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INTRODUCTION

Unless otherwise indicated and except where the context otherwise requires, references in this annual report to:

2

“Qifu Technology,” “we,” “us,” “our” and “our company” are to Qifu Technology, Inc. and its subsidiaries, and, in the context of
describing our operations and consolidated financial information, the VIEs in China and their respective subsidiaries;

“360 Group” are to 360 Security Technology Inc. and its controlled affiliates and predecessors;

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

“China” or “the PRC” are to the People’s Republic of China. Unless otherwise indicated, the policies, laws, regulations and
interpretations adopted by the government of mainland China, which are specifically referenced in this annual report, are not
applicable to Hong Kong, Macau or Taiwan. To the extent that mainland China laws and regulations are applied in Hong Kong, the
legal and operational risks associated with operating in mainland China may also apply to our operations in Hong Kong;

“class A ordinary shares” are to our class A ordinary shares, par value US$0.00001 per share;

“Fuzhou Financing Guarantee” are to Fuzhou 360 Financing Guarantee Co., Ltd.;

“Fuzhou Microcredit” are to Fuzhou 360 Online Microcredit Co., Ltd.;

“HKS$” or “Hong Kong dollars” are to the legal currency of Hong Kong;

“shares,” or “ordinary shares” are to our class A ordinary shares, and in the context of describing our share capital before March 31,
2023, also include our class B ordinary shares, par value US$0.00001 per share, as the context requires and as applicable;

“RMB” or “Renminbi” are to Renminbi, the legal currency of the PRC;

“Shanghai Financing Guarantee” are to Shanghai 360 Financing Guarantee Co., Ltd. (now known as Shanghai Qiyaoxin Technology
Co., Ltd.);

“Shanghai Qibutianxia” are to Shanghai Qibutianxia Information Technology Co., Ltd. (formerly known as Beijing Qibutianxia
Technology Co., Ltd.);

“Shanghai Qiyu” are to Shanghai Qiyu Information & Technology Co., Ltd.;
“USS$” or “U.S. dollars” are to United States dollars, the lawful currency of the United States;
“U.S. GAAP” are to accounting principles generally accepted in the United States;

“variable interest entities,” “VIE” or “VIEs” are to Shanghai Qiyu, Fuzhou Financing Guarantee and Shanghai Financing Guarantee;
and

“WFOE” or “Shanghai Qiyue” are to Shanghai Qiyue Information & Technology Co., Ltd.
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Unless otherwise stated, all translations from RMB to U.S. dollars and from U.S. dollars to RMB in this annual report were made at a rate
of RMB7.0999 to US$1.00, the exchange rate on December 29, 2023 set forth in the H.10 statistical release of the U.S. Federal Reserve Board.

In addition, unless the context indicates otherwise, for the discussion of our business references to:

“180 day+ vintage delinquency rate” are to a percentage that is equal to (i) the total amount of principal for all loans we facilitated in
a fiscal quarter that become delinquent for more than 180 days, less the total amount of recovered past due principal for all loans we
facilitated that were delinquent for more than 180 days in the same fiscal quarter, divided by (ii) the total initial principal amount of
loans we facilitated in such fiscal quarter; loans under Intelligent Credit Engine and other technology solutions are not included in the
delinquency rate calculation;

“30 day collection rate” are to a percentage that is equal to (i) the amount of principal that is repaid in one month among the total
amount of principal that is overdue as of a specified date, divided by (ii) the total amount of principal that is overdue as of such
specified date;

“90 day+ delinquency rate” are to a percentage that is equal to (i) the outstanding loan balance of on- and off-balance sheet loans we
facilitated that are 91 to 180 calendar days past due, divided by (ii) the total outstanding loan balance of on- and off-balance sheet
loans we facilitated across our platform as of a specific date; loans that are charged-off and loans under Intelligent Credit Engine and
other technology solutions are not included in the delinquency rate calculation;

“capital-light model” are to a comprehensive suite of technology-enabled loan facilitation services spanning the loan lifecycle, from
borrower acquisition, technology empowerment in credit assessment to post-facilitation services, under which we do not take any
credit risk;

“capital-heavy loans” are to loans under which we bear credit risks;

“Credit-Tech” are to credit technology services, which refer to services using technology solutions to empower and enhance credit
services;

“loan facilitation volume” are to the total principal amount of loans facilitated or originated by, as the context mandates, a Credit-
Tech platform, a traditional financial institution or other market players in the credit industry; in the context of the volume of loans
we facilitated or originated, the total principal amount of loans we facilitated or originated during the given period, including loan
volume facilitated through Intelligence Credit Engine (ICE) and other technology solutions;

“outstanding loan balance” are to the total amount of principal outstanding for loans facilitated or originated by a Credit-Tech
platform, as the context mandates, a traditional financial institution or other market players in the credit industry at the end of each
period; in the context of the outstanding balance of loans we facilitated or originated, the total amount of principal outstanding for
loans we facilitated or originated at the end of each period, including loan balance for ICE and other technology solutions excluding
loans delinquent for more than 180 days;

“repeat borrower contribution” or “loan origination contributed by repeat borrowers” are to a percentage, the numerator of which is
the principal amount of loans borrowed during that period by borrowers who had historically made at least one successful drawdown,
and the denominator of which is the total loan facilitation volume through our platform during that period,

“SME” are to small- and micro-enterprises and owners of small- and micro-enterprises; and

“users with approved credit lines” are to users who have submitted their credit applications and are approved with a credit line at the
end of each period.
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FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements that relate to our current expectations and views of future events. 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. These statements are made under the “safe harbor” provisions of the
U.S. Private Securities Litigations Reform Act of 1995.

2 2

You can identify some of these forward-looking statements by words or phrases such as “may,” “will,” “expect,” “anticipate,” “aim,
“estimate,” “intend,” “plan,” “believe,” “is/are likely to,” “potential,” “continue” or other similar expressions. We have based these forward-
looking statements largely on our current expectations and projections about future events that we believe may affect our financial condition,

results of operations, business strategy and financial needs. These forward-looking statements include statements relating to:

G

e  our goals and strategies;

e  our future business development, financial conditions and results of operations;

e the expected growth of the Credit-Tech industry in China;

e  our expectations regarding demand for and market acceptance of our Credit-Tech products;

e our expectations regarding keeping and strengthening our relationships with borrowers, financial institution partners, data partners
and other parties we collaborate with;

e competition in our industry; and
e government policies and regulations relating to our industry.

You should read this annual report and the documents that we refer to in this annual report and have filed as exhibits to this annual report
completely and with the understanding that our actual future results may be materially different from what we expect. Other sections of this annual
report discuss factors which could adversely impact our business and financial performance. Moreover, we operate in an evolving environment.
New risk factors emerge from time to time and it is not possible for our management to predict all risk factors, nor can we assess the impact of all
factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those
contained in any forward-looking statements. We qualify all of our forward-looking statements by these cautionary statements.

You should not rely upon forward-looking statements as predictions of future events. 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 or revise publicly any forward-looking statements, whether as a result of new information, future events or
otherwise, after the date on which the statements are made or to reflect the occurrence of unanticipated events.
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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
Our Holding Company Structure and Contractual Arrangements with the VIEs and VIEs’ subsidiaries

Qifu Technology, Inc. is not a Chinese operating company but rather a Cayman Islands holding company that does not conduct business
directly and has no equity ownership in the VIEs and VIEs’ subsidiaries. We conduct our operations in China through (i) our PRC subsidiaries and
(i) the VIEs with which we have maintained contractual arrangements. PRC laws and regulations restrict and impose conditions on foreign
investment in internet-based businesses, such as the distribution of online information. For example, foreign investors are generally not allowed to
own more than 50% of the equity interests in a value-added telecommunications service provider in accordance with the Special Management
Measures for the Access of Foreign Investment (Negative List) and other applicable laws and regulations. We are a Cayman Islands company and
our PRC subsidiaries are considered foreign-invested enterprises. Accordingly, we operate certain of our businesses in China through the VIEs, and
rely on contractual arrangements among our PRC subsidiaries, the VIEs and the nominee shareholders of the VIEs to control the business
operations of the VIEs. Revenues contributed by the VIEs accounted for 92%, 92% and 94% of our total net revenue for the years of 2021, 2022
and 2023, respectively. As used in this annual report, “we,” “us,” “our company,” “our” or “Qifu Technology,” refers to Qifu Technology, Inc., its
subsidiaries, and, in the context of describing our operations and consolidated financial information, the VIEs and their subsidiaries in China,
including, but not limited to Shanghai Qiyu, Fuzhou Financing Guarantee, Shanghai Financing Guarantee and Fuzhou Microcredit. Investors in our
ADSs are not purchasing equity interest in the VIEs in China but instead are purchasing equity interest in a holding company incorporated in the
Cayman Islands.

A series of contractual agreements, including (i) voting proxy agreements, equity interest pledge agreements and loan agreements, which
provide us with effective control over the VIEs in China, (ii) exclusive business cooperation agreements, which allow us to receive economic
benefits from the VIEs in China, and (iii) exclusive option agreements, which provide us with the option to purchase the equity interests in, and
assets of, the VIEs (collectively, “contractual arrangements™). Terms contained in each set of contractual arrangements with the VIEs and their
respective shareholders are substantially similar. For more details of these contractual arrangements, see “Item 4. Information on the Company—C.
Organizational Structure—Contractual Arrangements with the VIEs and Their Shareholders.”

However, the contractual arrangements may not be as effective as direct ownership in providing us with control over the VIEs and we may
incur substantial costs to enforce the terms of the arrangements. All of these contractual arrangements are governed by and interpreted in
accordance with PRC law, and disputes arising from these contractual arrangements between us and the VIEs will be resolved through arbitration
in China. Accordingly, these contracts would be interpreted in accordance with PRC law and any disputes arising from these contracts would be
resolved in accordance with PRC legal procedures. These arrangements have not been tested in arbitral tribunals or courts. The legal system in the
PRC is different from the legal system of some other jurisdictions, and the uncertainties involved in it could limit our ability to enforce these
contractual arrangements. Further, there are very few precedents and little formal guidance as to how contractual arrangements in the context of a
VIE should be interpreted or enforced under PRC law. There remain significant uncertainties regarding the ultimate outcome of such arbitration
should legal action become necessary. See “Item 3. Key Information—D. Risk Factors—Risks Related to Our Corporate Structure—We rely on
contractual arrangements with the VIEs and the shareholders of the VIEs for all of our business operations, which may not be as effective as direct
ownership in providing operational control” and “Item 3. Key Information—D. Risk Factors—Risks Related to Our Corporate Structure—Any
failure by the VIEs or the shareholders of the VIEs to perform their obligations under our contractual arrangements with them would have a
material adverse effect on our business.”
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There are also substantial uncertainties regarding the interpretation and application of current and future PRC laws, regulations and rules
regarding the status of the rights of our Cayman Islands holding company with respect to its contractual arrangements with the VIEs and its
nominee shareholders. It is uncertain whether any new PRC laws or regulations relating to variable interest entity structures will be adopted or if
adopted, what they would provide. If we or any of the VIEs is found to be in violation of any existing or future PRC laws or regulations, or fail to
obtain or maintain any of the required permits or approvals, the PRC regulatory authorities would have broad discretion to take action in dealing
with such violations or failures. If the PRC government deems that our contractual arrangements with the VIEs do not comply with PRC regulatory
restrictions on foreign investment in the relevant industries, or if these regulations or the interpretation of existing regulations change or are
interpreted differently in the future, we could be subject to severe penalties or be forced to relinquish our interests in those operations. Our holding
company, our PRC subsidiaries and VIEs, and investors of our company face uncertainty about potential future actions by the PRC government that
could affect the enforceability of the contractual arrangements with the VIEs and, consequently, significantly affect the financial performance of the
VIEs and VIEs’ subsidiaries and our company as a whole. For a detailed description of the risks associated with our corporate structure, please
refer to risks disclosed under “Item 3. Key Information—D. Risk Factors—Risks Related to Our Corporate Structure.”

We face various risks and uncertainties related to doing business in China. Our business operations are primarily conducted in China, and
we are subject to complex and evolving PRC laws and regulations. For example, we face risks associated with regulatory approvals on offshore
offerings, anti-monopoly regulatory actions, and oversight on cybersecurity and data privacy, as well as the lack of inspection by the Public
Company Accounting Oversight Board, or the PCAOB, on our auditors, which may impact our ability to conduct certain businesses, accept foreign
investments, or list on a United States or other foreign exchange. These risks could result in a material adverse change in our operations and the
value of our ADSs, significantly limit or completely hinder our ability to continue to offer securities to investors, or cause the value of such
securities to significantly decline. Pursuant to the Holding Foreign Companies Accountable Act, if the SEC determines that we have filed audit
reports issued by a registered public accounting firm that has not been subject to inspections by the PCAOB for two consecutive years, the SEC
will prohibit our shares or the ADSs from being traded on a national securities exchange or in the over-the-counter trading market in the United
States. On December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the PCAOB was unable to inspect or
investigate completely registered public accounting firms headquartered in mainland China and Hong Kong, including our auditor. In May 2022,
the SEC conclusively listed us as a Commission-Identified Issuer under the HFCAA following the filing of this annual report on Form 20-F for the
fiscal year ended December 31, 2021. On December 15, 2022, the PCAOB issued a report that vacated its December 16, 2021 determination and
removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect or investigate completely registered public
accounting firms. For this reason, we were not identified as a Commission-Identified Issuer under the HFCAA after we filed our annual report on
Form 20-F for the fiscal year ended December 31, 2022 and do not expect to be identified so after we file this annual report on Form 20-F. Each
year, the PCAOB will determine whether it can inspect and investigate completely audit firms in mainland China and Hong Kong, among other
jurisdictions. If PCAOB determines in the future that it no longer has full access to inspect and investigate completely accounting firms in mainland
China and Hong Kong and we continue to use an accounting firm headquartered in one of these jurisdictions to issue an audit report on our
financial statements filed with the Securities and Exchange Commission, we would be identified as a Commission-Identified Issuer following the
filing of the annual report on Form 20-F for the relevant fiscal year. There can be no assurance that we would not be identified as a Commission-
Identified Issuer for any future fiscal year, and if we were so identified for two consecutive years, we would become subject to the prohibition on
trading under the HFCAA. See “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—The PCAOB had
historically been unable to inspect our auditor in relation to their audit work performed for our financial statements and the inability of the PCAOB
to conduct inspections of our auditor in the past has deprived our investors with the benefits of such inspections” and “Item 3. Key Information—
D. Risk Factors—Risks Related to Doing Business in China—Our ADSs may be prohibited from trading in the United States under the HFCAA in
the future if the PCAOB is unable to inspect or investigate completely auditors located in China. The delisting of the ADSs, or the threat of their
being delisted, may materially and adversely affect the value of your investment.”

PRC government’s significant authority in regulating our operations and its oversight and control over offerings conducted offshore by,
and foreign investment in, China-based issuers could significantly limit or completely hinder our ability to offer or continue to offer securities to
investors. Implementation of industry-wide regulations in this nature may cause the value of such securities to significantly decline or become
worthless. For more details, see “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—The PRC government’s
significant oversight and discretion over our business operation and any failure to comply with PRC laws and regulations could result in a material
adverse change in our operations and the value of the ADSs.”

Risks and uncertainties arising from the legal system in China, including risks and uncertainties regarding the enforcement of laws and
quickly evolving rules and regulations in China, could result in a material adverse change in our operations and the value of our ADSs. For more
details, see “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—Uncertainties in the interpretation and
enforcement of PRC laws and regulations could limit the legal protections available to us.”
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Permissions Required from the PRC Government Authorities for Our Operations

We conduct our business primarily through our subsidiaries, the VIEs and their subsidiaries in China. Our operations in China are
governed by PRC laws and regulations. As of the date of this annual report, our PRC subsidiaries, the VIEs or their subsidiaries have obtained the
requisite licenses and permits from the PRC government authorities that are material for the business operations of our holding company, our PRC
subsidiaries and the VIEs in China, including, among others, financing guarantee business license owned by Fuzhou Financing Guarantee, value-
added telecommunications license owned by Shanghai Qiyu, and the incorporation approval of and the value-added telecommunications license
owned by Fuzhou Microcredit. Given the uncertainties of interpretation and implementation of the laws and regulations and the enforcement
practice by government authorities, we may be required to obtain additional licenses, permits, filings or approvals for the functions and services of
our platform in the future. For more detailed information, see “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in
China—We may be adversely affected by the complexity, uncertainties and changes in PRC regulation of internet-related businesses and
companies, and any lack of requisite approvals, licenses or permits applicable to our business may have a material adverse effect on our business
and results of operations.”

Furthermore, we and the VIEs will be required to obtain permissions from or complete the filing procedures with the China Securities
Regulatory Commission, or the CSRC, and may be required to go through cybersecurity review by the Cyberspace Administration of China, or the
CAC, in case of any future issuance of securities to foreign investors. Any failure to obtain or delay in obtaining such approval or completing such
procedures would subject us to sanctions by the CSRC, CAC or other PRC regulatory authorities. These regulatory authorities may impose fines
and penalties on our operations in China, limit our ability to pay dividends outside of China, limit our operating privileges in China, delay or
restrict the repatriation of the proceeds from our offshore offerings into China or take other actions that could materially and adversely affect our
business, financial condition, results of operations, and prospects, as well as the trading price of our ADSs. See “Item 3. Key Information—D. Risk
Factors—Risks Related to Doing Business in China—The PRC government’s significant oversight and discretion over our business operation and
any failure to comply with PRC laws and regulations could result in a material adverse change in our operations and the value of the ADSs” and
“Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—The approval of and filing with the CSRC or other PRC
government authorities will be required if we conduct offshore offerings in the future, and we cannot predict whether or for how long we will be
able to obtain such approval or complete such filing.”

Cash and Asset Flows through Our Organization

Qifu Technology, Inc. is a holding company with no material operations of its own. We conduct our operations in China primarily through
our subsidiaries and VIEs in China. As a result, although other means are available for us to obtain financing at the holding company level, Qifu
Technology, Inc.’s ability to pay dividends to the shareholders and to service any debt it may incur may depend upon dividends paid by our PRC
subsidiaries and service fees paid by the VIEs.

If any of our subsidiaries incurs debt on its own behalf in the future, the instruments governing such debt may restrict its ability to pay
dividends to Qifu Technology, Inc. In addition, our PRC subsidiaries are permitted to pay dividends to Qifu Technology, Inc. only out of their
retained earnings, if any, as determined in accordance with PRC accounting standards and regulations. Further, our PRC subsidiaries and the VIEs
are required to make appropriations to certain statutory reserve funds or may make appropriations to certain discretionary funds, which are not
distributable as cash dividends except in the event of a solvent liquidation of the companies. For more details, see “Item 5. Operating and Financial
Review and Prospects—B. Liquidity and Capital Resources—Holding Company Structure.” For risks relating to the fund flows of our operations
in China, see “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—We may rely on dividends and other
distributions on equity paid by our PRC subsidiaries to fund any cash and financing requirements we may have, and any limitation on the ability of
our PRC subsidiaries to make payments to us could have a material adverse effect on our ability to conduct our business.”

Under PRC laws and regulations, our PRC subsidiaries and the VIEs are subject to certain restrictions with respect to paying dividends or
otherwise transferring any of their net assets to us. Remittance of dividends by a wholly foreign-owned enterprise out of China is also subject to
examination by the banks designated by the State Administration of Foreign Exchange, or SAFE, and payment of withholding tax. As a result of
these PRC laws and regulations, amounts restricted include paid-in capital, capital reserve and statutory reserves of our PRC subsidiaries and the
VIEs totaled RMBS,283.6 million, RMB14,436.1 million and RMB16,233.7 million (US$2,286.5 million) as of December 31, 2021, 2022 and
2023, respectively.
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Our PRC subsidiaries, the VIEs and their subsidiaries generate their revenue primarily in Renminbi, which is not freely convertible into
other currencies. As a result, any restriction on currency exchange may limit the ability of our PRC subsidiaries to pay dividends to us. In addition,
under the Enterprise Income Tax Law of the PRC and its implementation rules, profits of a foreign investment enterprise generated in or after 2008
that are distributed to its immediate holding company outside mainland China are subject to withholding tax at a rate of 10%, unless the foreign
holding company’s jurisdiction of incorporation has a tax treaty with China that provides for a reduced rate of withholding tax. For example, a
holding company in Hong Kong, subject to approval of the PRC local tax authority, will be eligible to a 5% withholding tax rate under the
Arrangement Between the PRC and the Hong Kong Special Administrative Region on the Avoidance of Double Taxation and Prevention of Fiscal
Evasion with Respect to Taxes on Income and Capital if such holding company is considered to be a non-PRC resident enterprise and holds at least
25% of the equity interests in the PRC foreign investment enterprise distributing the dividends. However, if the Hong Kong holding company is not
considered to be the beneficial owner of such dividends under applicable PRC tax regulations, such dividend will remain subject to withholding tax
at a rate of 10%. See also “Item 3. Key Information—D. Risk Factors—Risks Related to Doing Business in China—Governmental control of
currency conversion may limit our ability to utilize our net revenue effectively and affect the value of your investment” and “Item 5. Operating and
Financial Review and Prospects—B. Liquidity and Capital Resources—Holding Company Structure.” In 2023, our WFOE made dividend
payments of RMB940.0 million (US$132.4 million) to our Hong Kong subsidiaries and paid related withholding income tax of RMB94.0 million
(US$13.2 million) accordingly. As of December 31, 2023, we recorded a deferred tax liability of RMB112.7 million (US$15.9 million) associated
with all of our earnings expected to be distributed from mainland China subsidiaries to overseas for dividend distribution and share repurchase. The
remaining undistributed profits of mainland China subsidiaries as of December 31, 2023 would be indefinitely reinvested with unrecognized
deferred tax liabilities of approximately RMB2,005.0 million (US$282.4 million). In 2023, our Hong Kong subsidiaries made dividend payments
of RMB790.0 million (US$111.3 million) to our holding company, Qifu Technology, Inc.

For purposes of illustration, the following discussion reflects the hypothetical taxes that might be required to be paid within mainland
China, assuming that we determine to pay a dividend from mainland China subsidiaries to overseas entities in the future:

Taxation Scenario)
(Statutory Tax and Standard Rates)

Hypothetical pre-tax earnings® 100 %
Tax on earnings at statutory rate of 25%(3) (25)%
Net earnings available for distribution 75 %
Withholding tax at standard rate of 10% (7.5)%
Net distribution to Parent/Shareholders 67.5 %
Notes:

(1) For purposes of this example, the tax calculation has been simplified. The hypothetical book pre-tax earnings amount, not considering book to
tax adjustment, is assumed to equal taxable income in China.

(2) Assume all the profits of VIEs could be distributed to the mainland China subsidiaries in a tax free manner.

(3) Certain of our subsidiaries and VIEs and their subsidiaries qualifies for a 15% preferential income tax rate in China. However, such rate is
subject to qualification, is temporary in nature, and may not be available in a future period when distributions are paid. For purposes of this
hypothetical example, the table above reflects a maximum tax scenario under which the full statutory rate would be effective.

Under PRC law, Qifu Technology, Inc. may provide funding to our mainland China subsidiaries only through capital contributions or
loans, and to the VIEs only through loans, subject to satisfaction of applicable government registration and approval requirements.

The VIEs may transfer cash to our relevant WFOE by paying service fees according to the exclusive business cooperation agreements.
The VIEs agree to pay our WFOE service fees, the amount of which are subject to adjustment at our WFOE’s sole discretion taking into
consideration of the complexity of the services, the actual cost that may be incurred for providing such services, as well as the value and
comparable price on the market of the service provided, among others. Our WFOE would have the exclusive ownership of all the intellectual
property rights created as a result of the performance of the exclusive business cooperation agreement, to the extent permitted by applicable PRC
laws.
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The following table sets forth the amount of the transfers for the years presented.

Years Ended December 31,
2021 2022 2023
(RMB in thousands)

Funds from Qifu Technology Inc. to our subsidiaries / (repayment by our subsidiaries to Qifu Technology

Inc.) (51,706) 7,698 (31,815)
Funds from Qifu Technology Inc. to the VIEs / (repayment by the VIEs to Qifu Technology Inc.) 205,484 (1,588,312) (274,627)
Funds from our subsidiaries to the VIEs / (repayment by the VIEs to our subsidiaries) 3,658,491 859,935 628,014
Dividend from WOFE to our subsidiaries — — (940,000)
Dividend from our subsidiaries to Qifu Technology Inc. — — (790,000)
Service fees paid by our subsidiaries to the VIEs 258,246 103,094 209,033
Service fees paid by the VIEs to WFOE 5,001,870 420,290 1,306,173
Service fees paid by the VIEs to the other subsidiaries(") 616,469 3,263 5,696
Note:

(1) Refers to our subsidiaries other than the WFOE.
In 2021, 2022 and 2023, no assets other than cash flows discussed above were transferred through our organization.

For the years ended December 31, 2021, 2022 and 2023, dividends of nil, US$146.4 million and US$131.9 million were paid to
shareholders of record as of designated record dates. We intend to declare and distribute a recurring cash dividend every six-month period, starting
from the first half of 2023, at an amount equivalent to approximately 20% to 30% of our company’s net income after tax for the previous six-month
period based upon our operations and financial conditions, and other factors, subject to adjustment and determination by the board of directors of
Qifu Technology, Inc. See “Item 8. Financial Information—A. Consolidated Statements and Other Financial Information—Dividend Policy.” For
PRC and United States federal income tax considerations of an investment in our ADSs, see “Item 10. Additional Information—E. Taxation.”

Selected Financial Data
Our Selected Consolidated Financial Data

The following selected consolidated statements of operations data for the years ended December 31, 2021, 2022 and 2023, selected
consolidated balance sheet data as of December 31, 2022 and 2023 and selected consolidated cash flow data for the years ended December 31,
2021, 2022 and 2023 have been derived from our audited consolidated financial statements included elsewhere in this annual report. Our selected
consolidated balance sheets data as of December 31, 2019, 2020 and 2021 and the selected consolidated statements of operations data and cash
flow data for the years ended December 31, 2019 and 2020 have been derived from our audited combined and consolidated financial statements not
included in this annual report. Our consolidated financial statements are prepared and presented in accordance with U.S. GAAP.
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You should read the summary consolidated financial information in conjunction with our consolidated financial statements and related
notes and “Item 5. Operating and Financial Review and Prospects” included elsewhere in this annual report. Our historical results are not
necessarily indicative of our results expected for future periods.

Years Ended December 31,

2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB US$
(in thousands, except for per share data)
Selected C lidated Stati ts of Operations Data:
Net revenue
Credit driven services(") 8,013,391 11,403,675 10,189,167 11,586,251 11,738,560 1,653,342
Loan facilitation and servicing fees-capital heavy 6,273,131 4,596,555 2,326,027 2,086,414 1,667,119 234,809
Financing income 1,309,616 2,184,180 2,184,128 3,487,951 5,109,921 719,717
Revenue from releasing of guarantee liabilities 285,407 4,506,935 5,583,135 5,899,153 4,745,898 668,446
Other services fees 145,237 116,005 95,877 112,733 215,622 30,370
Platform services() 1,206,456 2,160,279 6,446,478 4,967,679 4,551,467 641,061
Loan facilitation and servicing fees-capital light 814,581 1,826,654 5,677,941 4,124,726 3,213,955 452,676
Referral services fees 375,551 265,300 620,317 561,372 950,016 133,807
Other services fees 16,324 68,325 148,220 281,581 387,496 54,578
Total net revenue 9,219,847 13,563,954 16,635,645 16,553,930 16,290,027 2,294,403
Operating costs and expenses:(2)
Facilitation, origination and servicing 1,083,372 1,600,564 2,252,157 2,373,458 2,659,912 374,641
Funding costs 344,999 595,623 337,426 504,448 645,445 90,909
Sales and marketing 2,851,519 1,079,494 2,090,374 2,206,948 1,939,885 273,227
General and administrative 428,189 455,952 557,295 412,794 421,076 59,307
Provision for loans receivable 486,991 698,701 965,419 1,580,306 2,151,046 302,968
Provision for financial assets receivable 166,176 312,058 243,946 397,951 386,090 54,380
Provision for accounts receivable and contract assets 230,280 237,277 324,605 238,065 175,799 24,761
Provision for contingent liabilities — 4,794,127 3,078,224 4,367,776 3,053,810 430,120
Expense on guarantee liabilities 734,730 — — — — —
Total operating costs and expenses 6,326,256 9,773,796 9,849,446 12,081,746 11,433,063 1,610,313
Income from operations 2,893,591 3,790,158 6,786,199 4,472,184 4,856,964 684,090
Interest (expense) income, net (41,707) 77,169 126,256 182,301 217,307 30,607
Foreign exchange (loss) gain (24,875) 101,534 35,549 (160,225) 2,356 332
Investment income (loss) — — 10,115 (19,888) (30,112) (4,241)
Other income, net 140,278 112,884 64,590 268,000 230,936 32,527
Income before income tax benefit 2,967,287 4,081,745 7,022,709 4,742,372 5,277,451 743,315
Income tax expense (465,983) (586,036) (1,258,196) (736,804) (1,008,874) (142,097)
Net income 2,501,304 3,495,709 5,764,513 4,005,568 4,268,577 601,218
Net loss attributable to non-controlling interests 291 897 17,212 18,605 16,759 2,360
Net income attributable to ordinary shareholders of the Company 2,501,595 3,496,606 5,781,725 4,024,173 4,285,336 603,578
Net income per ordinary share attributable to ordinary shareholders of Qifu
Technology, Inc.
Basic 8.66 11.72 18.82 12.87 13.36 1.88
Diluted 8.31 11.40 17.99 12.50 13.04 1.84
Net income per ADSs attributable to ordinary shareholders of Qifu
Technology, Inc.
Basic 17.32 23.44 37.64 25.74 26.72 3.76
Diluted 16.62 22.80 35.98 25.00 26.08 3.68
Weighted average shares used in calculating net income per ordinary share
Basic 288,827,604 298,222,207 307,265,600 312,589,273 320,749,805 320,749,805
Diluted 300,938,470 306,665,099 321,397,753 322,018,510 328,508,945 328,508,945
Notes:

(1) Starting from 2019, we report revenue streams in two categories—credit driven services and platform services, to provide more relevant
information. We also revised the comparative period presentation to conform to current period classification.
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(2) Share-based compensation expenses were allocated as follows:

Facilitation origination and servicing
Sales and marketing

General and administrative

Total

Years Ended December 31,

The following table presents our selected consolidated balance sheet data as of the dates indicated.

Selected Consolidated Balance Sheets Data:

Current assets:

Cash and cash equivalents

Restricted cash

Security deposit prepaid to third-party guarantee
companies

Accounts receivable and contract assets, net

Financial assets receivable, net

Loans receivable, net

Total current assets

Land use rights, net

Total non-current assets

Total assets

Current liabilities:

Payable to investors of the consolidated trusts-
current

Guarantee liabilities-stand ready

Guarantee liabilities-contingent

Income tax payable

Total current liabilities

Payable to investors of the consolidated trusts-
noncurrent

Total non-current liabilities

Total shareholder’s equity

Total liabilities and equity

2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB US$
(in thousands)
55,601 72,192 75,209 73,945 75,152 10,585
6,805 8,164 12,340 4,328 (375) (53)
188,022 220,805 166,373 121,464 110,827 15,610
250,428 301,161 253,922 199,737 185,604 26,142
As of December 31,
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB USs$
(in thousands)
2,108,123 4,418,416 6,116,360 7,165,584 4,177,890 588,443
1,727,727 2,355,850 2,643,587 3,346,779 3,381,107 476,219
932,983 915,144 874,886 396,699 207,071 29,165
2,332,364 2,394,528 3,097,254 2,868,625 2,909,245 409,759
1,912,554 3,565,482 3,806,243 2,982,076 2,522,543 355,293
9,239,565 7,500,629 9,844,481 15,347,662 24,604,487 3,465,470
19,503,488 21,876,042 27,757,223 34,097,466 39,796,028 5,605,154
— — 1,018,908 998,185 977,461 137,673
852,113 2,511,263 5,747,772 6,245,704 6,022,544 848,257
20,355,601 24,387,305 33,504,995 40,343,170 45,818,572 6,453,411
4,423,717 3,117,634 2,304,518 6,099,520 8,942,291 1,259,495
2,212,125 4,173,497 4,818,144 4,120,346 3,949,601 556,290
734,730 3,543,454 3,285,081 3,418,391 3,207,264 451,734
1,056,219 1,227,314 624,112 661,015 742,210 104,538
9,667,187 13,384,508 14,143,186 16,749,918 19,899,619 2,802,803
3,442,500 1,468,890 4,010,597 4,521,600 3,581,800 504,486
3,473,684 1,521,707 4,145,200 4,661,955 3,909,096 550,585
7,214,730 9,481,090 15,216,609 18,931,297 22,009,857 3,100,023
20,355,601 24,387,305 33,504,995 40,343,170 45,818,572 6,453,411

10
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The following table presents our selected combined and consolidated cash flow data for the years ended December 31, 2019, 2020, 2021,
2022 and 2023.

Years Ended December 31,
2019 2020 2021 2022 2023
RMB RMB RMB RMB RMB US$

(in thousands)
Summary Consolidated Cash Flow Data:

Net cash provided by operating activities 2,973,075 5,325,810 5,789,700 5,922,515 7,118,350 1,002,598
Net cash (used in)/provided by investing activities (8,860,441) 892,770 (6,064,328)  (7,355,975)  (11,147,789)  (1,570,134)
Net cash provided by/(used in) financing activities 7,707,858 (3,282,400) 2,263,720 3,204,068 1,066,458 150,209

Net increase/(decrease) in cash and cash equivalents 1,822,254 2,938,416 1,985,681 1,752,416 (2,953,366) (415,973)
Cash, cash equivalents, and restricted cash at the

beginning of year 2,013,596 3,835,850 6,774,266 8,759,947 10,512,363 1,480,635
Cash, cash equivalents, and restricted cash at the
end of year 3,835,850 6,774,266 8,759,947 10,512,363 7,558,997 1,064,662

We present our financial results in RMB. We make no representation that any RMB or U.S. dollar amounts could have been, or could be,
converted into U.S. dollars or RMB, as the case may be, at any particular rate, or at all. The RPC government imposes control over its foreign
currency reserves in part through direct regulation of the conversion of RMB into foreign exchange and through restrictions on foreign trade.
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 RMB7.0999 to US$1.00, the noon buying rate as of December 29, 2023.

Financial Information Related to Our Consolidated Variable Interest Entities
The following table presents the condensed consolidated schedule of financial position, results of operations and cash flow data for our
company, our consolidated VIEs, our primary beneficiaries of VIEs excluding our company and other subsidiaries as of the dates or for the years

presented, as the case may be.

For the Year Ended December 31, 2023

Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company ~ Company)  Subsidiaries Eliminations Consolidated Total
(RMB in thousands)
Total net revenues 15,472,430 — 1,485,711 1,051,284 (1,719,398) 16,290,027
Total operating costs and expenses 12,346,061 25,517 338,912 441,971 (1,719,398) 11,433,063
Income (loss) from operations 3,126,369 (25,517) 1,146,799 609,313 — 4,856,964
Income before income tax expense 3,364,788 20,536 1,258,871 633,256 5,277,451
Investments in subsidiaries and VIEs — 4,264,800 3,395,894 3,903,935 (11,564,629) —
Net income (loss) 2,798,640 4,285,336 4,484,430 4,264,800 (11,564,629) 4,268,577
Net income (loss) attributable to ordinary
shareholders of the Company 2,815,399 4,285,336 4,484,430 4,264,800 (11,564,629) 4,285,336
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Total net revenues

Total operating costs and expenses

Income (loss) from operations

Income (loss) before income tax expense

Investments in subsidiaries and VIEs

Net income (loss)

Net income (loss) attributable to ordinary
shareholders of the Company

Total net revenues

Total operating costs and expenses

Income (loss) from operations

Income (loss) before income tax expense

Investments in subsidiaries and VIEs

Net income (loss)

Net income (loss) attributable to ordinary
shareholders of the Company

For the Year Ended December 31, 2022

Primary
Beneficiaries
of VIEs

excluding the Other
VIEs The Company _ Company() Subsidiaries Eliminations C lidated Total
(RMB in thousands)
15,362,636 — 893,968 1,296,242 (998,916) 16,553,930
11,681,635 17,468 421,181 960,378 (998,916) 12,081,746
3,681,001 (17,468) 472,787 335,864 — 4,472,184
3,856,803 (34,045) 569,614 350,000 — 4,742,372
— 4,058,218 3,526,061 3,793,486 (11,377,765)
3,230,659 4,024,173 4,070,283 4,058,218 (11,377,765) 4,005,568
3,249,264 4,024,173 4,070,283 4,058,218 (11,377,765) 4,024,173
For the Year Ended December 31, 2021
Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company _Company() Subsidiaries Eliminations C lidated Total
(RMB in thousands)
15,657,693 — 5,009,424 1,577,575 (5,669,047) 16,635,645
14,279,287 51,233 690,077 497,896 (5,669,047) 9,849,446
1,378,406 (51,233) 4,379,347 1,079,679 — 6,786,199
1,567,515 (56,749) 4,397,700 1,114,243 — 7,022,709
— 5,838,474 1,849,259 4,779,980 (12,467,713)
1,060,421 5,781,725 5,551,564 5,838,516 (12,467,713) 5,764,513
1,077,675 5,781,725 5,551,564 5,838,474 (12,467,713) 5,781,725
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Selected Condensed Consolidated Balance Sheets Information

Cash and cash equivalents

Restricted cash

Security deposit prepaid to third-party guarantee
companies

Accounts receivable and contract assets, net

Financial assets receivable, net

Loans receivable, net

Land use right, net

Intercompany receivables

Investments in subsidiaries and VIEs

Total assets

Payable to investors of the consolidated trusts-
current

Guarantee liabilities-stand ready

Guarantee liabilities-contingent

Income tax payable

Payable to investors of the consolidated trusts-
noncurrent

Intercompany payables

Total liabilities

Total equity

As of December 31, 2023

Primary

Beneficiaries
of VIEs
excluding the Other
VIEs The Company Company() Subsidiaries Eliminations lidated Total
(RMB in thousands)
4,037,256 2,636 114,897 23,101 — 4,177,890
3,381,107 — — — — 3,381,107
207,071 — — — — 207,071
2,417,490 — — 638,750 — 3,056,240
3,118,873 = — — = 3,118,873
27,502,492 — — — — 27,502,492
977,461 — — — — 977,461
2,559,164 — 1,571,102 2,728,150 (6,858,416) —
— 21,933,951 22,921,727 18,841,758 (63,697,436) —
47,389,071 21,952,789 24,695,812 22,336,752 (70,555,852) 45,818,572
8,942,291 — — — — 8,942,291
3,949,601 — — — — 3,949,601
3,207,264 — — — — 3,207,264
648,893 — 79,806 13,511 — 742,210
3,581,800 — — — — 3,581,800
4,276,218 14,153 2,364,791 203,254 (6,858,416) —
27,597,272 15,306 2,651,752 402,801 (6,858,416) 23,808,715
19,791,799 21,937,483 22,044,060 21,933,951 (63,697,436) 22,009,857

13
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Cash and cash equivalents

Restricted cash

Security deposit prepaid to third-party
guarantee companies

Accounts receivable and contract assets, net

Financial assets receivable, net

Loans receivable, net

Land use right, net

Intercompany receivables

Investments in subsidiaries and VIEs

Total assets

Payable to investors of the consolidated trusts-
current

Guarantee liabilities-stand ready

Guarantee liabilities-contingent

Income tax payable

Payable to investors of the consolidated trusts-
noncurrent

Intercompany payables

Total liabilities

Total equity

As of December 31, 2022

Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company Company)) Subsidiaries Eliminations lidated Total
(RMB in thousands)
6,437,420 464,323 175,243 88,598 — 7,165,584
3,346,779 — — — 3,346,779
396,699 — — — 396,699
1,933,292 — 1,196,652 — 3,129,944
3,670,919 — — — — 3,670,919
18,484,656 — — — 18,484,656
998,185 — — — — 998,185
5,906,972 295,180 2,030,097 4,163,777 (12,396,026) —
— 18,275,772 19,305,251 15,692,041 (53,273,064) —
44,093,493 19,041,600 21,535,086 21,342,081 (65,669,090) 40,343,170
6,099,520 — — — 6,099,520
4,120,346 — — — — 4,120,346
3,418,391 — — — 3,418,391
614,687 — 33,295 13,033 — 661,015
4,521,600 — — — 4,521,600
6,327,635 — 3,038,297 3,030,094 (12,396,026) —
27,325,894 194,444 3,221,252 3,066,309 (12,396,026) 21,411,873
16,767,599 18,847,156 18,313,834 18,275,772 (53,273,064) 18,931,297

14




Table of Contents

Cash and cash equivalents

Restricted cash

Security deposit prepaid to third-party
guarantee companies

Accounts receivable and contract assets, net

Financial assets receivable, net

Loans receivable, net

Land use right, net

Intercompany receivables

Investments in subsidiaries and VIEs

Total assets

Payable to investors of the consolidated trusts-
current

Guarantee liabilities-stand ready

Guarantee liabilities-contingent

Income tax payable

Payable to investors of the consolidated trusts-
noncurrent

Intercompany payables

Total liabilities

Total equity

As of December 31, 2021

Selected Condensed Consolidated Cash Flows Information

Net cash provided by/(used in) operating activities
Net cash (used in)/provided by investing activities
Net cash provided by/(used in) financing activities

Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company Company)) Subsidiaries Eliminations C lidated Total
(RMB in thousands)
4,605,851 7,117 1,012,466 490,926 — 6,116,360
2,643,587 — — — — 2,643,587
874,886 — — — — 874,886
2,350,775 — — 969,953 — 3,320,728
4,404,208 — — — — 4,404,208
12,703,830 — — — — 12,703,830
1,018,908 — — — — 1,018,908
2,493,660 1,711,633 3,132,657 1,911,857 (9,249,807) —
— 14,032,928 11,832,910 11,272,346 (37,138,184) —
33,145,997 15,761,812 15,619,129 15,366,048 (46,387,991) 33,504,995
2,304,518 — — — — 2,304,518
4,818,144 — — — — 4,818,144
3,285,081 — — — — 3,285,081
449,553 — 98,518 76,041 — 624,112
4,010,597 — — — — 4,010,597
6,493,367 — 1,466,073 1,290,367 (9,249,807) —
23,790,132 557,949 1,856,992 1,333,120 (9,249,807) 18,288,386
9,355,865 15,203,863 13,762,137 14,032,928 (37,138,184) 15,216,609
For the Year Ended December 31, 2023
Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company  Company(!) Subsidiaries Eliminations Consolidated Total
in thousands)

5,685,945 800,998 985,396 1,376,011 (1,730,000) 7,118,350
(11,065,537) 319,382 (105,735)  (618,160) 322,261 (11,147,789)
3,013,752 (1,593,907) (940,000) (821,126) 1,407,739 1,066,458
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Net cash provided by/(used in) operating
activities

Net cash (used in)/provided by investing
activities

Net cash provided by/(used in) financing
activities

Net cash provided by/(used in) operating
activities
Net cash (used in)/provided by investing
activities
Net cash provided by/(used in) financing
activities

Note:

For the Year Ended December 31, 2022

Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company Company() Subsidiaries Eliminations lidated Total
(RMB in thousands)

6,378,135 (66,836) 491,296 (880,080) — 5,922,515
(7,360,063) 1,583,956  (1,327,281) 468,077 (720,664) (7,355,975)
3,516,690 (1,039,580) (1,222) 7,516 720,664 3,204,068

For the Year Ended December 31, 2021
Primary
Beneficiaries
of VIEs
excluding the Other
VIEs The Company Company() Subsidiaries Eliminations lidated Total
(RMB in thousands)
1,273,002 (25,552) 3,293,455 1,248,795 — 5,789,700
(6,047,434) (153,778)  (2,342,294)  (1,332,966) 3,812,144 (6,064,328)
5,958,279 169,291 — (51,706)  (3.812,144) 2,263,720

(1) The financial statement amounts for our consolidated subsidiaries are prepared using same accounting policies as set out in the consolidated
financial statements except that equity method has been used to account for investments in VIEs.

A. [Reserved]

B. Capitalization and Indebtedness
Not applicable.

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

D. Risk Factors

Summary of Risk Factors

An investment in our ADSs involves significant risks. Below is a summary of material risks we face, organized under relevant headings.
These risks are discussed more fully below in “Item 3. Key Information—D. Risk Factors.”




Table of Contents

Risks Related to Our Business and Industry

Risks and uncertainties related to our business include, but not limited to, the following:
e  The Credit-Tech industry is rapidly evolving, which makes it difficult to effectively assess our future prospects;
e  We have a limited operating history and are subject to credit cycles and the risk of deterioration of credit profiles of borrowers;

e We are subject to uncertainties surrounding regulations and administrative measures of the loan facilitation business. If any of our
business practices are deemed to be non-compliant with applicable laws and regulations, our business, financial condition and results
of operations would be adversely affected;

e We are subject to uncertainties surrounding regulations and administrative measures of micro-lending business and financing
guarantee business. If any of our business practices are deemed to be non-compliant with such laws and regulations, our business,
financial condition and results of operations would be adversely affected;

e We are subject to uncertainties surrounding regulations and administrative measures of credit reporting business. If any of our
business practices is deemed to be non-compliant with such laws and regulations, our business, financial condition and results of
operations would be materially and adversely affected;

e  The pricing of loans facilitated through our platform may be deemed to exceed interest rate limits imposed by regulations;
e  Our transaction process may result in misunderstanding among borrowers;

e Fraudulent activity on our platform could negatively impact our operating results, brand and reputation and cause the use of loan
products facilitated by us and our services to decrease;

e We rely on our proprietary credit profiling model in assessing the creditworthiness of borrowers and the risks associated with loans.
If our model is flawed or ineffective, or if we otherwise fail or are perceived to fail to manage the default risks of loans facilitated
through our platform, our reputation and market share would be materially and adversely affected, which would severely impact our
business and results of operations;

e We rely on our risk management team to establish and execute our risk management policies. If our risk management team or key
members of such team were unable or unwilling to continue in their present positions, our business may be severely disrupted;

e If we are unable to protect the private information of our users and adapt to the relevant regulatory framework as to protection of
such information, our business and operation may be adversely affected; and

e Our business is subject to complex and evolving PRC laws and regulations regarding data privacy and cybersecurity, as such
regulations and laws as newly promulgated, many of which are subject to further interpretation. Any changes in these laws and
regulations have caused and could continue to cause changes to our business practices and increase costs of operations, and any
security breaches or our actual or perceived failure to comply with such laws and regulations could result in claims, penalties,
damages to our reputation and brand, declines in user growth or engagement, or otherwise harm our business, results of operations
and financial condition.
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Risks Related to Our Corporate Structure

Risks and uncertainties related to our corporate structure include, but not limited to, the following:

We are a Cayman Islands holding company with no equity ownership in the VIEs and we conduct our operations in China through (i)
our PRC subsidiaries and (ii) the VIEs, with which we have maintained contractual arrangements. Investors in our ADSs thus are not
purchasing equity interest in the VIEs in China but instead are purchasing equity interest in a Cayman Islands holding company. If
the PRC government finds that the agreements that establish the structure for operating our business do not comply with PRC laws
and regulations, or if these regulations or their interpretations change in the future, we could be subject to severe penalties or be
forced to relinquish our interests in those operations. Our holding company, our PRC subsidiaries, the VIEs, and investors of our
company face uncertainty about potential future actions by the PRC government that could affect the enforceability of the contractual
arrangements with the VIEs and, consequently, significantly affect the financial performance of the VIEs and our company as a
whole. The PRC regulatory authorities could disallow the VIEs structure pursuant to the new regulations promulgated by the PRC
government, which would likely result in a material adverse change in our operations, and our class A ordinary shares or our ADSs
may decline significantly in value;

We rely on contractual arrangements with the VIEs and the shareholders of the VIEs for all of our business operations, which may
not be as effective as direct ownership in providing operational control; and

Any failure by the VIEs or the shareholders of the VIEs to perform their obligations under our contractual arrangements with them
would have a material adverse effect on our business.

Risks Related to Doing Business in China

We are also subject to risks and uncertainties relating to doing business in China in general, including, but not limited to, the following:

The PCAOB had historically been unable to inspect our auditor in relation to their audit work performed for our financial statements
and the inability of the PCAOB to conduct inspections of our auditor in the past has deprived our investors with the benefits of such
inspections;

Our ADSs may be prohibited from trading in the United States under the HFCAA in the future if the PCAOB is unable to inspect or
investigate completely auditors located in China. The delisting of the ADSs, or the threat of their being delisted, may materially and

adversely affect the value of your investment;

The PRC government’s significant oversight and discretion over our business operation and any failure to comply with PRC laws and
regulations could result in a material adverse change in our operations and the value of the ADSs; and

Uncertainties in the interpretation and enforcement of PRC laws and regulations could limit the legal protections available to us.

Risks Related to the ADSs and our class A ordinary shares

In addition to the risks described above, we are subject to general risks relating to our ADSs and class A ordinary shares, including, but
not limited to, the following:

We adopt different practices as to certain matters as compared with many other companies listed on the Hong Kong Stock Exchange;
and

The trading prices for our listed securities have been and are likely to continue to be volatile.
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Risks Related to Our Business and Industry

The Credit-Tech industry is rapidly evolving, which makes it difficult to effectively assess our future prospects.

The Credit-Tech industry in the PRC is in a developing stage. The regulatory framework for this market is also evolving and may remain
uncertain for the foreseeable future. In addition, the Credit-Tech industry in China has not witnessed a full credit cycle. The market players in the
industry, including us, may not be able to respond to the change of market situations effectively and maintain steady business growth when the
industry enters a different stage. In addition, we cannot assure you that a contraction in the availability of funds will not happen at later stages of
the credit cycle. As such, we may not be able to sustain our historical growth rate in the future.

You should consider our business and prospects in light of the risks and challenges we encounter or may encounter given the rapidly
evolving market in which we operate, along with our limited operating history. These risks and challenges include our ability to, among other
things:

e offer competitive products and services;

e  broaden our prospective borrower base;

e increase the utilization of our products by existing borrowers as well as new borrowers;

e maintain and enhance our relationship and business collaboration with our partners;

e maintain low delinquency rates of loans we facilitated,

e develop and maintain cooperative relationships with financial institution partners to secure sufficient, diversified, cost-efficient
funding to the drawdown requests;

e continue to develop, maintain and scale our platform and sustain our historical growth rates;

e continue to develop and improve the effectiveness, accuracy and efficiency of our proprietary credit assessment and profiling
technologies;

e navigate through a complex and evolving regulatory environment;
e improve our operational efficiency and profitability;
e  attract, retain and motivate talented employees to support our business growth;

e enhance our technology infrastructure to support the growth of our business and maintain the security of our system and the
confidentiality of the information provided and utilized across our system;

e navigate through economic conditions and fluctuations; and

e defend ourselves against legal and regulatory actions, such as actions involving intellectual property or privacy claims.
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We have a limited operating history and are subject to credit cycles and the risk of deterioration of credit profiles of borrowers.

We were established in 2016 and officially launched our capital-light model in May 2018. Our business is subject to credit cycles
associated with the volatility of the general economy and with the trends of the Credit-Tech industry in China. As we have a limited operating
history, we have not experienced a full credit cycle in China.

As of December 31, 2021, 2022 and 2023, the 90 day+ delinquency rate for all loans facilitated through our platform, including those
under credit-driven services and platform services, was 1.54%, 2.03% and 2.35%, respectively. The increase in 90 day+ delinquency rates was
primarily due to soft consumer sentiment under the challenging macroenvironment following the pandemic. For more details, see “Item 5.
Operating and Financial Review and Prospects—A. Operating Results—Loan Performance Data—90 day+ delinquency rates.” To effectively
manage credit risks, we have adopted a prudent approach to focus on improving the quality and profitability of our business through continued
upgrade of our user base and optimize our asset portfolio. We also expect to continue focusing on enhancing our technology and credit assessment
capabilities and fine-tuning our services and solutions to address financial institution partners’ evolving needs and risk preferences. However, there
can be no assurance that we will be able to successfully manage our risk exposure in an effective manner.

If economic conditions deteriorate or any event beyond our control occurs to our operation, we may face an increased risk of default or
delinquency of borrowers, which will result in lower returns or even losses. In the event that the creditworthiness of borrowers deteriorates, or we
cannot track the deterioration of their creditworthiness, the criteria we use for the analysis of user credit profiles may be rendered inaccurate, and
our credit profiling system may be subsequently rendered ineffective. This in turn may lead to higher default rates and adversely impact our results
of operations.

In addition, deterioration in borrowers’ creditworthiness, or increase in our delinquency rate may discourage our financial institution
partners from cooperating with us. If our financial institution partners choose to adopt a tight credit approval and drawdown funding policy, our
ability to secure funding will be materially restricted.

We are subject to uncertainties surrounding regulations and administrative measures of the loan facilitation business. If any of our business
practices are deemed to be non-compliant with applicable laws and regulations, our business, financial condition and results of operations
would be adversely affected.

The laws and regulations governing the loan facilitation business are evolving, and substantial uncertainties exist with respect to their
interpretation and implementation. In addition, pursuant to the Plan on Reforming State Council Institutions approved by the National People’s
Congress on March 10, 2023, the China National Financial Regulatory Administration was officially established on May 18, 2023, replacing the
China Banking and Insurance Regulatory Commission as the new financial regulatory authority in China. As a result, the local financial regulatory
system underwent a deep reform, with the central financial management department’s local agencies acting as the main body. This restructuring
may lead to changes and uncertainties in rules and regulations applicable to our business, which may increase our cost of operation, limit our
options of product offerings or even fundamentally change our business model. We have experienced, and may from time to time be required to
make adjustments to our operations in order to maintain compliance with changes in laws, regulations and policies. An example is the Notice on
Regulating and Rectifying “Cash Loan” Business issued on December 1, 2017, or Circular 141, and related regulations. Circular 141 introduces the
regulating guidance on cash loan businesses including online micro-lending companies, P2P platforms and banking financial institutions. If a
financial institution violates the rules and provisions in Circular 141, the regulatory authorities may pursue compulsory enforcement, suspend its
business, cancel its qualifications, or supervise the rectifications. In extremely serious circumstances, such financial institution’s business license
may be revoked. For a discussion of Circular 141, please see “Item 4. Information on the Company—B. Business Overview—Regulation—
Regulation on Online Finance Services Industry—Regulations on the business of loan facilitation.” On the basis of Circular 141, the Interim
Measures for Administration of Internet Loans Issued by Commercial Banks, among other requirements, provides that “core risk management
functions such as credit granting approval and contract conclusion shall be independently and effectively carried out by the commercial bank.” For
a discussion of the measures, please see “Item 4. Information on the Company—B. Business Overview—Regulation—Regulation on Online
Finance Services Industry—Regulations on the business of loan facilitation.”

Furthermore, on October 9, 2019, nine government authorities in China promulgated the Supplementary Provisions on the Supervision
and Administration of Financing Guarantee Companies, or the Supplementary Financing Guarantee Provisions, which, as advised by our PRC legal
counsel, for the first time, explicitly require that institutions providing services such as borrower recommendation and credit assessment for various
lending institutions, including us as a Credit-Tech company, shall not provide, directly or in a disguised form, financing guarantee services without
prior approval. For a discussion of the Supplementary Financing Guarantee Provisions, please see “Item 4. Information on the Company—B.
Business Overview—Regulation—Regulations on Financing Guarantee.”
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In response to the regulatory changes since the promulgation of Circular 141, we have made several adjustments to our collaboration model with
certain financial institution partners. However, we may still be deemed non-compliant with these regulations or other rules in the following aspects of our
business:

®  Guarantee practice. We neither collected guarantee fees through our non-licensed subsidiaries from our financial institution partners, nor
took providing guarantees as our main operating business through our non-licensed subsidiaries, while historically one of the VIEs that had
not obtained the financing guarantee license provided guarantees or other credit enhancement services to certain financial institution
partners. Under such model, the non-licensed VIE could be deemed as operating financing guarantee business and therefore non-compliant
with Circular 141 and the Supplementary Financing Guarantee Provisions. We have completely ceased such practice through the non-
licensed VIE since September 2020. Currently, third-party guarantee companies or the licensed VIE provides guarantee or other credit
enhancement services to our financial institution partners. We engage third-party guarantee companies to provide guarantee services, and
we, under certain circumstances, provide back-to-back guarantees for external guarantee companies. We currently provide back-to-back
guarantees only through the licensed VIE. As advised by our PRC legal counsel, our back-to-back guarantee model is not prohibited by
Circular 141, because we have not directly provided guarantee to banking financial institutions. However, in the absence of authoritative
interpretation of Circular 141, we cannot assure you that all the PRC regulatory authorities will have the same view as our PRC legal
counsel on this issue. Moreover, given the lack of further interpretations, the exact definition and scope of “providing financing guarantee
business in a disguised form” under the Supplementary Financing Guarantee Provisions is unclear. Therefore, we cannot be certain that our
back-to-back guarantee model will not be determined to be in violation of the Supplementary Financing Guarantee Provisions. For
additional information on potential risk related to compliance with the leverage ratio limits for financing guarantee business, please see “—
We are subject to uncertainties surrounding regulations and administrative measures of micro-lending business and financing guarantee
business. If any of our business practices are deemed to be non-compliant with such laws and regulations, our business, financial condition
and results of operations would be adversely affected.”

®  Payment. We have adopted a payment model and applied it to our cooperation with all financial institution partners. Under our payment
model, we do not charge interests to borrowers for loans funded by our financial institution partners; instead, we charge service fees to
financial institutions. In certain cases, some financial institution partners further engage us and a third-party payment system service
provider to together arrange payment clearance, pursuant to which borrowers first repay to a third-party payment system and we work
together with the payment system service provider to split the total repayment amount, including principal, interest and service fees, to the
portions that financial institution partners and we are each entitled to. The third-party payment service providers are engaged per our
financial institution partners’ request and are mainly for the purpose of general payment processing and clearance. We do not charge any
fees from borrowers under our payment model for loans funded by our financial institution partners. As advised by our PRC legal counsel,
such payment model does not violate Circular 141 or the Interim Measures for Administration of Internet Loans Issued by Commercial
Banks. However, in the absence of authoritative interpretation of Circular 141 and given substantial uncertainties regarding the
interpretation and application of PRC laws and regulations, we cannot assure you that PRC regulatory authorities will share this view.

As advised by our PRC legal counsel, Circular 141 does not have retrospective effect on the loan facilitation business conducted prior to the
issuance of Circular 141, and we believe that loans we facilitated prior to the issuance of Circular 141 or under our existing collaboration agreements
executed prior to the issuance of Circular 141 are not subject to its jurisdiction. However, we cannot rule out the possibility that government authorities
would still consider our business practices to violate Circular 141. If our products or services is deemed to be non-compliant with the PRC laws and
regulations, we may need to further adjust our practices and our business operations may be negatively impacted.

Further, if our financial institution partners cease to fund the loans, either on a temporary basis to await more clarity on the new regulatory
environment, or on a permanent basis for non-compliance concerns, our operation will be adversely impacted. If fewer financial institutions are willing to
fund the loans, the competition for funding may become more intense, and the cost of funding may increase, which may adversely impact our results of
operations.

Besides, in April 2021, we and 12 other major financial technology platforms were invited to meet with the People’s Bank of China, the China
Banking and Insurance Regulatory Commission, the CSRC, SAFE and other financial regulators to discuss the operations and compliance practice of these
platforms’ internet financial businesses in China. We have been making rectifications and adjustments to our operations to address the issues discussed
during the meeting and results of our self-examination according to the guidance provided by the regulators. As of the date of this annual report, we have
substantially completed the rectification measures based on our self-examination results according to the guidance provided by the relevant authorities. The
regulatory authorities have reviewed our rectification measures in general. The regulatory authorities have moved on to the regular regulatory supervision
status from the self-examination and rectification status with respect to regulating these major financial technology platforms, including us. Our
rectification results remain subject to the regulators’ regular supervision, and we cannot assure you that the measures we have taken and rectifications we
have made will satisfy the requirements from the regulators. If the regulators deem our rectification efforts to be insufficient or unsatisfactory, we may face
further rectification orders or other administrative actions, in which case our business and operations may be materially and negatively affected.
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We are subject to uncertainties surrounding regulations and administrative measures of micro-lending business and financing guarantee
business. If any of our business practices are deemed to be non-compliant with such laws and regulations, our business, financial condition
and results of operations would be adversely affected.

A portion of loans facilitated on our platform are funded by Fuzhou Microcredit, the subsidiary of Shanghai Qiyu, one of the VIEs. We
also provide financing guarantees to our financial institution partners through Fuzhou Financing Guarantee and Shanghai Financing Guarantee
(before its financing guarantee license was canceled upon its voluntary application), for some loans we facilitate. As a result, we are subject to a
complex and evolving body of regulations in relation to these businesses.

On August 2, 2017, the PRC State Council promulgated the Regulations on the Supervision and Administration of Financing Guarantee
Companies, which became effective on October 1, 2017. The regulations set forth that the outstanding guarantee liabilities of a financing guarantee
company shall not exceed ten times its net assets, and that the balance of outstanding guarantee liabilities for the same guaranteed party shall not
exceed 10% of a financing guarantee company’s net assets, while the balance of outstanding guarantee liabilities for the same guaranteed party and
its affiliated parties shall not exceed 15% of a financing guarantee company’s net assets.

On September 16, 2020, the China Banking and Insurance Regulatory Commission issued the Notice on Strengthening the Supervision
and Management of Micro-Lending Companies, or Circular 86. Adopted to regulate the operations of micro-lending companies, Circular 86
provides that the total funding amount obtained by a micro-lending company through bank loans, shareholder loans and other non-standard
financing instruments shall not exceed such company’s net assets. In addition, the total funding amount obtained by a micro-lending company
through the issuance of bonds, asset securitization products and other instruments of standardized debt assets shall not exceed four times of its net
assets. Local financial regulatory authorities may further lower the leverage limits mentioned above.

On November 2, 2020, the China Banking and Insurance Regulatory Commission and the People’s Bank of China published the Interim
Measures for the Administration of Online Micro-Lending Business (Draft for Comments), adding new requirements to online micro-lending
business. In particular, the draft, among other things, strengthens the condition for licensing and other approvals for conducting online micro-
lending business. Pursuant to the draft, to the extent a micro-lending company engages in online micro-lending business, said business shall mainly
be carried out within the provincial-level administrative region to which its place of registration belongs, and shall not operate beyond such region
without the approval of the banking regulator under the State Council. On December 31, 2021, the People’s Bank of China issued the Regulations
on Local Financial Supervision and Administration (Draft for Comments), which reaffirm that local financial organizations (including micro-
lending companies and financing guarantee companies) are required to operate business within the area approved by the local financial regulatory
authority, and are not allowed to conduct business across provinces in principle.

Fuzhou Microcredit has obtained the approval to operate micro-lending businesses from the competent supervising authority, which
allows Fuzhou Microcredit to conduct micro-lending businesses through the internet. As of the date of this annual report, Fuzhou Microcredit had
increased its registered capital to RMBS billion, which has been fully paid. Currently, Fuzhou Microcredit can conduct cross-province business
with its valid license. However, if the Interim Measures for the Administration of Online Micro-Lending Business (Draft for Comments) were to be
adopted in its current form, Fuzhou Microcredit may need to obtain the legal approval of the banking regulator under the State Council in order to
engage in online micro-lending business across provincial-level administrative regions. The rules for licensing or approvals for cross-province
online micro-lending business are yet to be formulated as of the date of this annual report. We cannot assure you that, if the authorities later
promulgate such rules for micro-lending business or other rules imposing licensing or approval requirements on financing guarantee business,
Fuzhou Microcredit or Fuzhou Financing Guarantee will be qualified for such licenses or approvals in accordance with the requirements
thereunder. If we fail to obtain the regulatory approvals to further increase the registered capital or to establish additional online micro-lending
companies if needed, we may not be able to obtain sufficient funding to fulfill our future growth needs. From time to time, we may need additional
licenses to operate our business. Failure to obtain, renew, or retain requisite licenses, permits or approvals may adversely affect our ability to
conduct or expand our business.
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Furthermore, Fuzhou Microcredit is subject to the laws, regulations, policies and measures in Fuzhou in respect of registered capital and
of loan-to-capital and other leverage ratios, among other things, and our financing guarantee companies are subject to the supervision of local
financial authorities in Fuzhou, Shanghai (before the financing guarantee license of Shanghai Financing Guarantee was canceled upon its voluntary
application) and Tianjin where the branch office of Fuzhou Financing Guarantee is located. We may be subject to regulatory warnings, correction
orders, condemnation and fines and may be required to further adjust our business if any of our micro-lending and financing guarantee companies
is deemed to have violated national, provincial or local laws and regulations or regulatory orders and guidance.

We are subject to uncertainties surrounding regulations and administrative measures of credit reporting business. If any of our business
practices is deemed to be non-compliant with such laws and regulations, our business, financial condition and results of operations would be
materially and adversely affected.

The PRC government has adopted several regulations governing personal and enterprise credit reporting businesses. These regulations
include the Regulation for the Administration of Credit Reporting Industry enacted by the State Council and effective in March 2013, and the
Management Rules on Credit Agencies issued by the People’s Bank of China, in the same year. According to the Regulation for the Administration
of Credit Reporting Industry, “credit reporting business” refers to the gathering, organizing, preserving and processing of credit information on
organizations such as enterprises and public service units and individuals, as well as distribution of such information to information users, and a
“credit reporting agency” refers to credit reporting entity established in accordance with law and mainly engaged in credit reporting business.
Entities engaged in personal/enterprise credit reporting business without such approval/completing filing formality may be subject to fine or
criminal liability.

In addition, the Administrative Measures for Credit Reporting Business issued by the People’s Bank of China on September 27, 2021 and
effective on January 1, 2022, or the Credit Reporting Measures, define “credit information” to include “basic information, borrowing and lending
information and other relevant information legally collected in the offering of services of finance or other activities for purposes of identifying and
judging the credit standing of businesses and individuals, as well as result of analysis and evaluation based on the aforesaid information,” and
define “credit reporting business” as the collection, collation, keeping and processing of credit information and provision of such information to
information users. The Credit Reporting Measures apply to entities that carry out credit reporting business and “activities relating to credit
reporting business” in China. Separately, entities providing “services of credit reporting function” in the name of “credit information service, credit
service, credit evaluation, credit rating, credit repair, among others” are also subject to the measures. The measures provide for an 18-month grace
period from their effectiveness date for organizations that engage in credit reporting business to obtain the credit reporting business license and
comply with its other provisions. Furthermore, on July 7, 2021, the Credit Information System Bureau of the People’s Bank of China further issued
the Notice Relating to Disconnecting Direct Connection to 13 internet platforms including us, requiring the internet platforms to achieve a
complete “disconnected direct connection” in terms of personal information with financial institutions, meaning that the direct flow of personal
information from internet platforms that collect such information to financial institutions is prohibited.

Historically, we provided credit assessment assistance directly to commercial banks which mainly depended on the evaluation of
information regarding personal credit status. Such practice may be deemed as engaging in credit reporting business or credit reporting function
services by the PRC authorities. To comply with the Credit Reporting Measures and the Notice Relating to Disconnecting Direct Connection, we
have involved two licensed credit reporting institutions to ensure compliance and have substantially completed our business adjustments within the
18-month grace period as of the date of this annual report. In particular, we have entered into collaboration agreements with two licensed credit
reporting institutions to ensure the flow of personal information complies with the requirements of the Credit Reporting Measures and the Notice
Relating to Disconnecting Direct Connection. However, there remain uncertainties with respect to the interpretation and implementation of the
Credit Reporting Measures. Therefore, we cannot rule out the possibility that some aspects of our business may subsequently be deemed as
incompliant and be required to be ceased or adjusted in a way that will have a negative impact on our business and prospects. If our credit
assessment assistance is prohibited, it may affect the collaboration between us and our financial institution partners. If we are prohibited from
conducting our credit assessment, our operation will be adversely affected. The lack of clear guidance under, and the uncertainty associated with,
the Credit Reporting Measures may also result in substantial compliance cost incurred by us.
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We will closely monitor the regulatory requirements, seek guidance from regulatory authorities and take applicable measures in a timely
manner to ensure our compliance with the laws and regulations applicable to us. We may incur costs and expenses to ensure compliance and to
make necessary changes to our internal policies and practices to maintain compliance with the laws and regulations applicable to us in the future.
According to the Notice Relating to Disconnecting Direct Connection, the Credit Reporting Measures and other related laws and regulations, any
failure or perceived failure by us to meet the requirements may subject us to fine or criminal liability, which could have an adverse effect on our
business, financial condition and results of operations. See “Item 4. Information on the Company—B. Business Overview—Regulation—
Regulations On Credit Reporting Business” for details.

The pricing of loans facilitated through our platform may be deemed to exceed interest rate limits imposed by regulations.

Circular 141 requires online platforms, micro-lending companies and other entities to charge synthetic fund costs, including the interest
and fees paid by the borrowers, in compliance with the rules provided by the Supreme People’s Court, and such costs shall be within the legally
allowed annualized interest rate for private lending. According to the Provisions of the Supreme People’s Court on Several Issues concerning the
Application of Law in the Trial of Private Lending Cases promulgated on September 1, 2015, in the event that the sum of the annualized interest
that lenders charge and the fees we and our financial institution partners charge exceeds the 24% limit, and borrowers refused to pay the portion
that exceeds the 24% limit, PRC courts would not uphold our request to demand the portion of the fees that exceeds the 24% limit from such
borrowers. If the sum of the annual interest that lenders charge and the fees we and our financial institution partners charge exceeds 36%, the
portion that exceeds the 36% limit is invalid. The Supreme People’s Court issued the Several Opinions on Further Strengthening the Judicial Work
in the Finance Sector in August 2017, if an online lending information intermediary and a lender intentionally collude to evade the interest rate
ceiling as set out by the law through disguising loan interest as loan facilitation service fees, then such arrangements shall be declared invalid. On
July 22, 2020, the Supreme People’s Court and the National Commission of Development and Reform jointly released the Opinions on Providing
Judicial Services and Safeguards for Accelerating the Improvement of the Socialist Market Economic System for the New Era. The opinions set
out that if the interest and fees, including interest, compound interest, penalty interest, liquidated damages and other fees, claimed by one party to
the loan contract exceed the upper limit under judicial protection, the claim will not be supported by the court, and if the parties to the loan disguise
the financing cost in an attempt to circumvent the upper limit, the rights and obligations of all parties to the loan will be determined by the actual
loan relationship.

On August 20, 2020, the Supreme People’s Court issued the Decision on Amending the Provisions of the Supreme People’s Court on
Several Issues Concerning the Application of Law in the Trial of Private Lending Cases, or the Judicial Interpretation Amendment, which was
revised on January 1, 2021 and amended the upper limit of private lending interest rates under judicial protection. According to the Judicial
Interpretation Amendment, if the service fees or other fees that we charge are deemed to be loan interest or fees related to loans (inclusive of any
default rate and default penalty and any other fee), in the event that the sum of the annualized interest that lenders charge and fees we and our
financial institution partners charge exceeds four times the one-year Loan Prime Rate at the time of the establishment of the agreement, which we
refer to as the Quadruple LPR Limit, borrowers may refuse to pay the portion that exceeds the Quadruple LPR Limit. In that case, PRC courts will
not uphold our request to demand the payment of fees that exceed the Quadruple LPR Limit from such borrowers. If borrowers have paid the fees
that exceed the Quadruple LPR Limit, such borrowers may request us to refund the portion exceeding the Quadruple LPR Limit and the PRC
courts may uphold such requests. The aforementioned one-year Loan Prime Rate refers to the one-year loan market quoted interest rate issued by
the National Bank Interbank Funding Center on the 20th of each month starting from August 20, 2019, and the one-year loan market quoted
interest rate issued by the National Bank Interbank Funding Center on April 22, 2024 was 3.45%. We cannot assure you that the one-year loan
market quoted interest rate and the Quadruple LPR Limit will not decrease further in the future.

On December 29, 2020, the Supreme People’s Court issued the Reply to Issues Concerning the Scope of Application of the New Judicial
Interpretation on Private Lending, which clarifies that seven types of local financial organizations, including micro-lending companies, financing
guarantee companies, regional equity markets, pawnshops, financing lease companies, commercial factoring companies and local asset
management companies under the regulation of local financial regulatory authorities, are financial institutions established upon approval by
financial regulatory authorities. The Judicial Interpretation Amendment is not applicable to disputes arising from their engagement in relevant
financial businesses.
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Although the Judicial Interpretation Amendment and the Reply to Issues Concerning the Scope of Application of the New Judicial
Interpretation on Private Lending provide that they do not apply to licensed financial institutions, including micro-lending companies that conduct
loan and Credit-Tech business, there remain uncertainties in the interpretation and implementation of the amendment, including whether licensed
financial institutions may be subject to its jurisdiction under Circular 141 or in certain circumstances, the basis of the calculation formula used to
determine the interest limit, the scope of inclusion of related fees and insurance premiums, as well as inconsistencies between the standard and
level of enforcement by different PRC courts. We cannot assure you that there will not be interpretations of the Judicial Interpretation Amendment
expanding its jurisdiction to cover licensed financial institutions, nor can we guarantee that there will not be any changes to the detailed calculation
formula used to determine the interest limit, that our future fee rates will not be lowered as a result of the Quadruple LPR Limit, or that the
Quadruple LPR Limit will not be applied to our historical and legacy products where the related dispute cases are accepted by PRC courts of first
instance on or after August 20, 2020. In such cases, we and our financial institution partners may be required to repay certain borrowers if our
historical and legacy loan products are deemed to have violated the applicable laws and regulations concerning the limit of lending interest and fee
rates. Our business, results of operations and financial condition may therefore be materially and adversely affected by the implementation of the
Judicial Interpretation Amendment.

In addition to rules, opinions and decisions issued by the PRC courts, we and our financial institution partners are also subject to
regulatory agencies’ requirements, supervision or guidance. We have lowered the pricing on loans we facilitate and may further adjust the pricing
from time to time as a result of changes in regulations or our business strategies. Currently, we adhere to the pricing policy that no loan should have
an IRR exceeding 36%. As of December 31, 2023, the IRR for all of loans facilitated by us was under 36%. As of the same date, the outstanding
balance of loans with an IRR exceeding 24% amounted to RMB102.4 million (US$14.4 million), which represented 0.1% of all the outstanding
balance of loans! facilitated by us, compared to RMB4.7 billion and 3.8%, respectively, as of December 31, 2022. If we are unable to keep up with
the evolvement of regulations and maintain compliance or are deemed to price loans at a rate that exceeds the regulatory limits, we could be
ordered to suspend, rectify or terminate our practices or operations, subject to cancelation of qualifications, or ordered to relinquish the excessive
portion of the interest income. If any of these occurs, our business, financial condition, results of operations and our cooperation with financial
institution partners could be materially and adversely affected. See also “—We are subject to uncertainties surrounding regulations and
administrative measures of the loan facilitation business. If any of our business practices are deemed to be non-compliant with applicable laws and
regulations, our business, financial condition and results of operations would be adversely affected.”

Our transaction process may result in misunderstanding among borrowers.

Our paperless transaction process is facilitated primarily on our mobile platform. While such transaction process is streamlined and
convenient, it involves certain inherent risks. Borrowers may not read the electronic agreements closely, which may result in misunderstanding of
certain terms and conditions. Furthermore, information in our product promotion materials and our app may result in misunderstanding among
borrowers and be deemed misleading. For instance, we utilize the internal rate of return methodology to calculate the total interest and service fees
to be paid by borrowers and to determine the pricing of loan products facilitated by us. Despite the fact that we have disclosed our fee structure in
the agreements with borrowers and display on our mobile platform how service fees are calculated using the internal rate of return, they may
overlook or misunderstand such service fees, interest rates and other fees, and calculate the total interest and service fees utilizing a different
methodology, which may result in misunderstanding of our fee structure. If the government authorities and the courts determine that the interest
rate disclosed in our product promotion and our app is misleading, the courts may support the borrower’s request to rescind the agreement or
determine a lower interest and service fee to be paid by the borrower, and we may be subject to fines and penalties by the courts and government
authorities for the misleading promotion. In addition, such misunderstanding may arouse negative publicity and complaints among borrowers, harm
our brand name and reputation and in turn hurt our ability to retain and attract borrowers, which could have a material adverse effect on our
business, financial condition and results of operations.

Note:

I The IRR does not take into account loans facilitated under “ICE” and other technology solutions. “ICE” is an open platform on our “360
Jietiao” APP. We match borrowers and financial institutions through big data and cloud computing technology on “ICE,” and provide pre-loan
investigation report of borrowers. Loans facilitated under other technology solutions are directly transacted between the financial institutions
and borrowers.
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Fraudulent activity on our platform could negatively impact our operating results, brand and reputation and cause the use of loan products
facilitated by us and our services to decrease.

We are subject to the risk of fraudulent activity associated with prospective borrowers and parties handling information on borrowers or
financial institution partners. Our resources, technologies and fraud detection tools may be insufficient to accurately detect and prevent fraud. Even
if we identify fraudulent prospective borrower and reject his/her credit application, such prospective borrower may re-apply by using fraudulent
information. We may fail to identify such behavior, despite our measures to verify personal identification information provided by prospective
borrowers. Furthermore, we may not be able to recoup funds underlying transactions made in connection with fraudulent activities. A significant
increase in fraudulent activities could negatively impact our brands and reputation, discourage financial institution partners from collaborating with
us, reduce the number of transactions facilitated from borrowers and lead us to take additional steps to reduce fraud risk, which could increase our
costs. High profile fraudulent activity could even lead to regulatory intervention and may divert our management’s attention and cause us to incur
additional expenses and costs.

We rely on our proprietary credit profiling model in assessing the creditworthiness of borrowers and the risks associated with loans. If our
model is flawed or ineffective, or if we otherwise fail or are perceived to fail to manage the default risks of loans facilitated through our
platform, our reputation and market share would be materially and adversely affected, which would severely impact our business and results of
operations.

Our ability to attract users to, and build trust in, our platform is significantly dependent on our ability to effectively evaluate users’ credit
profiles and the likelihood of default based on the Al-powered Argus Engine. The Al-powered tool may be flawed or ineffective in processing the
immense data and providing an accurate report. It may not adjust itself to the changes in the data patterns or macroeconomic situations. In addition,
it may be breached, manipulated or otherwise compromised.

If any of the foregoing were to occur in the future, our financial institution partners may try to rescind their affected investments or decide
not to invest in loans, or borrowers may seek to revise the terms of their loans or reduce the use of our platform for financing.

Meanwhile, as our Argus Engine becomes more familiar to the public and fraudulent users become better educated regarding the industry
practice, it is possible that despite the iterative development of our anti-fraud and credit-scoring algorithm, our model becomes outdated and
ineffective in detecting new fraud schemes or making accurate credit assessments. If that happens, our ability to control our delinquency rate will
become substantially limited, which will adversely impact our business prospects and financial results.

We rely on our risk management team to establish and execute our risk management policies. If our risk management team or key members of
such team were unable or unwilling to continue in their present positions, our business may be severely disrupted.

We rely on our risk management team to continually iterate and train our Argus Engine, which is the center of the establishment and
execution of our credit profiling policies. Although our Argus Engine is equipped with machine learning capability and conducts self-learning and
self-development all based on the data we have, we still rely on our risk management team to spot and fix potential errors and flaws in our Argus
Engine. Meanwhile, the Credit-Tech market changes quickly and we may need to adjust our credit profiling principles from time to time to control
our loss rate while maintaining the borrower base and securing satisfying returns for our financial institution partners. We rely on our risk
management team to closely monitor the change in the market and our business, and update our credit profiling principles accordingly, which will
be then used to train our Argus Engine. If our risk management team or key members of such team were unable or unwilling to continue in their
present positions, we may have to incur additional time and monetary cost to find a replacement to our risk management team that fits us, and our
result of business operation and financial status may be adversely and severely impacted.

If we are unable to protect the private information of our users and adapt to the relevant regulatory framework as to protection of such
information, our business and operation may be adversely affected.

Our platform collects, stores and processes certain personal information and other sensitive data from users for the purpose of providing
our services. We have obtained the explicit consents from users to use their personal information within the scope of authorization and we have
taken technical measures to protect the security of such personal information and prevent personal information from being divulged, damaged or
lost. However, we face risks inherent in handling and protecting personal information. In particular, we face a number of challenges relating to data
generated from transactions and other activities on our platform, including:
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e protecting the data in and hosted on our system, including against attacks on our system by outside parties or fraudulent behavior or
improper use by our employees;

e addressing concerns related to privacy and sharing, safety, security and other factors; and

e complying with applicable laws, rules and regulations relating to the collection, use, storage, transfer, disclosure and security of
personal information, which are subject to change and new interpretations, including any requests from regulatory and government
authorities relating to such data.

We face the risk of security breaches or similar disruptions. Due to the data assets we have, our platform is an attractive target and
potentially vulnerable to cyberattacks, computer viruses, physical or electronic break-ins or similar disruptions. Because techniques used to
sabotage or obtain unauthorized access to systems evolve continually and frequently and generally are not recognized until they are launched
against a target, we may be unable to anticipate these techniques or to implement adequate preventative counter-measures. In addition to advances
in technology, an increased level of sophistication and diversity of our products and services, an increased level of expertise of hackers, new
discoveries in the field of cryptography or other risks can result in the compromise or breach of our websites or our apps. If security measures are
breached because of third-party action, employee error, malfeasance or otherwise, or if design flaws in our technology infrastructure are exposed
and exploited, user data or personal information could be stolen or misused, which could expose us to penalties or other administrative actions,
time-consuming and expensive litigation and negative publicity, materially and adversely affect our business and reputation and deter potential
users from using our products and financial institution partners from cooperating with us, any of which would have a material adverse impact on
our results of operations, financial condition and business prospects.

In addition, we expect that data security and data protection compliance will receive greater attention and focus from regulators, both
domestically and globally, as well as continued or greater public scrutiny and attention going forward, which could increase our compliance costs
and subject us to heightened risks and challenges associated with data security and protection. For details of risks relating to our compliance with
relevant laws and regulations, see “—QOur business is subject to complex and evolving PRC laws and regulations regarding data privacy and
cybersecurity, as such regulations and laws as newly promulgated, many of which are subject to further interpretation. Any changes in these laws
and regulations have caused and could continue to cause changes to our business practices and increase costs of operations, and any security
breaches or our actual or perceived failure to comply with such laws and regulations could result in claims, penalties, damages to our reputation
and brand, declines in user growth or engagement, or otherwise harm our business, results of operations and financial condition.” If we are unable
to manage these risks, or if we are accused of failing to comply with such laws and regulations, we could become subject to corrective orders,
penalties, including fines, suspension of business, websites, or applications, and revocation of required licenses, and our reputation and results of
operations could be materially and adversely affected.

Our business is subject to complex and evolving PRC laws and regulations regarding data privacy and cybersecurity, as such regulations and
laws as newly promulgated, many of which are subject to further interpretation. Any changes in these laws and regulations have caused and
could continue to cause changes to our business practices and increase costs of operations, and any security breaches or our actual or
perceived failure to comply with such laws and regulations could result in claims, penalties, damages to our reputation and brand, declines in
user growth or engagement, or otherwise harm our business, results of operations and financial condition.

Regulatory authorities in China have enhanced data protection and cybersecurity regulatory requirements and promulgated new laws and
regulations, many of which are subject to further interpretation, clarification and revision. Moreover, different PRC regulatory bodies have
enforced data privacy and protections laws and regulations with varying standards and applications. See “Item 4. Information on the Company—B.
Business Overview—Regulation—Regulations on Information Security and Privacy Protection.” The following are non-exhaustive examples of
certain recent PRC regulatory activities in this area:
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In December 2021, the CAC, together with other authorities, jointly promulgated the Measures for Cybersecurity Review (2021 Revision),
which became effective on February 15, 2022 and replaces their predecessor regulation. Pursuant to the measures, critical information
infrastructure operators that procure internet products and services or network platform operators that carry out data processing activities must be
subject to a cybersecurity review if their activities affect or may affect national security. The measures further stipulate that network platform
operators that hold personal information of over one million users shall apply with the Cybersecurity Review Office for a cybersecurity review
before any public offering at a foreign stock exchange. As of the date of this annual report, no detailed rules or implementation rules regarding the
recognition of the “critical information infrastructure” have been issued by any authority, and we have not been informed that we are a “critical
information infrastructure operator” by any government authority. The Regulations on Protection of Critical Information Infrastructure stipulate
that the respective supervision and administration departments of the important industries and sectors as mentioned above shall be responsible for
the security protection of critical information infrastructures, and the departments shall be responsible for organizing the recognition of the “critical
information infrastructure” within the industries and sectors according to the recognition rules, and shall inform the recognized “critical
information infrastructure operator” accordingly. However, as of the date of this annual report, to our best knowledge, we are not aware of any
published regulations for recognition for “critical information infrastructure.” Therefore, it is uncertain whether we would be deemed to be a
“critical information infrastructure operator” under PRC law. If we are deemed a “critical information infrastructure operator” under the PRC
cybersecurity laws and regulations, we may be subject to obligations in addition to those with which we are currently obligated to comply.

In July 7, 2022, the CAC published the Outbound Data Transfer Security Assessment Measures, which took effect on September 1, 2022
and specify that data processors who intend to provide important data and personal information that are collected and generated in the operation
within the territory of the PRC to overseas shall be subject to security assessment with the CAC. Under the Outbound Data Transfer Security
Assessment Measures, an entity must apply for a CAC security assessment if it processes personal information of over one million individuals and
outbound transfers personal information, or if it has cumulatively outbound transferred personal information of more than 100,000 individuals or
sensitive personal information of more than 10,000 individuals since January 1 of the previous year or if it conducts outbound transfers of
important data. The Outbound Data Transfer Security Assessment Measures further stipulate the process and requirements for the security
assessment. It is also unclear what constitutes “outbound data transfer.” These bring more uncertainties with respect to the application and
enforcement of the newly published measures, and we may be subject to such outbound data security assessment with the CAC. In addition, on
February 22, 2023, the Provisions on the Standard Contract on Cross-border Transfer of Personal Information were promulgated by the CAC and
effective on June 1, 2023. The provisions include a standard contract for cross-border transfer of personal information that could be used to satisfy
one of the conditions for cross-border transfer of personal information under Article 38 of the Personal Information Protection Law. On March 22,
2024, the CAC promulgated the Regulations on Promoting and Regulating Cross-border Data Flow, which further clarify the implementation and
connection of the existing data outbound security assessment, personal information cross-border standard contract and personal information
protection certification regarding data outbound. For details, see “Item 4. Information on the Company—B. Business Overview—Regulation—
Regulations on Information Security and Privacy Protection.” However, it remains uncertain how the PRC government authorities will assess
outbound data transfers under such circumstances specifically. We will closely monitor and assess any relevant legislative and regulatory
development and prepare for a security assessment when necessary.

In November 2021, the CAC released the Measures of Regulations on the Network Data Security Administration (Draft for Comments)
for public comments. The draft defines “data processors” as individuals or organizations that can make autonomous decisions regarding the
purpose and the manner of their data processing activities such as data collection, storage, utilization, transmission, publication and deletion. In
accordance with draft, data processors shall apply for a cybersecurity review for certain activities, including, among other things, (i) the listing
abroad of data processors that process the personal information of more than one million users; (ii) merger, reorganization or division of internet
platform operators that have acquired a large number of data resources related to national security, economic development or public interests affects
or may affect national security; (iii) listing in Hong Kong which affects or may affect national security; or (iv) any data processing activity that
affects or may affect national security. However, there have been no clarifications from the relevant authorities as of the date of this annual report
as to the standards for determining whether an activity is one that “affects or may affect national security.” In addition, the draft requires that data
processors that process “important data” or are listed overseas must conduct an annual data security assessment by itself or authorize a data security
service provider to do so, and submit the assessment report of the preceding year to the municipal cybersecurity department by the end of January
each year. As of the date of this annual report, the draft has not been formally adopted, and their respective provisions and anticipated adoption or
effective date may be subject to change with substantial uncertainty. As advised by our PRC legal counsel, Commerce & Finance Law Offices, as
of the date of this annual report, we, our PRC subsidiaries and the VIEs are not required to go through a cybersecurity review by the CAC for our
previous issuance of securities to investors.
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We are constantly in the process of evaluating the potential impact of the laws, regulations and policies relating to cybersecurity, privacy,
data protection and information security on our current business practices. As of the date of this annual report, based on the facts that (i) we are not
involved in any investigations on cybersecurity review initiated by the CAC; (ii) we have adopted internal measures regarding data security and
personal information protection to ensure compliance with the laws and regulations; (iii) we have not been subject to any penalties from any
competent PRC regulatory authorities related to any effective regulations or policies issued by the CAC, our PRC legal counsel, Commerce &
Finance Law Offices, is of the view and we believe that our business operations are compliant with the currently effective regulations and policies
that have been issued by the CAC in all material respects.

However, many of the data- and data privacy-related laws and regulations are relatively new and certain concepts thereunder remain
subject to interpretation by the regulators, and any further change or interpretation of such laws and regulations may impose additional obligations
and liabilities on us. The Measures for Cybersecurity Review (2021 Revision) and the Measures of Regulations on the Network Data Security
Administration (Draft for Comments) remain unclear on whether the requirements will be applicable to companies that, like us, are already listed in
the United States. We cannot predict the impact of these regulations, if any, at this stage, and we will closely monitor and assess any developments
in the rule-making process. If they mandate clearance of cybersecurity review and other specific actions to be taken by issuers like us, we may face
uncertainties as to whether these additional procedures can be completed by us timely, or at all, which may subject us to government enforcement
actions and investigations, fines, penalties, suspension of our non-compliant operations, or removal of our app from application stores, and
materially and adversely affect our business and results of operations.

In general, compliance with the existing PRC laws and regulations, as well as additional laws and regulations that PRC legislative and
regulatory bodies may enact in the future, related to cybersecurity, data security and personal information protection, may be costly and result in
additional expenses to us, and subject us to negative publicity, which could harm our reputation and business operations. There are also
uncertainties with respect to how the laws and regulations will be implemented and interpreted in practice. As these laws and regulations are
evolving and uncertainty remains with respect to their interpretation and implementation, we cannot guarantee that we will be able to maintain full
compliance at all times, or that our existing user information protection system and technical measures will be considered sufficient. Any non-
compliance or perceived non-compliance by us, our service providers or financial institutions partners with these laws, regulations or policies may
lead to warnings, fines, investigations, lawsuits, confiscation of illegal gains, revocation of licenses, cancelation of filings or listings, closedown of
websites, removal of apps and suspension of downloads, price drops in our securities or even criminal liabilities against us by government agencies
or other individuals. For example, in July 2021, our 360 Jietiao app was temporarily taken offline by the CAC for the purpose of optimizing
product design and offering enhanced user data privacy protection, during which period new downloads were suspended. Our 360 Jietiao app was
restored to app stores for downloads in August 2021 after being tested and verified by the CAC. We believe the temporary takedown of 360 Jietiao
app did not and will not have a material adverse impact on our business operations. However, we cannot assure you that the authorities will not
require further system and data privacy protection enhancements in the future as technologies, standards and regulatory environments continue to
evolve, in which case our operations may be interrupted or adversely affected. In addition, our launch of new products or services or other actions
that we take in the future may subject us to additional laws, regulations, or other government scrutiny. Furthermore, even if we do not commit any
violation or breach of effective laws and regulations related to cybersecurity, data security or personal information protection, we may also be
involved in inspections or investigations by regulatory authorities due to any unrelated third parties’ action or inaction, or as part of the routine
supervision of the regulatory authorities. Such inspections or investigations may also have an adverse effect to our business.

29




Table of Contents

Credit and other information that we receive from third parties about borrowers may be inaccurate or may not accurately reflect the borrower’s
creditworthiness, which may compromise the accuracy of our credit assessment.

For the purpose of credit assessment, we obtain from prospective borrowers and third parties certain information of the prospective
borrowers, which may not be complete, accurate or reliable. The credit score assigned to a borrower may not reflect that particular borrower’s
actual creditworthiness because the credit score may be based on outdated, incomplete or inaccurate borrower information. We currently cannot
reliably determine whether borrowers have outstanding loans through other online platforms at the time they obtain a loan from us even though we
adopt certain investigation measures. This creates the risk that a borrower may borrow money through our platform in order to pay off loans on
other online platforms and vice versa. If a borrower incurs additional debt before fully repaying any loan such borrower takes out on our platform,
the additional debt may impair the ability of that borrower to make repayments on his or her loan. In addition, the additional debt may adversely
affect the borrower’s creditworthiness generally and could result in the financial distress or insolvency of the borrower. Meanwhile, if the price of
the quality data on which we run our algorithms increases, we may not get access to the quality information at the same cost in the future. We may
be forced to run our algorithms on fewer quality data, iterate our algorithms or pay more for quality information in the future, any of which may
adversely affect our results of operations.

If we are unable to maintain or increase the volume of loans facilitated through our platform in the long run, our business and results of
operations will be adversely affected.

The loan facilitation volume through our platform has grown rapidly since our inception. As of December 31, 2023, we had cumulatively
facilitated loans amounting to approximately RMB1,818.5 billion (US$256.1 billion). In 2024, we expect to maintain a prudent approach in
underwriting loans and focus our efforts on enhancing efficiency and profitability. However, we plan to continue our efforts to capture long-term
growth opportunities. To maintain the growth momentum of our platform in the long run, we must continually increase the loan facilitation volume
by retaining current borrowers and attracting more borrowers, which in turn depends on our ability to acquire users and to offer a diversified loan
product portfolio at reasonable costs that address the capital needs of consumers and SMEs in consumption and other life and business settings. We
intend to continue to invest resources to our user acquisition efforts in the long run, and develop and refine loan products facilitated by us. If there
are insufficient qualified loan requests, the loan facilitation volume through our platform may decrease, which may in turn negatively affect the
growth of our business and our relationships with our financial institution partners.

The overall volume may be affected by several factors, including our brand recognition and reputation, the interest rates offered to
borrowers relative to the market rates, the efficiency of our credit assessment process, availability of our financial institution partners, the
macroeconomic environment and other factors. In connection with the introduction of new products or response to general economic conditions,
we may also impose more stringent borrower qualifications to ensure the quality of loans on our platform, which may negatively affect the growth
of our loan facilitation volume. If we are unable to attract qualified borrowers or if borrowers do not continue to participate in our platform at the
current rates, we might be unable to increase our loan facilitation volume and revenue as we expect, and our business and results of operations may
be adversely affected.

If our collaboration with 360 Group is terminated or otherwise becomes limited, restricted, curtailed, less effective or more expensive in any way, or if
we cannot benefit from the brand recognition or business ecosystem of 360 Group as we do, our business may be adversely affected.

We have established a strategic partnership with 360 Group, one of our affiliates, and we collaborate across multiple areas of our business. This
strategic partnership has contributed to the growth of our revenue, particularly in the early stage of our business, and we believe that it will continue to
contribute to our growth. We have entered into a framework collaboration agreement with 360 Group, setting out the terms of collaboration, especially
those related to cloud service and security, user traffic support, and trademark licensing. See “Item 7. Major Shareholders and Related Party Transactions—
B. Related Party Transactions—Transactions with 360 Group.” In particular, we have been authorized by 360 Group to use its brand “360,” which allows
us to benefit from 360 Group’s strong brand recognition in certain aspects of our business, such as user acquisition, at the early stage of our development.
Further, as the strategic partner of 360 Group, we benefit from its business ecosystem as well. For example, our collaboration with Kincheng Bank of
Tianjin Co., Ltd., or Kincheng Bank, whose largest shareholder is 360 Group, provides us with opportunity to introduce innovative cooperation
arrangements with potential financial institution partners.
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We cannot assure you that we will continue to maintain the same level of collaboration with 360 Group on the same or more favorable terms and
conditions, or renew our collaboration agreements at all, upon expiration of the agreement terms, neither can we guarantee that our collaboration with 360
Group will not be terminated by 360 Group or otherwise become limited, less effective or more expensive, which are subject to many factors beyond our
control, such as legal requirements and 360 Group’s business condition, plans and strategies. For example, as 360 Group is a public company listed on the
Shanghai Stock Exchange in China, it is subject to PRC regulations and exchange rules, which may impact its ability to collaborate with us pursuant to the
terms we desire. It came to our attention that, in May 2020, The Bureau of Industry and Security (BIS) of the U.S. Department of Commerce amended the
Export Administration Regulations (EAR) by adding twenty-four entities, including Qihoo 360 Technology Co., Ltd. and Qihoo 360 Technology Company
to the Entity List. As a result, exports or reexports from the U.S. and in-country transfers in the U.S. to these two entities will face additional license
requirements, and the availability of most license exceptions is limited. Currently, the inclusion of these two entities into the Entity List has not had a
material adverse effect on our collaboration with 360 Group or on us and we have not had any dealings with these two entities. Additionally, it came to our
attention that 360 Security Technology Inc. was named in the list of entities identified as “Chinese military companies™ operating directly or indirectly in
the United States in accordance with Section 1260H of the National Defense Authorization Act for fiscal year 2021, which was released by the U.S.
Department of Defense on October 5, 2022. Currently, such inclusion had not had any material adverse effect on our collaboration with 360 Group or on
us. However, we cannot rule out the possibility that additional restrictions of different nature may be imposed on 360 Group or its affiliates in light of the
changes in international trade policies and rising political tensions between the U.S. and China in the past few years. See also “—Risks Related to Doing
Business in China—Changes in international trade policies and rising political tensions, particularly between the U.S. and China, may adversely impact our
business and operating results.” If we are unable to maintain the same level of collaboration with 360 Group, or if we cannot benefit from the brand
recognition or business ecosystem of 360 Group as we do, our business may be adversely affected, especially in the aspects of cost and efficiency of user
acquisition.

Our access to sufficient and sustainable funding at reasonable costs cannot be assured. If we fail to maintain collaboration with our financial
institution partners or to maintain sufficient capacity to facilitate loans to borrowers, our reputation, results of operations and financial condition may
be materially and adversely affected.

The growth and success of our future operations depend on the availability of adequate funding to meet borrowers’ demands for loans on our
platform. To maintain sufficient and sustainable funding to meet borrower demands, we need to keep expanding the network and securing a stable stream
of funds from our financial institution partners.

The availability of funding from our financial institutional partners depends on many factors, some of which are beyond our control. Changes in
the macroeconomic environment may impact the funding costs and the terms of our agreements with financial institution partners, and we may not be able
to obtain sufficient and sustainable funding from them if the funding cost increases significantly. In addition, our competitors in the Credit-Tech industry
may offer better terms to attract financial institutions away from us. We may not be able to maintain long-term business relationships with financial
institution partners in this evolving market. For the year ended December 31, 2023, our top five direct financial institution partners contributed around
30.7% of total funding for the loans we originated and facilitated?. Our financial institution partners typically agree to provide funding to borrowers who
meet their predetermined criteria, subject to their credit approval process. These agreements have fixed terms of typically one year. In addition, while our
users’ loan requests are usually approved if they fall within the parameters set agreed upon by us and our financial institution partners, our financial
institution partners may implement additional requirements in their approval process outside of our control. Thus, there is no assurance that our financial
institution partners could provide reliable, sustainable and adequate funding, because they could either decline to fund loans facilitated on our platform or
decline to renew or renegotiate their participation in the funding programs.

Note:

2 Does not include loans facilitated under ICE or other technology solutions.
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In addition, if PRC laws and regulations impose more restrictions on our collaboration with financial institution partners, these financial
institution partners will become more selective in choosing collaboration partners, which may drive up the funding costs and the competition
among online lending platforms to collaborate with a limited number of financial institution partners. Pursuant to the Interim Measures for
Administration of Internet Loans Issued by Commercial Banks and the Circular of the General Office of the China Banking and Insurance
Regulatory Commission on Further Standardizing the Internet Loans Business of Commercial Banks, regional banks that carry out online lending
business shall serve local customers, and are not allowed to conduct the online lending business beyond the local administrative area of their
registered place, except those who have no physical business branch, conduct business primarily online as well as meet the other conditions
prescribed by the China Banking and Insurance Regulatory Commission. If we fail to effectively match regional banks with sufficient local
borrowers, we may lose them as funding sources, in which case our results of operations and profitability could be materially and adversely
impacted. Furthermore, if the PRC government issues any laws and regulations that restrict or prohibit our collaboration with our financial
institution partners, our collaboration with our financial institution partners may have to be terminated or suspended, which may materially and
adversely affect our business, financial condition and results of operations.

For example, on December 31, 2021, the People’s Bank of China and six other departments jointly issued the Measures for Administration
of Online Marketing of Financial Products (Draft for comments), which regulate online marketing of financial products by financial institutions or
internet platform operators entrusted by such financial institutions. The draft measures prohibit third-party online platform operators from being
involved in the sale process of financial products in a disguised way without the approval of financial regulatory authorities, including, but not
limited to interactive consultation with consumers on financial products, suitability assessment of consumers of financial products, signing of sale
contracts, transfer of funds and participation in the income sharing of financial business. Our PRC legal counsel is of the view that these measures
have not been formally adopted and currently do not affect our business and operations. If these measures were to be adopted in the current form,
we may no longer be able to display financial products in current format on our mobile app to conduct online marketing, which may have a
material adverse impact on our business, results of operations and future prospects. We will closely monitor the regulatory development and adjust
our business operations from time to time to ensure our compliance.

We cannot assure you that our efforts to diversify funding sources would be successful or funding sources for the loans we facilitate will
remain or become increasingly diversified in the future. If we become dependent on a small number of financial institution partners and any of
them decide to not collaborate with us, change the commercial terms to the extent unacceptable to borrowers or limit the funding available on our
platform, such constraints may materially limit our ability to facilitate loans and adversely affect borrower experience. Any of these occurrences
could materially and adversely affect our business, financial condition, results of operations and cash flows.

Furthermore, we partner with Kincheng Bank, whose largest shareholder is 360 Group, across a full spectrum of services. Our
collaboration with Kincheng Bank provides us the opportunities to explore and introduce innovative cooperation arrangements with potential
financial institution partners. As of December 31, 2023, Kincheng Bank was our largest financial institution partner by outstanding balance of loans
facilitated through our platform. If Kincheng Bank is acquired by a third party not affiliated with us, or if its business, financial conditions or
reputation deteriorates, we may not be able to maintain our current collaboration with it on reasonable terms or at all.

If our business arrangements with certain financial institution partners were deemed to violate PRC laws and regulations, our business and
results of operations could be materially and adversely affected.

We have secured certain funding from financial institution partners through the channel of trusts and asset management plans in
collaboration with certain trust companies and asset management companies.

According to our cooperative arrangement with trust companies and asset management companies, each trust and asset management plan
had a specified term. Financial institution partners invested in such trusts or asset management plans in the form of trust or asset management units,
which entitled the financial institution partner to the return on investment with each unit. We were designated as the service provider for the trusts
and asset management plans. If a credit application was approved, credit drawdown would be funded by the trusts or asset management plans to
borrowers directly subject to the independent credit review of such trust companies or asset management companies. These trusts and asset
management plans were identified as the lender under the loan agreements with borrowers. The trust and asset management plan remitted to the
financial institution partners investment returns pursuant to the terms of the trust and plan that reflected funds initially provided by the financial
institution partners. The investment gains would be distributed to the trust or asset management plan based on the actual loan interest. The trust
company or asset management company, as appropriate, was responsible for administering the trust and was paid a service fee.
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In 2023, trusts and assets management plans with total assets of RMB13.8 billion (US$1.9 billion) were set up to invest solely in loans on
our platform. For the majority of the trusts, we are considered the primary beneficiary and thus consolidate such trusts’ assets, liabilities, results of
operations and cash flows. Although we have not been part of the fund-raising process by the trusts, we cannot assure you that our provision of
services to the trusts will not be viewed by the PRC regulators as violating any laws or regulations. If we are prohibited from cooperating with trust
companies, our access to sustainable funding may be adversely impacted, which may further increase the funding cost of loans facilitated by us and
affect our results of operations.

If our attempts to explore alternative funding initiatives were deemed to violate PRC laws and regulations, our business could be materially and
adversely affected.

We have and expect to continue exploring alternative funding initiatives, including through standardized capital instruments such as the
issuance of asset-backed securities, or ABSs. As of December 31, 2023, we had cumulatively issued ABSs of RMB31.0 billion (US$4.4 billion). In
addition, our shelf registration of ABSs with a total value of issuance amounting to RMB14.8 billion has been approved by the Shanghai Stock
Exchange and Shenzhen Stock Exchange as of December 31, 2023. Pursuant to the Administrative Provisions on the Asset Securitization Business
of Securities Companies and the Subsidiaries of Fund Management Companies and its supporting rules and other laws and regulations, an
institution is entitled to establish an ABS plan as an originator for such scheme on the condition that it has legitimate ownership to the underlying
transferred assets that are able to generate independent and predictable cash flows in compliance with the laws and regulations. However, the
issuance of ABSs is subject to a variety of requirements under these provisions, such as managers are required to be a securities company or a
subsidiary of fund management company and the assets of the ABS plan shall be placed under custody of a commercial bank with the appropriate
business qualifications, or an asset custodian organization recognized by the CSRC. The laws and regulations applicable to ABS are still
developing, and it remains uncertain as to the application and interpretation of such laws and regulations, particularly relating to the rapidly
evolving Credit-Tech industry in which we operate. In addition, we rely on trust companies and other parties we collaborate with to secure the
successful issuance of the ABSs. If our collaboration with such parties is interrupted or affected, our ability to utilize the remaining approved quota
of issuing such ABS may be materially limited. If our attempts to issue ABSs under the current quota is limited, or our attempts to seek further
approval on additional quota in ABS is rejected, our capability to secure funding with lower comprehensive cost may be limited, and our business
and financial condition may be adversely impacted. During the validity period of the ABS plan, if we cannot maintain reasonable support for
normal business activities, and provide the requisite assurance for generation of independent and predictable cash flows for the underlying
transferred assets, it may have substantial impact on the investment value or price of ABSs.

If we fail to promote and maintain our brand in an effective and cost-efficient way, our business and results of operations may be harmed.

The Credit-Tech industry is still new to borrowers in China. Prospective borrowers may not be familiar with this market and may have
difficulty distinguishing our products from those of our competitors. Convincing prospective borrowers of the value of our products is critical to
increasing the number of transactions for borrowers and to the success of our business. We believe that developing and maintaining awareness of
our brand effectively is critical to attracting and retaining prospective borrowers. This, in turn, depends largely on the effectiveness of our user
acquisition strategy, our marketing efforts, our collaboration with financial institution partners and the success of the channels we use to promote
our platform. If any of our current borrower acquisition strategies or marketing channels become less effective, more costly or no longer feasible,
we may not be able to attract new borrowers in a cost-effective manner or convert prospective borrowers into active borrowers. Our collaboration
with market-leading channel partners is essential to our user acquisition efforts. If such collaboration ceases or becomes less effective, for reasons
attributable either to us or to our channel partners, we may face instant user acquisition pressure, and may need to incur additional costs to replace
such partners for user acquisition, if we could replace them at all. Besides, if some of our channel partners were acquired or controlled by the
competitors of 360 Group, our collaboration with such channel partners may be limited or severely and adversely impacted. We may not find new
partners to replace our original ones.

Our efforts to build our brand have caused us to incur expenses, and it is likely that our future marketing efforts will require us to incur
additional expenses. These efforts may not result in increased operating revenue in the immediate future or any increases at all, and even if they do,
any increases in operating revenue may not offset the expenses incurred. If we fail to successfully promote and maintain our brand cost-effectively,
our results of operations and financial condition would be adversely affected, and our ability to grow our business may be impaired.
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If our financial institution partners fail to comply with applicable anti-money laundering and anti-terrorist financing laws and regulations, our
business and results of operations could be materially and adversely affected.

In collaboration with our financial institution partners and payment companies, we have adopted various policies and procedures, such as
internal controls and “know-your-customer” procedures, for anti-money laundering purposes. The Guidelines on Promoting the Healthy Growth of
Internet Finance purport, among other things, to require internet financial service providers, including us, to comply with certain anti-money
laundering requirements, including:

the establishment of a borrower identification program;
e the monitoring and reporting of the suspicious transaction;
e the preservation of borrower information and transaction records; and

e the provision of assistance to the public security department and judicial authority in investigations and proceedings in relation to
anti-money laundering matters. There is no assurance that our anti-money laundering policies and procedures will protect us from
being exploited for money laundering purposes or that we will be deemed to be in compliance with applicable anti-money laundering
implementing rules, if and when adopted, in light of the anti-money laundering obligations proposed to be imposed on us by the
guidelines. Any new requirement under anti-money laundering laws could increase our costs and may expose us to potential
sanctions if we fail to comply.

In addition, we rely on our third-party service providers, in particular, payment companies that handle the transfer of the repayment, to
have their own appropriate anti-money laundering policies and procedures. If any of our third-party service providers fails to comply with
applicable anti-money laundering laws and regulations, our reputation could suffer and we could become subject to regulatory intervention, which
could have a material adverse effect on our business, financial condition and results of operations.

Our policies and procedures may not be completely effective in preventing other parties from using us, any of our financial institution
partners or payment processors as a conduit for money laundering (including illegal cash operations) or terrorist financing without our knowledge.
If we were to be associated with money laundering (including illegal cash operations) or terrorist financing, our reputation could suffer and we
could become subject to regulatory fines, sanctions or legal enforcement, including being added to any “blacklists” that would prohibit certain
parties from engaging in transactions with us, all of which could have a material adverse effect on our financial condition and results of operations.
Even if we, our financial institution partners and payment processors comply with the applicable anti-money laundering laws and regulations, we,
our financial institution partners and payment processors may not be able to fully eliminate money laundering and other illegal or improper
activities in light of the complexity and the secrecy of these activities. Any negative perception of the industry, such as that arises from any failure
of other Credit-Tech service providers to detect or prevent money laundering activities, even if factually incorrect or based on isolated incidents,
could compromise our image, undermine the trust and credibility we have established and negatively impact our financial condition and results of
operations.
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We need to engage guarantee companies to provide credit enhancement or additional comfort to our financial institution partners, and we
recognize guarantee liabilities for accounting purposes. If we fail to source and engage a guarantee company to our financial institution
partners’ satisfaction at a reasonable price, our collaboration with our financial institution partners will deteriorate, and our results of
operations may be adversely and severely impacted. If our guarantee liability recognition fails to address our current status, we may face
unexpected changes to our financial conditions.

To comply with Circular 141 and the Supplementary Provisions on the Supervision and Administration of Financing Guarantee
Companies, we have engaged guarantee companies to provide credit enhancement to our financial institution partners upon their request, and two
of the VIEs, Fuzhou Financing Guarantee and Shanghai Financing Guarantee, obtained the license of conducting guarantee services in 2018 and
2019, respectively. In order to streamline and consolidate the operation of our financing guarantee business, we are phasing out financing
guarantees provided by Shanghai Financing Guarantee, which has applied for and was approved by the PRC authority to cancel of its financing
guarantee certificate. Even though we use licensed guarantee company controlled by us to provide service to our financial institution partners, we
may continue to engage third-party insurance companies or guarantee companies to satisfy the needs of our business. We cannot, however, assure
you that the licensed guarantee company under our control could provide satisfactory service to our financial institution partners from time to time,
or that we will always be able to source and engage guarantee companies to our financial institution partners’ satisfaction. If we fail to source and
engage guarantee companies to our financial institution partners’ satisfaction at a reasonable price, our collaboration with our financial institution
partners will deteriorate or even be suspended, and our results of operations will be materially and adversely affected. It is also possible that we
have to pay a service fee to the third-party guarantee company that exceeds the reasonable market price, which will materially and adversely affect
our results of operations.

As we provide guarantee services through the licensed VIEs, Fuzhou Financing Guarantee and Shanghai Financing Guarantee (before its
financing guarantee license was canceled upon its voluntary application), to our financial institution partners, or back-to-back guarantee to the
third-party guarantee companies, we recognize guarantee liabilities at fair value from accounting perspective, which incorporates the expectation of
potential future payments under the guarantee and take into both non-contingent and contingent aspects of the guarantee. As of December 31, 2021,
2022 and 2023, we recorded guarantee liabilities-stand ready of RMB4,818 million, RMB4,120 million and RMB3,950 million (US$556 million),
respectively. As of December 31, 2021, 2022 and 2023, we recorded guarantee liabilities-contingent of RMB3,285 million, RMB3,418 million and
RMB3,207 million (US$452 million), respectively. We have established an evaluation process designed to determine the adequacy of our
impairment allowances and guarantee liabilities. While this evaluation process uses historical and other objective information and we have engaged
a third-party independent valuer for the task, it is also dependent on our subjective assessment based upon our estimates and judgment. Actual
losses are difficult to forecast, especially if such losses stem from factors beyond our historical experience. Given that the Credit-Tech industry is
rapidly evolving, and is subject to various factors beyond our control, such as shifting trends in the market, regulatory framework, and overall
economic conditions, we may not be able to accurately forecast the delinquency rate of our current target user base due to the lack of sufficient
data. Therefore, our actual delinquency rate may be higher than we expected. If our credit assessment and expectations differ from actual
circumstances or if the quality of the loans facilitated by us deteriorates, our guarantee liabilities may be insufficient to absorb actual credit losses
and we may need to set aside additional provisions, which could have a material adverse effect on our business, financial condition and results of
operations.
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We are subject to credit risks associated with our accounts receivable, contract assets, financial assets receivables and loans receivable.

We have a large balance of accounts receivable and contract assets as well as financial assets receivable and loans receivable. As of
December 31, 2021, 2022 and 2023, the current portion of our accounts receivable and contract assets, net was RMB3,097 million, RMB2,869
million and RMB2,909 million (US$410 million), respectively, and the non-current portion was RMB223 million, RMB261 million and RMB147
million (US$21 million), respectively. As of the same dates, the current portion of our financial assets receivable, net was RMB3,806 million,
RMB2,982 million and RMB2,523 million (US$355 million), respectively, and the non-current portion was RMB598 million, RMB689 million
and RMB596 million (US$84 million), respectively. Also, as of the same dates, the current portion of our loans receivable, net was RMB9,844
million, RMB15,348 million and RMB24,604 million (US$3,465 million), respectively, and the non-current portion was RMB2,859 million,
RMB3,137 million and RMB2,898 million (US$408 million), respectively. Such receivables and contract assets mainly arise from our on-balance
sheet loans and off-balance sheet loans. See “Item 5. Operating and Financial Review and Prospects—On- and Off-balance Sheet Treatment of
Loans” for details of the risk taking arrangements for on- and off-balance sheet loans. We have established an allowance for uncollectible
receivables and contract assets based on estimates, which incorporates historical delinquency rate by vintage and other factors surrounding the
credit risk of specific underlying loan portfolio. We evaluate and adjust our allowance for uncollectible receivable and contract assets on a quarterly
basis or more often as necessary. The related expenses are recorded as “provision for accounts receivable and contract assets,” “provision for
financial assets receivable” and “provision for loans receivable.” While our allowance and provision take into account historical and other objective
information, it is also dependent on our subjective assessment based upon our estimates and judgment. Actual credit risk is difficult to forecast,
especially if such risks stem from factors beyond our historical experience, especially unforeseen risk with no historical comparable. If there is a
significant rise in delinquency rate, which was impacted by a number of factors some of which are beyond our control, including the
macroeconomic condition of China and the development of the Credit-Tech industry, or our provisions or allowances are insufficient to cover the
credit loss, our business, results of operations and financial condition would be materially and adversely impacted.

If loan products facilitated by us do not achieve sufficient market acceptance, our financial results and competitive position will be harmed.

We have devoted significant resources to and will continue to put an emphasis on upgrading and marketing our existing loan products and
enhancing their market awareness. We may also incur expenses and expend resources up front to develop and market new loan products and
financial services that incorporate additional features, improve functionality or otherwise make our platform more attractive to borrowers. New
loan products and financial services must achieve high levels of market acceptance in order for us to recoup our investments in developing and
marketing them. To achieve market acceptance, it is essential for us to maintain and enhance our ability to match and recommend suitable financial
products for prospective borrowers, the effectiveness of our curation process and our ability to provide relevant and timely content to meet
changing borrower needs. If we are unable to respond to changes in borrower preference and deliver satisfactory and distinguishable borrower
experience, borrowers and prospective borrowers may switch to competing platforms or obtain financial products directly from their providers. As
a result, borrower access to and borrower activity on our platform will decline, our services and solutions will be less attractive to financial service
providers and our business, financial performance and prospects will be materially and adversely affected.

Our existing and new loan products and financial services could fail to attain sufficient market acceptance for many reasons, including:

e prospective borrowers may not find the features of loan products facilitated by us, such as the prices and credit limits, competitive or
appealing;

e we may fail to predict market demand accurately and provide products and services that meet this demand in a timely fashion;
e borrowers and financial institution partners using our platforms may not like, find useful or agree with the changes we make;
e there may be defects, errors or failures on our platforms;

e there may be negative publicity about loan products facilitated by us, or our platform’s performance or effectiveness;

e regulatory authorities may take the view that the new products or platform changes do not comply with PRC laws, regulations or
rules applicable to us; and
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e there may be competing products or services introduced or anticipated to be introduced by our competitors. If our existing and new
loan products do not maintain or achieve adequate acceptance in the market, our competitive position, results of operations and
financial condition could be materially and adversely affected.

The Al-powered tools that we deploy may not generate accurate results and thereby may affect our collaboration with financial institution
partners. Our deployment of the Al-powered tools is also subject to evolving PRC laws and regulations, and any noncompliance or perceived
non-compliance of which may affect our brand, operations and financial positions.

We deploy Al-powered tools, such as Argus Engine, in our loan facilitation and post-loan facilitation services. Any inaccuracies in our
credit scoring or risk modeling process due to the deployment of Al-powered tools may cause us not able to recommend prospective borrowers that
best fit the financial institution partners’ risk preferences, which, as a result, may be used as a factor for the financial institution partners to evaluate
the quality of our services. If that happens, our collaboration with financial institution partners and our business prospects and financial results may
be adversely affected. Moreover, our deployment of Al-powered tools is subject to evolving PRC laws and regulations on data security, privacy and
cybersecurity, among others. Any non-compliance or perceived non-compliance with the laws and regulations, including any potentially biased or
inappropriate decisions made by our Al-powered tools, may subject us to negative publicity, lawsuits or administrative penalties that may adversely
affect our brand, operations and financial positions.

We face increasing competition, and if we do not compete effectively, our operating results could be harmed.

The Credit-Tech industry in China is highly competitive and evolving. We primarily face competition from Credit-Tech platforms that
target the consumer Credit-Tech market. Our competitors operate with different business models, have different cost structures or participate
selectively in different market segments. They may ultimately prove more successful or more adaptable to new regulatory, technological and other
developments. Some of our current and potential competitors have significantly more financial, technical, marketing and other resources than we
do, and may be able to devote greater resources to the development, promotion, sale and support of their platforms. Our competitors may also have
longer operating histories, more extensive user base, larger amounts of data, greater brand recognition and loyalty, and broader partner relationships
than we do. For example, traditional financial institutions may invest in technology and enter into the consumer Credit-Tech market. Experienced
in financial product development and risk management, and being able to devote greater resource to the development, promotion, sale and technical
support, they may gain an edge in the competition against us. Additionally, a current or potential competitor may acquire one or more of our
existing competitors or form a strategic alliance with one or more of our competitors. Any of the foregoing could adversely affect our business,
results of operations, financial condition and future growth.

Our competitors may be better at developing new products, responding to new technologies, charging lower fees on loans and undertaking
more extensive marketing campaigns. When new competitors seek to enter our target market, or when existing market participants seek to increase
their market share, they sometimes undercut the pricing or terms prevalent in that market, which could adversely affect our market share or ability
to exploit new market opportunities. Also, since the Credit-Tech industry in China is fast evolving, prospective borrowers may not fully understand
how our platform works. Our pricing and terms could deteriorate if we fail to act to meet these competitive challenges.

Furthermore, in response to more stringent PRC laws and regulations regarding cash loans, more Credit-Tech platforms may expand their
services and products to scenario-based lending, including partnering with e-commerce platforms, which may drive up the competition among
Credit-Tech platforms. Such intensified competition may increase our operating costs and adversely affect our results of operations and
profitability. To the extent that our competitors are able to offer more attractive terms to our business partners, such business partners may choose
to terminate their relationships with us or request us to accept terms matching our competitors’.

In addition, our competitors may implement certain procedures to reduce their fees in response to the current or potential PRC regulations
on interest rates and fees charged by Credit-Tech platforms. Borrowers are generally interest sensitive with less brand loyalty. We may not succeed
in maintaining user stickiness if we fail to provide products with competitive prices. If we apply prices below the commercially reasonable level,
our results of operations and financial conditions may be adversely impacted. If we are unable to compete with our competitors, or if we are forced
to charge lower fees due to competitive pressures, we could experience reduced revenues or our platforms could fail to achieve market acceptance,
any of which could materially and adversely affect our business and results of operations.
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If our ability to collect delinquent loans is impaired, or if there is actual or perceived misconduct in our collection efforts, our business and
results of operations might be materially and adversely affected.

Our post-facilitation services primarily include collection services for our financial institution partners. We deploy a combination of
measures to collect loan repayments, including text messages, mobile app push notices, Al initiated collection calls, human collection calls, emails
or legal letters. We also engage certain third-party collection service providers from time to time, particularly after 60 days of delinquency. If either
our or our third-party service providers’ collection methods, such as phone calls and text messages, are not effective or experience interruptions or
failures technically or otherwise, and we fail to respond quickly and improve our collection methods, our delinquent loan collection rate may
decrease.

While we have implemented and enforced policies and procedures relating to collection activities by us and third-party service providers,
if those collection methods were to be viewed by the borrowers or regulatory authorities as harassments, threats or as other illegal conducts, we
may be subject to lawsuits initiated by the borrowers or prohibited by the regulatory authorities from using certain collection methods. If this were
to happen and we fail to adopt alternative collection methods in a timely manner or the alternative collection methods are proven to be ineffective,
we might not be able to maintain our delinquent loan collection rate, and the financial institution partners’ confidence in our platform may be
negatively impacted. If any of the foregoing takes place and impairs our ability to collect delinquent loans, the loan facilitation volume on our
platform will decrease, and our business and the results of operations could be materially and adversely affected.

If we cannot respond or adapt to the rapid technological development, our business, financial condition and results of operations would be
materially and adversely affected.

The business environment in which we operate is characterized by rapidly changing technology, evolving industry standards and
regulations, new mobile applications and protocols, new products and services, and changing user demands and trends. Our success will depend, in
part, on our ability to identify, develop, acquire or license leading technologies useful for our business, and respond to technological development
and evolving industry standards and regulations in a cost-effective and timely manner. As a result, we must continue to invest significant resources
in technology infrastructure, and research and development to enhance our technology capabilities. We cannot assure you that we will be successful
in adopting and implementing new technologies. If we are unable to respond or adapt in a cost-effective and timely manner to technological
development, our business, financial condition and results of operations could be materially and adversely affected.

Any harm to our brand or reputation or any damage to the reputation of the Credit-Tech industry may materially and adversely affect our
business and results of operations.

Enhancing the recognition and reputation of our brand is critical to our business and competitiveness. Factors that are vital to this
objective include but are not limited to our ability to:

e maintain the quality and reliability of our platform;

e provide users with a superior experience on our platform;

e enhance and improve our Argus Engine;

e effectively manage and resolve users complaints; and

e cffectively protect personal information and privacy of users.

Any negative allegation made by the media or other parties about our company, including, but not limited to our management, business,
compliance with law, financial condition or prospects, whether meritless or not, could severely hurt our reputation and harm our business and
operating results. As China’s Credit-Tech industry is developing and the regulatory framework for this market is also evolving, negative publicity

about this industry may arise from time to time. Negative publicity about China’s Credit-Tech industry in general may also have a negative impact
on our reputation, regardless of whether we have engaged in any inappropriate activities.
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In addition, certain factors that may adversely affect our reputation are beyond our control. Negative publicity about our partners,
outsourced service providers or other counterparties, such as negative publicity about their debt collection practices and any failure by them to
adequately protect the information of borrowers, to comply with applicable laws and regulations or to otherwise meet required quality and service
standards could harm our reputation. Furthermore, any negative development in the Credit-Tech industry, such as bankruptcies or failures of other
platforms, and especially when such bankruptcies or failures affect a large number of businesses, or negative perception of the industry as a whole,
such as that arises from the alleged failure of other platforms to detect or prevent money laundering or other illegal activities, even if factually
incorrect or based on isolated incidents, could compromise our image, undermine the trust and credibility we have established and negatively
impact our ability to attract new borrowers. For instance, on March 15, 2019, CCTV’s “315 Night,” a show on consumer rights protection, reported
that certain financial products offered by third-party financial service providers on a financing platform allegedly infringed consumers’ rights. The
media report may have affected consumers’ perception of the whole Credit-Tech industry, and this perception may, in turn, adversely affect our
business and results of operations. Negative developments in the Credit-Tech industry, such as widespread borrower defaults, fraudulent behavior
or the closure of other online platforms, may also lead to tightened regulatory scrutiny of the sector and limit the scope of permissible business
activities that may be conducted by online platforms like ours. As we are the strategic partner of 360 Group, any negative allegation about 360
Group may also have an adverse impact on us. For example, on March 15, 2021, CCTV’s “315 Night” reported certain allegedly false medical
advertising that appeared on the 360 Browser that were posted onto the platform by 360 Browser’s advertising agents. As 360 Browser is operated
by our affiliate and we share the 360 brand, such an event and its follow-on consequences may negatively impact our reputation and the public’s
perception of us. Furthermore, our products may be deemed by regulators or consumers as infringing upon consumer rights, which may expose us
to unfavorable risks such as administrative penalties, user complaints, and potential civil disputes. Any of the foregoing occurrences could
significantly damage our brand and reputation, negatively impact the marketability of the relevant products or services, and materially and
adversely affect our business and results of operations.

Misconduct by third-party collection service providers may adversely impact our brand, reputation and results of operations.

We adopt different collection channels, including text messages, mobile app push notices, Al-initiated collection calls, human collection
calls, emails or legal letters during the collection process. We also outsource our collection to third-party collection service providers from time to
time, particularly after 60 days of delinquency. To fulfill the compliance requirements, we have adopted and enforced comprehensive collection
policies and procedures, including close monitoring our third-party service providers, to ensure that all our collection practices are in compliance
with current laws and regulations. See “Item 4. Information on the Company—B. Business Overview—Credit Assessment—Collection” for more
details. However, we cannot assure you that we will be able to identify and deter misconduct by the third-party collection service providers at all
times. If any of the third-party collection service providers with which we collaborate commit inappropriate conducts during the collection process,
we could be liable for damages or subject to regulatory actions or penalties. Additionally, any misconduct or perceived misconduct in the collection
activities by the third-party collection service providers, such as the perception that the collection activities are aggressive, may have a negative
impact on our brand and reputation and thereby affect our results of operations.
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Misconduct, errors and failure to function by our employees, third-party service providers or borrowers could harm our business
and reputation.

We are exposed to many types of operational risks, including the risk of misconduct and errors by our employees and third-party service
providers. Our business depends on our employees and third-party service providers to interact with prospective borrowers, process large numbers
of transactions and support the loan collection process, all of which involve the use and disclosure of personal information. We could be materially
and adversely affected if transactions were redirected, misappropriated or otherwise improperly executed, if personal information was disclosed to
unintended recipients or if an operational breakdown or failure in the processing of transactions occurred, whether as a result of human error,
purposeful sabotage or fraudulent manipulation of our operations or systems. We could also be materially and adversely affected if our employees
misappropriate or otherwise improperly utilize work products, sensitive data or confidential information that they received while they were
working for other employers. In addition, it is not always possible to identify and deter misconduct or errors by employees or third-party service
providers, and the precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses.
If any of our employees or third-party service providers take, convert or misuse funds, documents or data or fail to follow protocol when interacting
with borrowers, such as during the collection process, we could be liable for damages and subject to regulatory actions and penalties. We could also
be perceived to have originated or participated in the illegal misappropriation of funds, documents or data, or the failure to follow protocol, and
therefore be subject to civil or criminal liability. See also “—If we are unable to protect the confidential information of our users and adapt to the
relevant regulatory framework as to protection of such information, our business and operation may be adversely affected” and “—Our business is
subject to complex and evolving PRC laws and regulations regarding data privacy and cybersecurity, as such regulations and laws as newly
promulgated, many of which are subject to further interpretation. Any changes in these laws and regulations have caused and could continue to
cause changes to our business practices and increase costs of operations, and any security breaches or our actual or perceived failure to comply
with such laws and regulations could result in claims, penalties, damages to our reputation and brand, declines in user growth or engagement, or
otherwise harm our business, results of operations and financial condition.”

In addition, the current regulatory regime for debt collection in the PRC remains unclear. We cannot assure you that the collection
personnel that we employ or collaborate with will not engage in any misconduct as part of their collection efforts. Any such misconduct by our
collection personnel or the perception that our collection practices are considered to be aggressive and not compliant with the PRC laws and
regulations may result in harm to our reputation and business, which could further reduce our ability to collect payments from borrowers, lead to a
decrease in the willingness of prospective borrowers to apply for and utilize our credit or fines, penalties, administrative investigations or even
criminal liabilities, any of which may have a material adverse effect on our results of operations. See also “—Misconduct by third-party collection
service providers may adversely impact our brand, reputation and results of operations.”

Furthermore, we rely on certain third-party service providers, such as user acquisition partners, marketing and brand promotion agencies,
third-party payment platforms and collection service providers, to conduct our business. We enter into collaboration contracts with fixed terms with
such service providers. However, we cannot assure you that we can renew such collaboration agreements once they expire, or that we can renew
such agreements with the terms we desire. Such service providers may also be demanded by their investors not to work with us, or form alliances to
seek better terms dealing with us. In addition, if these service providers failed to function properly or terminated the cooperation, we cannot assure
you that we could find an alternative in a timely and cost-efficient manner, or at all. Any of these occurrences could result in our diminished ability
to operate our business, potential liability to borrowers, inability to attract borrowers, reputational damage, regulatory intervention and financial
harm, which could negatively impact our business, financial condition and results of operations. In the meanwhile, we cannot assure you that third-
party service providers would comply with our compliance requirements at all times and would not commit wrongdoings or misconduct especially
in carrying out offline marketing and promotions, failure of which may result in us facing user complaints, suffering brand and reputation damages
and being subject to administrative actions. Neither can we guarantee that borrowers would not commit wrongdoings or misconduct, which, if
occurs, could cause harm to our brand and reputation.

Fluctuations in interest rates could negatively affect our loan facilitation volume and profitability.

Most of the loans facilitated through our platform are issued with fixed interest rates. Fluctuations in the interest rate environment may
discourage financial institution partners to fund loan products facilitated through our platform, which may adversely affect our business.
Meanwhile, if we fail to respond to the fluctuations in interest rates in a timely manner and reprice loan products facilitated by us, these loan
products may become less attractive to borrowers. Additionally, if we reprice loan products facilitated by us to align with the market rate, our
results of operations may be adversely affected.
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We are subject to risk of recoverability of deferred tax assets.

As of December 31, 2021, 2022 and 2023, our deferred tax assets amounted to RMB835 million, RMB1,019 million and RMB1,068
million (US$150 million), respectively. We periodically assess the probability of the realization of deferred tax assets, using accounting judgments
and estimates with respect to, among other things, historical operating results, expectations of future earnings and tax planning strategies. In
particular, these deferred tax assets can only be recognized to the extent that it is probably that future taxable profits will be available, against
which the deferred tax assets can be utilized. However, we cannot assure you that our expectation of future earnings will materialize, due to factors
beyond our control such as general economic conditions, or, negative development of the regulatory environment, in which case we may not be
able to recover our deferred tax assets, which in turn could have a material adverse effect on our financial condition and results of operations.

If we fail to complete, obtain or maintain the value-added telecommunications license, other requisite license, or approvals or filings in China,
our business, financial condition and results of operations may be materially and adversely affected.

PRC regulations impose sanctions for engaging in internet information services of a commercial nature without an internet content
provider license, or the ICP License. PRC regulations also impose sanctions for engaging in the operation of online data processing and transaction
processing without an online data processing and transaction processing license (ICP License and online data processing and transaction processing
license are both sub-sets of value-added telecommunications service license, or VATS License). These sanctions include corrective orders and
warnings from the PRC telecommunication administration authority, fines and confiscation of illegal gains and, in the case of significant
infringements, the suspension of business and website and mobile app operations. Nevertheless, the interpretation of such regulations and PRC
regulatory authorities’ enforcement of such regulations in the context of the Credit-Tech industry remains uncertain; it is unclear whether Credit-
Tech service providers like us are required to obtain the ICP License, or any other kind of VATS Licenses. Shanghai Qiyu obtained its ICP License
in April 2021 and Fuzhou Microcredit obtained its ICP License in April 2023. If our past practice were deemed to be internet telecommunications
business operations without VATS Licenses or we were to be required to obtain additional such licenses, the governmental authorities may levy
fines up to five times of the illegal income or RMB1 million, confiscate our income, revoke our business licenses, or require us to discontinue our
relevant business, and our business, results of operations, financial condition, and prospects may be materially and adversely affected. Given the
evolving regulatory environment of the Credit-Tech industry and value-added telecommunications business, we cannot rule out the possibility that
the PRC government authorities will explicitly require any of the VIEs or subsidiaries of the VIEs to obtain additional ICP Licenses, online data
processing and transaction processing licenses or other VATS Licenses, or issue new regulatory requirements to institute a new licensing regime for
our industry.

Furthermore, companies engaging in distribution of publicly-offered funds must obtain a license from the CSRC, and one of our
subsidiaries has obtained a fund sales license. We must comply with regulatory requirements regarding fund sales activities, such as marketing and
distribution of funds. These requirements include, but are not limited to, prohibition of any false records, misleading statements, material
omissions, illegal earnings commitment, and exaggeration or other false advertising. Due to the evolving regulatory environment and significant
uncertainties around the interpretation and specific enforcement of current and future PRC laws and regulations applicable to the fund sales
industry, regulators may adopt new laws and regulations. If regulatory authorities impose more stringent requirements on fund sales activities,
require additional licenses and permits for fund sales activities, or further scrutinize fund sales marketing activities on Internet platforms, our
business, results of operations, financial condition and prospects may be materially and adversely affected.

We could be found in violation of any future laws and regulations, or of the laws and regulations currently in effect due to changes in the
relevant authorities, or interpretation of these laws and regulations. We cannot assure you that we would be able to obtain or maintain any required
license, regulatory approvals or filings in a timely manner, or at all, which would subject us to sanctions, such as the imposition of fines and the
discontinuation or restriction of our operations or other sanctions as stipulated in the new regulatory rules, and materially and adversely affect our
business and impede our ability to continue our operations.

Any significant disruption in service on our platform or in our computer systems, including events beyond our control, could prevent us from
processing loans on our platform, reduce the attractiveness of our platform and result in a loss of borrowers.

In the event of a platform outage and physical data loss, the performance of our platform and solutions would be materially and adversely
affected. The satisfactory performance, reliability and availability of our platform, solutions and underlying technology infrastructure are critical to
our operations and reputation and our ability to retain existing and attract new users and financial service providers. Much of our system hardware
is hosted in a leased facility located in Beijing. We also maintain a real-time backup system in the same facility and a remote backup system in a
separate facility. Our operations depend on our ability to protect our systems against damage or interruption from natural disasters, power or
telecommunications failures, air quality issues, environmental conditions, computer viruses or attempts to harm our systems, criminal acts, and
similar events. If there is a lapse in service or damage to our leased facilities, we could experience interruptions and delays in our service and may
incur additional expense in arranging new facilities.
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Any interruptions or delays in the availability of our platform or solutions, whether as a result of a third-party or our error, natural
disasters or security breaches, whether accidental or willful, could harm our reputation and our relationships with users and financial service
providers. Additionally, in the event of damage or interruption, we have no insurance policy to adequately compensate us for any losses that we
may incur. Our disaster recovery plan has not been tested under actual disaster conditions, and we may not have sufficient capacity to recover all
data and services in the event of an outage. These factors could damage our brand and reputation, divert our employees’ attention and subject us to
liability, any of which could adversely affect our business, financial condition and results of operations.

Our platform and internal systems rely on software that is highly technical, and if it contains undetected errors, our business could be adversely
affected.

Our platform and internal systems rely on software that is highly technical and complex. In addition, our platform and internal systems
depend on the ability of such software to store, retrieve, process and manage immense amounts of data. The software on which we rely contained,
and may now or in the future contain, undetected errors or bugs. Some errors may only be discovered after the code has been released for external
or internal use. Errors or other design defects within the software on which we rely may result in a negative experience for borrowers and financial
institution partners, delay introductions of new features or enhancements, result in errors or compromise our ability to protect user data or our
intellectual property. Any errors, bugs or defects discovered in the software on which we rely could result in harm to our reputation, loss of
borrowers or financial institution partners, loss of revenue or liability for damages, any of which could adversely affect our business and financial
results.

We may not be able to prevent others from unauthorized use of our intellectual property, which could harm our business and competitive
position.

We regard our trademarks, domain names, software copyrights, know-how, proprietary technologies and similar intellectual property as
critical to our success, and we rely on trademark and trade secret law and confidentiality, invention assignment and non-compete agreements with
our employees and others to protect our proprietary rights. See “Item 4. Information on the Company—B. Business Overview—Intellectual
Properties” and “Item 4. Information on the Company—B. Business Overview—Regulation—Laws and Regulations relating to Intellectual
Property.” However, we cannot assure you that any of our intellectual property rights would not be challenged, invalidated or circumvented, or such
intellectual property will be sufficient to provide us with competitive advantages. In addition, other parties may misappropriate our intellectual
property rights, which would cause us to suffer economic or reputational damages. Because of the rapid pace of technological change, we cannot
assure you that all of our proprietary technologies and similar intellectual property will be patented in a timely or cost-effective manner, or at all.
Furthermore, parts of our business rely on technologies developed or licensed by other parties, or co-developed with other parties, and we may not
be able to obtain or continue to obtain licenses and technologies from these other parties on reasonable terms, or at all.

It is often difficult to register, maintain and enforce intellectual property rights in China. Statutory laws and regulations are subject to
judicial interpretation and enforcement and may not be applied consistently due to the lack of clear guidance on statutory interpretation.
Confidentiality, invention assignment and non-compete agreements may be breached by counterparties, and there may not be adequate remedies
available to us for any such breach. Accordingly, we may not be able to effectively protect our intellectual property rights or to enforce our
contractual rights in China. Preventing any unauthorized use of our intellectual property is difficult and costly, and the steps we take may be
inadequate to prevent the misappropriation of our intellectual property. In the event that we resort to litigation to enforce our intellectual property
rights, such litigation could result in substantial costs and in a diversion of our managerial and financial resources. We can provide no assurance
that we will prevail in such litigation. In addition, our trade secrets may be leaked or otherwise become available to, or be independently discovered
by, our competitors. To the extent that our employees or consultants use intellectual property owned by others in their work for us, disputes may
arise as to the rights in related know-how and inventions. Any failure in protecting or enforcing our intellectual property rights could have a
material adverse effect on our business, financial condition and results of operations.
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Some aspects of our platform include open source software, and any failure to comply with the terms of one or more of these open source
licenses could negatively affect our business.

Aspects of our platform include software covered by open source licenses. Open source license terms are often ambiguous, and there is
little or no legal precedent governing the interpretation of many of the terms of certain of these licenses. Therefore, the potential impact of such
terms on our business is somewhat unknown. If portions of our proprietary software are determined to be subject to an open source license, we
could be required to publicly release the affected portions of our source code, re-engineer all or a portion of our technologies or otherwise be
limited in the licensing of our technologies, each of which could reduce or eliminate the value of our technologies and loan products. There can be
no assurance that efforts we take to monitor the use of open source software to avoid uses in a manner that would require us to disclose or grant
licenses under our proprietary source code will be successful, and such use could inadvertently occur. This could harm our intellectual property
position and have a material adverse effect on our business, results of operations, cash flows and financial condition. In addition to risks related to
license requirements, usage of open source software can lead to greater risks than use of third-party commercial software, as open source licensors
generally do not provide warranties or controls on the origin of the software. Many of the risks associated with the use of open source software
cannot be eliminated, and could adversely affect our business.

We may be subject to intellectual property infringement claims, which may be costly to defend and may disrupt our business and operations.

We cannot be certain that our operations or any aspects of our business do not or will not infringe upon or otherwise violate trademarks,
copyrights, know-how, proprietary technologies or other intellectual property rights held by other parties. We may from time to time in the future
become subject to legal proceedings and claims relating to the intellectual property rights of others. In addition, there may be other parties’
trademarks, copyrights, know-how, proprietary technologies or other intellectual property rights that are infringed by our products or other aspects
of our business without our awareness. Holders of such intellectual property rights may seek to enforce such intellectual property rights against us
in China, the United States or other jurisdictions. If any infringement claims are brought against us, we may be forced to divert management’s time
and other resources from our business and operations to defend against these claims, regardless of their merits. If we are ruled against in any of
these cases, we may be required to redesign or suspend our services, liable for substantial royalty or licensing fees or incur substantial amounts to
satisfy judgments or settle claims or lawsuits. Any of the foregoing occurrences could materially and adversely affect our business, results of
operations, financial condition, cash flows, reputation and the price of our securities. For example, the trademarks and trade names we use, “360,”
was being challenged by a third party, which claimed that our use of the “360” trademark infringed its rights. In addition, the owner of the “360”
trademarks, which is a wholly owned subsidiary of 360 Group, was involved in several legal proceedings, in which the effectiveness of the 360
trademarks was challenged. As of the date of this annual report, the case disputing our right to use the “360” trademarks and trade names has been
settled by the parties involved, and the effectiveness of the “360” trademarks registered by 360 Group has been upheld in courts. To prevent the
potential disruptive impact these and similar disputes may have on our business and operations, 360 Group has also registered several new 360
trademarks for our use. However, we cannot guarantee that we or 360 Group will not face other proceedings or disputes in connection with the
“360” trademarks and trade names and their use in the future.

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

Any failure to comply with PRC property laws and regulations regarding certain of our leased premises may negatively affect our business,
results of operations and financial condition.

We have not registered our lease agreements with government authorities. Under PRC laws and regulations, we may be required to
register and file with the government authority executed lease agreements. The failure to register the lease agreements for our leased properties will
not affect the validity of these lease agreements, but the competent housing authorities may order us to register the lease agreements in a prescribed
period of time and impose a fine ranging from RMB1,000 to RMB10,000 for each non-registered lease if we fail to complete the registration within
the prescribed timeframe.
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Failure to comply with the PRC Social Insurance Law and the Regulation on the Administration of Housing Provident Funds may subject us
to fines and other legal or administrative sanctions.

Companies registered and operating in China are required under the PRC Social Insurance Law (latest amended in 2018) and the
Regulations on the Administration of Housing Funds (latest amended in 2019) to, apply for social insurance registration and housing fund deposit
registration within 30 days of their establishment, and to pay for their employees different social insurance including pension insurance, medical
insurance, work-related injury insurance, unemployment insurance and maternity insurance to the extent required by law. Historically, one of our
PRC subsidiaries did not complete the housing provident fund registration in a timely manner and engaged a third-party human resources agency to
pay social insurance premium and housing provident funds for certain of our employees. In August 2022, we completed the housing provident fund
registration for such subsidiary. As the interpretation and implementation of labor-related laws and regulations are still evolving, our employment
practices may be deemed to be noncompliant with such laws and regulations in China, which, if occurs, may subject us to obligations to provide
additional compensation to our employees, labor disputes or government investigations. As a result, our business, financial condition and results of
operations could be adversely affected. There is no assurance that we will not be ordered by the competent labor authorities for rectification and
failure to comply with such orders may subject us to administrative fines.

Some of the loans facilitated through our platform are funded by and disbursed indirectly through trusts under trust arrangements among
financial institution partners, trust companies and us. If all or part of the funds in the trusts are not disbursed to borrowers as loans and the
funds in the trusts do not generate the expected returns to the financial institution partners within a specified time frame, we could be obligated
to make up the difference between the expected return and the actual return. As a result, our financial conditions may be adversely affected.

As mutually agreed upon by us and a small number of financial institution partners pursuant to their internal business requirements and
procedures, some of the loans facilitated through our platform are funded by and disbursed indirectly through trusts, which also provide us with
more flexibility to utilize the funds from the trusts for loan facilitation within the specified time frame and are in line with the industry norms. For
such trust arrangements, we assume variable economic benefits or losses of the trusts. Because the financial institutions partners are typically
entitled to receive repayment of the funds initially provided plus return from the trusts under the trust arrangements, if all or part of the funds in the
trusts are not disbursed to borrowers as loans and do not generate the expected return to the financial institution partners within a specified time
frame, we could be obligated to make up the difference between the expected return and the actual return to the financial institution partners. For
the years ended December 31, 2021, 2022 and 2023, there had been no such cases. However, we cannot assure you that we will not be obligated to
make up any such difference in the future. If the foregoing occurs in the future, our financial conditions may be adversely affected.

Our business depends on the continued efforts of our management. If one or more of our key executives were unable or unwilling to continue
in their present positions, our business may be severely disrupted.

Our business operations depend on the continued services of our management, particularly the executive officers named in this annual
report and teams in charge of our risk management and product development, as well as collaboration with financial institution partners. While we
have provided different incentives to our management, we cannot assure you that we can continue to retain their services. If one or more of our
management were unable or unwilling to continue in their present positions, we may not be able to replace them easily or at all, our future growth
may be constrained, our business may be severely disrupted and 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. In addition, although we have entered into
confidentiality and non-competition agreements with our management, there is no assurance that no member of our management team will join our
competitors or form a competing business, or disclose confidential information to the public. If any dispute arises between our current or former
officers and us, we may have to incur substantial costs and expenses in order to enforce such agreements in China or we may be unable to enforce
them at all.

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 affect our financial results.

We may evaluate and consider strategic investments, combinations, acquisitions or alliances to further increase the value of our platform.
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 realize the envisaged benefits or avoid the difficulties and risks of such a transaction.
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Strategic investments or acquisitions will involve risks commonly encountered in business relationships, including:

e (difficulties in assimilating and integrating the operations, personnel, systems, data, technologies, rights, platforms, products and
services of the acquired business;

e the inability of the acquired technologies, products or businesses to achieve expected levels of revenue, profitability, productivity or
other benefits;

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

e the diversion of management’s time and resources from our daily operations;

e difficulties in maintaining uniform standards, controls, procedures and policies within the combined organizations;
e difficulties in retaining relationships with borrowers, employees and suppliers of the acquired business;

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

e 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;

e the 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 of liability;

e the failure to successfully further develop the acquired technology;

e 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;

e potential disruptions to our ongoing businesses; and
e unexpected costs and unknown risks and liabilities associated with strategic investments or acquisitions.

We may not make any investments or acquisitions. Even if we do, any such 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. In addition, we cannot assure you that any future investment in or acquisition of new businesses or technology will lead to the
successful development of new or enhanced loan products and services or that any new or enhanced loan products and services, if developed, will
achieve market acceptance or prove to be profitable.

If we fail to develop and maintain an effective system of internal control over financial reporting, we may be unable to accurately report our
financial results or prevent fraud.

The SEC, as required by Section 404 of the Sarbanes-Oxley Act of 2002, adopted rules requiring every public company to include a
management report on the company’s internal control over financial reporting in its annual report, which contains management’s assessment of the
effectiveness of the company’s internal control over financial reporting. Our management has concluded that our internal control over financial
reporting was effective as of December 31, 2023. Our independent registered public accounting firm has issued an attestation report, which has
concluded that our internal control over financial reporting was effective in all material aspects as of December 31, 2023. However, if we fail to
maintain effective internal control over financial reporting in the future, our management and our independent registered public accounting firm
may not be able to conclude that we have effective internal control over financial reporting at a reasonable assurance level. This could in turn result
in loss of investor confidence in the reliability of our financial statements and negatively impact the trading price of our class A ordinary shares
and/or ADSs. Furthermore, we have incurred and anticipate that we will continue to incur considerable costs, management time and other resources
in an effort to comply with Section 404 and other requirements of the Sarbanes-Oxley Act.
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Our quarterly results may fluctuate and may not fully reflect the underlying performance of our business.

Our quarterly results of operations, including the levels of our net revenue, operating cost and expenses, net (loss)/income and other key
metrics may vary in the future due to a variety of factors, some of which are beyond our control, and period-to-period comparisons of our operating
results may not be meaningful, especially given our limited operating history. Accordingly, the results for any one quarter are not necessarily an
indication of future performance. Fluctuations in quarterly results may adversely affect the price of our class A ordinary shares and/or ADSs.

In addition, we may experience seasonality in our business, reflecting seasonal fluctuations in internet usage and traditional consumer
borrowing patterns, as borrowers typically use their borrowing proceeds to finance their personal consumption needs. While our rapid growth has
somewhat masked this seasonality, our results of operations could be affected by such seasonality in the future.

Competition for employees is intense, and we may not be able to attract and retain the qualified and skilled employees needed to support
our business.

We believe our success depends on the efforts and talent of our employees, including risk management, software engineering, financial
and marketing personnel. Our future success depends on our continued ability to attract, develop, motivate and retain qualified and skilled
employees. Competition for highly skilled technical, risk management and financial personnel is extremely intense. We may not be able to hire and
retain such personnel at compensation levels consistent with our existing compensation and salary structure. Some of the companies with which we
compete for experienced employees have greater resources than we have and may be able to offer more attractive terms of employment.

In addition, we invest significant time and expenses in training our employees, which increases their value to competitors who may seek to
recruit them. If we fail to retain our employees, we could incur significant expenses in hiring and training their replacements, and our ability to
operate our platform could diminish, resulting in a material adverse effect to our business.

Increases in labor costs in the PRC may adversely affect our business and results of operations.

The economy in China has experienced increases in labor costs in recent years. As a result, we expect the average wages in the PRC to
continue to increase. In addition, we are required by PRC laws and regulations to pay various statutory employee benefits, including pension,
housing fund, medical insurance, work-related injury insurance, unemployment insurance and maternity insurance to designated government
agencies for the benefit of our employees. Government agencies may examine whether an employer has made adequate payments to the statutory
employee benefits, and those employers who fail to make adequate payments may be subject to late payment fees, fines or other penalties. We
expect that our labor costs, including wages and employee benefits, will continue to increase. Unless we are able to control our labor costs or pass
on these increased labor costs to our users or financial institution partners by increasing the fees for our services, our financial condition and results
of operations may be adversely affected.

We may not have sufficient business insurance coverage.

Insurance companies in China currently do not offer as extensive an array of insurance products as insurance companies in more
developed economies. Currently, we do not have any business liability or disruption insurance to cover our operations. We have determined that the
costs of insuring for these risks and the difficulties associated with acquiring such insurance on commercially reasonable terms make it impractical
for us to have such insurance. Any uninsured business disruptions may result in our incurrence of substantial costs and the diversion of resources,
which could have an adverse effect on business, our results of operations and financial condition.
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We and certain of our current and former directors or officers were, and in the future may be, named as defendants in putative shareholder
class action lawsuits that could have a material adverse impact on our business, financial condition, results of operation, cash flows and
reputation.

We and certain of our current and former directors or officers were named as defendants in a putative shareholder class action filed in
federal court, captioned In re 360 DigiTech, Inc. Securities Litigation, No. 1:21-cv-06013 (U.S. District Court for the Southern District of New
York, amended complaint filed on January 14, 2022). This case was purportedly brought on behalf of a class of persons who purchased our
securities between April 30, 2020 and July 8, 2021 and who allegedly suffered damages as a result of alleged misstatements and omissions in our
public disclosure documents in connection with our compliance and data collection practices. On January 14, 2022, Lead Plaintiff filed an
Amended Complaint. On March 15, 2022, we filed a motion to dismiss the Amended Complaint. Briefing on the motion to dismiss was completed
on May 31, 2022. In July 2022, the Court granted our motion to dismiss the Amended Complaint without prejudice, and granted Plaintiffs leave to
replead by September 26, 2022. On September 26, 2022, Lead Plaintiff notified the Court that he does not intend to file a Second Amended
Complaint. The court entered an order of judgment in favor of Defendants in September 2022, and Plaintiff’s deadline to appeal the judgment has
now lapsed. We consider the case to effectively be closed. We may also face new legal proceedings, claims and investigations in the future. The
existence of such cases and any adverse outcome of these cases, including any plaintiff’s appeal of a judgment, could have a material adverse effect
on our business, reputation, financial condition, results of operations, cash flows as well as the trading price of our class A ordinary shares and/or
ADSs. Resolution of these matters may utilize a significant portion of our cash resources and divert management’s attention from the day-to-day
operations of our company, all of which could harm our business. We also may be subject to claims for indemnification related to these matters,
and we cannot predict the impact that indemnification claims may have on our business or financial results.

Our investments in and capital supports to the joint venture company that we established for the construction of our regional headquarter and
affiliated industrial park may occupy a portion of our working capital.

In October 2020, we established Shanghai 360 Changfeng Technology, Co., Ltd., or 360 Changfeng, a joint venture company in Shanghai,
China through Shanghai Qiyu, to build our regional headquarters and the affiliated industrial park for our future operations. Currently, we hold 70%
of the equity interests in 360 Changfeng and are the controlling shareholder, with the remaining 30% held by an independent third party. We have
consolidated the financial condition and results of operations of 360 Changfeng on our financial statements beginning in the fiscal year of 2021 and
it became our consolidated subsidiary. The construction project that the joint venture company operates is capital intensive. Pursuant to the joint
venture agreement, the shareholders of the joint venture company will contribute initial funding for the acquisition of land use rights, while funds
required for subsequent developments will be mainly supplied through external financings with any remaining shortfall funded by the shareholders
ratably in proportion to their respective equity interest ownership. As of December 31, 2023, a total of RMBI1.0 billion were provided by the
shareholders to acquire land use rights, of which RMBO0.3 billion was funded by the independent third party. Additionally, 360 Changfeng has
entered into a facility agreement with a commercial bank in China to finance its operations and the construction project, pursuant to which the
commercial bank agreed to extend a loan facility in an aggregate amount of up to RMB1.0 billion, and required the subsidiary’s registered capital
to be paid in the same proportion of the total facility used. Currently, our investments in and capital supports to 360 Changfeng have not had a
material adverse impact on our working capital. However, if 360 Changfeng requires further capital contributions or funding from us in the future,
our working capital position could be negatively impacted. In addition, if 360 Changfeng defaults in its repayment obligations in any debt
financings, it may incur additional liabilities or be involved in legal proceedings, which may adversely affect our results of operations, cash flow
positions and reputations.
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Increasing focus with respect to environmental, social and governance matters may impose additional costs on us or expose us to additional
risks. Failure to adapt to or comply with the evolving expectations and standards on environmental, social and governance matters from
investors and the PRC government may adversely affect our business, financial condition and results of operation.

The PRC government and public advocacy groups have been increasingly focused on environment, social and governance, or ESG, issues
in recent years, making our business more sensitive to ESG issues and changes in governmental policies and laws and regulations associated with
environment protection and other ESG-related matters. Investor advocacy groups, certain institutional investors, investment funds, and other
influential investors are also increasingly focused on ESG practices and in recent years have placed increasing importance on the implications and
social cost of their investments. Regardless of the industry, increased focus from investors and the PRC government on ESG and similar matters
may hinder access to capital, as investors may decide to reallocate capital or to not commit capital as a result of their assessment of a company’s
ESG practices. Any ESG concern or issue could increase our regulatory compliance costs. If we do not adapt to or comply with the evolving
expectations and standards on ESG matters from investors and the PRC government or are perceived to have not responded appropriately to the
growing concern for ESG issues, regardless of whether there is a legal requirement to do so, we may suffer from reputational damage and the
business, financial condition, and the price of the ADSs could be adversely effected.

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 epidemics, including COVID-19, the Ebola virus disease, Zika virus disease, HINI flu,
H7NO flu, avian flu, Severe Acute Respiratory Syndrome, or SARS, and other epidemics. Our business operations could be disrupted if any of our
employees are suspected of having contracted the any of the foregoing diseases, since it could require our employees to be quarantined or our
offices to be disinfected. In addition, our results of operations could be adversely affected to the extent that any of these epidemics harms the
Chinese economy and the Credit-Tech industry in general. In recent years, there have been outbreaks of epidemics in China and globally. The
COVID-19 pandemic adversely impacted the economic condition of small and micro-sized businesses, especially offline businesses, and to a
greater or lesser extent resulted in reduced spending, especially on discretionary consumption. We derive revenue from loan products facilitated
through our platform. A reduction in discretionary consumption may adversely affect demand for consumer and SME loan products. In addition,
downturn in the economy and previous suspension of business activities across various sectors might cause an increase in default of the loans
facilitated through our platform as they are likely to lead to a rise in unemployment and may weaken borrowers’ willingness and ability to repay
their debts. The increased defaults could in turn result in elevated risks and financial losses to our financial institution partners and us. See also “—
We have a limited operating history and are subject to credit cycles and the risk of deterioration of credit profiles of borrowers.”

Whether and to what extent to which COVID-19 may impact our results of operations going forward will depend on future developments
which are highly uncertain and unpredictable, including the frequency, duration and extent of future outbreaks of COVID-19, the appearance of
new variants with different characteristics, the effectiveness of efforts to contain or treat cases, and future actions that may be taken in response to
these developments.

We are also vulnerable to natural disasters and other calamities. Fire, floods, typhoons, earthquakes, power losses, telecommunications
failures, break-ins, wars, riots, terrorist attacks or similar events may give rise to server interruptions, breakdowns, system failures, technology
platform failures or internet failures, which could cause the loss or corruption of data or malfunctions of software or hardware as well as adversely
affecting our ability to provide products and services on our platform.

Our headquarters are located in Shanghai and many of our senior management reside in Beijing. Most of our system hardware and back-
up systems are hosted in leased facilities located in Shanghai, Beijing and Luoyang. Consequently, we are highly susceptible to factors adversely
affecting Shanghai and Beijing. If any of the abovementioned natural disasters, health epidemics or other outbreaks were to occur or aggravate in
Shanghai and Beijing, our operation may experience material disruptions, such as temporary closure of our offices and suspension of services,
which may materially and adversely affect our business, financial condition and results of operations.
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If the PRC government deems that the contractual arrangements in relation to the VIEs do not comply with PRC regulatory restrictions on
foreign investment in the relevant industries, or if these regulations 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.

Foreign ownership of internet-based businesses, such as the distribution of online information, is subject to restrictions under current PRC
laws and regulations. Although the Administrative Rules on the Foreign-invested Telecommunications Enterprises promulgated by the State
Council in May 2022 lifted the prior requirement that the primary foreign investor in a foreign invested value-added telecommunications enterprise
must have a good track record and operational experience in the value-added telecommunications industry, there remain restrictions on foreign
investments in value-added telecommunication businesses. For example, foreign investors are generally not allowed to own more than 50% of the
equity interests in a value-added telecommunications service provider in accordance with the Negative List (2021), which became effective on
January 1, 2022 and replaced the negative list in the Special Management Measures for the Access of Foreign Investment (2020 version), and other
applicable laws and regulations.

We are a Cayman Islands holding company and our PRC subsidiaries are considered foreign-invested enterprises. Therefore, we operate
our Credit-Tech businesses in China through the VIEs and their subsidiaries, in which we have no ownership interest. Our PRC subsidiaries have
entered into a series of contractual arrangements with the VIEs and their respective shareholders, which enable us to (i) exercise effective control
over the VIEs, (ii) receive substantially all of the economic benefits of the VIEs, and (iii) have an exclusive option to purchase all or part of the
equity interests and assets in the VIEs when and to the extent permitted by PRC law. As a result of these contractual arrangements, we have control
over and are the primary beneficiary of the VIEs and hence consolidate their financial results into our consolidated financial statements under U.S.
GAAP. For a detailed description of these contractual arrangements, see “Item 4. Information on the Company—C. Organizational Structure.” The
VIEs have been operating our Credit-Tech business, including, among others, operations of our 360 Jietiao, since its incorporation and have
obtained and held the ICP License according to PRC laws and regulations. See “Item 4. Information on the Company—B. Business Overview—
Regulation—Regulations on Foreign Investment Restrictions—Regulations on value-added telecommunications services.” The subsidiary of
Shanghai Qiyu, Fuzhou Microcredit, which also provides loans through 360 Jietiao, has obtained a micro-lending license from the relevant
competent local authorities and an ICP License.

Investors in our class A ordinary shares or ADSs thus are not purchasing equity interest in the VIEs in China but instead are purchasing
equity interest in our Cayman Islands holding company. Our holding company in the Cayman Islands, the VIEs and their subsidiaries, and
investments in our company face uncertainty about potential future actions by the PRC government that could affect the enforceability of the
contractual arrangements with the VIEs and, consequently, the business, financial condition, and results of operations of the VIEs and our company
as a group.

In the opinion of our PRC legal counsel, the Contractual Arrangements are in compliance with PRC laws and regulations currently in
effect. However, our PRC legal counsel has also advised us that there are substantial uncertainties regarding the interpretation and application of
current or future PRC laws and regulations and there can be no assurance that the PRC government will ultimately take a view that is consistent
with the opinion of our PRC legal counsel.

It is uncertain whether any new PRC laws, regulations or rules relating to the “variable interest entity” structure will be adopted or if
adopted, what they would provide. If the ownership structure, contractual arrangements and business of our company, our PRC subsidiaries or the
VIEs are found to be in violation of any existing or future PRC laws or regulations, or we fail to obtain or maintain any of the required permits or
approvals, the government authorities would have broad discretion in dealing with such violation, including levying fines, confiscating our income
or the income of the VIEs, revoking the business licenses or operating licenses of our WFOE or the VIEs, shutting down our servers or blocking
our online platform, discontinuing or placing restrictions or onerous conditions on our operations, requiring us to undergo a costly and disruptive
restructuring, restricting or prohibiting our use of proceeds from our offshore offering to finance our business and operations in China, and taking
other regulatory or enforcement actions that could be harmful to our business. Any of these actions could cause significant disruption to our
business operations and severely damage our reputation, which would in turn materially and adversely affect our business, financial condition and
results of operations. If any of these occurrences result in our inability to direct the activities of the VIEs, or our failure to receive economic
benefits from the VIEs, we may not be able to consolidate their results into our consolidated financial statements in accordance with U.S. GAAP,
and our class A ordinary shares or ADSs may decline in value or become worthless if we are unable to assert our contractual control rights o