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CONVENTIONS THAT APPLY TO THIS ANNUAL REPORT ON FORM 20-F

Except where the context otherwise requires, references in this annual report to:

“ADSs” are to American depositary shares, each of which represents two Class A ordinary shares;

“average utilization rate” of any function of our Smart EVs are to the number of Smart EVs whose drivers had used such function at least
once during a period of time divided by the number of Smart EVs that had been driven at least once during such period;

“C-NCAP” are China New Car Assessment Program, which is a car safety assessment program run by the China Automotive Technology
and Research Center;

“CAGR?” are to compound annual growth rate;

“China” and the “PRC” are to the People’s Republic of China, excluding, for the purposes of this annual report only, Taiwan, the Hong
Kong Special Administrative Region and the Macao Special Administrative Region;

“EV” and “electric vehicle” are to battery electric passenger vehicle;
“ICE” are to internal combustion engine;
“LFP battery” are to lithium iron phosphate battery;

“mid- to high-end segment” are to the segment in China’s passenger vehicle market with prices ranging from RMB150,000 to
RMB300,000, not including any government subsidy;

“MIIT NEV Catalogues” are to the Catalogues of New Energy Vehicle Models Exempted from Vehicle Purchase Tax published by the
Ministry of Industry and Information Technology of the PRC, or the MIIT, in the period from August 2014 to April 2020, which include
relevant data of new energy vehicles registered with them;

“NCM battery” are to lithium nickel manganese cobalt oxide battery;

“NEDC?” are to New European Driving Cycle, which is designed to assess the emission levels of car engines and fuel economy in
passenger vehicles;

“NEV” are to new energy vehicle;
“OEM?” are to automotive original equipment manufacturer;

“ordinary shares” are to our Class A ordinary shares, US$0.00001 par value per share, Class B ordinary shares, US$0.00001 par value per
share, and Class C ordinary shares, US$0.00001 par value per share; each Class A ordinary share is entitled to one vote; each Class B
ordinary share is entitled to 10 votes; and each Class C ordinary share is entitled to five votes;

“post-subsidy price” are to the purchase price that takes into account the subsidies from China’s central government, as applicable, as of
December 31, 2020;

“RMB” or “Renminbi” are to the legal currency of China;
“SUV?” are to sport utility vehicle;
“USS$,” “U.S. dollars,” or “dollars” are to the legal currency of the United States; and

« 9« 9«

we,” “us,” “our company” and “our” are to XPeng Inc. and its subsidiaries and consolidated variable interest entities, or VIEs, and their
respective subsidiaries, as the context requires.

The translations from Renminbi to U.S. dollars and from U.S. dollars to Renminbi in this annual report were made at a rate of RMB6.5250 to
US$1.00, the exchange rates set forth in the H.10 statistical release of the Federal Reserve Board on December 31, 2020. We make no representation that
the Renminbi or U.S. dollar amounts referred to in this annual report could have been or could be converted into U.S. dollars or Renminbi, as the case
may be, at any particular rate or at all. On April 9, 2021, the noon buying rate for Renminbi was RMB6.5522 to US$1.00.
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We listed our ADSs on the New York Stock Exchange under the symbol “XPEV” on August 27, 2020.

FORWARD-LOOKING INFORMATION

This annual report on Form 20-F contains statements of a forward-looking nature. All statements other than statements of historical facts are
forward-looking statements. These forward-looking statements are made under the “safe harbor” provision under Section 21E of the Securities
Exchange Act of 1934, as amended, or the Exchange Act, and as defined in the Private Securities Litigation Reform Act of 1995. These statements
involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be materially
different from those expressed or implied by the forward-looking statements. In some cases, these forward-looking statements can be identified by
words or phrases such as “may,” “will,” “expect,” “anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,” “potential,”
or other similar expressions. The forward-looking statements included in this annual report relate to, among others:

» < « 9

continue,” “is/are likely to”

. our goal and strategies;

. our expansion plans;

. our future business development, financial condition and results of operations;

. expected changes in our revenues, costs or expenditures;

. the trends in, and size of, China’s EV market;

. our expectations regarding demand for, and market acceptance of, our products and services;

. our expectations regarding our relationships with customers, contract manufacturer, suppliers, third-party service providers, strategic

partners and other stakeholders;

. competition in our industry;
. PRC laws, regulations, and policies relating to the EV market; and
. general economic and business conditions, including impacts of the COVID-19 pandemic.

We have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that
we believe may affect our financial condition, results of operations, business strategy and financial needs.

You should read these statements in conjunction with the risks disclosed in “Item 3. Key Information—D. Risk Factors” of this annual report and
other risks outlined in our other filings with the Securities and Exchange Commission, or the SEC. Moreover, we operate in an emerging and evolving
environment. New risks may emerge from time to time, and it is not possible for our management to predict all risks, nor can we assess the impact of
such risks on our business or the extent to which any risk, or combination of risks, may cause actual results to differ materially from those contained in
any forward-looking statements. The forward-looking statements made in this annual report relate only to events or information as of the date on which
the statements are made in this annual report. Except as required by law, we undertake no obligation to update any forward-looking statements to reflect
events or circumstances after the date on which the statements are made or to reflect the occurrence of unanticipated events. You should read this annual
report and the documents that we have referred to in this annual report, completely and with the understanding that our actual future results may be
materially different from what we expect.
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PART I.

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not Applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following selected consolidated statements of comprehensive loss data for the years ended December 31, 2018, 2019 and 2020 and selected
consolidated balance sheet data as of December 31, 2019 and 2020 have been derived from our audited consolidated financial statements included
elsewhere in this annual report. We derived the consolidated balance sheet data as of December 31, 2018, as set forth below, from our audited
consolidated financial statements that are not included in this annual report.

You should read the selected consolidated financial data in conjunction with the financial statements and the related notes included elsewhere in
this annual report and “Item 5. Operating and Financial Review and Prospects.” Our consolidated financial statements are prepared and presented in

accordance with U.S. GAAP. Our historical results do not necessarily indicate our results expected for any future periods.

Year ended December 31,

2018 2019 2020
RMB RMB RMB US$
(in thousands, except for share and per share data)

Revenues

Vehicle sales 4,153 2,171,231 5,546,754 850,077

Services and others 5,553 149,988 297,567 45,604
Total revenues 9,706 2,321,219 5,844,321 895,681
Cost of sales

Vehicle sales (8,220)  (2,733,531)  (5,350,479) (819,997)

Services and others (3,847) (145,829) (227,853) (34,920)
Total cost of sales (12,067)  (2,879,360)  (5,578,332) (854,917)
Gross (loss) profit (2,361) (558,141) 265,989 40,764
Operating expenses

Research and development expenses (1,051,219) (2,070,158) (1,725,906) (264,507)

Selling, general and administrative expenses (642,541) (1,164,569) (2,920,649) (447,609)
Total operating expenses (1,693,760) (3,234,727) (4,646,555) (712,116)
Other income 1,487 12,294 86,830 13,307
Loss from operations (1,694,634) (3,780,574) (4,293,736) (658,045)

Interest income 65,376 88,843 133,036 20,389

Interest expenses (5,822) (32,017) (22,451) (3,441)

Fair value gain on derivatives liabilities 254,361 27,679 1,362,025 208,739

Other non-operating (loss) income, net (18,104) 4,397 90,364 13,849
Loss before income tax expenses (1,398,823) (3,691,672) (2,730,762) (418,509)
Income tax expenses — 1) (1,223) (187)
Net loss (1,398,823) (3,691,673)  (2,731,985) (418,696)
Comprehensive loss attributable to ordinary shareholders of XPeng

Inc. (2,257,844)  (4,645,722)  (5,614,162) (860,409)
Weighted average number of ordinary shares used in computing net
loss per ordinary share

Basic and diluted 330,176,070 349,450,580 754,270,914 754,270,914
Net loss per ordinary share attributable to ordinary shareholders

Basic and diluted (6.83) (13.29) (6.48) (0.99)
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As of December 31,
2018 2019 2020
RMB RMB RMB US$
(in thousands)

Cash and cash equivalents 1,626,878 1,946,931 29,209,388 4,476,535
Restricted cash 4,647 460,812 2,332,145 357,417
Short-term deposits 759,975 — 979,897 150,176
Short-term investments 2,246,272 407,844 2,820,711 432,293
Prepayments and other current assets 1,236,596 1,083,307 1,603,286 245,714
Property, plant and equipment, net 863,357 3,229,952 3,081,502 472,261
Total assets 7,673,188 9,251,365 44,706,779 6,851,616
Short-term borrowings 200,000 419,950 127,900 19,602
Current portion of long-term borrowings — 60,000 45,000 6,897
Long-term borrowings 1,000,000 1,690,000 1,645,000 252,107
Derivative liabilities 637,015 897,091 — —
Total liabilities 2,878,940 6,388,317 10,276,970 1,575,016
Total mezzanine equity 6,979,473 9,693,478 — —
Total shareholders’ (deficit) equity (2,185,225) (6,830,430) 34,429,809 5,276,600

Exchange Rate Information

Our operations are mainly conducted in the PRC and all of our revenues is denominated in Renminbi. This annual report contains translations of
Renminbi amounts into U.S. dollars at specific rates solely for the convenience of the reader. Unless otherwise noted, all translations from Renminbi to
U.S. dollars and from U.S. dollars to Renminbi in this annual report were made at a rate of RMB6.525 to US$1.00, the exchange rate set forth in the
H.10 statistical release of the Federal Reserve Board on December 31, 2020. We make no representation that the Renminbi or U.S. dollar amounts
referred to in this annual report could have been or could be converted into U.S. dollars or Renminbi, as the case may be, at any particular rate or at all.
The PRC government imposes control over its foreign currency reserves in part through direct regulation of the conversion of Renminbi into foreign
exchange and through restrictions on foreign trade. On April 9, 2021, the noon buying rate for Renminbi was RMB6.5522 to US$1.00.

B. Capitalization and Indebtedness

Not Applicable.

C. Reasons for the Offer and Use of Proceeds

Not Applicable.

D. Risk Factors
Risks Relating to Our Business and Industry
We have a limited operating history and face significant challenges as a new entrant into our industry.

We began our operations in 2015 and have a limited operating history. We have limited history in most aspects of our business operations,
including designing, testing, manufacturing, marketing and selling our Smart EVs, as well as offering our services. We started production of our first
mass-produced Smart EV, the G3, in November 2018. We have constructed a manufacturing plant in Zhaoging, Guangdong province, and the plant is
the first manufacturing facility owned by us. We started production of our second mass-produced Smart EV, the P7, at the Zhaoging plant in May 2020.

You should consider our business and prospects in light of the risks and challenges we face as a new entrant into our industry, including, among
other things, with respect to our ability to:

. design and produce safe, reliable and quality vehicles on an ongoing basis;
. build a well-recognized and respected brand;

. expand our customer base;

. properly price our products and services;
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. advance our technological capabilities in key areas, such as autonomous driving, intelligent operating system, electric powertrain and E/E
architecture;
. successfully market our Smart EVs and our services, including our advanced autonomous driving system and various value-added services,

such as insurance agency service, automotive loan referral and charging solutions;

. improve operating efficiency and economies of scale;

. operate our manufacturing plant in a safe and cost-efficient manner;

. attract, retain and motivate our employees;

. anticipate and adapt to changing market conditions, including changes in consumer preferences and competitive landscape; and
. navigate a complex and evolving regulatory environment.

If we fail to address any or all of these risks and challenges, our business may be materially and adversely affected. Our Smart EVs are highly
technical products that require ongoing maintenance and support. As a result, consumers will be less likely to purchase our Smart EVs if they are not
convinced that our business will succeed or that our operations will continue for many years. Similarly, suppliers and other third parties will be less
likely to invest time and resources in developing business relationships with us if they are not convinced that our business will succeed.

As we continue to grow, we may not be able to effectively manage our growth, which could negatively impact our brand and financial performance.

We have experienced significant growth in the past several years. Our revenues increased significantly from RMB2,321.2 million in 2019 to
RMB5,844.3 million (US$895.7 million) in 2020, and the number of Smart EV's delivered by us increased from 12,728 units in 2019 to 27,041 units in
2020. We plan to further grow our business by, among other things, investing in technology, expanding our product portfolio, strengthening our brand
recognition, expanding our sales and marketing network and service offerings. Our future operating results will depend to a large extent on our ability to
manage our expansion and growth successfully.

Risks that we face in undertaking this expansion include, among others:

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

. controlling expenses and investments in anticipation of expanded operations;

. establishing or expanding design, manufacturing, sales and service facilities, as well as charging network;
. implementing and enhancing administrative infrastructure, systems and processes; and

. executing our strategies and business initiatives successfully.

Any failure to manage our growth effectively could materially and adversely affect our business, prospects, results of operations and financial
condition.

Our research and development efforts may not yield expected results.

Technological innovation is critical to our success, and we strategically develop most of key technologies in-house, such as autonomous driving,
intelligent operating system, powertrain and E/E architecture. We have been investing heavily on our research and development efforts. In 2018, 2019
and 2020, our research and development expenses amounted to RMB1,051.2 million, RMB2,070.2 million and RMB1,725.9 million (US$264.5
million), respectively. Our research and development expenses accounted for 89.2% and 29.5% of our total revenues for 2019 and 2020, respectively.
The EV industry is experiencing rapid technological changes, and we need to invest significant resources in research and development to lead
technological advances in order to remain competitive in the market. Therefore, we expect that our research and development expenses will continue to
be significant. Furthermore, research and development activities are inherently uncertain, and there can be no assurance that we will continue to achieve
technological breakthroughs and successfully commercialize such breakthroughs. As a result, our significant expenditures on research and development
may not generate corresponding benefits. If our research and development efforts fail to keep up with the latest technological developments, we would
suffer a decline in our competitive position. For example, we believe autonomous driving is a key factor that differentiates our Smart EVs from
competing products, and we have dedicated significant research and development efforts in this area. Any delay or setbacks in our efforts to improve
autonomous driving capabilities could materially and adversely affect our business, reputation, results of operations and prospects.

5
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Besides our in-house expertise, we also rely on certain technologies of our suppliers to enhance the performance of our Smart EVs. In particular,
we do not manufacture battery cells or semiconductors, which makes us dependent upon suppliers for the relevant technologies. As technologies change,
we plan to upgrade our existing models and introduce new models in order to provide Smart EVs with the latest technologies, including battery cells and
semiconductors, which could involve substantial costs and lower our return on investment for existing models. In addition, we plan to unveil our third
Smart EV model in the second quarter of 2021, and the new model will feature LIDAR, which is also expected to involve substantial costs. There can be
no assurance that we will be able to equip our Smart EVs with the latest technologies. Even if we are able to keep pace with changes in technologies and
develop new models, our prior models could become obsolete more quickly than expected, potentially reducing our return on investment.

If our Smart EVs, including software systems, fail to offer a good mobility experience and meet customer expectations, our business, results of
operations and reputation would be materially and adversely affected.

We tailor our Smart EVs for China’s technology-savvy middle class consumers. Our Smart EVs offer smart technology functions, including
autonomous driving and smart connectivity, to make the mobility experience more convenient. There can be no assurance that we will be able to
continue to enhance such smart technology functions and make them more valuable to our target customers. In the design process, we pay close
attention to the preferences of our target customers. For example, our proprietary autonomous driving system is also customized for driving behavior
and road conditions in China. However, there can be no assurance that we are able to accurately identify consumer preferences and effectively address
such preferences in our Smart EVs’ design. Furthermore, the driving experience of a Smart EV is different from that of an ICE vehicle, and our
customers may experience difficulties in adapting to the driving experience of a Smart EV. As consumer preferences are continuously evolving, we may
fail to introduce desirable product features in a timely manner.

Our Smart EVs may contain defects in design or manufacturing that cause them not to perform as expected or that require repair, and certain
features of our Smart EVs may take longer than expected to become enabled. For example, the operation of our Smart EVs is highly dependent on our
proprietary software, such as XPILOT and Xmart OS, which is inherently complex. These software systems may contain latent defects and errors or be
subject to external attacks. Although we attempt to remedy any issues we observe in our Smart EVs as effectively and rapidly as possible, such efforts
may not be timely or may not be to the satisfaction of our customers. Furthermore, while we have performed extensive internal testing on the Smart EVs
we manufacture, we currently have a limited frame of reference by which to evaluate detailed long-term quality, reliability, durability and performance
characteristics of our Smart EVs. We cannot assure you that our Smart EVs are free of defects, which may manifest over time. Product defects, delays or
other failures of our products to perform as expected could damage our reputation and result in product recalls, product liability claims and/or significant
warranty and other expenses, and could have a material adverse impact on our business, financial condition, operating results and prospects.

We may be subject to risks associated with autonomous driving technologies.

Through XPILOT we have greatly enhanced the autonomous driving capabilities of our Smart EVs. Capitalizing on our in-house research and
development capabilities, we have continued to upgrade our autonomous driving technologies, and we rolled out XPILOT 3.0 through an OTA firmware
update in January 2021. Autonomous driving technologies are subject to risks and from time to time there have been accidents associated with such
technologies. Although we attempt to remedy any issues we observe in our Smart EVs 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. Moreover, autonomous driving technology is still evolving and is yet
to achieve wide market acceptance. The safety of autonomous driving technologies depends in part on driver interaction, and drivers may not be
accustomed to using such technologies. To the extent accidents associated with our autonomous driving systems occur, we could be subject to liability,
government scrutiny and further regulation. Furthermore, accidents or defects caused by third parties’ autonomous driving technology may negatively
affect public perception, or result in regulatory restrictions, with respect to autonomous driving technology.

6
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Our autonomous driving technologies may be affected by regulatory restrictions. For example, our research and development activities on
autonomous driving are subject to regulatory restrictions on surveying and mapping, as well as driverless road testing. Any tightening of regulatory
restrictions could have a material adverse impact on our development of autonomous driving technology.

Our customers may cancel their orders despite their deposit payment and online confirmation.

Orders and reservations for our vehicles are subject to cancellation by the customer prior to the delivery of the vehicle. Our customers may cancel
their orders for many reasons beyond our control, and we have experienced cancellation of orders in the past. In addition, customers may cancel their
orders even after they have paid deposits. The potentially long wait from the time a reservation is made until the time the vehicle is delivered could also
impact customer decisions on whether to ultimately make a purchase, due to potential changes in preferences, competitive developments, and other
factors. If we encounter delays in the deliveries of the G3, the P7, or future vehicle models, a significant number of orders may be cancelled. As a result,
we cannot assure you that orders will not be cancelled and will ultimately result in the final purchase, delivery, and sale of the vehicles. Such
cancellations could harm our business, brand image, financial condition, results of operations, and prospects.

China’s passenger vehicle market is highly competitive, and demand for EVs may be cyclical and volatile.

China’s passenger vehicle market is large yet competitive, and we have strategically focused on offering Smart EVs for the mid- to high-end
segment. We directly compete with other pure-play EV companies, especially those targeting the mid- to high-end segment. To a lesser extent, our Smart
EVs also compete with (i) NEVs, which include EVs, plug-in hybrid electric vehicles, hybrid electric vehicles and fuel cell electric vehicles, and
(ii) ICE vehicles in the mid- to high-end segment offered by traditional OEMs. We may also in the future face competition from new entrants that will
increase the level of competition. Many of our current and potential competitors, particularly international competitors, have more financial, technical,
manufacturing, marketing and other resources than we do, and may be able to devote significant resources to the design, development, manufacturing,
distribution, promotion, sale and support of their products.

We expect competition in our industry to intensify in the future in light of increased demand and regulatory push for alternative fuel vehicles,
continuing globalization and consolidation in the worldwide automotive industry. Factors affecting competition include, among others, product quality
and features, innovation and development time, pricing, reliability, safety, energy efficiency, sales and marketing capabilities, distribution network,
customer service and financing terms. Increased competition may lead to lower vehicle unit sales and increased inventory, which may result in
downward price pressure and adversely affect our business, financial condition, operating results and prospects. There can be no assurance that we will
be able to compete successfully. Our competitors may introduce new vehicles or services that surpass the quality or performance of our Smart EV's or
services, which would adversely affect our competitive position in the market. They may also offer vehicles or services at more competitive prices,
which would have an adverse impact on our sales and profitability. In addition, we may compete with state-owned enterprises or companies that have
received investments or other forms of support from state-owned enterprises or other government entities, and such competitors may therefore possess
more resources than us.

In addition, volatility in the automobile industry may materially and adversely affect our business, prospects, operating results and financial
condition. The sales volume of EVs in the mid- to high-end segment in China may not grow at the rate that we expect, or at all. Demand for EVs
depends to a large extent on general, economic, political and social conditions in a given market and the introduction of new vehicles and technologies.
As a new entrant to the EV market, we have less financial resources than more established OEMs to withstand changes in the market and disruptions in
demand. Demand for our Smart EVs may also be affected by factors directly impacting automobile price or the cost of purchasing and operating
automobiles, such as sales and financing incentives, prices of raw materials and components, cost of oil and gasoline and governmental regulations,
including tariffs, import regulation and sales taxes. Volatility in demand may lead to lower vehicle unit sales and increased inventory, which may result
in further downward price pressure and adversely affect our business, prospects, financial condition and operating results. These effects may have a
more pronounced impact on our business given our relatively smaller scale and less financial resources as compared to many traditional OEMs.

We have only recently started to generate revenues and have incurred significant losses and negative cash flows from operating activities, all of
which may continue in the future.

We have only recently started to generate revenues and have not been profitable since our inception. The design, manufacture, sale and servicing
of Smart EVs is a capital intensive business. We have been incurring losses from operations and had negative cash flows from operating activities since
inception. We incurred net losses of RMB1,398.8 million, RMB3,691.7 million and RMB2,732.0 million (US$418.7 million) for 2018, 2019 and 2020,
respectively. Net cash used in operating activities was RMB1,572.7 million, RMB3,562.8 million and RMB139.8 million (US$21.4 million) for 2018,
2019 and 2020, respectively. We have made significant up-front investments in research and development, our manufacturing facility in Zhaogqing, our
sales and service network, as well as marketing and advertising, to rapidly develop and expand our business. We expect to continue to invest
significantly in these areas to further expand our business, and there can be no assurance that we will successfully execute our business strategies. We
may not generate sufficient revenues for a number of reasons, including lack of demand for our Smart EVs and services, increasing competition,
challenging macro-economic environment due to the COVID-19 outbreak, as well as other risks discussed herein. Our ability to become profitable in the
future will not only depend on our efforts to sell our Smart EVs and services but also to control our costs. If we are unable to adequately control the
costs associated with our operations, we may continue to experience losses and negative cash flows from operating activities in the future.
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We expect our existing cash and cash equivalents will be sufficient to meet our anticipated working capital requirements, including capital
expenditures in the ordinary course of business for at least the next 12 months. However, we may need additional capital resources in the future if we
experience changes in business condition or other unanticipated developments, or if we wish to pursue opportunities for investments, acquisitions,
capital expenditures or similar actions. In addition, we have not recorded net income or positive cash flows from operating activities. As such, we may
continue to rely on equity or debt financing to meet our working capital and capital expenditure requirements. If we were unable to obtain such
financing in a timely manner or on terms that are acceptable, or at all, we may fail to implement our business plans or experience disruptions in our
operating activities, and our business, financial condition and results of operations would be materially and adversely affected.

The unavailability, reduction or elimination of government and economic incentives or government policies that are favorable for NEVs and
domestically produced vehicles could materially and adversely affect our business, financial condition and results of operations.

Our business has benefited from government subsidies, economic incentives and government policies that support the growth of NEVs. For
example, each qualified purchaser of our Smart EVs enjoys subsidies from China’s central government and certain local governments. Furthermore, in
certain cities, quotas that limit the purchase of ICE vehicles do not apply to EVs, thereby incentivizing customers to purchase EVs. In April 2020, the
Ministry of Finance of the PRC, together with several other PRC government departments, issued the Announcement on Policies concerning the
Exemption of New Energy Vehicles from Vehicle Purchase Tax, and the Circular on Improving the Fiscal Subsidy Policies for the Promotion and
Application of New Energy Vehicles, or the 2020 Subsidy Circular, which extended certain subsidies and tax exemptions on EV purchases to the end of
2022. China’s central government also provides certain local governments with funds and subsidies to support the roll out of a charging infrastructure.
These policies are subject to certain limits as well as changes that are beyond our control, and we cannot assure you that future changes, if any, would be
favorable to our business. For instance, according to the 2020 Subsidy Circular, in principle, the subsidies for NEV purchases from 2020 to 2022 will
generally be lowered by 10%, 20% and 30%, respectively, based on the level of the previous year with limited exceptions in the area of public transport,
and the total number of NEVs in China that will be entitled to such subsidies should be no more than two million each year. Furthermore, we have
received subsidies from certain local governments in relation to the new Smart EV manufacturing base under construction in Guangzhou and our
Zhaoqing plant. Any reduction or elimination of government subsidies and economic incentives because of policy changes, fiscal tightening or other
factors may result in the diminished competitiveness of the EV industry generally or our Smart EVs in particular. In addition, as we seek to increase our
revenues from vehicle sales, we may also experience an increase in accounts receivable relating to government subsidies. Any uncertainty or delay in
collection of the government subsidies may also have an adverse impact on our financial condition. Any of the foregoing could materially and adversely
affect our business, financial condition and results of operations.

We may also face increased competition from foreign OEMs due to changes in government policies. For example, the tariff on imported passenger
vehicles (other than those originating in the United States of America) was reduced to 15% starting from July 1, 2018. On June 23, 2020, the National
Development and Reform Commission, or NDRC, and the Ministry of Commerce, or the MOFCOM, promulgated the Special Administrative Measures
for Market Access of Foreign Investment, or the 2020 Negative List, effective on July 23, 2020, under which there is no limit on foreign ownership of
NEV manufacturers. As a result, foreign EV competitors could build wholly-owned facilities in China without the need for a domestic joint venture
partner. For example, Tesla has constructed the Tesla Giga Shanghai factory in Shanghai without a joint venture partner. These changes could increase
our competition and reduce our pricing advantage.

The COVID-19 outbreak has adversely affected, and may continue to adversely affect, our results of operations.

During January 2020, a strain of coronavirus, also known as COVID-19, was reported to have surfaced in Wuhan, China. In an effort to halt the
outbreak, the PRC government placed significant restrictions on travel within China and closed certain businesses, and governments outside of China
have halted or sharply curtailed the movement of people, goods and services to and from China. Moreover, the COVID-19 outbreak has become a global
pandemic and affected regions outside of China, such as Europe and North America. We are headquartered in Guangzhou, and we market and sell our
Smart EVs mainly to consumers in China. Our production facilities and most of our key suppliers are located in China, and some of our suppliers of
automobile parts are located in North America. In addition, a significant portion of our research and development staff is based in the United States. If
the COVID-19 outbreak continues for an extended period or worsens, it could materially and adversely impact our supply chain, technology
development, sales and other aspects of our operations.
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While we have resumed normal business operations, we have experienced certain disruptions in our operations as a result of the government
imposed suspensions due to the COVID-19 outbreak in China. A substantial number of our offices and stores, as well as our manufacturing facilities,
were closed for certain periods in February and March of 2020. As a result, our vehicle delivery decreased from 3,218 units in the fourth quarter of 2019
to 2,271 units in the first quarter of 2020. In particular, we delivered 1,055, 161 and 1,055 units of Smart EVs in January, February and March 2020,
respectively, which were lower than our expectation before the COVID-19 outbreak. The sharp decrease in the number of deliveries in February 2020
was mainly due to the significant impact from COVID-19 outbreak in China and seasonal impact from the Chinese New Year holiday. In the second
quarter, third quarter and fourth quarter of 2020, we delivered 3,228 units, 8,578 units and 12,964 units of Smart EVs, respectively. Furthermore, while
the outbreak has not materially and adversely affected our supply chain as of the date hereof due to our advanced planning and effective supplier
management, it has affected and may affect future delivery of components from certain suppliers that suspended production. For example, some of our
suppliers were unable to deliver sufficient components to us due to the COVID-19 outbreak and we had to switch to alternative suppliers. We cannot
assure you that these alternative suppliers and our other suppliers will not suspend their operation or become unable to provide sufficient components to
us in the future if impact from the COVID-19 outbreak continues or worsens. The resumption of their normal manufacturing operations will depend on
the status of various government regulations and the readiness of such suppliers and their currently inactive workforce. See also “—We are dependent on
our suppliers, some of which are single-source suppliers. Suppliers may fail to deliver necessary components of our Smart EVs according to our
schedule and at prices, quality levels and volumes acceptable to us.” In addition, we incurred additional costs relating to the delivery of new Smart EVs
to customers’ homes, mask donations to our customers, technology advancement for remote working arrangements and OTA firmware updates.

Concerns about the COVID-19 outbreak and its potential impact on the Chinese and global economy have created uncertainty about the overall
demand for automobile products, which could have negative implications for the demand of our Smart EVs. The prolonged COVID-19 outbreak in
certain overseas markets may adversely affect our plan for international expansion. At this point, we cannot accurately predict what effects these
conditions would have on our business, which will depend on, among other factors, the ultimate geographic spread of the virus, the duration of the
outbreak and the corresponding travel restrictions and business closures imposed by government authorities.

We depend on revenue generated from a limited number of vehicle models.

Our business initially depended substantially on the sales and success of the G3, which was our only mass-produced Smart EV in the market prior
to May 2020. We started the production of our second mass-produced Smart EV, the P7, in May 2020. We plan to launch our third vehicle model, a
smart electric sedan, in the second quarter of 2021. Our fourth Smart EV, a SUV, is expected to be launched in 2022. Historically, automobile customers
have come to expect a variety of vehicle models offered in an OEM’s product portfolio and new and improved vehicle models to be introduced
frequently. In order to meet these expectations, we plan to continuously introduce new models to enrich our product portfolio, as well as periodically
introducing new versions of existing vehicle models. To the extent our product variety and cycles do not meet consumer expectations, or cannot be
produced on our projected timelines and cost and volume targets, our future sales may be adversely affected. Given that for the foreseeable future our
business will depend on a limited number of models, to the extent a particular model is not well-received by the market, our sales volume could be
materially and adversely affected. This could have a material adverse effect on our business, prospects, financial condition and operating results.

Our business and prospects depend significantly on our ability to build our XPeng brand. We may not succeed in continuing to maintain and
strengthen the XPeng brand, and our brand and reputation could be harmed by negative publicity regarding our company, products or services.

Our business and prospects are heavily dependent on our ability to develop, maintain and strengthen the “XPeng” brand. If we do not continue to
develop, maintain and strengthen our brand, we may lose the opportunity to build a critical mass of customers. Promoting and positioning our brand will
likely depend significantly on our ability to provide high quality Smart EVs and services, and we have limited experience in these areas. In addition, we
expect that our ability to develop, maintain and strengthen the XPeng brand will depend heavily on the success of our sales and marketing efforts. For
example, we seek to enhance our brand recognition by locating a substantial majority of our stores, including direct stores and franchised stores, in
shopping malls. We also advertise our Smart EVs through various online channels, including several social media platforms and e-commerce platforms.
While we seek to optimize resource allocation through careful selection of sales and marketing channels, such efforts may not achieve the desired
results. To promote our brand, we may be required to change our branding practices, which could result in substantially increased expenses, including
the need to utilize traditional media and offline advertising. If we do not develop and maintain a strong brand, our business, prospects, financial
condition and operating results will be materially and adversely impacted.

If incidents, such as self-ignition and products recall, occur or are perceived to have occurred, whether or not such incidents are our fault, we
could be subject to adverse publicity. See “—We may choose to or be compelled to undertake product recalls or take other similar actions, which could
adversely affect our brand image, business and results of operations.” Given the popularity of social media in China, any negative publicity, whether true
or not, could quickly proliferate and harm consumer perceptions and confidence in our brand. In addition, from time to time, our Smart EVs are
evaluated and reviewed by third parties. Any negative reviews or reviews which compare us unfavorably to competitors could adversely affect consumer
perception about our Smart EVs.
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We are dependent upon our relationship with Haima for the manufacturing of the G3, and we may utilize the Haima plant to produce other models
in the future.

In March 2017, we entered into a contract manufacturing arrangement with Haima Automobile Co., Ltd., or Haima, a China-based automotive
manufacturer, for the manufacturing of our vehicles. The agreements relating to this arrangement will expire on December 31, 2021 and are renewable
by mutual consent. Haima has over three decades of automotive manufacturing experience, and it has provided a plant in Zhengzhou for the
manufacturing of the G3. We also have the option to utilize the Haima plant to produce other models in the future.

While we take comprehensive measures to ensure that Haima manufactures our Smart EVs in accordance with our standards, there can be no
assurance that such measures will be effective. Collaboration with a third party for the manufacturing of vehicles is subject to risks with respect to
operations over which we have limited control. We could experience delays to the extent Haima do not meet agreed upon timelines or experience
capacity constraints as well as quality issues. There is risk of potential disputes with Haima, and we could be affected by adverse publicity related to
Haima, whether or not such publicity is related to its collaboration with us. Our ability to successfully build our brand could also be adversely affected
by perceptions about the quality of Haima’s vehicles. In addition, although we are closely involved in each step of the supply chain and manufacturing
process, given that we also rely on Haima to meet our quality standards, there can be no assurance that we will successfully maintain quality standards
of the Smart EV's produced at the Haima plant.

We may be unable to enter into new agreements or extend existing agreements with Haima on terms and conditions acceptable to us and therefore
may need to contract with other third parties or significantly add to our own production capacity. There can be no assurance that in such event we would
be able to partner with other third parties or expand our own production capacity to meet our needs on acceptable terms or at all. The expense and time
required to complete any transition and to assure that vehicles manufactured at facilities of new third-party partners comply with our quality standards
and regulatory requirements may be greater than anticipated. Any of the foregoing could adversely affect our business, results of operations, financial
condition and prospects.

Any problems or delays in ramping and maintaining operations of the Zhaoqing plant or the establishment of the new Smart EV manufacturing
bases in Guangzhou and Wuhan could negatively affect the production of our Smart EVs.

To exercise direct control over product quality and gain more flexibility in adjusting our manufacturing process and production capacity, we built
our own plant in Zhaoqing, Guangdong province. The Zhaoging plant is initially utilized for production of the P7 and will also be utilized for future
models. Our future operation and prospects depend on the successful ramping and maintaining of operation in the Zhaoging plant. In addition, we need
to effectively control cost of production at the Zhaoqing plant. While we intend to utilize the manufacturing know-how accumulated through our
collaboration with Haima, we have limited direct experience in the production of Smart EVs. Given the size and complexity of this undertaking, it is
possible that we may experience issues, delays or cost overruns in further expanding the production output at the Zhaoqing plant.

In September 2020, we entered into a cooperation agreement with Guangzhou GET Investment Holdings Co., Ltd., or Guangzhou GET
Investment, a wholly owned investment company of Guangzhou Economic and Technological Development Zone, which is a local government
authority in Guangzhou. Pursuant to the cooperation agreement, Guangzhou GET Investment agreed to support the construction of a new Smart EV
manufacturing base for us. The new Smart EV manufacturing base will house a broad range of functions, including research and development,
manufacturing, vehicle testing, sales and other smart mobility functions. The new base is expected to significantly expand our production capacity.
Guangzhou GET Investment will invest up to RMB1.3 billion to construct the Smart EV manufacturing base according to design requirements and
specifications to be provided by us and provide or facilitate RMB1.2 billion in financing to purchase manufacturing equipment needed for the
manufacturing base. The Smart EV manufacturing base is expected to satisfy the requirements for commencing operation by December 2022, upon
which Guangzhou GET Investment will lease it to an operating subsidiary of our company for a tenure of seven years. Upon the expiry of the lease, such
subsidiary will acquire the Smart EV manufacturing base from Guangzhou GET Investment at costs incurred by Guangzhou GET Investment.

In April 2021, we entered into an investment agreement with Wuhan Economic & Technological Development Zone Management Committee, or
the Wuhan ETDZ Committee, a local government authority in Wuhan. Pursuant to the investment agreement, Wuhan ETDZ Committee agrees to
support our construction of a new Smart EV manufacturing base and research and development center in the Wuhan Economic & Technological
Development Zone, or the Wuhan Base. The Wuhan Base has a planned annual production capacity of 100,000 units. The Wuhan Base is expected to
start construction in 2021 and be put into production in 2023.

The establishment of the new Smart EV manufacturing bases in Guangzhou and Wuhan is subject to a number of uncertainties. The
commencement of their operation may be affected by, among other things, availability of funding, progress of the construction and the installation of
production equipment, grant of applicable regulatory approvals, as well as the hiring and retention of qualified employees. Any policy change affecting
investments in EV manufacturing facilities in general may also have an impact on the establishment of our new Smart EV manufacturing bases. There
can be no assurance that the new Smart EV manufacturing bases will be able to commence operation in accordance with our plan. In addition, we may
not be able to successfully ramp and maintain their operation. We must also maintain good working relationships with Guangzhou GET Investment and
Wuhan ETDZ Committee throughout the term of our cooperation.
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If we experience any issues or delays in meeting our projected timelines, maintaining sufficient funding and capital efficiency, increasing
production capacity or generating sufficient demand for production of Smart EVs in our Zhaoqing plan or the new Smart EV manufacturing bases in
Guangzhou and Wuhan, our business, prospects, operating results and financial condition could be adversely impacted.

We are dependent on our suppliers, some of which are single-source suppliers. Suppliers may fail to deliver necessary components of our Smart EVs
according to our schedule and at prices, quality levels and volumes acceptable to us.

We procure components from both domestic suppliers and global suppliers, some of which are currently our single-source suppliers for certain
components. We attempt to mitigate our supply chain risk by qualifying and obtaining components from multiple sources where practicable and
maintaining safety stock for certain key components and components with lengthy procurement lead times. For example, some of our suppliers were
unable to deliver sufficient components to us due to the COVID-19 outbreak and we had to switch to alternative suppliers. See “—The COVID-19
outbreak has adversely affected, and may continue to adversely affect, our results of operations.” However, we may still experience component
shortages for our production or the components may not meet our specifications or quality needs. For example, since October 2020, the supply of chips
used for automotive production has been subject to a global shortage. Although such global chip shortage has not yet had a material negative impact on
our operations, there is no assurance that we will be able to continue to obtain sufficient number of chips at reasonable cost for our operations.
Furthermore, qualifying alternative suppliers or developing our own replacements for certain highly customized components of our Smart EVs may be
time consuming and costly. Any disruption in the supply of components, whether or not from a single-source supplier, could temporarily disrupt
production of our Smart EVs until an alternative supplier is fully qualified by us or we are able to procure the relevant components in sufficient
quantities from other existing suppliers. For example, we do not manufacture certain key hardware components for our autonomous driving system,
such as semiconductors, millimeter-wave radars, ultrasonic sensors and cameras, and we import certain of such components from foreign countries. The
loss of any supplier for any reason, including any export control measures adopted by any foreign country to limit the import of supplies into China,
could lead to vehicle design changes, production delays and potential loss of access to important technologies, any of which could result in quality
issues, delays and disruptions in deliveries, negative publicity and damage to our brand. In addition, our suppliers may fail to comply with applicable
laws and regulations, or they may be involved in product liability claims or incidents of negative publicity. If any of these incidents occur, customers
may also lose confidence in our Smart EVs that incorporate components from the relevant suppliers, and our reputation, business and results of
operations could be adversely affected. Developments that we cannot presently anticipate, such as changes in business conditions or government
policies, natural disasters or epidemics, could also affect our suppliers’ ability to deliver components to us in a timely manner.

Any significant increases in our production, such as the launch of a new model, has required and may in the future require us to procure additional
components in a short amount of time. Our suppliers may not ultimately be able to sustainably and timely meet our cost, quality and volume needs,
requiring us to replace them with other sources. While we believe that we will be able to secure additional or alternative sources of supply for most of
our components in a relatively short time frame, there is no assurance that we will be able to do so or develop our own replacements for certain highly
customized components. Additionally, we continuously negotiate with existing suppliers to obtain cost reductions and avoid unfavorable changes to
terms, seek new and less expensive suppliers for certain parts, and attempt to redesign certain parts to make them less expensive to produce. If we are
unsuccessful in our efforts to control and reduce supplier costs, our operating results will suffer.

Furthermore, as the scale of our vehicle production increases, we will need to accurately forecast, purchase, warehouse and transport components
to the relevant manufacturing facilities and service stores and at much higher volumes. If we are unable to accurately match the timing and quantities of
component purchases to our actual needs or successfully implement automation, inventory management and other systems to accommodate the
increased complexity in our supply chain, we may incur unexpected production disruption, as well as storage, transportation and write-off costs, which
could have a material adverse effect on our financial condition and operating results.

Increases in costs, disruption of supply or shortage of components and materials could have a material adverse impact on our business.

We incur significant costs related to procuring components and raw materials required to manufacture our Smart EVs. We may experience cost
increases, supply interruption and/or shortages relating to components and raw materials, which could materially and adversely impact our business,
prospects, financial condition and operating results. We use various components and raw materials in our business, such as steel, aluminum, as well as
lithium battery cells and chips. The prices for these components and materials fluctuate, and their available supply may be unstable, depending on
market conditions and global demand for these materials, including as a result of increased production of EVs by our competitors, and could adversely
affect our business and operating results. In addition, as we continue to increase our production, we may experience shortage of certain components and
materials or other bottlenecks in our supply chain.

For instance, we are exposed to multiple risks relating to lithium battery cells. These risks include:

. an increase in the cost, or decrease in the available supply, of materials used in the battery cells, such as lithium, nickel, cobalt and
manganese;
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. disruption in the supply of battery cells due to quality issues or recalls by battery cell manufacturers; and

. the inability or unwillingness of our current battery cell manufacturers to build or operate battery cell manufacturing plants to supply the
numbers of lithium cells required to support the growth of the EV industry as demand for such battery cells increases.

Our business is dependent on the continued supply of battery cells for the battery packs used in our Smart EVs. While we believe several sources
of the battery cells are available for such battery packs, we have to date fully qualified only a very limited number of suppliers for the battery cells used
in such battery packs and have very limited flexibility in changing battery cell suppliers. Any disruption in the supply of battery cells from such
suppliers could disrupt production of our Smart EVs until such time as a different supplier is fully qualified. There can be no assurance that we would be
able to successfully retain alternative suppliers on a timely basis, on acceptable terms or at all.

Furthermore, tariffs or shortages in petroleum and other economic conditions may result in significant increases in freight charges and material
costs. In addition, a growth in popularity of EVs without a significant expansion in battery cell production capacity could result in shortages which
would result in increased materials costs to us or impact our prospects. Substantial increases in the prices for our raw materials or components would
increase our operating costs, and could reduce our margins if we cannot recoup the increased costs through increased vehicle prices. Any attempts to
increase product prices in response to increased material costs could result in decrease in sales and therefore materially and adversely affect our brand,
image, business, prospects and operating results.

Any delays in the manufacturing and launch of the commercial production vehicles in our pipeline could have a material adverse effect on our
business.

We started the production of our first mass-produced Smart EV, the G3, in November 2018 and our second mass-produced Smart EV, the P7, in
May 2020. We plan to unveil our third vehicle model, a smart electric sedan, in the second quarter of 2021. We plan to continuously introduce new
models and facelifts to enrich our product portfolio and offer customers more selections. OEMs often experience delays in the design, manufacture and
commercial release of new vehicle models. Delays in the launch of new models and new versions may occur for a variety of reasons, such as changes in
market conditions, technological challenges, lack of necessary funding, as well as disruptions in our supply chain or manufacturing facilities. To the
extent we need to delay the launch of our Smart EVs, our growth prospects could be adversely affected as we may fail to grow our market share. We
also plan to periodically perform facelifts or refresh existing models, which could also be subject to delays. Furthermore, we rely on third-party
suppliers for the provision and development of many of the key components used in our Smart EVs. To the extent our suppliers experience any delays in
providing us with or developing necessary components or experience quality issues, we could experience delays in delivering on our timelines. Any
delay in the manufacture and unveiling of our third Smart EV model or future models, including in the ramp up of our Zhaoging plant or due to any
other factors, or in performing facelifts to existing models, could lead to customer dissatisfaction and materially and adversely affect our reputation,
demand for our Smart EVs, results of operations and growth prospects.

We may choose to or be compelled to undertake product recalls or take other similar actions, which could adversely affect our brand image, business
and results of operations.

If our Smart EVs are subject to recalls in the future, we may be subject to adverse publicity, damage to our brand and liability for costs. Effective
on January 30, 2021, we voluntarily recalled certain of the G3s that were produced in the period between March 29, 2019 and September 27, 2020,
which totaled 13,399 units. Due to a possible power supply fault of the inverters installed on these G3s, the vehicles may not start when parked or lose
power when driven. In connection with the recall, we undertake to replace the inverters of these G3s free of charge. As the relevant components’
supplier is responsible for the costs of replacing inverters, our costs and expenses for the recall are minimal. As of the date of this annual report, we have
not received any product liability claims in relation to these recalled G3.

In the future, we may at various times, voluntarily or involuntarily, initiate a recall if any of our Smart EVs, including any systems or parts
sourced from our suppliers, prove to be defective or noncompliant with applicable laws and regulations. Such recalls, whether voluntary or involuntary
or caused by systems or components engineered or manufactured by us or our suppliers, could involve significant expense and could adversely affect
our brand image, business and results of operations.

We may not be able to expand our physical sales and service network cost-efficiently, and our franchise model is subject to a number of risks.

As of December 31, 2020, our physical sales and service network consisted of 72 direct stores and 88 franchised stores, as well as three direct
service centers and 51 franchised service centers. We plan to further expand our physical sales and service network through a balanced combination of
direct stores and franchised stores. This planned expansion may not have the desired effect of increasing sales and enhancing our brand recognition in a
cost-efficient manner. We may need to invest significant capital and management resources to operate existing direct stores and open new ones, and
there can be no assurance that we will be able to improve the operational efficiency of our direct stores.
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While our franchise model enables us to pursue an asset-light expansion strategy, such model is also subject to a number of risks. We may not be
able to identify, attract and retain a sufficient number of franchisees with the requisite experience and resources to operate franchised stores. Our
franchisees are responsible for the day-to-day operation of their stores. Although we offer the same trainings and implement the same service standards
for staff from both direct stores and franchised stores, we have limited control over how our franchisees’ businesses are run. If our franchisees fail to
deliver high quality customer service and resolve customer complaints in a timely manner, or if any of their misconduct leads to damages to our brand
image and reputation, our business could be adversely affected. In addition, our agreements with certain of our franchisees are non-exclusive. While
they are required to only sell our Smart EVs in the XPeng-branded franchised stores, they may operate other stores that sell vehicles of multiple other
brands. These franchisees may dedicate more resources to the stores outside of our sales network and may not be able to successfully implement our
sales and marketing initiatives. Furthermore, our franchisees may engage aggressive competition against each other, resulting in cannibalization among
such franchisees. Any such behavior would may harm our business, prospects, financial condition and results of operation.

If we are unable to provide quality services, our business and reputation may be materially and adversely affected.

We aim to provide consumers with a good customer service experience, including providing our customers with access to a comprehensive suite
of charging solutions, after-sales services and value-added services, as well as software sale. Our services may fail to meet our customers’ expectations,
which could adversely affect our business, reputation and results of operations. Furthermore, we offer our customers the option to separately purchase
our XPILOT software, which may not achieve wide customer acceptance. We also plan to expand our monetization on software and content offerings to
include other premium features in the future. If we fail to receive the expected number of orders for monetization of software and content offerings, our
business, results of operations and financial condition would be materially and adversely affected.

Offline after-sale services are primarily carried out by franchised service stores. We and our franchisees have limited experience in servicing our
Smart EVs. Servicing EV is different from servicing ICE vehicles and requires specialized skills, including high voltage training and servicing
techniques. There can be no assurance that our after-sale service arrangements will adequately address the service requirements of our customers to their
satisfaction, or that we and our franchisees will have sufficient resources to meet these service requirements in a timely manner as the volume of
vehicles we deliver increases. Moreover, we provide value-added services, including insurance agency service, automotive loan referral, finance lease,
in-car payment and ride-hailing, and we may expand our value-added services in the future. However, we cannot assure you that we will be able to
successfully monetize our value-added services. In addition, we are subject to certain risks relating to our ride hailing service. For example, the drivers
may be involved in accidents or misconducts, which could result in personal injuries, property damage or other harms for passengers and third parties, as
well as reputational damage and significant liabilities for us.

In addition, we seek to engage with our customers on an ongoing basis using online and offline channels. If we are unable to roll out and establish
a broad service network covering both online and offline channels, consumer experience could be adversely affected, which in turn could materially and
adversely affect our sales, results of operations and prospectus.

We may face challenges in providing charging solutions.

We have marketed our ability to provide our customers a convenient charging experience. We offer installation of home chargers for our
customers. Customers may also charge through XPeng-branded super charging stations and third-party charging piles. We plan to expand our charging
network primarily by partnering with third parties. As of December 31, 2020, we offer a charging network that is connected to over 200,000 third-party
charging piles across China. There can be no assurance that our partners will continue to expand their charging facilities, or that such partners will
continue their cooperation on terms acceptable to us, or at all. As a result, we may need to invest significant capital to establish and operate more
XPeng-branded super charging stations and/or engage additional franchisees to operate such stations. In addition, the installation of home chargers is
handled by third-party service providers, and their service may not meet our customers’ expectations. To the extent we or the relevant third parties are
unable to meet customer expectations or experience difficulties in providing charging solutions, our reputation and business may be materially and
adversely affected.
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The range of our Smart EVs on a single charge declines over time which may negatively influence potential customers’ decisions whether to
purchase our Smart EVs.

The range of our Smart EVs on a single charge declines principally as a function of usage, time and charging patterns as well as other factors. For
example, a customer’s use of his or her Smart EV as well as the frequency with which the battery is charged can result in additional deterioration of the
battery’s ability to hold a charge. Battery deterioration and the related decrease in range may negatively influence potential customer decisions whether
to purchase our Smart EVs, which may adversely affect our ability to market and sell our Smart EVs. There can be no assurance that we will be able to
continue to improve cycle performance of our battery packs in the future.

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 shareholders or introduce covenants that may restrict our operations or our ability to pay dividends.

We will need significant capital to, among other things, conduct research and development, ramping up our production capacity and expand our
sales and service network. As we ramp up our production capacity and operations, we may also require significant capital to maintain our property, plant
and equipment and such costs may be greater than anticipated. We expect that our level of capital expenditures will be significantly affected by user
demand for our Smart EVs and services. Given we have a limited operating history, we have limited historical data on the demand for our Smart EVs
and services. As a result, our future capital requirements may be uncertain and actual capital requirements may be different from those we currently
anticipate. We plan to seek equity or debt financing to finance a portion of our capital expenditures. Such financing might not be available to us in a
timely manner or on terms that are acceptable, or at all.

Our ability to obtain the necessary financing to carry out our business plan is subject to a number of factors, including general market conditions
and investor acceptance of our business plan. These factors may make the timing, amount, terms and conditions of such financing unattractive or
unavailable to us. In particular, recent disruptions in the financial markets and volatile economic conditions could affect our ability to raise capital. If we
are unable to raise sufficient funds, we will have to significantly reduce our spending or delay or cancel our planned activities. In addition, our future
capital needs and other business reasons could require 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 shareholders. We may also raise equity financing through one or more of our operating subsidiaries in
the PRC. As a result, our net loss or net income would be partially attributable to the investors of such operating subsidiaries, which would affect net
loss or net income attributable to shareholders of XPeng Inc. The issuance of debt securities and incurrence of additional indebtedness would result in
increased debt service obligations. Holders of any debt securities or preferred shares will have rights, preferences and privileges senior to those of
holders of our ordinary shares in the event of liquidation. Any financial or other restrictive covenants from any debt securities would restrict our
operations or our ability to pay dividends to our shareholders.

Our industry is rapidly evolving and may be subject to unforeseen changes. Developments in alternative technologies or improvements in the ICE
may materially and adversely affect the demand for our Smart EVs.

We operate in China’s EV market, which is rapidly evolving and may not develop as we anticipate. The regulatory framework governing the
industry is currently uncertain and may remain uncertain for the foreseeable future. As our industry and our business develop, we may need to modify
our business model or change our products and services. These changes may not achieve expected results, which could have a material adverse effect on
our results of operations and prospects.

Developments in alternative technologies, such as advanced diesel, ethanol, fuel cells or compressed natural gas, or improvements in the fuel
economy of the internal combustion engine, may materially and adversely affect our business and prospects in ways we do not currently anticipate. In
addition, a sustained depression of petroleum price could make the ownership of ICE vehicles more attractive to consumers. Any failure by us to
successfully react to changes in alternative technologies and market conditions could materially harm our competitive position and growth prospects.

Our future growth is dependent upon consumers’ willingness to adopt EVs and specifically our Smart EVs.

The demand for our Smart EVs and services will highly depend upon the adoption by consumers of NEVs in general and EVs in particular. The
market for NEVs is still rapidly evolving, characterized by rapidly changing technologies, prices and the competitive landscape, evolving government
regulation and industry standards and changing consumer demands and behaviors.

Other factors that may influence the adoption of NEVs, and specifically EVs, include:

. perceptions about EV quality, safety, design, performance and cost, especially if adverse events or accidents occur that are linked to the
quality or safety of EVs, whether or not such vehicles are produced by us or other OEMs;
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. perceptions about vehicle safety in general, in particular safety issues that may be attributed to the use of advanced technologies, such as
autonomous driving and lithium battery cells;

. the limited range over which EVs may be driven on a single battery charge and the speed at which batteries can be charged;

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

. the availability of other types of NEVs, including plug-in hybrid electric vehicles;

. improvements in the fuel economy of the internal combustion engine;

. the availability of after-sales service for EVs;

. the environmental consciousness of consumers;

. access to charging stations, standardization of EV charging systems and consumers’ perceptions about convenience and cost for charging
an EV;

. the availability of tax and other governmental incentives to purchase and operate EVs or future regulation requiring increased use of

nonpolluting vehicles;
. perceptions about and the actual cost of alternative fuel; and

. macroeconomic factors.

Any of the factors described above may cause current or potential customers not to purchase our Smart EVs and use our services. If the market for
EVs does not develop as we expect or develops more slowly than we expect, our business, prospects, financial condition and operating results will be
affected.

Our financial results may vary significantly from period to period due to the seasonality of our business and fluctuations in our operating costs.

Our operating results may vary significantly from period to period due to many factors, including seasonal factors that may have an effect on the
demand for our Smart EVs. Demand for new cars typically decline over the winter season and during the Chinese New Year holiday, while sales are
generally higher in September and October. Our limited operating history makes it difficult for us to judge the exact nature or extent of the seasonality of
our business. We may record significant increase in revenues when we commence mass delivery of a new product to fulfill customer orders accumulated
in prior periods, but we may not be able to maintain our revenue at similar levels in subsequent periods. Also, any health pandemic or epidemics such as
the COVID-19 outbreak and natural disasters such as unusually severe weather conditions in some markets may impact demand for, and our ability to
manufacture and deliver, our Smart EVs. Our operating results could also suffer if we do not achieve revenue consistent with our expectations for this
seasonal demand because many of our expenses are based on anticipated levels of annual revenue.

We also expect our period-to-period operating results to vary based on our operating costs, which we anticipate will increase significantly in future
periods as we, among other things, design and develop new models, develop new technological capabilities, ramp up our manufacturing facilities and
expand our physical sales network, as well as expanding our general and administrative functions to support our growing operations. We may incur
substantial research and development and/or selling expenses when we develop and/or promote a new product in a given period without generating any
revenue from such product until we start delivery of such products to customers in future periods. As a result of these factors, we believe that
period-to-period comparisons of our operating results are not necessarily meaningful and that these comparisons may not be indicative of future
performance. Moreover, our operating results may not meet expectations of equity research analysts or investors. If this occurs, the trading price of our
ADSs could fall substantially either suddenly or over time.

If we fail to effectively manage the risks related to our finance lease program, our business may be adversely affected.

We cooperate with banks and connect them with customers who seek automotive financing solutions. We believe the availability of financing
options is important to our customers. If affordable automotive financing solutions are not available for our customers, we may not be able to grow our
sales. To complement the banks’ services, we also offer finance leases to our customers through a wholly-owned subsidiary, and we record the relevant
finance leases on our balance sheet. As of December 31, 2020, the amount of finance lease receivables was RMB553.5 million (US$84.8 million). As
we continue to grow our business, we may increase the amount of finance leases we offer. We may not be able to obtain adequate funding for our
finance lease program. We may also fail to effectively manage the credit risks related to our finance lease program, which would materially and
adversely affect our business, results of operations and financial condition. In 2018, 2019 and 2020, the amount of write-down of finance lease
receivables was nil, RMB0.8 million and RMB3.5 million (US$0.5 million), respectively. In addition, if we do not successfully monitor and comply
with applicable national and/or local financial regulations and consumer protection laws governing finance lease transactions, we may become subject to
enforcement actions or penalties, which would adversely affect our business.
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Any cyber-attacks, unauthorized access or control of our Smart EVs’ systems could result in loss of confidence in us and our Smart EVs and harm
our business.

Our Smart EVs contain complex information technology systems to support smart technology functions and to accept and install periodic OTA
firmware updates. We have designed, implemented and tested security measures intended to prevent unauthorized access to our information technology
networks and our Smart EVs’ technology systems. However, hackers may attempt to gain unauthorized access to modify, alter and use such networks
and systems. We encourage reporting of potential vulnerabilities in the security of our Smart EV's, and we aim to remedy any reported and verified
vulnerability. However, there can be no assurance that vulnerabilities will not be exploited in the future before they can be identified, or that our
remediation efforts are or will be successful. Any cyber-attacks, unauthorized access, disruption, damage or control of our information technology
networks or our Smart EVs’ systems or any loss or leakage of data or information stored in our systems could result in legal claims or proceedings. In
addition, regardless of their veracity, reports of cyber-attacks to our information technology networks or our Smart EVs’ systems or data, as well as
other factors that may result in the perception that our information technology networks or our Smart EVs’ systems or data are vulnerable to “hacking,”
could negatively affect our brand and harm our business, prospects, financial condition and results of operation.

Actual or alleged failure to comply with data privacy and protection laws and regulations could damage our reputation, and discourage consumers
from purchasing our Smart EVs.

We are subject to various data privacy and protection laws and regulations in China, including, without limitation, the PRC Cyber Security Law.
Pursuant to these laws and regulations, a service provider is required to obtain a user’s consent to collect the user’s personal information. See “Item 4.
Information on the Company—B. Business Overview—Regulations—Regulation Related to Internet Security and Privacy Protection.”

We have adopted strict information security policies, and we use a variety of technologies to protect the data with which we are entrusted. We
mainly collect and store data relating to the usage of our Smart EVs, the autonomous driving system and intelligent operating system, as well as data
collected through our sales and services channels. To the extent we collect customer information, we obtain prior consent from our customers in
accordance with applicable laws and regulations. We de-sensitize customer data by removing personally identifiable information, when such information
is not relevant to our business. We then analyze such information to improve our technologies, products and services. We use a variety of technologies to
protect the data with which we are entrusted. For further information, see “Item 4. Information on the Company—B. Business Overview—Data Privacy
and Security.”

Nevertheless, collection, use and transmission of customer data may subject us to legislative and regulatory burdens in China and other
jurisdictions, which could, among other things, require notification of data breach, restrict our use of such information and hinder our ability to acquire
new customers or serve existing customers. In particular, we began delivering Smart EVs to Europe in September 2020 and must therefore comply with
the General Data Protection Regulation (EU) 2016/679 that became applicable on May 25, 2018, or the GDPR. The GDPR places stringent obligations
and operational requirements on processors and controllers of personal data, including requiring expanded disclosures to data subjects about how their
personal data is to be used, limitations on retention of information, mandatory data breach notification requirements, and higher standards for data
controllers to demonstrate that they have obtained either valid consent or have another legal basis in place to justify their data processing activities. If we
were found to be in violation of customers’ rights to data privacy, we could face administrative investigation, disciplinary actions, civil claims and
reputational damage. We may incur significant expenses to comply with laws and regulations relating to data privacy, data security and consumer
protection, as well as relevant industry standards and contractual obligations. If third parties improperly obtain and use the personal information of our
customers, we may be required to expend significant resources to resolve such problems.

In addition, the interpretation and application of personal information protection laws and regulations and standards are still uncertain and
evolving. We cannot assure you that relevant governmental authorities will not interpret or implement the laws or regulations in ways that negatively
affect us. We may also become subject to additional or new laws and regulations regarding the protection of personal information or privacy-related
matters in connection with our methods for data collection and storage. In addition to the regulatory requirements, consumer attitudes towards data
privacy are also evolving, and consumer concerns about the extent to which their data is collected by us may adversely affect our ability to gain access
to data and improve our technologies, products and services. Furthermore, the integrity of our data protection measures could be compromised by
system failures, security breaches or cyber-attacks. If we are unable to comply with the applicable laws and regulations or effectively address data
privacy and protection concerns, such actual or alleged failure could damage our reputation, discourage consumers from purchasing our Smart EVs and
subject us to significant legal liabilities.
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Interruption or failure of our information technology and communications systems could impact our ability to effectively provide our services.

We enable our customers to access a variety of features and services through our mobile apps. In addition, certain of Smart EVs’ features depend
to a certain extent on connectivity to our information technology systems. As such, the availability and effectiveness of our services depend on the
continued operation of our information technology and communications systems. Our systems are vulnerable to damage or interruption from, among
others, fire, terrorist attacks, natural disasters, power loss, telecommunications failures, computer viruses or other attempts to harm our systems. Our
data centers are also subject to break-ins, sabotage, and intentional acts of vandalism, and to potential disruptions. Some of our systems are not fully
redundant, and our disaster recovery planning cannot account for all eventualities. Any problems at our data centers could result in lengthy interruptions
in our service. In addition, our products and services are highly technical and complex and may contain errors or vulnerabilities, which could result in
interruptions in our services or the failure of our systems.

We are subject to anti-corruption and anti-bribery and similar laws, and non-compliance with such laws can subject us to administrative, civil and
criminal fines and penalties, collateral consequences, remedial measures and legal expenses, all of which could adversely affect our business,
results of operations, financial condition and reputation.

We are subject to anti-corruption, anti-bribery and similar laws and regulations in various jurisdictions in which we conduct activities. We have
direct or indirect interactions with officials and employees of government agencies and state-owned affiliated entities in the ordinary course of business.
These interactions subject us to an increased level of compliance-related concerns. We have implemented policies and procedures designed to ensure
compliance by us and our directors, officers, employees, representatives, consultants, agents and business partners with applicable anti-corruption and
anti-bribery and similar laws and regulations. However, our policies and procedures may not be sufficient and our directors, officers, employees,
representatives, consultants, agents, and business partners could engage in improper conduct for which we may be held responsible.

Non-compliance with anti-corruption or anti-bribery laws and regulations could subject us to whistleblower complaints, adverse media coverage,
investigations, and severe administrative, civil and criminal sanctions, collateral consequences, remedial measures and legal expenses, all of which
could materially and adversely affect our business, results of operations, financial condition and reputation.

Our business depends substantially on the continuing efforts of our executive officers, key employees and qualified personnel, and our operations
may be severely disrupted if we lose their services.

Our success depends substantially on the continued efforts of our executive officers and key employees. If one or more of our executive officers or
key employees were unable or unwilling to continue their services with us, we might not be able to replace them easily, in a timely manner, or at all. As
we build our brand and become more well-known, the risk that competitors or other companies may poach our talent increases. Our industry is
characterized by high demand and intense competition for talent, in particular with respect to qualified talents in the areas of Smart EVs and autonomous
driving technologies, and therefore we cannot assure you that we will be able to attract or retain qualified staff or other highly skilled employees. In
addition, because our Smart EVs are based on a different technology platform than traditional ICE vehicles, individuals with sufficient training in Smart
EVs may not be available to hire, and we will need to expend significant time and expense training the employees we hire. We also require sufficient
talent in areas such as software development. Furthermore, as our company is relatively young, our ability to train and integrate new employees into our
operations may not meet the growing demands of our business, which may materially and adversely affect our ability to grow our business and our
results of operations.

If any of our executive officers and key employees terminates his or her services with us, our business may be severely disrupted, our financial
condition and results of operations may be materially and adversely affected and we may incur additional expenses to recruit, train and retain qualified
personnel. We have not obtained any “key person” insurance on our key personnel. If any of our executive officers or key employees joins a competitor
or forms a competing company, we may lose customers, know-how and key professionals and staff members. Each of our executive officers and key
employees has entered into an employment agreement and a non-compete agreement with us. However, if any dispute arises between our executive
officers or key employees and us, the non-competition provisions contained in their non-compete agreements may not be enforceable, especially in
China, where these executive officers reside, on the ground that we have not provided adequate compensation to them for their non-competition
obligations, which is required under relevant PRC laws.
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Misconduct by our employees during and before their employment with us could expose us to potentially significant legal liabilities, reputational
harm and/or other damages to our business.

Many of our employees play critical roles in ensuring the safety and reliability of our products and services and/or our compliance with relevant
laws and regulations in the areas including, but not limited to, trade secrets, privacy, data protection, anti-corruption and anti-money laundering. Certain
of our employees have access to sensitive information and/or proprietary technologies and know-how. While we have adopted codes of conduct for all
of our employees and implemented detailed policies and procedures relating to intellectual property, proprietary information and trade secrets, we cannot
assure you that our employees will always abide by these codes, policies and procedures nor that the precautions we take to detect and prevent employee
misconduct will always be effective. If any of our employees engage in any misconduct, illegal or suspicious activities, including but not limited to,
misappropriation or leakage of sensitive client information or proprietary information, we and such employees could be subject to legal claims and
liabilities and our reputation and business could be adversely affected as a result.

In addition, while we have screening procedures during the recruitment process, we cannot assure you that we will be able to uncover misconduct
of job applicants that occurred before we offered them employment, or that we will not be affected by legal proceedings against our existing or former
employees as a result of their actual or alleged misconduct. For example, one former employee of ours was arrested and then charged in July 2018 with
stealing trade secrets from his previous employer, Apple. Although the alleged theft occurred before he was employed by us, we were subpoenaed by the
grand jury to produce certain documents. There has been no development on this case since 2019.

Another former employee of ours was sued by Tesla in March 2019 for misappropriation of trade secrets while he was employed by Tesla. We
cooperated with Tesla and provided various documents and information relating to the employee to Tesla upon their request. After over two years of
litigation and extensive discovery effort, a joint stipulation of dismissal with prejudice was filed by this former employee and Tesla on April 15, 2021,
and it is disclosed that the parties entered into a confidential settlement agreement to resolve all claims asserted in the action.

While we have put in place various safeguards to address the risk of unauthorized third-party information being introduced into our systems or
used in our operations, and based on internal investigation, we are confident that neither of these two former employees introduced or used any external
confidential information in our systems or business operations, we had to spend significant amount of time and efforts to handle these matters and
answer related inquiries. Moreover, we could be involved in other proceedings, or be forced to defend against allegations that may arise in the future,
even when such allegations are not justified. Any negative publicity surrounding these cases, especially in the event that any of such employees or
former employees is found to have committed any wrongdoing, could negatively affect our reputation and may have an adverse impact on our business.

We may become subject to product liability claims, which could harm our financial condition and liquidity if we are not able to successfully defend
against such claims.

If we become liable for product liability claims, our business, operating results and financial condition may be harmed. The automotive industry
experiences significant product liability claims and we face inherent risk of exposure to claims in the event our Smart EV's do not meet applicable
standards or requirements, resulting in property damage, personal injury or death. Our risks in this area are particularly pronounced given we have
limited experience of offering Smart EVs. Although we implement full-cycle quality control, covering design, procurement, production, sales and after-
sales services, we cannot assure you that our quality control measures will be as effective as we expect. Any failure in any of our quality control steps
would cause a defect in our Smart EVs, and in turn, could harm our customers. A successful product liability claim against us could require us to pay a
substantial monetary award. Moreover, a product liability claim could generate substantial negative publicity about our Smart EVs and business and
inhibit or prevent commercialization of our future Smart EVs, which would have a material adverse effect on our brand, business, prospects, financial
condition and results of operations.

In China, vehicles must meet or exceed all mandated safety standards. Rigorous testing and the use of approved materials and equipment are
among the requirements for achieving such standards. Vehicles must pass various tests and undergo a certification process and be affixed with China
Compulsory Certification, or CCC, before receiving delivery from the factory, being sold, or being used in any commercial activity, and such
certification is also subject to periodic renewal. Although our G3 and P7 have received CCC certifications, we cannot assure you that each of our future
Smart EV models will be able to receive such certifications. Furthermore, the government carries out the supervision and scheduled and unscheduled
inspection of certified vehicles on a regular basis. In the event that our certification fails to be renewed upon expiry, a certified vehicle has a defect
resulting in quality or safety accidents, or consistent failure of certified vehicles to comply with certification requirements is discovered during
follow-up inspections, the CCC may be suspended or even revoked. With effect from the date of revocation or during suspension of the CCC, any
vehicle that fails to satisfy the requirements for certification may not continue to be delivered, sold or used in any commercial activity. Failure of any of
our Smart EV models to satisfy motor vehicle standards would have a material adverse effect on our business, prospects, financial condition and results
of operations.
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Our Smart EVs make use of lithium cells, and lithium cells may catch fire or vent smoke and flame on rare occasions.

Our Smart EVs’ battery packs make use of lithium cells. On rare occasions, lithium 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 cells. While our batteries are built with robust safety features and
strong thermal management capabilities, there can be no assurance that our batteries will always function safely. If any safety accident occurs to any of
our Smart EVs’ battery pack, we could be subject to lawsuits, product recalls or redesign efforts, all of which would be time consuming and expensive.
Also, negative public perceptions regarding the suitability of lithium cells for automotive applications or any future incident involving lithium cells,
such as a vehicle fire, even if such incident does not involve our Smart EVs, could seriously harm customers’ confidence in our Smart EVs.

Furthermore, we may store high volumes of lithium cells and battery modules and packs at our facilities. Any mishandling of battery cells may
cause disruption to the operation of such facilities. While we have implemented safety procedures related to the handling of the cells, there can be no
assurance that a safety issue or fire related to the cells would not disrupt our operations. Any such disruptions or issues may harm our brand and
business.

If our vehicle owners customize our Smart EVs or change the charging infrastructure with aftermarket products, the vehicle may not operate
properly.

Automobile enthusiasts may seek to “hack” our Smart EVs to modify their performance which could compromise vehicle safety systems. Also,
customers may customize our Smart EVs with after-market parts that can compromise driver safety. We do not test, nor do we endorse, such changes. In
addition, the use of improper external cabling or unsafe charging outlets can expose our customers to injury from high voltage electricity. Such
unauthorized modifications could reduce the safety of our Smart EV's and any injuries resulting from such modifications could result in adverse
publicity, which would negatively affect our brand and harm our business, prospects, financial condition and results of operations.

We may need to defend ourselves against claims for intellectual property infringement, which may be time-consuming and would cause us to incur
substantial costs.

Companies, organizations or individuals, including our competitors, may hold or obtain patents, trademarks or other proprietary rights that would
prevent, limit or interfere with our ability to make, use, develop, sell or market our Smart EVs, which could make it more difficult for us to operate our
business. From time to time, we may receive communications from holders of patents, copyrights or trademarks regarding their proprietary rights.
Companies holding patents, copyrights, trademarks or other intellectual property rights may bring suits alleging infringement of such rights by us or our
employees or otherwise assert their rights and urge us to take licenses. Any such intellectual property infringement claim could result in costly litigation
and divert our management’s attention and resources.

If we or our employees are determined to have infringed upon a third party’s intellectual property rights, we may be required to do one or more of
the following:

. cease offering Smart EVs or services that incorporate or use the challenged intellectual property;

. pay substantial damages;

. seek a license from the holder of the infringed intellectual property right, which license may not be available on reasonable terms or at all;
. redesign our Smart EVs or relevant services which would incur significant cost; or

. establish and maintain alternative branding for our Smart EVs and services.

In the event of a successful claim of infringement against us and our failure or inability to obtain a license to the infringed technology or other
intellectual property right, our business, prospects, financial condition and results of operation could be materially and adversely affected. In addition,
any litigation or claims, whether or not valid, could result in substantial costs, negative publicity and diversion of resources and management attention.
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We may not be able to prevent others from unauthorized use of our intellectual property, which could harm our business and competitive position.

We rely on a combination of patents, trademarks, copyrights, trade secrets and confidentiality agreements to protect our proprietary rights. As of
December 31, 2020, we had 688 patents (including 151 invention patents), 1,305 pending patent applications, 477 registered trademarks and 85 pending
trademark applications in China and certain other jurisdictions, which we have invested significant resources to develop. We rely on trademark and
patent law, trade secret protection and confidentiality and license agreements with our employees and others to protect our intellectual proprietary rights.
In addition, any unauthorized use of our intellectual property by third parties may adversely affect our current and future revenues and our reputation.

There can be no assurance that our application for the registration with competent government authorities of trademarks and other intellectual
property rights related to our current or future business will be approved, or our intellectual property rights will not be challenged by third parties or
found by the relevant governmental or judicial authority to be invalid or unenforceable. From time to time, we may encounter difficulties registering our
trademarks or other intellectual properties or have disputes with third parties regarding our trademarks or other intellectual properties. If the relevant
trademarks or other intellectual properties could not be registered, we may fail to prevent others from using such intellectual properties, and our
business, financial condition and results of operations may be materially and adversely affected.

Implementation and enforcement of PRC intellectual property-related laws have historically been deficient and ineffective. Accordingly,
protection of intellectual property rights in China may not be as effective as in the United States, Europe, or other developed countries or regions.
Furthermore, policing unauthorized use of proprietary technology is difficult and expensive. Despite our efforts to protect our proprietary rights, third
parties may attempt to copy or otherwise obtain and use our intellectual property or seek court declarations that they do not infringe upon our intellectual
property rights. Monitoring unauthorized use of our intellectual property is difficult and costly, and we cannot assure you that the steps we have taken or
will take will prevent misappropriation of our intellectual property. From time to time, we may have to resort to litigation to enforce our intellectual
property rights, which could result in substantial costs and diversion of our resources.

In addition, as our patents may expire and may not be extended and our patent rights may be contested, circumvented, invalidated or limited in
scope, our patent rights may not protect us effectively. In particular, we may not be able to prevent others from developing or exploiting competing
technologies, which could have a material and adverse effect on our business operations, financial condition and results of operations.

The use of certain premises may be disrupted if the land-use-purpose statutory provisions are strictly enforced by competent government authorities.

We lease a number of properties for our stores, service centers, offices and self-operated charging stations across China. Certain leased properties
are not used in accordance with the designated purposes of such properties. For example, some stores or offices are currently located on lands designated
for industrial usage instead of commercial usage. Under the PRC legal regime regarding the land use right, land shall be used strictly in line with the
approved usage of the land. Any change as contemplated to the usages of land shall go through relevant land alteration registration procedures. If any
state-owned land is illegally used beyond the approved usage, the land administrative departments of the PRC governments at and above the county
level may retrieve the land and impose a fine. As such, our usage of such leased properties may subject the landlords to retrieval of land or removal of
the buildings by the PRC government authorities and therefore we may need to move our stores, offices or charging stations somewhere else and
additional relocation costs will be incurred.

In addition, certain leased properties had been mortgaged by the landlords to third parties before entering into lease agreements with us, and
certain lessors of our leased properties failed to provide the building ownership certificates or other evidence demonstrating their rights to lease such
properties. If the mortgagees of the leased properties exercise their mortgage right or the lessors do not actually have the rights to lease the relevant
properties to us, we will not be able to continue our leases on the said properties and therefore we may need to relocate the relevant functions
somewhere else and additional relocation costs will be incurred.

Our insurance coverage strategy may not be adequate to protect us from all business risks.

We have limited liability insurance coverage for our products and business operations. A successful liability claim against us due to injuries
suffered by our customers could materially and adversely affect our financial condition, results of operations and reputation. In addition, we do not have
any business disruption insurance. Any business disruption event could result in substantial cost to us and diversion of our resources.
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From time to time we may evaluate and potentially consummate strategic investments or acquisitions, which could require significant management
attention, disrupt our business and adversely dffect our financial results.

We may evaluate and consider strategic investments, combinations, acquisitions or alliances to enhance our competitive position. These
transactions could be material to our financial condition and results of operations if consummated. If we are able to identify an appropriate business
opportunity, we may not be able to successfully consummate the transaction and, even if we do consummate such a transaction, we may be unable to
obtain the benefits or avoid the difficulties and risks of such transaction, which may result in investment losses.

Strategic investments or acquisitions will involve risks commonly encountered in business relationships, including:

. difficulties in assimilating and integrating the operations, personnel, systems, data, technologies, products and services of the acquired
business;
. inability of the acquired technologies, products or businesses to achieve expected levels of revenue, profitability, productivity or other

benefits including the failure to successfully further develop the acquired technology;

. difficulties in retaining, training, motivating and integrating key personnel;

. diversion of management’s time and resources from our normal daily operations and potential disruptions to our ongoing businesses;
. strain on our liquidity and capital resources;

. difficulties in executing intended business plans and achieving synergies from such strategic investments or acquisitions;

. difficulties in maintaining uniform standards, controls, procedures and policies within the overall organization;

. difficulties in retaining relationships with existing suppliers and other partners of the acquired business;

. risks of entering markets in which we have limited or no prior experience;

. regulatory risks, including remaining in good standing with existing regulatory bodies or receiving any necessary pre-closing or post-

closing approvals, as well as being subject to new regulators with oversight over an acquired business;

. assumption of contractual obligations that contain terms that are not beneficial to us, require us to license or waive intellectual property
rights or increase our risk for liability;

. liability for activities of the acquired business before the acquisition, including intellectual property infringement claims, violations of
laws, commercial disputes, tax liabilities and other known and unknown liabilities; and

. unexpected costs and unknown risks and liabilities associated with strategic investments or acquisitions.

Any future investments or acquisitions may not be successful, may not benefit our business strategy, may not generate sufficient revenues to offset
the associated acquisition costs or may not otherwise result in the intended benefits.

Certain of our operating subsidiaries may be required to obtain additional licenses or permits or make additional filings or registrations.

In order to operate our business, we need to obtain a series of licenses, permits and approvals, make filings or complete registrations according to
relevant PRC laws and regulations. However, given the significant amount of discretion held by local PRC authorities in interpreting, implementing and
enforcing relevant rules and regulations, as well as other factors beyond our control, we cannot guarantee you that we have obtained or will be able to
obtain and maintain all requisite licenses, permits, filings and registrations.
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For example, PRC governments impose sanctions for engaging in value-added telecommunication services, or the VATS, without having obtained
the VATS licenses for relevant categories. These sanctions include corrective orders and warnings from the PRC communication administration
authority, fines and confiscation of illegal gains and, in the case of significant infringements, the websites and mobile apps may be ordered to cease
operation. We have obtained two VATS licenses for Internet content provider, each held by Zhipeng IoV and Yidian Chuxing, respectively. Given that
the interpretation of such regulations and PRC regulatory authorities’ enforcement of such regulations in the context of VATS industry are evolving and
remain uncertain, it is unclear whether we are required to obtain other VAT licenses. If we are not able to comply with all applicable legal requirements,
we may be subject to fines, confiscation of the gains derived from our non-compliant operations or suspension of our non-compliant operations, any of
which may materially and adversely affect our business, financial condition and results of operations.

Certain of our operating subsidiaries that are providing repair and maintenance services have not made the automobile maintenance and
management filing with competent government authorities. We may be ordered by the competent government authorities to rectify such non-compliance
and may also be subject to fines. In addition, one of our operating subsidiaries that is engaged in the cash settlement activities in relation to our
franchised charging stations may be deemed as providing payment services and thus be required to obtain the payment business license. If we were
deemed as providing payment services without obtaining the payment business license, we may be ordered by the People’s Bank of China, or the PBOC,
or its local branch to cease the activities related to cash settlement.

In addition, due to the uncertainties regarding the interpretation of the laws and regulations related to online transmission business of audio and
visual programs and PRC regulatory authorities’ enforcement of such laws and regulations, we may be required to obtain a License for Online
Transmission of Audio and Visual Programs, as we allow users of our XPeng mobile app to upload and share audio and video content on the mobile app
from time to time. If the government authorities determine that the audio and video uploading feature on our XPeng mobile app should be subject to this
license requirement, we may be required to obtain necessary license and may even be subject to penalties, fines, legal sanctions and/or an order to
remove such feature. As of the date of this annual report, we have not received any notice of warning or been subject to penalties or other disciplinary
action from the relevant government authorities regarding the lack of a License for Online Transmission of Audio and Visual Programs.

We may from time to time be subject to claims, disputes, lawsuits and other legal and administrative proceedings.

We are currently not party to any material legal or administrative proceedings. However, in light of the nature of our business, we and our
management are susceptible to potential claims or disputes. We and certain of our management have been, and may from time to time in the future be,
subject to or involved in various claims, disputes, lawsuits and other legal and administrative proceedings. Lawsuits and litigations may cause us to
incur defense costs, utilize a significant portion of our resources and divert management’s attention from our day-to-day operations, any of which could
harm our business. Claims arising out of actual or alleged violations of law, breach of contract or torts could be asserted against us by customers,
business partners, suppliers, competitors, employees or governmental entities in investigations and legal proceedings. In particular, according to the PRC
Social Insurance Law and the Administrative Measures on Housing Fund, employers are required, together with their employees or separately, to pay
the social insurance premiums and housing funds for their employees. Employers that fail to make adequate social insurance and housing fund
contributions may be subject to fines and legal sanctions. If the relevant PRC authorities determine that we shall make supplemental contributions, that
we are not in compliance with labor laws and regulations, or that we are subject to fines or other legal sanctions, such as order of timely rectification,
and our business, financial condition and results of operation may be adversely affected.

We are subject to various environmental and safety laws and regulations that could impose substantial costs upon us and cause delays in building
our manufacturing facilities.

We are subject to multiple environmental and safety laws and regulations related to the manufacture of our Smart EVs, including the use of
hazardous materials in the manufacturing process and the operation of our manufacturing plant. Such laws and regulations govern the use, storage,
discharge and disposal of hazardous materials during the manufacturing process. We are responsible for obtaining and/or periodically renewing the
waste disposal permits and other relevant permits for our Zhaoqing plant. There is no assurance that we will be able to obtain or renew such permits in a
timely manner.

In addition, from time to time, the government of the PRC issues new regulations, which may require additional actions on our part to comply. If
the Zhaoqing plant or any of our other future constructions fails to comply with applicable regulations or maintain the relevant permits, we could be
subject to substantial liability for clean-up efforts, personal injury or fines or be forced to close or temporarily cease the operations of the Zhaoqing plant
or other relevant constructions, any of which could have a material adverse effect on our business, prospects, financial condition and results of
operation. Our business could also be materially and adversely affected if the Haima plant fails to comply with applicable environmental and safety laws
and regulations.
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If we fail to maintain an effective system of internal control over financial reporting, we may be unable to accurately report our financial results or
prevent fraud, and investor confidence in our company and the market price of our ADSs may be adversely affected.

We are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act and the rules and regulations of the NYSE. The
Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal controls over financial
reporting. Commencing with our fiscal year ending December 31, 2021, we must perform system and process evaluation and testing of our internal
controls over financial reporting to allow management to report on the effectiveness of our internal controls over financial reporting in our Form 20-F
filing for that year, as required by Section 404 of the Sarbanes-Oxley Act. In addition, once we cease to be an “emerging growth company” as the term
is defined in the JOBS Act, our independent registered public accounting firm must attest to and report on the effectiveness of our internal control over
financial reporting. Our management may conclude that our internal control over financial reporting is not effective. Moreover, even if our management
concludes that our internal control over financial reporting is effective, our independent registered public accounting firm, after conducting its own
independent testing, may issue a report that is qualified if it is not satisfied with our internal controls or the level at which our controls are documented,
designed, operated or reviewed, or if it interprets the relevant requirements differently from us. This will require that we incur substantial additional
professional fees and internal costs to expand our accounting and finance functions and that we expend significant management efforts. We may
experience difficulty in meeting these reporting requirements in a timely manner.

In connection with the preparation and audits of our consolidated financial statements as of and for the years ended December 31, 2018, 2019 and
2020, we and our independent registered public accounting firm identified one material weakness in our internal control over financial reporting which
was outstanding as of December 31, 2020. The material weakness identified relates to the lack of sufficient financial reporting and accounting personnel
with appropriate knowledge of U.S. GAAP, in particular, to (i) develop comprehensive U.S. GAAP accounting policies and financial reporting
procedures to address complex U.S. GAAP technical accounting issues and (ii) prepare and review our consolidated financial statements and related
disclosures in accordance with U.S. GAAP and financial reporting requirements set forth by the SEC.

We have implemented and are continuing to implement a number of measures to address the material weakness that has been identified. However,
these measures require validation and testing of the operating effectiveness of internal controls over a sustained period of financial reporting cycles. We
cannot assure you that we or our independent registered public accounting firm will not identify such material weakness in connection with the
preparation and audits of our consolidated financial statements for periods of future financial reporting cycles.

In addition, neither we nor our independent registered public accounting firm undertook a comprehensive assessment of our internal control under
the Sarbanes-Oxley Act for purposes of identifying and reporting any weakness in our internal control over financial reporting as of and for the year
ended December 31, 2020. Had we performed a formal assessment of our internal control over financial reporting or had our independent registered
public accounting firm performed an audit of our internal control over financial reporting, additional control deficiencies may have been identified.

Our internal control over financial reporting will not prevent or detect all errors and all fraud. A control system, no matter how well designed and
operated, can provide only reasonable, not absolute, assurance that the control system’s objectives will be met. Because of the inherent limitations in all
control systems, no evaluation of controls can provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues
and instances of fraud will be detected.

If we are not able to comply with the requirements of Section 404 of the Sarbanes-Oxley Act in a timely manner, or if we are unable to maintain
proper and effective internal controls, we may not be able to produce timely and accurate financial statements. If that were to happen, the market price
of our ADSs could decline and we could be subject to sanctions or investigations by the NYSE, SEC or other regulatory authorities.

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

We have invested and expect to continue to invest significantly in what we believe is state of the art tooling, machinery and other manufacturing
equipment in our manufacturing facilities, and we depreciate the cost of such equipment over their expected useful lives. However, manufacturing
technology may evolve rapidly, and we may decide to update our manufacturing process with cutting-edge equipment more quickly than expected.
Moreover, as our engineering and manufacturing expertise and efficiency increase, we may be able to manufacture our Smart EVs using less of our
installed equipment. The useful life of any equipment that would be retired early as a result would be shortened, causing the depreciation on such
equipment to be accelerated, and to the extent we own such equipment, our results of operations could be negatively impacted.
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Our warranty reserves may be insufficient to cover future warranty claims which could adversely affect our financial performance.

We offer competitive warranty terms. To retail customers who purchased the G3, we offer (i) a four-year or 100,000-kilometer warranty and (ii) an
eight-year or 150,000-kilometer warranty for critical components, such as battery pack, motors and VCU. To retail customers who purchased the P7, we
offer (i) a five-year or 120,000-kilometer warranty and (ii) an eight-year or 160,000-kilometer warranty for critical components, such as battery pack,
motors and VCU. With respect to each vehicle model, we also offer a two-year or 50,000-kilometer warranty covering vehicle repair, replacement and
refund, in the event of certain product malfunctions specified in the applicable regulation. We accrue a warranty reserve for the Smart EVs sold by us,
which includes our best estimate of the projected costs to repair or replace items under warranties and recalls when identified. We have limited
experience with warranty claims regarding our Smart EVs or with estimating warranty reserves. As of December 31, 2020, we had warranty reserves in
respect of our Smart EVs of RMB111.4 million (US$17.1 million). We cannot assure you that such reserves will be sufficient to cover future claims. We
could, in the future, become subject to a significant and unexpected warranty claims, resulting in significant expenses, which would in turn materially
and adversely affect our business, prospects, financial condition and results of operation.

We face risks associated with the international sale of our Smart EVs, and if we are unable to effectively manage these risks, our business, financial
condition and results of operations may be materially and adversely affected.

While we historically sold all of our Smart EVs in China, we are exploring opportunities to expand into international markets. For example, we
began to accept customer orders for our G3 from Norway through a local dealer and started delivering the Smart EV's to such country in September
2020. We may also test sales into other international markets. While we expect China will continue to be our primary market, the marketing and sale of
our Smart EVs to international markets may increase in the future, which will expose us to a number of risks, including, but not limited, to:

. fluctuations in foreign currency exchange rates;

. increased costs associated with maintaining the ability to understand the local markets and develop and maintain effective marketing and
distributing presence in various countries;

. providing customer service and support in these markets;

. difficulty with staffing and managing overseas operations;

. failure to develop appropriate risk management and internal control structures tailored to overseas operations;

. difficulty and cost relating to compliance with different commercial and legal requirements of the overseas markets in which we offer or

plan to offer our products and services including charging and other electric infrastructures;

. failure to obtain or maintain permits for our products or services in these markets;

. different safety concerns and measures needed to address accident related risks in different countries and regions;
. inability to obtain, maintain or enforce intellectual property rights;

. unanticipated changes in prevailing economic conditions and regulatory requirements; and

. trade barriers such as export requirements, tariffs, taxes and other restrictions and expenses.

Our expansion into international markets will require us to respond timely and effectively to rapid changes in market conditions in the relevant
countries. Our success in international expansion depends, in part, on our ability to succeed in different legal, regulatory, economic, environmental,
social and political conditions which we have little control over. We may not be able to develop and implement policies and strategies that will be
effective in each location where we do business. A change in one or more of the factors described above may have a material adverse effect on our
business, financial condition and results of operations.

We have incurred and may continue to incur substantial share-based compensation expenses.

In 2015, our subsidiary, Chengxing Zhidong, adopted a share incentive plan, pursuant to which options were granted to certain employees of
Chengxing Zhidong. In June 2020, XPeng Inc. adopted a share incentive plan, or the Plan, to replace the share incentive plan adopted by Chengxing
Zhidong, and we issued RSUs to replace the options granted to certain employees of Chengxing Zhidong. As of March 31, 2021, 48,290,303 RSUs were
outstanding, and shares underlying 15,022,370 of such RSUs were held by XPeng Fortune Holdings Limited, which has been established for our share
incentive plan. We are required to recognize compensation expense for an equity award over the period in which the recipient is required to provide
service in exchange for the equity award. Because the vesting of the RSUs (including the RSUs issued to replace the options granted under the share
incentive plan of Chengxing Zhidong) is contingent upon the completion of an initial public offering or change in control, we did not recognize any
share-based compensation expense relating to such equity awards until the completion of our IPO in August 2020. For the year ended December 31,
2020, we recognized RMB996.4 million (US$152.7 million) of share-based compensation expenses, and as of December 31, 2020, the amount of
unrecognized share-based compensation expenses was RMB426.8 million (US$65.4 million), a major portion of which was related to equity awards
granted before our IPO. Moreover, if additional RSUs or other share incentives are granted to our employees, directors or consultants in the future, we
will incur additional share-based compensation expense and our results of operations will be further adversely affected.
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Any financial or economic crisis, or perceived threat of such a crisis, including a significant decrease in consumer confidence, may materially and
adversely affect our business, prospects, financial condition and results of operation.

The global macroeconomic environment is facing challenges. There is considerable uncertainty over the long-term effects of the expansionary
monetary and fiscal policies adopted by the central banks and financial authorities of some of the world’s leading economies, including the United
States. There have been concerns over the downturn in economic output caused by the COVID-19 outbreak. It is unclear whether these challenges will
be contained and what effects they each may have. Economic conditions in China are sensitive to global economic conditions. Recently there have been
signs that the rate of China’s economic growth is declining, and China’s economy contracted in the first quarter of 2020 as a result of the COVID-19
outbreak. Any prolonged slowdown in China’s economic development might lead to tighter credit markets, increased market volatility, sudden drops in
business and consumer confidence and dramatic changes in business and consumer behaviors.

Sales of our Smart EVs depend in part on discretionary consumer spending and are even more exposed to adverse changes in general economic
conditions. In response to their perceived uncertainty in economic conditions, consumers might delay, reduce or cancel purchases of our Smart EVs and
our results of operations may be materially and adversely affected.

We could be adversely affected by political tensions between the United States and China.
Political tensions between the United States and China have escalated in recent years due to, among other things,
. the trade war between the two countries since 2018;
. the COVID-19 outbreak;
. the PRC National People’s Congress’ passage of Hong Kong national security legislation;

. the imposition of U.S. sanctions on certain Chinese officials from China’s central government and the Hong Kong Special Administrative
Region by the U.S. government, and the imposition of sanctions on certain individuals from the U.S. by the Chinese government;

. various executive orders issued by former U.S. President Donald J. Trump, such as the one issued in August 2020 that prohibits certain
transactions with ByteDance Ltd., Tencent Holdings Ltd. and the respective subsidiaries of such companies;

. the executive order issued in November 2020 that prohibits U.S. persons from transacting publicly traded securities of certain “Communist
Chinese military companies” named in such executive order;

. the executive order issued in January 2021 that prohibits such transactions as are identified by the U.S. Secretary of Commerce with
certain “Chinese connected software applications,” including Alipay and WeChat Pay, as well as

. the Rules on Counteracting Unjustified Extra-territorial Application of Foreign Legislation and Other Measures promulgated by China’s
Ministry of Commerce, or MOFCOM, on January 9, 2021, which will apply to Chinese individuals or entities that are purportedly barred
by a foreign country’s law from dealing with nationals or entities of a third country.

Rising political tensions between China and the U.S. could reduce levels of trades, investments, technological exchanges and other economic
activities between the two major economies, which would have a material adverse effect on global economic conditions and the stability of global
financial markets. The measures taken by the U.S. and Chinese governments may have the effect of restricting our ability to transact or otherwise do
business with entities within or outside of China and may cause investors to lose confidence in Chinese companies and counterparties, including us. If
we were unable to conduct our business as it is currently conducted as a result of such regulatory changes, our business, results of operations and
financial condition would be materially and adversely affected.
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Furthermore, there have been measures by the U.S. government regarding limiting or restricting China-based companies from accessing U.S.
capital markets, and delisting certain China-based companies from U.S. national securities exchanges. For further information, see “—Risks Relating to
Doing Business in China—The audit report included in this annual report is prepared by an auditor who is not inspected by the Public Company
Accounting Oversight Board and, as such, our investors are deprived of the benefits of such inspection.” In January 2021, after reversing its own
delisting decision, the NYSE ultimately resolved to delist China Mobile, China Unicom and China Telecom in compliance with the executive order
issued in November 2020, after receiving additional guidance from the U.S. Department of Treasury and its Office of Foreign Assets Control. These
delistings have introduced greater confusion and uncertainty about the status and prospects of Chinese companies listed on the U.S. stock exchanges. If
any further measures were to be implemented, the resulting legislation may have a material and adverse impact on the stock performance of China-based
issuers listed in the United States such as us, and we cannot assure you that we will always be able to maintain the listing of our ADSs on a national
stock exchange in the U.S., such as the NYSE or the Nasdaq Stock Market, or that you will always be allowed to trade our shares or ADSs.

A substantial part of our research and development on autonomous driving is conducted in the United States, and we are required to comply with
the U.S. laws and regulations on export controls, including the U.S. Department of Commerce’s Export Administration Regulations. Currently, such
laws and regulations do not restrict our ability to offer our U.S.-origin software to customers in China. However, we may be affected by future changes
in U.S. export control laws and regulations. If we were unable to transfer our U.S.-origin software to China, source U.S.-origin software and components
from third parties or otherwise access U.S. technology as a result of such regulatory changes, our business, results of operations and financial condition
would be materially and adversely affected.

We face risks related to natural disasters, health epidemics and other outbreaks, which could significantly disrupt our operations.

Our business could be adversely affected by the effects of epidemics. In recent years, there have been outbreaks of epidemics in China and
globally. If any of our employees are identified as a possible source of spreading COVID-19, HIN1 flu, avian flu or another epidemic, we may be
required to quarantine employees that are suspected of being infected, as well as others that have come into contact with those employees. We may also
be required to disinfect our affected premises, which could cause a temporary suspension of certain business operations. A recurrence of an outbreak of
COVID-19, H1N1 flu, avian flu or another epidemic could restrict the level of economic activities generally and/or slow down or disrupt our business
activities, which could in turn adversely affect our results of operations.

We are also vulnerable to natural disasters and other calamities. Although we have servers that are hosted in an offsite location, our backup system
does not capture data on a real-time basis and we may be unable to recover certain data in the event of a server failure. We cannot assure you that any
backup systems will be adequate to protect us from the effects of fire, floods, typhoons, earthquakes, power loss, telecommunications failures, break-ins,
war, riots, terrorist attacks or similar events. Any of the foregoing events may give rise to interruptions, breakdowns, system failures, technology
platform failures or internet failures, which could cause the loss or corruption of data or malfunctions of software or hardware as well as adversely affect
our ability to provide services to our customers.

Risks Relating to Our Corporate Structure

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

The current industry entry clearance requirements governing the foreign investment activities in the PRC are set out in two categories, namely the
Encouraged Industry Catalog for Foreign Investment (2020 version), as promulgated by the NDRC and the MOFCOM and taking effect on January 27,
2021, and the 2020 Negative List. Industries not listed in these two catalogs are generally deemed “permitted” for foreign investments unless
specifically restricted by other PRC laws. According to the 2020 Negative List and other applicable laws and regulations, the industry of value-added
telecommunications services (other than the services of electronic commerce, multiparty conferencing within the PRC, information storage and
forwarding, and call center) generally falls into the restricted category with very limited exceptions in certain pilot demonstration zones.
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Because we are an exempted company incorporated in the Cayman Islands, we are classified as a foreign enterprise under PRC laws and
regulations, and our PRC subsidiaries are foreign-invested enterprises, or FIEs. To comply with PRC laws and regulations, we operate our businesses
related to the value-added telecommunications services through our consolidated VIEs, as defined below, that hold the required ICP license and other
related licenses. Our subsidiary, Guangzhou Xiaopeng Zhihui Chuxing Technology Co., Ltd., or Xiaopeng Chuxing, has entered into a series of
contractual arrangements with Guangzhou Yidian Zhihui Chuxing Technology Co., Ltd., or Yidian Chuxing, and its shareholders. In addition, our
subsidiary, Guangzhou Xiaopeng Motors Technology Co., Ltd., or Xiaopeng Technology, has entered into a series of contractual arrangements with
Guangzhou Zhipeng IoV Technology Co., Ltd., or Zhipeng IoV, and its shareholders. Yidian Chuxing and Zhipeng IoV are collectively referred to as
our consolidated VIEs. For a detailed description of these contractual arrangements, see “Item 4. Information on the Company—C. Organizational
Structure—Contractual Arrangements with the VIEs and Their Shareholders.”

We believe that our corporate structure and contractual arrangements comply with the current applicable PRC laws and regulations. Our PRC legal
counsel, based on its understanding of the relevant laws and regulations, is of the opinion that each of the contracts among (i) Xiaopeng Chuxing, Yidian
Chuxing and Yidian Chuxing’s shareholders and (ii) Xiaopeng Technology, Zhipeng IoV and Zhipeng IoV’s shareholders is valid, binding and
enforceable in accordance with its terms. However, as there are substantial uncertainties regarding the interpretation and application of PRC laws and
regulations, including the PRC Foreign Investment Law and its implementing rules, the Telecommunications Regulations and the relevant regulatory
measures concerning the telecommunications industry and other industries we are or will be engaged in, there can be no assurance that the PRC
government authorities, including the Ministry of Commerce, or the MOFCOM, or the MIIT, or other competent authorities would agree that our
corporate structure or any of the above contractual arrangements comply with PRC licensing, registration or other regulatory requirements, with existing
policies or with requirements or policies that may be adopted in the future. PRC laws and regulations governing the validity of these contractual
arrangements are uncertain and the relevant government authorities have broad discretion in interpreting these laws and regulations.

If our corporate structure and contractual arrangements are deemed by the MIIT or the MOFCOM or other regulators having competent authority
to be illegal, either in whole or in part, we may lose contr