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Question-and-Answer Session
Gary Dvorchak, CFA — Managing Director, The Blueshirt Group

Thanks, Qin. We're now going to begin the Q&A session.

To ask a question, use the raise hand function and we'll call on you and open up your audio. If

you dialed in by phone, press star nine to raise your hand and star six to unmute.

When you start, please state your name and your firm before your question so we know who you
are. Alternatively, if any of you prefer, there is a question box, a Q&A box, and you can type your
question into the question box that's part of the webinar. And we can then pose that question to
Qin.

We'll pause for a couple seconds to let the queue form, and then we'll start the Q&A. Our first

question is going to come from Ella Ji with CR Global. Ella, you can go ahead.

Ella Ji — Analyst, CR Global

Thank you for taking my questions. | have two.

First, it is quite interesting regarding your latest development in your Al-related business. |
wonder, can you further elaborate on the business model of these Al products? For example, is it
transaction-based and you do a take rate? Or is it going to be subscription-based? Who is
bearing the cost of the Al token training and usage? What are some business targets relating to

your Al products that you would like to achieve, for example, by end of this year?

Qin Zou — Chief Financial Officer, DSC Holdings Limited

Thank you, Ella. Let me address them one by one.
The first one is Al monetization. As | introduced, we have three types of Al products.

The tools, the digital employees, and the platform Al. For the tools, as of now, we provide them

mostly for free to our used car dealers.

The operating system itself, DaFengChe, also comes free for most of its functions. We do have
membership fees, subscription fees for a higher level of functionality. Certain of these Al-enabled

functions are embedded into the higher categories.



Largely, the tools are free. Let me clarify: for the Market Intelligence Assistant and certain other
agents, we do charge a small fee.
It is still very small and will not form a meaningful revenue source for us yet. But we are testing

out the dealer's willingness to pay for intelligence.

So far, as long as the cost is at a reasonable level, we do see a lot of paying users. For the
digital employees, the second of our Al products, most are chargeable. The dealers pay for the

employee and we deploy them.

The numbers | just shared are all paying deployments. For the last one, the platform-level or
industry-scale Al, | will have more to share, but it's not going to be something that we charge

anyone a fee for. We believe it's going to be more exciting than just charging a fee.

That covers the monetization of the Al products. You also asked who bears the cost of the

training and the tokens.

That is interesting, because we have the data. We use all of the frontier models that are available
in China's market. Because most of the training happens on our data, to my knowledge as chief

financial officer, we are not incurring any significant cost in external token use.

It is one of the advantages of owning your own industry data. Your last question was about

targets and timing.

For the tools, we are continuously rolling them out depending on what the dealers need. We
have rolled out four or five so far, in the last four or five months.

For the digital employees, we have already deployed two or three. As | just introduced, we are
looking at the most costly and the most important critical functions of dealers' work, and we are

training those employees. | do not have a specific target date yet.

Once that happens, we will share with the market, perhaps on the next call. For the third one, the

industry-scale, collective-brain Al platform, we are also working very hard on that.
| do not have much to share this time, but hopefully soon.

Ella Ji — Analyst, CR Global
Thank you. My second question is one we get quite a lot from investors.
How does DSC compare to, for example, US online auto services companies such as Carvana?

And who do you think your true comps are?



Qin Zou — Chief Financial Officer, DSC Holdings Limited

Thank you for that question. It goes back to Mr. Yao's prepared remarks, where he talked about
our identity. When people hear that we are in the used car industry, they ask whether we are
similar to Carvana, CarMax or AutoTrader or some Chinese company like Uxin or Autohome,
because those are the names they know from the used car industry.

Again, we are an enabler for used car dealers. We are not a used car dealer ourselves, and we
never do anything that's in competition with the used car dealers or have a conflict of interest

with them. We have never gone down those avenues.

Carvana is a used car dealer — a very successful one, even though it had some difficult
moments post-COVID, when chip prices caused used car prices to skyrocket and then drop, and

we all saw how Carvana's stock price fell.

Carvana, CarMax, and many others like Uxin are used car merchants. They buy and sell used

cars. They are direct-to-consumer.

We are not. In terms of a comp, when you look around the world, it is hard to find one for DSC,
which created much difficulty for me during the IPO process. When you think about it, it is

remarkable that in the largest car parc in the world, where about 90% of the used cars are sold
by this large number of small-scale dispersed used car dealers, an army of anywhere between

200,000 and 300,000 dealers nationwide, all of them are using the same operating system.

You cannot find a direct comp anywhere. To our knowledge, for the operating system alone,
about 200 to 300 SaaS companies in the US provide different systems to different regions and

different dealers, so the market there is very siloed and segregated.

We had this remarkable opportunity in China to leapfrog, to be persistent, and eventually to have
the whole market on our system. If you ask me who our comp is, it is a very difficult question. In

the car commerce industry, we do not see anyone else in the world.

This is a one-of-a-kind situation. In terms of business model, however, we believe — on the
advice of our investment bankers — that our model is quite comparable to several established
companies such as Shopify, or smaller ones like Toast or ServiceTitan. We are in completely
different industries, but the structures share a similarity: we all started out as the operating
system provider. Shopify provides an operating system for small merchants worldwide, across

industries.

On top of that, it started providing layers of different transaction services. If you look at their
financial history, in the very beginning the operating system generated most of their revenue.
That is different from us, because it is very difficult to generate revenue from SaaS in this

particular economy.



Over time, though, their merchant solutions contributed more revenue. So looking at the structure

of the business model, we do share similarities with these companies.

Ella Ji — Analyst, CR Global
Got it. Thank you very much.

Gary Dvorchak, CFA — Managing Director, The Blueshirt Group

Thanks, Ella. Our next question is going to come from James Kisner of Water Tower Research.

James Kisner — Analyst, Water Tower Research

Hi, thanks for taking my questions. | really like the lean into Al.

Congrats on that — it sounds like you are making a lot of progress there. Stepping back to the
next few years, what do you think the biggest drivers of revenue growth are? Could you rank

them, if possible — what is most promising, and what do you think has the highest impact?

Qin Zou — Chief Financial Officer, DSC Holdings Limited
It definitely will come from transaction services, because that is where nearly all of our revenue

should come from. It is an attractive business because it is volume driven.

In a sense, it is like a stock market or exchange business model. This past six months, the
industry faced great pressure and some dealers went out of business, but total volume kept
going up.

Like the stock market, some people make money and some lose money; certain stocks go up

and certain stocks go down — just like cars. Some keep their value very well.
Some lose their value very quickly. Where do we monetize? We monetize from the transactions.

Can these transactions be skipped? That is the ultimate question, and the answer is generally
no. If any of you, if you're interested, please go look at our prospectus. We have a very nice
arrow. | personally drew that page that shows the 10 steps of a used car's transaction process,
just from the beginning, like locating the car to, pricing it to buying it to inspecting it, pricing it,
buying it, moving it, and then cleaning it and then photograph it and then price it again for sale

and then go market it and eventually sell it.

It is a long process, and regardless of which market you are in, or whether the car is powered by

gas, electricity or solar, the process does not change.

Back to your question: our revenue will most likely come from the transaction services along the
way. They are essentially indispensable, especially B2B matching in a market like China, where
anywhere between 80 and 90 percent of a used car dealer's cars come from another used car

dealer.



They do not come directly from consumers, so there is a very vibrant dealer-to-dealer market. At
the very tail end, when a consumer buys a car, the used car dealer functions as the single most
important router for financial institutions, because only the dealer and the consumer know there
is a need for a loan.

The dealer routes this demand to whoever pays the right channel or service fee.

Along the way, there are naturally places where, as an industry-vertical digital company with the
data, the connections and the Al capabilities, we can go in, upgrade the whole process, and
benefit from it. That is one. Two — and this may be a little premature to share —

we believe the third Al application, the industry-wide platform agent, could present a significant
revenue source for us. | say that with a caveat because it is still premature. We will share more

when we have more.

James Kisner — Analyst, Water Tower Research

That's fair. It seems you have had some favorable op-ex savings.

Can you give us more detail on what is driving that? | assume it is not agentic — is it broad cost
focus with headcount reduction? And could you talk about incremental margin on revenue going

forward?

Qin Zou — Chief Financial Officer, DSC Holdings Limited

| did not catch the first part of your question. Were you asking about capex, or op-ex?

James Kisner — Analyst, Water Tower Research
Yes. | believe you said you have had good cost control. Could you provide more detail on how
you're achieving that and what kind of incremental margin you might see on revenue kind of

going forward, perhaps what kind of leverage there might be in the model as revenue grows.

Qin Zou — Chief Financial Officer, DSC Holdings Limited
Two parts. First, the op-ex reduction: nearly all of our expenses are people — salaries, wages

and commissions.

We do have cloud expenses and de minimis rental and other expenses, but the absolute bulk of

our expenses is people.

That raises the question of how efficiently we are running the business — how lean the
organization is. That is where we focus Al application, because people collaborate with each

other.

There could be ten people completing something along a long process; with the right Al
application, you can reduce that to two, with faster and better results. To put it straightforwardly,

that is where the reduction came from, whether in G&A, sales and marketing, or R&D.



On the second part of your question, about revenue growth, margin and expectations: |
apologize, but we are not prepared to give a business outlook on this call. We are a new public
company; after we get more familiar and comfortable, we will start adopting the business outlook

practice going forward.

James Kisner — Analyst, Water Tower Research
| appreciate that. One last question on agentic adoption in general: what do you think is the

biggest barrier to acceleration? Is it model maturity, or is it cultural?
Among the dealers, what has to happen for it to take off?

Qin Zou — Chief Financial Officer, DSC Holdings Limited

For what to take off?

James Kisner — Analyst, Water Tower Research

Artificial intelligence and agentic adoption amongst your customers.

Qin Zou — Chief Financial Officer, DSC Holdings Limited
Good question. We have the data, and we have access to all of those excellent models. How fast

can we go?

I would put it down to user acceptance. Even with some of our already-deployed agents, we have

to release in stages.

Everything is happening very fast. Even for some products, we first give dealers intermediate

versions so they understand what is going on and what is behind them.

That is the incremental version; then we can move to the next stage.

To answer your question, | think it is still the pace of acceptance.

James Kisner — Analyst, Water Tower Research

Great. Thank you for taking my questions.

Qin Zou — Chief Financial Officer, DSC Holdings Limited

Thank you, James.
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