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Message from the Founder
and Chief Executive Officer

At TrueCar, we set out to prove something very important:
Truth and transparency is a more profitable way of doing
business. It’s a big objective. As we turn the page on our
first year as a public company, we have hit a number of key
milestones in the furtherance of that mission:

e TrueCar users have purchased over 1.7 million cars on
the platform since inception.

e The TrueCar Certified Dealer Network has eclipsed
10,000 dealers.

e TrueCar has achieved cash-flow positive operating results
for the year 2014.

e And TrueCar launched a new, mobile buying experience
that is second-to-none.

| want to take a moment to celebrate those achievements

and recognize the daily work (that goes mostly uncelebrated),
which is the bigger measure of a company’s success. We knew
when we accepted our mission that it would involve moving
mountains, one pick strike at a time. My single biggest source
of satisfaction as a CEO comes from the talented individuals
assembled at TrueCar who share my passion for this hard work.
Together we are evolving a beloved industry, by “making car
buying simple, fair, and fun.” Since the original writing of that
statement almost 10 years ago, | am happy to announce that we
are on the road to making car buying all of those things. We're
also making it mobile. The world is changing in automotive
retail, and we are helping to lead the way.

Scott Painter, CEO
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2014 was a great year for TrueCar. We closed out our first year as
a public company with record growth in all of our key performance
indicators. Most importantly:

e Year-over-year revenue growth of 54 percent to nearly $207 million

e Unit growth of 53 percent to 611,000 units with unit growth in the
TrueCar-branded channel of 125 percent

e Year-over-year market share growth of 35 percent

e Strong improvements across all of our profitability metrics

As we look towards 2015, TrueCar is operating extremely well and
continuing to gain confidence in our position as a transformative,
rapid-growth technology company operating in the automotive space.

However, we are still in the very early chapters of our story and
there will certainly be challenges ahead of us. Having 4 percent
market share in one of the largest industries in the world means
that we have a phenomenal growth opportunity. To capture this
opportunity, we need to operate with determination, rigor and
discipline. We must also operate with the knowledge that, while we
may be a public company, we are far from the summit of our goal.

Great companies solve big problems. It’s a mantra that is often
repeated around here. As we continue to scale the business, we
have deepened our bench with some of the most seasoned and
experienced professionals | have ever known, each with a fire in
the belly for our mission. We want to leave the next generation
the blueprint for a new way of doing business, grounded in the
belief that the only deal worth doing is one where all parties in the
transaction can thrive.
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To the team at TrueCar, thank you for your continued support,
passion and drive. | am so proud and appreciative of your daily
commitment. We didn’t pick the easiest industry to transform, and
I’'m thankful that none of you signed up for easy.

To our users, dealers and OEMs, thank you for placing your trust
in TrueCar. We will continue to work alongside our dealer and OEM
partners to deliver on our founding mission—to make car buying
simple, fair, and fun—while proving that truth and transparency is
more profitable.

Finally, I'd like to thank you, our shareholders, for your continued
confidence and support. TrueCar is in the world to build enduring
value, and to become one of the most transformative brands of
our time.

Yours truly,

Scott Painter
Founder and CEO
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As used in this Annual Report on Form 10-K, the terms “TrueCar”, “the Company,” “we,” “us”
and “our” refer to TrueCar, Inc., and its wholly owned subsidiaries, TrueCar.com, Inc. and ALG, Inc.,
unless the context indicates otherwise. TrueCar.com, Inc. is referred to as “TrueCar.com” and
ALG, Inc. is referred to as “ALG”.

Special Note Regarding Forward Looking Statements and Industry and Market Data

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the
federal securities laws, which statements involve substantial risks and uncertainties. Forward-looking
statements generally relate to future events or our future financial or operating performance. In some
cases you can identify forward-looking statements because they contain words such as “anticipates,”
“believes,” “could,” “estimates,” “expects,” “intends,” “may,” “might,” “likely,” “plans,” “potential,”
“predicts,” “projects,” “seeks,” “should,” “target,” “will,” “would” or similar expressions and the
negatives of those terms. Forward-looking statements contained in this Annual Report on Form 10-K
include, but are not limited to, statements about:
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* our future financial performance and our expectations regarding our revenue, cost of revenue,
gross profit or gross margin, operating expenses, ability to generate cash flow, and ability to
achieve, and maintain, future profitability;

* our relationship with key industry participants, including car dealers and automobile
manufacturers;

* anticipated trends, growth rates and challenges in our business and in the markets in which we
operate;

* our ability to anticipate market needs and develop new and enhanced products and services to
meet those needs, and our ability to successfully monetize them;

* maintaining and expanding our customer base;

* the impact of competition in our industry and innovation by our competitors;

* our anticipated growth and growth strategies and our ability to effectively manage that growth;
* our ability to sell our products and expand internationally;

e our failure to anticipate or adapt to future changes in our industry;

e the impact of seasonality on our business;

* our ability to hire and retain necessary qualified employees to expand our operations;
* the impact of any failure of our solutions or solution innovations;

* our reliance on our third-party service providers;

* the evolution of technology affecting our products, services and markets;

* our ability to adequately protect our intellectual property;

* the anticipated effect on our business of litigation to which we are a party;

* our ability to stay abreast of new or modified laws and regulations that currently apply or
become applicable to our business;

* the increased expenses and administrative workload associated with being a public company;

* failure to maintain an effective system of internal controls necessary to accurately report our
financial results and prevent fraud;



* our liquidity and working capital requirements;

* the estimates and estimate methodologies used in preparing our consolidated financial
statements and determining option exercise prices;

* the future trading prices of our common stock and the impact of securities analysts’ reports on
these prices;

¢ the preceding and other factors discussed in Part I, Item 1A, “Risk Factors,” and in other
reports we may file with the Securities and Exchange Commission from time to time; and

e the factors set forth in Part II, Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations.”

Forward-looking statements involve known and unknown risks, uncertainties and other factors that
may cause our actual results, performance or achievments to be materially different from any future
results, performance or achievements expressed or implied by the forward-looking statements. We
discuss these risks in greater detail in the section entitled “Risk Factors” and elsewhere in this Annual
Report on Form 10-K. Given these uncertainties, you should not place undue reliance on these
forward-looking statements. Forward-looking statements speak only as of the date the statements are
made. You should not put undue reliance on any forward-looking statements. We assume no obligation
to update forward-looking statements to reflect actual results, changes in assumptions or changes in
other factors affecting forward-looking information, except to the extent required by applicable
securities laws. If we do update one or more forward-looking statements, no inference should be drawn
that we will make additional updates with respect to those or other forward-looking statements.

This Annual Report on Form 10-K also contains estimates and other statistical data, including
those relating to our industry and the market in which we operate, which we have obtained or derived
from industry publications and reports, including reports from Autodata Corp., USA, Borrell
Associates, J.D. Power and Associates, NADA, R.L. Polk & Co., Automotive News and other publicly
available information. These industry publications and reports do not guarantee the accuracy and
completeness of their information although the authors generally indicate that they have obtained the
information from sources believed to be reliable. The information involves a number of estimates and
assumptions. You are cautioned not to give undue weight to these estimates and assumptions. Based on
our industry experience, we believe that the publications and reports are reliable and that the
conclusions contained in the publications and reports are reasonable. However, the industry in which
we operate is subject to a high degree of uncertainty and risk due to a variety of factors, including
those described in “Risk Factors.” These and other factors could cause actual results to differ
materially from those expressed in the industry publications and reports.



PART 1
Item 1. Business
Overview

Our mission is to transform the car-buying experience for consumers and the way that the
automotive industry attracts customers and sells cars. We have established an intelligent, data-driven
online platform operating on a common technology infrastructure, powered by proprietary data and
analytics. We operate our company-branded platform on the TrueCar website and our branded mobile
experience. In addition, we customize and operate our platform on a co-branded basis for our many
affinity group marketing partners, including financial institutions like USAA and American Express,
membership-based organizations like Consumer Reports, AARP and AAA, and employee buying
programs for large enterprises such as IBM and Walmart. We enable users to obtain market-based
pricing data on new and used cars, and to connect with our network of TrueCar Certified Dealers. We
also allow automobile manufacturers, known in the industry as OEMs, to connect with TrueCar users in
the purchase process and efficiently deliver incentives specifically targeted to individual consumers.

We benefit consumers by providing information related to what others have paid for a make and
model of car in their area and, where available, estimated prices for that make and model, which we
refer to as upfront pricing information, from our network of TrueCar Certified Dealers. This upfront
pricing information generally includes guaranteed savings off MSRP which the consumer may then take
to the dealer in the form of a Guaranteed Savings Certificate and apply toward the purchase of the
specified make and model of car. We benefit our network of TrueCar Certified Dealers by enabling
them to attract these informed, in-market consumers in a cost-effective, accountable manner, which we
believe helps them to sell more cars profitably. We benefit OEMs by allowing them to more effectively
target their incentive spending at deep-in-market consumers during their purchase process.

We have been focused primarily on new car transactions. In the future, we intend to introduce
additional products and services designed to improve the overall car-buying and car-ownership
experience. Through TrueCar Labs, an incubator focused on developing innovative solutions for the
automotive ecosystem, the Company deploys new products and solutions in their earliest phase in order
to seek feedback from consumers, dealers and OEMs, enabling them to shape a better product
experience. For example, we are developing a vehicle trade-in solution called TrueTrade to provide
users with an estimated daily market value for their existing cars and a guaranteed trade-in price and to
provide TrueCar Certified Dealers with access to quality used vehicles to purchase. We also plan to
develop products to provide users with upfront financing and leasing information to provide a more
convenient car buying experience. We are also in the process of launching a number of new services for
our dealers designed to enable them to make better informed inventory management and pricing
decisions and to close transactions more efficiently. In addition, we have developed a new product, Live
Prospect, which allows OEMs to generate private, targeted, one-on-one offers to consumers who are
deep in the shopping process on the TrueCar platform.

Our network of over 10,000 TrueCar Certified Dealers consists primarily of new car franchises,
representing all major makes of cars, as well as independent dealers selling used vehicles. TrueCar
Certified Dealers operate in all 50 states and the District of Columbia. We estimate that users of our
platform purchasing cars from TrueCar Certified Dealers accounted for approximately 3.5% of all new
car sales in the United States in 2014, excluding fleet car sales, an increase from 2.4% in 2013 and
1.5% in 2012. Since our founding in 2005, TrueCar users have purchased over 1.7 million new and used
vehicles from TrueCar Certified Dealers, including over 600,000 vehicles in 2014.

Our subsidiary, ALG, Inc., provides data and consulting services regarding determination of the
residual value of an automobile at given future points in time. These residual values are used to
underwrite automotive loans and leases to determine payments by consumers. In addition, financial



institutions use this information to measure exposure and risk across loan, lease, and fleet portfolios.
We also obtain automobile purchase data from a variety of sources and use this data to provide
consumers and dealers with highly accurate, geographically specific, real-time pricing information.

During 2014, we generated revenues of $206.6 million and recorded a net loss of $48.4 million. Of
the $206.6 million in revenues, 92% consisted of transaction revenues with the remaining 8% derived
primarily from the sale of data and consulting services to the automotive and financial services
industries. Revenues from the sale of data and consulting services are derived primarily from the
operations of our ALG subsidiary. Transaction revenues primarily consist of fees paid to us by our
network of TrueCar Certified Dealers under our pay-for-performance business model where we
generally earn a fee only when a TrueCar user purchases a car from a TrueCar Certified Dealer. We
also receive revenue from OEMs in connection with our targeted incentive programs.

Industry Overview and Market Opportunity
Large, fragmented and competitive automobile retail market

According to Borrell Associates, total new vehicle related advertising spend in print, broadcast,
radio, Internet and other channels was expected to total $28.5 billion in 2014. This forecast consisted of
$12.4 billion from automotive manufacturers, $8.5 billion from dealers, $6.2 billion from cooperative
advertising between automotive manufacturers and dealers and $1.3 billion from dealer associations.
According to Autodata Corp., USA, or AutoData, automotive manufacturers also spend $46 billion in
incentives to induce consumers to purchase their vehicles.

The Internet is a highly influential medium in the consumer’s research and shopping process for
automobiles. According to a study by R.L. Polk & Co., or Polk, new and used car buyers cited the
Internet as the initial source of information in their buying process greater than 15 times more
frequently than any other media source. Manufacturers and dealers continue to allocate marketing
budgets towards online sources and away from traditional media sources. According to NADA, the
average percentage of a dealer’s marketing budget devoted to online advertising was 33% in 2013, a
five-fold increase from the reported percentage in 2003.

Online research in automotive has evolved from offline brochures, reviews and other sales
information. Online car shopping has consisted mostly of listings that resemble the print classifieds.
Automotive content and listings sites publish automotive content and reviews and also aggregate new
and used car inventory listings from dealers and private sellers. Car sellers subscribe in order to list
their new and used car inventory and the sites also earn revenue through lead generation. Under this
model, the sites aggregate traffic and monetize that traffic both by selling ads to advertisers that want
to reach an automotive-focused audience and by providing the names and contact information of
visitors of those sites to dealers (“Lead Generators”). These Lead Generators present information
about automobiles available for sale and MSRP but lack comprehensive market pricing data and do not
provide upfront pricing information and guaranteed savings off MSRP from dealers. Moreover, they do
not tie their economics to the successful completion of transactions, which makes it difficult to measure
the success of these marketing efforts.

Challenges for the consumer

Consumers consistently describe their purchase of a car as a frustrating and stressful experience.
These consumers face a number of complex issues when buying a car, including obtaining market
pricing information with respect to the car they want to buy and negotiating a transaction. Historically,
buyers had to engage in a prolonged negotiating process in order to obtain pricing information, often
consisting of multiple trips to a dealer or dealers. Today, while consumers have a number of available
information sources that provide pricing data, these alternatives generally do not have information on



what others actually paid for a car. As a result, consumers still lack the market data and upfront
pricing information to shorten the negotiation with the dealer and lead to a successful transaction.

Challenges for the dealer

Automobile dealers operate in a highly competitive market in which access to customers and
informed vehicle pricing are essential to dealer profitability. According to NADA, from 2003 to 2013
the average gross margin for automobile dealers on new car sales decreased from 5.5% to 3.8%.
Overall dealer profitability is closely tied to the volume of new car sales as those sales can lead to
higher-margin offerings for the dealer such as trade-ins, financing, maintenance and service, and
accessories. In addition, dealers can earn financial incentives and improved vehicle allocation from
manufacturers based on their volume of new car sales.

Automobile dealers are increasingly shifting from reliance on their physical location and offline
media and turning to the Internet to attract customers and broaden their reach. According to
J.D. Power and Associates, nearly 80% of new car buyers use the Internet to research their vehicle
purchase, and the use of mobile devices in the car buying process is increasing rapidly. Use of tablets
and mobile phones to shop for vehicles has increased 67% and 40%, respectively, over the past two
years. Tablets and mobile phones are now utilized by 30% and 28%, respectively, of consumers using
the Internet to shop for vehicles. This shift means that automobile dealers must adapt their marketing
for these customers. The overall industry average advertising expense per new car across all forms of
media was $616 in 2013, according to NADA. In addition to high marketing costs, lack of empirical
data on pricing at the local level may cause dealers to lose transactions by overpricing compared to the
market or to lose margin in other cases by underpricing. As a result of these challenges, automobile
dealers are looking for ways to attract informed, in-market consumers in a cost-effective and
accountable manner and effectively price their vehicle inventory to achieve their sales goals.

Challenges for the OEM

Autodata estimates that in 2014, OEMs spent $46 billion in incentives to induce consumers to
purchase their vehicles. This is an increase of nearly 15% over 2013. Incentive spending now represents
approximately 9% of industry transaction revenues. Offering untargeted incentives to sell incremental
vehicles is costly and inefficient. The difficulty in identifying those consumers most likely to be
responsive to incentive offers presents a challenge to automakers. As a result, automakers are looking
for ways to allocate their incentive budgets more efficiently and increase new car sales more profitably.

Our Solution

We are enhancing the car-buying experience for consumers and improving the way that dealers and
OEMs attract customers and sell cars. We have established an intelligent, data-driven online platform
operating on a common technology infrastructure, powered by proprietary data and analytics. We
operate our company-branded platform via the TrueCar website and our branded mobile experience. In
addition, we customize and operate our platform on a co-branded basis for our many affinity group
marketing partners, including financial institutions like USAA and American Express, membership-
based organizations like Consumer Reports, AARP and AAA, and employee buying sites for large
enterprises such as IBM and Walmart. We enable users to obtain market-based pricing data on new
and used cars, and to connect with our network of TrueCar Certified Dealers. We believe the
combination of transparent market data, upfront pricing information and guaranteed savings off MSRP
benefits both consumers and dealers, resulting in more transactions by users of our platform.



Why consumers choose TrueCar

We believe consumers choose the TrueCar website and our branded mobile applications and our
affinity group marketing partner websites to simplify the car-buying process and to achieve confidence
in the price they receive for a car. We present relevant market data to consumers, including
information about pricing for specific makes and models of cars in their area. We provide access to our
platform and its data at no cost to the consumer. By providing transparent market pricing information
and access to our network of TrueCar Certified Dealers, we seek to eliminate the hassles of the
car-buying experience. Since our founding, TrueCar users have purchased over 1.7 million new and
used vehicles from TrueCar Certified Dealers, including over 600,000 vehicles in 2014.

We believe that consumers choose TrueCar primarily for the following reasons:

Upfront pricing information. We access a broad array of transaction data to provide customers
with relevant pricing information on every major make and model of new car sold in the U.S. In most
instances, we then present the consumer with the TrueCar Curve, a graphical distribution of what
others paid for the same make and model of car. Within this distribution, we include the factory
invoice for the car, the MSRP, and the average price paid for that car in the consumer’s local market.
We also generally provide the consumer with a TrueCar Estimate based on data relevant to the
consumer’s configured vehicle. We believe the TrueCar Estimate provides the consumer with the ability
to determine the amount they are likely to pay for a specific make and model of car in their local area,
all before deciding to be contacted by a dealer.

Quality of service of our network of TrueCar Certified Dealers. We strive to provide consumers with
a superior car-buying experience through our network of TrueCar Certified Dealers. To become a
TrueCar Certified Dealer, dealers must agree to adhere to certain conditions, including providing
upfront pricing information and guaranteed savings off MSRP, where available. Further, we provide
ongoing training and hold dealers accountable to specific customer service standards.

Price confidence. Our users generally receive up to three Guaranteed Savings Certificates, which
provide a guaranteed savings off MSRP on the user’s specified make and model of car. Our platform
allows the user to compare relevant market data for their specified make and model of car with the
guaranteed savings from MSRP identified in these certificates. Our user experience allows consumers
to communicate directly with specific TrueCar Certified Dealers based on algorithms that weigh several
factors, including proximity of the dealer to the consumer, vehicle selection, price, and consumer
experience scores. Our platform allows consumers to compare these certificates with the relevant
market data for a specific make and model of car.

We believe that the combination of upfront pricing information and guaranteed savings off MSRP
simplifies the transaction process and leads to a better car-buying experience for consumers who use
TrueCar, typically resulting in significant savings. For the year ended December 31, 2014, TrueCar users
paid, on average, nearly $3,145 less than MSRP.

Why dealers use TrueCar

We believe dealers use TrueCar to attract informed, in-market consumers in a cost-effective and
accountable manner, efficiently price their inventory and sell more cars profitably.

We provide automobile dealers the opportunity to offer upfront pricing information and
Guaranteed Savings Certificates to a large and targeted audience of in-market consumers. We believe
that transparent pricing information also significantly increases the trust between dealers and car
buyers, which helps dealers increase volume and reduce customer acquisition costs. We also provide
market data and analysis to dealers, helping them make more informed inventory management and
pricing decisions.



Under our pay-for-performance business model, we generally earn a fee only when a consumer
purchases a car, providing dealers with an accountable marketing channel. We typically charge TrueCar
Certified Dealers $299 upon the sale of a new car to a TrueCar user. In 2013, the overall industry
average advertising expense per new car across all forms of media was $616, according to NADA. By
helping dealers better target their acquisition efforts to in-market consumers using our platform, we
believe that dealers can improve their close rates, which results in other operating cost efficiencies such
as savings on selling expenses and inventory carrying costs. We also believe that those dealers may then
capture additional higher-margin maintenance and service, financing and other revenue streams while
increasing the probability of earning volume-based incentives offered by manufacturers.

Why affinity groups partner with TrueCar

For many of our affinity group marketing partners, offering a car-buying service is a valuable
benefit for their members, but it is not a service that they can easily provide themselves. Building and
operating a car-buying service is complex, costly, and requires specialized technology expertise and
regulatory compliance infrastructure. In addition, efficiently operating this service requires participation
by a significant number of dealerships.

These affinity group marketing partners typically offer products and services that are a component
of buying and owning a car, such as automotive financing and insurance. Our program has particular
value to these partners as the purchase of a car by one of their members is frequently accompanied by
additional consideration of the partner’s core products and services. For example, many USAA
members who purchase a car from a TrueCar Certified Dealer finance and insure that car with USAA.

As a result, these affinity group marketing partners conduct rigorous selection processes to provide
this service to their members. We typically enter into multi-year exclusive agreements with affinity
group partners, which includes payment of marketing fees, and offer our platform through their
websites to their members.

Affinity groups partner with TrueCar to extend our platform to their members under their own
brands along with TrueCar co-branding. We generally provide members of these groups with access to
the same benefits of the TrueCar website and our branded mobile applications, with the added
recognition of their affinity membership, and other benefits such as improved financing terms and
manufacturer incentives. Affinity partners also solicit feedback from their members on an ongoing basis
and we use this feedback to improve our services.

We also offer car-buying programs as an employee benefit directly to corporate customers, such as
Boeing and Verizon, and, indirectly, through employee benefit program administrators, to customers
such as Disney and Walmart.

Why automobile manufacturers use TrueCar

Automobile manufacturers, such as Mercedes-Benz, Fiat Chrysler Automobiles, BMW and General
Motors, use TrueCar to offer targeted incentives to consumers. This allows manufacturers to focus their
customer acquisition efforts through a direct and accountable marketing channel. The ability to offer
these incentives enables manufacturers to reach consumers that might otherwise purchase a car from a
competing manufacturer. We have found that consumers who visit our TrueCar website and affinity
group partner websites are more responsive to OEM incentive offerings than the general market. As a
result, we believe automakers can significantly increase the number of vehicles sold without increasing
their total incentive spending budget when they deploy that spending on TrueCar platforms. Further, as
we have grown our brand, unique visitors and prospects, TrueCar now offers automobile manufacturers
access to millions of in-market consumers. Generally, these manufacturers pay a per-vehicle fee to us
for this service.



Our value to the broader automotive market

We believe the broader automotive market benefits from the availability of transparent data. For
example, we forecast data on residual values of cars and provide this information on a subscription and
consultative basis. Leasing companies and manufacturers use this data to set lease rates. We believe
that our platform will enable us to offer additional products and services in the future that will benefit
additional participants in this market, including insurance companies and lenders.

The future of the TrueCar solution

In the future, we intend to introduce additional products and services to improve the car-buying
and car-ownership experience. For example, we are developing a vehicle trade-in solution called
TrueTrade to provide users with an estimated daily market value for their existing vehicles and
guaranteed trade-in price, which we believe will provide TrueCar Certified Dealers with access to
quality used vehicles to purchase. We also plan to develop products to provide users with upfront
financing and leasing information to provide a more convenient car buying experience. We are also in
the process of launching a number of new products and services for our dealers designed to enable
them to make better informed inventory management and pricing decisions and to close transactions
more efficiently.

Our Strengths

We believe that our platform offers a superior car-buying experience for our users and TrueCar
Certified Dealers. Our strengths include:

Accountable business model operating at scale with powerful network effects

We operate a pay-for-performance business model that allows in-market car buyers to interact with
our network of TrueCar Certified Dealers. In the year ended December 31, 2014, consumers using our
platform purchased over 600,000 vehicles from our network of TrueCar Certified Dealers. In addition,
our platform is adaptable on a state-by-state basis in response to the local regulatory environment. As
the number of vehicles purchased by our users from our network of TrueCar Certified Dealers
continues to grow, we believe the platform will become increasingly attractive to high-quality
automobile dealers. The addition of strategically selected, reputable dealers in turn allows us to
improve coverage by brand and market and enhance our offering for the consumer. Similarly, as more
in-market consumers utilize our platform, the incremental search, inventory and purchase information
generated will increase the utility of our data and analytics platform for all participants.

Nationwide network of TrueCar Certified Dealers representing all major makes sold in the U.S.

We have built our network of TrueCar Certified Dealers to provide broad nationwide coverage to
our users. Our network of over 10,000 TrueCar Certified Dealers consists primarily of new car
franchises representing all major makes of cars, as well as independent dealers. TrueCar Certified
Dealers operate in all 50 states as well as the District of Columbia. At December 31, 2014, our network
included dealers representing 40 of the top 50 national dealer groups. According to the Bureau of
Economic Analysis, or BEA, and Automotive News, 13.9 million new cars were sold in the United
States during 2014, excluding fleet sales. We estimate that 3.5% of these new car transactions were
completed between our users and TrueCar Certified Dealers.

To be a TrueCar Certified Dealer, dealers must agree to adhere to certain standards, including
providing upfront pricing information and honoring the Guaranteed Savings Certificate, where
available. Further, we hold dealers accountable to specific customer service standards. We also provide
ongoing training to our network of TrueCar Certified Dealers designed to increase close rates and
ensure a superior car-buying experience.
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Robust data and proprietary analytics platform

Our digital platform is powered by data and proprietary analytics. We synthesize historic and
real-time data from a multitude of automated feeds from a wide variety of public and private sources.
These sources include dealers, data aggregators, manufacturers, insurance companies, banks and
auction houses, as well as our own data on consumer behavior obtained from TrueCar managed
websites. This data repository contains a wide variety of information, including vehicle-specific
information on automotive transactions, vehicle registration records, consumer buying patterns and
behavior, demographic information, and macroeconomic data.

Our team of statisticians and data scientists has developed complex and proprietary algorithms to
transform this data into useable information that powers our platform and scales as traffic increases.
We present this data through our web and mobile user interfaces in an engaging and easy to
understand way for consumers and dealers.

Our platform also enables our pay-for-performance business model by identifying sales for which a
dealer generally pays us a fee only when a TrueCar user purchases a car or based on other
performance-based metrics, such as a specific number of vehicle sales or consumer introductions
expected to be generated over a subscription period. Our platform allows us to identify whether a sale
has occurred between a dealer and a TrueCar user by analyzing information provided to us by a variety
of data sources, including our affinity group marketing partners, third-party data aggregators and
dealers.

Long-term, strategic relationships with affinity groups

We have built long-term relationships with our affinity group marketing partners, including USAA,
Consumer Reports, AAA, American Express, and PenFed, for which we operate automobile buying
programs. We also offer car-buying programs as an employee benefit directly to corporate customers,
such as Boeing and Verizon, and, indirectly, through employee benefit program administrators, to
customers such as Disney and Walmart. These relationships are generally exclusive to us and are
featured prominently on the affinity group partner websites. We enhance affinity group members’
car-buying experience by providing additional benefits to them, such as facilitating the distribution and
promotion of targeted incentives from automobile manufacturers and special loan and financing offers.
We believe that affinity group members represent an attractive audience for our network of TrueCar
Certified Dealers because the affinity group or employment relationship creates a deeper level of
engagement between the in-market car buyer and the TrueCar Certified Dealer.

In May 2014, we entered into an extension of our affinity group marketing agreement with USAA,
extending the agreement through February 2020. As part of the agreement we issued USAA a warrant
to purchase up to 1,458,979 shares of the Company’s common stock, of which 392,313 shares have an
exercise price of $7.95 per share and 1,066,666 shares have an exercise price of $15.00 per share. The
warrant becomes exercisable based on the achievement of certain updated performance milestones tied
to the level of vehicle sales to USAA members through our auto buying platforms. The warrant shall
terminate on the earlier of the eighth anniversary of the date of issuance, the first anniversary of the
termination of the USAA car-buying program or the date on which we no longer operate the USAA
car-buying program. In addition pursuant to the agreement extension, we will provide USAA funding
for marketing support, including loan subvention programs with the total funding obligations being tied
to the level of vehicle sales to USAA members through our auto buying platforms.

Operations guided by insights derived from quantitative data analysis

We access consumer, dealer, and third-party data to power our platform. We view quantitative data
analysis as core to our culture, operations, and decision-making. We believe our quantitative analytical
capabilities enable us to derive insights into consumers and dealers that help inform several of our key
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areas of focus. These areas include sales matching, dealer network expansion, and product roadmap
prioritization. Sales matching, or linking the sale of a vehicle to a TrueCar user, is the key to
identifying cars bought by TrueCar users at a TrueCar Certified Dealer. We seek to selectively expand
our network of TrueCar Certified Dealers to optimize coverage based on analysis of historical
consumer search and shopping behavior. New products, such as our targeted incentives program, are a
direct result of utilizing the insights gained from our interaction with consumers and dealers. In
general, our business intelligence organization is responsible for tracking internal performance metrics,
gleaning insights, and helping to improve our operations.

Visionary management team with extensive automotive expertise

Our Founder and Chief Executive Officer, Scott Painter, is a pioneer in the online automotive
industry, having founded CarsDirect, one of the industry’s first successful online automotive businesses.
A team of experienced senior executives, with management backgrounds at automotive manufacturers
and retailers, online automotive marketing firms, state dealer associations, Internet companies, and
financial institutions, augments his leadership.

Growth Strategy

We are in the early stages of pursuing our mission to transform car-buying for consumers and the
industry. Key elements of our growth strategy are:

Expand the number of visitors to our platform

In December 2014, we had approximately 5.0 million unique visitors to our platform. Consumers
visit our platform via two major channels: (i) the TrueCar website and our branded mobile applications
and (ii) our network of affinity group marketing partners whose online car-buying programs we
manage. We intend to grow traffic to our website and TrueCar branded mobile experience by building
our brand through marketing campaigns that emphasize the value of trust and transparency in the
car-buying process and the benefits of transacting with TrueCar Certified Dealers. We also plan to
leverage a variety of media to reach potential consumers including television and radio. We will also
utilize digital acquisition strategies and social media to build our brand and drive traffic growth. We
intend to grow affinity group marketing partner traffic by creative marketing programs, such as
subsidizing interest rates on loans, and providing other incentives from third parties that deliver a
tangible economic benefit to transacting members, increasing awareness of the car-buying program
among the members of our affinity group partners and adding new affinity group marketing partners
that bring additional users to our platform.

Improve the user experience

We seek to transform the car buying experience by empowering consumers to control the entire
transaction using their mobile devices. We continue to increase the number of transactions between
users of our platform and TrueCar Certified Dealers through a variety of methods, including,
consistently evaluating and improving our products to enhance the user experience, engaging users with
relevant content about car pricing, available incentives and other benefits in real time via their mobile
devices, and expanding and improving the geographic coverage of our network of TrueCar Certified
Dealers. In addition, we continuously seek to enhance our Dealer Certification and Training programs
focused on delivering a superior consumer experience. As we continue to improve the user experience
on our platform, we believe that our network of TrueCar Certified Dealers will increase the likelihood
of a sale to these consumers.
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Expand monetization opportunities

Over time, we intend to increase monetization opportunities by introducing additional products
and services to improve the car-buying experience as well as by working more closely with automobile
manufacturers. For example, we are developing a vehicle trade-in solution called TrueTrade to provide
users with an estimated daily market value for their existing cars and guaranteed trade-in price, which
we believe will provide TrueCar Certified Dealers with access to quality used vehicles to purchase. We
have also developed and will soon launch Live Prospect, a tool that enables OEMs to make private,
one-on-one offers to consumers deep in the shopping process on our platform.
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Products and Services
Consumer

We believe consumers choose the TrueCar website and our branded mobile applications and our
affinity group marketing partner websites to simplify the car-buying process and to achieve confidence
in the pricing information they receive for a car. We present relevant market data to consumers,
including information about pricing for specific makes and models of cars in their area. We provide
access to our platform and its robust data at no cost to the consumer. Consumers interface with us via
our website and our TrueCar branded mobile applications and affinity group marketing partner
websites.

The following are key elements of our consumer experience:

Market pricing data. Through our websites and mobile applications, a consumer selects a vehicle,
adds desired options and inputs a ZIP code. In most instances, we then present the consumer with the
TrueCar Curve, a graphical distribution of what others paid for the same make and model of car.
Within this distribution, we include MSRP, factory invoice, and average price paid for that make and
model in the consumer’s local market. We generally provide consumers with our TrueCar Estimate,
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which is based on data relevant to the consumer’s configured vehicle. This information enables the
consumer to evaluate a potential price in the context of broader market data.
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Dealer interface. 1f the consumer elects to move forward, she registers with TrueCar. Upon
registration, the consumer is generally presented with up to three estimated prices and available
guaranteed savings off MSRP from the TrueCar Certified Dealers that are displayed to the consumer,
based on algorithms that weigh several factors, including proximity of the dealer to the consumer,
vehicle selection, price and consumer experience scores. In addition to the estimated prices and
available guaranteed savings, the consumer is provided with information about the dealers, such as
distance to each dealership, any additional services offered at each dealer, and in most instances, an
estimated monthly payment based on each TrueCar Estimate price. At this stage, the dealers are still
anonymous to the consumer and no information has been shared with the dealer about the consumer.

Return to Price Report

2015 Toyota Camry TrueCar Certified Dealer Pricing near sania Monica, cA MsRP: $23,795
@ Lock in these savings and let TrueCar

Certified Dealers find the car for you.

€) See what others paid Vg \View dealer pricing © Get your certificates

D STIMATED

Dealer Drive Time Porks Loan Payment ©® Savings off MSRP © TRUECar. Estimate ®
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Price certificate. In most instances, after reviewing the estimated pricing and available guaranteed
savings off MSRP provided by dealers, the consumer may elect to receive a Guaranteed Savings
Certificate from each of the selected dealers by providing contact information to such dealers. This
certificate entitles the consumer to the stated amount of guaranteed savings off MSRP for the
consumer’s selected make and model. While the certificate presents estimated pricing information for
the consumer’s configured vehicle, the certificate entitles the consumer to receive a guaranteed
minimum savings amount off MSRP on any vehicle of that particular make and model that the dealer

16



has available for sale. Consumers typically present this certificate to the dealer when consummating the
purchase.

Culver City Toyota

(1)2 8 4 5 6

TRUECar.

Guaranteed Savings Certificate

AUTHORIZED FOR

Veronica Star

Culver City Toyota will provide Veronica Star
access to Guaranteed Savings on in-stock new
vehicles.

942DRO

CREATED 02/26/2015

Certificate redeemable by
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Dealer

Our network of TrueCar Certified Dealers interfaces with our platform primarily through our
Dealer Portal, an application that can be accessed online or using a mobile device. The Dealer Portal
enables them to assess the competitiveness of their vehicle pricing relative to their market, enter
vehicle pricing, manage users, create custom detailed offers based on vehicles in stock, update their
dealership profile, access online training, review invoices, and assess their profit on cars they sell. Our
TrueCar Certified Dealers generally must provide us access to their transaction and inventory data
located in the software used to run their dealerships, commonly known as their Dealer Management
System, or DMS. Our platform typically updates dealer records on a daily basis, ensuring this
information stays current.

TRUECHr ¢ Pricing v Prospects Profile v Training My Account v & Bill Cooper &
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New Cars 16.05% 36 55 Week Last 30 Days YTD

close rate sales 1 5 73 125
17.65% 5 3 . 1 0 0
Usoch Gare clsasrats suies Feb (64) Jan (61) Dec (68)

Below Great Good Above Unpriced
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10 TrueCar Dealer Best Practices
‘ TrueCar Dealer Newsletter Q1 2015
Watch TrueCar CEO Scott Painter TrueCar Dealer Newsletter Q4 2014
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World Congress 2015 s TrueCar Dealer Newsletter Q2 2014
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smartphone-based mobile technology and TrueCar's

efforts to increase the efficiency of incentive spending
for automakers.

WERLD LONGRESS

JANUARY 13-14°2015 ¢ DETROIT

Click on the video to watch the presentation.

ContactUs | TermsofService | PrivacyPolicy | View Mobile Sitel

Pricing tools. The Pricing Manager provides dealers with a single interface to assess the
competiveness of their vehicle pricing relative to their market and set pricing on all makes and models
they offer for sale. The Sales Analyzer helps dealers better understand how their pricing for recently
sold vehicles compares to the market, whether or not the customer transaction was with one of our
users.

Closing tools. The Offer Tool helps dealers create custom detailed offers based on vehicles in
stock. The Dealership Profile enables dealers to identify their selling benefits to customers, including
salesperson names and pictures, dealership makes, hours of operation and website and social media
links.
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Training tools. 'The TrueCar Dealer Training System combines videos and interactive tests to help
dealers better understand and more effectively use our various products.

Manufacturers

We enable manufacturers to target consumers based on membership in an affinity group,
demographic data and other criteria. By integrating this process into our platform, manufacturers
provide consumers the ability to generate a unique coupon that can be redeemed and validated at any
dealership across the country in connection with the purchase of a new car. By tracking these incentives
in their own reporting systems, manufacturers can account directly for this method of reaching
consumers. These manufacturers pay a per-vehicle fee to us for this service.
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Used car listings

For consumers looking to purchase a used car, we provide an aggregated listing of used vehicles in
their local marketplace. These listings are consolidated from variety of sources, including our network
of TrueCar Certified Dealers. In addition to displaying stated information made available by the seller
about the pricing and condition of car, we provide consumers with information related to the value of
other cars of the same make, model, year and stated condition in the market. At our website, the user
can contact the seller, identifying herself as a TrueCar user, to initiate communications that may
ultimately result in a completed transaction.
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Automotive Lease Guide

We forecast data on residual values of cars and provide this information on a subscription and
consultative basis via Automotive Lease Guide, or ALG, our wholly-owned subsidiary. Automotive
manufacturers, lenders, lessors, dealers, and software providers use information from ALG to
determine the residual value of an automobile at given points in time in the future. These residual
values are used to underwrite automotive loans and leases to determine payments by consumers. In
addition, financial institutions use this information to measure exposure and risk across loan, lease, and
fleet portfolios.

Insurance

We offer insurers FastTrack, a toolset that allows claims representatives to refer consumers who
have experienced a vehicle total loss event, when the insurer estimates the repair cost to exceed the
replacement value of the vehicle, to our car-buying program. We first introduced this service in 2008.

Sales and Marketing
Consumer marketing

We reach consumers through the TrueCar website and our branded mobile applications and
websites we maintain for our affinity group marketing partners. Our marketing is focused on building
the TrueCar brand. The key tenets of our brand are providing transparent market price information
and a hassle-free car-buying experience at a TrueCar Certified Dealer. We divide our marketing spend
between traditional media sources, such as television and radio, and digital media. Our consumer brand
awareness efforts are aided by the fact that we are quoted in various media outlets from time to time
as a recognized industry authority on automotive retail and online data forecasting.

We also support initiatives for our affinity group marketing partners, including USAA, Consumer
Reports, AAA, American Express, and PenFed. These initiatives are designed to promote awareness of
the organizations’ car-buying programs among their memberships through a variety of media, including
email, direct mail, website development, print, online advertising, Internet search engine marketing,
Internet search engine optimization, and social networking.

Dealer engagement and industry relations

Our dealer sales force is responsible for managing our network of TrueCar Certified Dealers,
optimizing our TrueCar Certified Dealer coverage across brands and geographies and for providing
onboarding and dealer support. Our sales force helps dealers grow their businesses by regularly
providing data-driven insights on inventory management and pricing.

Our ability to understand the needs of, actively listen to, and collaborate with our network of
TrueCar Certified Dealers is crucial to our success. Many of our dealer sales force employees have
worked at dealerships or OEMs. In response to feedback from our dealer network, in 2012 we formed
an advisory panel of influential dealers to regularly meet with our senior management team to provide
updates and opinions on how to improve our role in the car selling experience for dealers.

Competition

The automotive retail industry is highly competitive and fragmented. Consumers use a variety of
online and offline sources to research vehicle information, obtain vehicle pricing information and
identify dealers. In addition, dealers use a variety of marketing channels to promote themselves to
consumers.
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Competition for consumer awareness

We compete to attract consumers directly to our TrueCar.com website and mobile applications
primarily on the basis of the quality of the consumer experience; the breadth, depth and accuracy of
information; brand awareness and reputation.

Our principal competitors for consumer awareness include:

* Online automotive classified listings sites such as AutoTrader.com, Cars.com, CarGurus.com, and
eBay Motors;

* Online automotive content publishers such as Edmunds.com, KBB.com, and Autobytel.com;
* Internet search engines such as Google, Bing, and Yahoo;
* online sites operated by automobile manufacturers, such as General Motors and Ford;

* membership-based car-buying services, such as the Costco Auto Program, enabling members to
purchase cars from affiliated dealers at preferential terms; and

* offline automotive classified listings, such as trade periodicals and local newspapers.

Competition for car dealer marketing spend

We compete for a share of car dealers’ overall marketing expenditures within online and offline
media marketing channels. We compete primarily on the basis of the transaction-readiness of our users;
the efficiency of customer acquisition as compared to alternative methods; the accountability and
measurability of our service; product features, analytics and tools; dealer support; and the size of our
prospective car buyer audience. Other businesses also derive a majority of their revenue by offering
consumer marketing services to dealers. These companies include listings, information, lead generation
and car-buying services, and compete with us for dealer marketing spend.

Our principal competitors for car dealer marketing spend include:

* online automotive content publishers such as Edmunds.com and KBB.com selling impression-
based display advertising, and online automotive classified listing sites such as AutoTrader.com
and Cars.com selling inventory-based subscription billing;

* Lead Generators such as Autobytel.com selling pay-per-lead advertising;
* Internet search engines such as Google selling cost-per-click advertising; and

¢ offline media, including newspaper, outdoor advertising, radio, television and direct mail.

Technology

We have designed our technology infrastructure, website and products to provide consumers,
dealers and other parties with the information they need to effect a successful car purchase. We deliver
this information through a reliable, secure, scalable and locally-adaptable web-based information and
communications platform. This platform is accessed by consumers through the TrueCar website and our
branded mobile applications and affinity group marketing partner websites and by dealers through our
software tools available on our Dealer Portal. Supporting each of these user interfaces are advanced
systems for processing and analyzing automotive data, including features such as vehicle configurators
and predictive consumer behavior modeling, as well as our proprietary matching algorithm to compare
our transaction-based data sources with our record of online users for processing and billing. We use a
combination of open source and licensed software running on optimized hardware, which allows for
cost-effective, flexible development.

Our data is housed in two scalable, geographically redundant data center co-location facilities in
Los Angeles and Chicago. We have adopted a centralized approach to quality assurance and testing for
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our platform and all products aimed at enhancing consumer and dealer experiences while seeking to
optimize availability, scalability, security and performance.

Intellectual Property

We protect our intellectual property through a combination of patents, copyrights, trademarks,
service marks, domain names, trade secret laws, confidentiality procedures and contractual restrictions.

At December 31, 2014, we had 15 U.S. issued patents, 38 pending U.S. patent applications,
2 issued foreign patents, and 17 pending foreign patent applications. The issued and allowed patents
begin expiring in September 2029 through August 2032. We intend to pursue additional patent
protection to the extent we believe it would be beneficial to our competitive position.

We have a number of registered and unregistered trademarks. We registered “TrueCar,” the
TrueCar logo, various TRUE marks and other marks as trademarks in the U.S. and several other
jurisdictions. We also have filed trademark applications for ALG and others in the U.S. and other
jurisdictions, and will pursue additional trademark registrations to the extent we believe it would be
beneficial to our competitive position.

In addition to the protection provided by our intellectual property rights, we enter into
confidentiality and proprietary rights agreements with our employees, consultants, contractors, and
business partners. Our employees and contractors are also subject to invention assignment agreements.
We further control the use of our proprietary technology and intellectual property through provisions in
both our general and product-specific terms of use on our website.

Regulatory Matters

Various aspects of our business are or may be subject to U.S. federal and state regulation. In
particular, the advertising and sale of new or used motor vehicles is highly regulated by the states in
which we do business. Although we do not sell motor vehicles, the dealers from which we derive a
significant portion of our revenues do sell motor vehicles. Moreover, state regulatory authorities or
other third parties could take and, on some occasions, have taken the position that some of the
regulations applicable to dealers or to the manner in which motor vehicles are advertised and sold
generally are directly applicable to our business model.

For example, we received an Investigative Demand, dated October 30, 2013, from the Oregon
Attorney General (the “Oregon Inquiry”) requesting information regarding potential noncompliance
with the Oregon Unlawful Trade Practices Act. We cooperated with the Oregon Department of Justice
in an effort to reach consensual resolution of the issues raised by the Oregon Inquiry without making
material, unfavorable adjustments to our business practices or user experience in Oregon. We believe
we have responded fully to all information requests received in connection with the Oregon Inquiry. No
material, unfavorable adjustments to our business practices or user experience in Oregon have been
requested or made in connection with the Oregon Inquiry.

We received a letter dated May 5, 2014 from the Consumer Protection Division of the Mississippi
Attorney General’s Office (the “Mississippi AG Inquiry”’) suggesting that we may be acting unlawfully
as an auto broker in Mississippi. We cooperated with the Mississippi Attorney General’s office in an
effort to reach consensual resolution of the issues raised by the Mississippi AG Inquiry without making
material unfavorable adjustments to our business practices or user experience in Mississippi. We believe
we have responded fully to all information requests received in connection with the Mississippi AG
Inquiry. No material, unfavorable adjustments to our business practices or user experience in
Mississippi have been requested or made in connection with the Mississippi AG Inquiry.

More recently, we learned that on or around November 17, 2014, the Mississippi Motor Vehicle
Commission (the “MMVC”) sent a letter to Mississippi dealers suggesting that we may be acting
unlawfully as an auto broker in Mississippi (the “MMVC Letter”). We intend to engage in a dialogue
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with the MMVC in an effort to reach consensual resolution of the issues raised by the MMVC Letter
without making material, unfavorable adjustments to our business practices or user experience in
Mississippi.

In order to operate in this highly regulated environment, we have developed our products and
services with a view toward appropriately managing the risk that our regulatory compliance or the
regulatory compliance of the dealers in our dealer network could be challenged. If, and to the extent
that, our products and services fail to satisfy relevant regulatory requirements, our business or our
TrueCar Certified Dealers could be subject to significant civil and criminal penalties, including fines, or
the award of significant damages in class action or other civil litigation, as well as orders interfering
with our ability to continue providing our products and services in certain states.

Given the regulatory environment in which we and our participating dealers operate, in designing
our products and services, we have focused considerable attention on two areas of state regulation:
state advertising regulations and state brokering or “bird-dogging” regulations. With respect to
advertising, we believe that most of the content displayed on the websites we operate does not
constitute advertising for the sale of new motor vehicles. Nevertheless, we endeavor to design the
content such that it would comply insofar as practicable with state advertising regulations if and to the
extent that the content is considered to be new vehicle sales advertising. With respect to state brokering
or “bird-dogging” regulations, we have designed our products and services in a manner that aims to
avoid the applicability of those regulations.

Our efforts to design products and services in a manner that appropriately manages the regulatory
compliance risk for our business and our participating dealers are complicated by the fact that the
related automotive sales and marketing laws vary from state to state, and even within a given state, are
frequently susceptible to multiple interpretations. These laws were generally developed decades before
the emergence of the Internet, are subject to significant revision or modification, and the manner in
which they should be applied to our business model is frequently open to question. As a practical
matter, state automobile dealer associations often have considerable influence over the construction of
these laws by the relevant state regulatory authorities. Accordingly, in addition to our dialogues with
relevant state agencies, we interface on a regular basis with representatives from automobile dealer
associations in order to take their views into account as we continually update our products and
services. The specific manner in which we have designed our products and services in an effort to
manage state regulatory compliance concerns for us and our network of TrueCar Certified Dealers is
the result of extensive analysis, which has required the investment of substantial resources that we
believe represents a valuable asset of our business. However, we cannot assure you that we will be able
to successfully comply with current or future regulations to which our business may be subject.

Employees

At December 31, 2014, we had 463 full-time employees at locations in Santa Monica, Santa
Barbara, Austin and San Francisco. We also engage a number of temporary employees and consultants
to support our operations. None of our employees are represented by a labor union or subject to a
collective bargaining agreement. We have not experienced any work stoppages, and we consider our
relations with our employees to be good.

Available Information

Our internet address is www.true.com. Our investor relations website is located at
http://ir.true.com/. We make our Securities and Exchange Commission (“SEC”) periodic reports
(Form 10-Q and Forms 10-K) and current reports (Forms 8-K), and amendments to these reports,
available free of charge through our website as soon as reasonably practicable after they are filed
electronically with the SEC. We may from time to time provide important disclosures to investors by
posting them in the investor relations section of our website, as allowed by SEC rules.
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Materials we file with the SEC may be read and copied at the SEC’s Public Reference Room at
100 F Street, N.E., Washington, D.C. 20549. Information on the operation of the Public Reference
Room may be obtained by calling the SEC at 1-800-SEC-0330. The SEC also maintains an Internet
website at www.sec.gov that contains reports, proxy and information statements, and other information
regarding our company that we file electronically with the SEC.

Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should consider carefully the risks
and uncertainties described below, together with all of the other information in this report, including our
consolidated financial statements and related notes, and Part II, Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” before making an investment in our common
stock. If any of the following risks is realized, our business, financial condition, operating results and
prospects could be materially and adversely affected. In that event, the trading price of our common stock
could decline and you could lose part or all of your investment. Additional risks and uncertainties not
presently known to us or not believed by us to be material could also impact us.

Risks Related to Our Business and Industry

If key industry participants, including car dealers and automobile manufacturers, perceive us in a negative
light or our relationships with them suffer harm, our ability to grow and our financial performance may be
damaged.

Our primary source of revenue consists of fees paid by TrueCar Certified Dealers to us in
connection with the sales of automobiles to our users. In addition, our value proposition to consumers
depends on our ability to provide pricing information on automobiles from a sufficient number of
automobile dealers by brand and in a given consumer’s geographic area. If our relationships with our
network of TrueCar Certified Dealers suffer harm in a manner that leads to the departure of these
dealers from our network, then our revenue and ability to maintain and grow unique visitor traffic will
be adversely affected.

At the end of 2011 and the beginning of 2012, due to certain regulatory and publicity-related
challenges, many dealers cancelled their agreements with us and our franchise dealer count fell from
5,571 at November 30, 2011 to 3,599 at February 28, 2012.

TrueCar Certified Dealers have no contractual obligation to maintain their relationship with us.
Accordingly, these dealers may leave our network at any time or may develop or use other products or
services in lieu of ours. Further, while we believe that our service provides a lower cost, accountable
customer acquisition channel, dealers may have difficulty rationalizing their marketing spend across
TrueCar and other channels, which potentially has the effect of diluting our dealer value proposition. If
we are unable to create and maintain a compelling value proposition for dealers to become and remain
TrueCar Certified Dealers, our dealer network would not grow and may begin to decline.

In addition, although the automobile dealership industry is fragmented, a small number of groups
have significant influence over the industry. These groups include state and national dealership
associations, state regulators, car manufacturers, consumer groups, individual dealers and consolidated
dealer groups. To the extent that these groups believe that automobile dealerships should not partner
with us, this belief may become quickly and widely shared by automobile dealerships and we may lose a
significant number of dealers in our network. A significant number of automobile dealerships are also
members of larger dealer groups, and to the extent that a group decides to leave our network, this
decision would typically apply to all dealerships within the group.

Furthermore, automobile manufacturers may provide their franchise dealers with financial or other
marketing support, provided that such dealers adhere to certain marketing guidelines. Automobile
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manufacturers may determine that the manner in which certain of their franchise dealers use our
platform is inconsistent with the terms of such marketing guidelines, which determination could result
in potential or actual loss of the manufacturers’ financial or other marketing support to the dealers
whose use of the platform is deemed objectionable. The potential or actual loss of such marketing
support may cause such dealers to cease being members of our TrueCar Certified Dealer network,
which may adversely affect our ability to maintain or grow the number of dealers in our network or the
revenue derived from those dealers.

We cannot assure you that we will maintain strong relationships with the dealers in our network of
TrueCar Certified Dealers or that we will not suffer dealer attrition in the future. We may also have
disputes with dealers from time to time, including relating to the collection of fees from them and
other matters. We may need to modify our products, change pricing or take other actions to address
dealer concerns in the future. If a significant number of these automobile dealerships decided to leave
our network or change their financial or business relationship with us, then our business, growth,
operating results, financial condition and prospects would suffer. Additionally, if we are unable to add
dealers to our network, our growth could be impaired.

Our recent, rapid growth may not be indicative of our future growth and, if we continue to grow rapidly, we
may not be able to manage our growth effectively.

Our revenue grew from $38.1 million in 2010 to $206.6 million in 2014. We expect that, in the
future, as our revenue increases, our rate of growth will decline. In addition, we will not be able to
grow as fast or at all if we do not accomplish the following:

* maintain and grow our affinity group marketing partner relationships;

* increase the number of users of our products and services, and in particular the number of
unique visitors to the TrueCar website and our branded mobile applications;

* maintain and expand our dealer network;

e further improve the quality of our existing products and services, and introduce high quality new
products and services;

* increase the number of transactions between our users and TrueCar Certified Dealers; and
e introduce third party ancillary products and services.

We may not successfully accomplish any of these objectives. We plan to continue our investment in
future growth. We expect to continue to expend substantial financial and other resources on:

* marketing and advertising, including a significant increase to our television advertising
expenditures;

e product development; including investments in our product development team and the
development of new products and new features for existing products; and

* general administration, including legal, accounting and other compliance expenses related to
being a public company.

In addition, our historical rapid growth has placed and may continue to place significant demands
on our management and our operational and financial resources. We have also experienced significant
growth in the number of users of our platform as well as the amount of data that we analyze. As we
continue to grow, we expect to hire additional personnel. Finally, our organizational structure is
becoming more complex as we add additional staff, and we will need to improve our operational,
financial and management controls as well as our reporting systems and procedures. We will require
significant capital expenditures and the allocation of valuable management resources to grow and
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change in these areas without undermining our corporate culture of rapid innovation, teamwork and
attention to the car-buying experience for the consumer and the economics of the dealer.

We may be unable to maintain or grow relationships with information data providers or may experience
interruptions in the data feeds they provide, which may limit the information that we are able to provide to
our users and dealers as well as the timeliness of such information and may impair our ability to attract or
retain consumers and TrueCar Certified Dealers and to timely invoice our dealers.

We receive automobile purchase data from many third-party data providers, including our network
of TrueCar Certified Dealers, DMS data feed providers, data aggregators and integrators, survey
companies, purveyors of registration data and our affinity group marketing partners. In the states in
which we employ a pay-per-sale billing model, we use this data to match purchases with users that
obtained a Guaranteed Savings Certificate from a TrueCar Certified Dealer so that we may collect a
transaction fee from those dealers and recognize revenue from the related transactions.

From time to time, we experience interruptions in one or more data feeds that we receive from
third-party data providers, particularly DMS system data feed providers, in a manner that affects our
ability to timely invoice the dealers in our network. These interruptions may occur for a number of
reasons, including changes to the software used by these data feed providers and difficulties in
renewing our agreements with third-party data feed providers. In the states in which we employ a
pay-per-sale billing model, an interruption in the data feeds that we receive may affect our ability to
match automobile purchases with users that obtained a Guaranteed Savings Certificate from a TrueCar
Certified Dealer, thereby delaying our submission of an invoice to an automobile dealer in our network
for a given transaction and delaying the timing of cash receipts from the dealer. The redundancies of
data feeds received from multiple providers may not result in sufficient data to match automobile
purchases with users that obtained a Guaranteed Savings Certificate from a TrueCar Certified Dealer.
In the case of an interruption in our data feeds, our billing structure may transition to a subscription
model for automobile dealers in our network until the interruption ceases. However, our subscription
billing model may result in lower revenues during an interruption and, when an interruption ceases, we
are not always able to retroactively match a transaction and collect a fee. In addition, our likelihood of
collection of the fee owed to us for a given transaction decreases for those periods in which we are
unable to submit an invoice to automobile dealers. Interruptions which occur in close proximity to the
end of a given reporting period could result in delays in our ability to recognize those transaction
revenues in that reporting period and these short falls in transaction revenue could be material to our
operating results.

We have operated our business at scale for a limited period of time and we cannot predict whether we will
continue to grow. If we are unable to successfully respond to changes in the market, our business could be
harmed.

Our business has grown rapidly as users and automobile dealers have increasingly used our
products and services. However, our business is relatively new and has operated at a substantial scale
for only a limited period of time. Given this limited history, it is difficult to predict whether we will be
able to maintain or grow our business. We expect that our business will evolve in ways which may be
difficult to predict. For example, we anticipate that over time we may reach a point when investments
in new user traffic are less productive and the continued growth of our revenue will require more focus
on increasing the number of transactions from which we derive revenue. It is also possible that car
dealers could broadly determine that they no longer believe in the value of our services. In the event of
these or any other developments, our continued success will depend on our ability to successfully adjust
our strategy to meet the changing market dynamics. If we are unable to do so, our business could be
harmed and our results of operations and financial condition could be materially and adversely
affected.

26



We have a history of losses and we may not achieve or maintain profitability in the future.

We have not been profitable since inception and had an accumulated deficit of $211.0 million at
December 31, 2014. From time to time in the past, we have made significant investments in our
operations which have not resulted in corresponding revenue growth and, as a result, increased our
losses. We expect to make significant future investments to support the further development and
expansion of our business and these investments may not result in increased revenue or growth on a
timely basis or at all. In addition, as a public company, we will incur significant legal, accounting and
other expenses that we did not incur as a private company. As a result of these increased expenditures,
we have to generate and sustain increased revenue to achieve and maintain profitability.

We may incur significant losses in the future for a number of reasons, including slowing demand
for our products and services, increasing competition, weakness in the automobile industry generally, as
well as other risks described in herein, and we may encounter unforeseen expenses, difficulties,
complications and delays, and other unknown factors. If we incur losses in the future, we may not be
able to reduce costs effectively because many of our costs are fixed. In addition, to the extent that we
reduce variable costs to respond to losses, this may affect our ability to acquire consumers and dealers
and grow our revenues. Accordingly, we may not be able to achieve or maintain profitability and we
may continue to incur significant losses in the future, and this could cause the price of our common
stock to decline.

The loss of a significant affinity group marketing partner or a significant reduction in the number of cars
purchased from our TrueCar Certified Dealers by members of our affinity group marketing partners would
reduce our revenue and harm our operating results.

Our financial performance is substantially dependent upon the number of automobiles purchased
from TrueCar Certified Dealers by users of the TrueCar website and our branded mobile applications
and the car-buying sites we maintain for our affinity group marketing partners. Currently, a majority of
the automobiles purchased by our users were matched to the car-buying sites we maintain for our
affinity group marketing partners. As a result, our relationships with our affinity group marketing
partners are critical to our business and financial performance. However, several aspects of our
relationship with affinity groups might change in a manner that harms our business and financial
performance, including:

* affinity group marketing partners might terminate their relationship with us or make such
relationship non-exclusive, resulting in a reduction in the number of transactions between users
of our platform and TrueCar Certified Dealers;

* affinity group marketing partners might de-emphasize the automobile buying programs within
their offerings, resulting in a decrease in the number of transactions between their members and
our TrueCar Certified Dealers; or

* the economic structure of our agreements with affinity group marketing partners might change,
resulting in a decrease in our operating margins on transactions by their members.

A significant change to our relationships with affinity group marketing partners may have a
negative effect on our business in other ways. For example, the termination by an affinity group
marketing partner of our relationship may create the perception that our products and services are no
longer beneficial to the members of affinity groups or a more general negative association with our
business. In addition, a termination by an affinity group marketing partner may result in the loss of the
data provided to us by them with respect to automobile transactions. This loss of data may decrease the
quantity and quality of the information that we provide to consumers and may also reduce our ability
to identify transactions for which we can invoice dealers. If our relationships with affinity group
marketing partners change our business, revenue, operating results and prospects may be harmed.
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Any adverse change in our relationship with United Services Automobile Association, or USAA, could harm
our business.

The single largest source of user traffic from our affinity group marketing partners comes from the
program we operate for USAA, and USAA is our largest single stockholder. At December 31, 2014
USAA held 14,493,337 shares of common stock, which represents 18.2% of our outstanding common
stock at December 31, 2014. In 2014, nearly 206,000 units, or 34.0% of all units purchased by users
from TrueCar Certified Dealers, were matched to users of the car-buying site we maintain for USAA.
We define units as the number of automobiles purchased by our users from TrueCar Certified Dealers
through the TrueCar website and our branded mobile applications or the car buying sites we maintain
for our affinity group marketing partners. As such, USAA has a significant influence on our operating
results.

In May 2014, we entered into an extension of our affinity group marketing agreement with USAA
that extends through February 13, 2020, but we cannot assure you that our agreement with USAA will
be extended at the expiration of the current agreement on terms satisfactory to us, or at all. In
addition, USAA has broad discretion in how the car-buying site we maintain for USAA is promoted
and marketed on its own website. Changes in this promotion and marketing has in the past and may in
the future adversely affect the volume of user traffic we receive from USAA. Changes in our
relationship with USAA or its promotion and marketing of our platform could adversely affect our
business and operating results in the future.

We are subject to a complex framework of federal and state laws and regulations primarily concerning vehicle
sales, advertising and brokering, many of which are unsettled, still developing and contradictory, which have
in the past, and could in the future, subject us to claims, challenge our business model or otherwise harm our
business.

Various aspects of our business are or may be subject, directly or indirectly, to U.S. federal and
state laws and regulations. Failure to comply with such laws or regulations may result in the suspension
or termination of our ability to do business in affected jurisdictions or the imposition of significant civil
and criminal penalties, including fines or the award of significant damages against us and our TrueCar
Certified Dealers in class action or other civil litigation.

State Motor Vehicle Sales, Advertising and Brokering Laws

The advertising and sale of new or used motor vehicles is highly regulated by the states in which
we do business. Although we do not sell motor vehicles, state regulatory authorities or third parties
could take the position that some of the regulations applicable to dealers or to the manner in which
motor vehicles are advertised and sold generally are directly applicable to our business. If our products
and services are determined to not comply with relevant regulatory requirements, we or our TrueCar
Certified Dealers could be subject to significant civil and criminal penalties, including fines, or the
award of significant damages in class action or other civil litigation as well as orders interfering with
our ability to continue providing our products and services in certain states. In addition, even absent
such a determination, to the extent dealers are uncertain about the applicability of such laws and
regulations to our business, we may lose, or have difficulty increasing the number of, TrueCar Certified
Dealers in our network, which would affect our future growth.

Several states in which we do business have laws and regulations that strictly regulate or prohibit
the brokering of motor vehicles or the making of so-called “bird-dog” payments by dealers to third
parties in connection with the sale of motor vehicles through persons other than licensed salespersons.
If our products or services are determined to fall within the scope of such laws or regulations, we may
be forced to implement new measures, which could be costly, to reduce our exposure to those
obligations, including the discontinuation of certain products or services in affected jurisdictions.
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Additionally, such a determination could subject us or our TrueCar Certified Dealers to significant civil
or criminal penalties, including fines, or the award of significant damages in class action or other civil
litigation.

In addition to generally applicable consumer protection laws, many states in which we do business
have laws and regulations that specifically regulate the advertising for sale of new or used motor
vehicles. These state advertising laws and regulations are frequently subject to multiple interpretations
and are not uniform from state to state, sometimes imposing inconsistent requirements on the
advertiser of a new or used motor vehicle. If the content displayed on the websites we operate is
determined or alleged to be inaccurate or misleading, under motor vehicle advertising laws, generally
applicable consumer protection laws, or otherwise, we could be subject to significant civil and criminal
penalties, including fines, or the award of significant damages in class action or other civil litigation.
Moreover, such allegations, even if unfounded or decided in our favor, could be extremely costly to
defend, could require us to pay significant sums in settlements, and could interfere with our ability to
continue providing our products and services in certain states.

From time to time, certain state authorities and dealer associations have taken the position that
aspects of our products and services violate state brokering, bird-dog, or advertising laws. When such
allegations have arisen, we have endeavored to resolve the identified concerns on a consensual and
expeditious basis, through negotiation and education efforts, without resorting to the judicial process. In
certain instances, we have nevertheless been obligated to suspend all or certain aspects of our business
operations in a state pending the resolution of such issues, the resolution of which included the
payment of fines in 2011 and 2012 in the aggregate amount of approximately $26,000. For example, in
the beginning of 2012, following implementation of our first nationwide television advertising campaign,
state regulatory inquiries with respect to the compliance of our products and services with state
brokering, bird-dog, and advertising laws intensified to a degree not previously experienced by us.
Responding to and resolving these inquiries, as well as our efforts to ameliorate the related adverse
publicity and loss of TrueCar Certified Dealers from our network, resulted in decreased revenues and
increased expenses and, accordingly, increased our losses during much of 2012.

In October 2013, we received an Investigative Demand from the Oregon Attorney General (the
“Oregon Inquiry”) requesting information regarding potential noncompliance with the Oregon
Unlawful Trade Practices Act. We are cooperating with the Oregon Department of Justice in an effort
to reach consensual resolution of the issues raised by the Oregon Inquiry without making material,
unfavorable adjustments to our business practices or user experience in Oregon. We cannot assure you
that these efforts will be successful.

More recently, in May 2014, we received a letter from the Consumer Protection Division of the
Mississippi Attorney General’s Office (the “Mississippi AG Inquiry”) suggesting that we may be acting
unlawfully as an auto broker in Mississippi. We cooperated with the Mississippi Attorney General’s
office in an effort to reach consensual resolution of the issues raised by the Mississippi AG Inquiry
without making material unfavorable adjustments to our business practices or user experience in
Mississippi. We believe we have responded fully to all information requests received in connection with
the Mississippi AG Inquiry. No material, unfavorable adjustments to our business practices or user
experience in Mississippi have been requested or made in connection with the Mississippi AG Inquiry,
but we cannot assure you that such adjustments will not be requested or made in the future.

Still more recently, in November 2014, we learned that, on or around November 17, 2014, the
Mississippi Motor Vehicle Commission (the “MMVC”) sent a letter to Mississippi dealers suggesting
that we may be acting unlawfully as an auto broker in Mississippi (the “MMVC Letter”). We
undertook a dialogue with the MMVC in an effort to reach consensual resolution of the issues raised
by the MMVC Letter without making material, unfavorable adjustments to our business practices or
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user experience in Mississippi. These efforts are ongoing. We cannot assure you that these efforts will
be successful.

If state regulators or other third parties take the position in the future that our products or
services violate applicable brokering, bird-dog, or advertising laws or regulations, responding to such
allegations could be costly, could require us to pay significant sums in settlements, could require us to
pay civil and criminal penalties, including fines, could interfere with our ability to continue providing
our products and services in certain states, or could require us to make adjustments to our products
and services or the manner in which we derive revenue from our participating dealers, any or all of
which could result in substantial adverse publicity, loss of TrueCar Certified Dealers from our network,
decreased revenues, increased expenses, and decreased profitability.

Federal Advertising Regulations

The Federal Trade Commission, or the FTC, has authority to take actions to remedy or prevent
advertising practices that it considers to be unfair or deceptive and that affect commerce in the United
States. If the FTC takes the position in the future that any aspect of our business constitutes an unfair
or deceptive advertising practice, responding to such allegations could require us to pay significant
damages, settlements, and civil penalties, or could require us to make adjustments to our products and
services, any or all of which could result in substantial adverse publicity, loss of participating dealers,
lost revenues, increased expenses, and decreased profitability.

In addition, we have been named as a defendant in a lawsuit purportedly filed on behalf of
numerous automotive dealers who are not on the TrueCar platform on March 9, 2015. The complaint
alleges that we have violated the Lanham Act as well as various state laws prohibiting unfair
competition and deceptive acts or practices. The complaint seeks relief of over $250 million in damages
as a result of the alleged diversion of customers from the plaintiffs’ dealerships to TrueCar Certified
Dealers. While we contintue to evaluate the claim, we believe that this complaint is without merit, and
we intend to vigorously defend ourselves in this matter. However, we may incur significant legal fees,
settlements or damage awards resulting from this or other civil litigation.

Federal Antitrust Laws

The antitrust laws prohibit, among other things, any joint conduct among competitors that would
lessen competition in the marketplace. Some of the information that we obtain from dealers is
competitively sensitive and, if disclosed inappropriately, could potentially be used by dealers to impede
competition or otherwise diminish independent pricing activity. A governmental or private civil action
alleging the improper exchange of information, or unlawful participation in price maintenance or other
unlawful or anticompetitive activity, even if unfounded, could be costly to defend and adversely impact
our ability to maintain and grow our dealer network. For example, we have been informed that the
FTC’s Bureau of Competition is conducting an investigation to determine whether firms in the retail
automotive industry may have violated Section 5 of the Federal Trade Commission Act by agreeing to
refuse to deal with us. We have received a Civil Investigative Demand dated February 11, 2014
requesting that we produce certain documents and information to the FTC related to the matters under
investigation by it. We are cooperating with the FTC in an effort to supply the information required by
the request without unduly burdening our resources. We cannot assure you that these efforts will be
successful.

In addition, governmental or private civil actions related to the antitrust laws could result in orders
suspending or terminating our ability to do business or otherwise altering or limiting certain of our
business practices, including the manner in which we handle or disclose dealer pricing information, or
the imposition of significant civil or criminal penalties, including fines or the award of significant
damages against us and our TrueCar Certified Dealers in class action or other civil litigation.
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Other

The foregoing description of laws and regulations to which we are or may be subject is not
exhaustive, and the regulatory framework governing our operations is subject to continuous change.
The enactment of new laws and regulations or the interpretation of existing laws and regulations in an
unfavorable way may affect the operation of our business, directly or indirectly, which could result in
substantial regulatory compliance costs, civil or criminal penalties, including fines, adverse publicity, loss
of participating dealers, lost revenues, increased expenses, and decreased profitability. Further,
investigations by government agencies, including the FTC, into allegedly anticompetitive, unfair,
deceptive or other business practices by us or our TrueCar Certified Dealers, could cause us to incur
additional expenses and, if adversely concluded, could result in substantial civil or criminal penalties
and significant legal liability.

We participate in a highly competitive market, and pressure from existing and new companies may adversely
affect our business and operating results.

We face significant competition from companies that provide listings, information, lead generation,
and car-buying services designed to reach consumers and enable dealers to reach these consumers.

Our competitors offer various products and services that compete with us. Some of these
competitors include:

* Internet search engines and online automotive sites such as Google, AutoTrader.com, and eBay;
* Motors, Edmunds.com, KBB.com, Autobytel.com, and Cars.com;
* sites operated by automobile manufacturers such as General Motors and Ford;

* providers of offline, membership-based car-buying services such as the Costco Auto Program;
and

* offline automotive classified listings, such as trade periodicals and local newspapers.

We compete with many of the above-mentioned companies and other companies for a share of car
dealers’ overall marketing budget for online and offline media marketing spend. To the extent that car
dealers view alternative marketing and media strategies to be superior to TrueCar, we may not be able
to maintain or grow the number of TrueCar Certified Dealers and our TrueCar Certified Dealers may
sell fewer cars to users of our platform, and our business, operating results and financial condition will
be harmed.

We also expect that new competitors will continue to enter the online automotive retail industry
with competing products and services, which could have an adverse effect on our revenue, business and
financial results.

Our competitors could significantly impede our ability to expand our network of TrueCar Certified
Dealers and to reach consumers. Our competitors may also develop and market new technologies that
render our existing or future products and services less competitive, unmarketable or obsolete. In
addition, if our competitors develop products or services with similar or superior functionality to our
solutions, we may need to decrease the prices for our solutions in order to remain competitive. If we
are unable to maintain our current pricing structure due to competitive pressures, our revenue will be
reduced and our operating results will be negatively affected.

Our current and potential competitors may have significantly more financial, technical, marketing
and other resources than we have, and the ability to devote greater resources to the development,
promotion, and support of their products and services. Additionally, they may have more extensive
automotive industry relationships than we have, longer operating histories and greater name
recognition. As a result, these competitors may be better able to respond more quickly with new
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technologies and to undertake more extensive marketing or promotional campaigns. In addition, to the
extent any of our competitors have existing relationships with dealers or automobile manufacturers for
marketing or data analytics solutions, those dealers and automobile manufacturers may be unwilling to
continue to partner with us. If we are unable to compete with these companies, the demand for our
products and services could substantially decline.

In addition, if one or more of our competitors were to merge or partner with another of our
competitors, the change in the competitive landscape could adversely affect our ability to compete
effectively. Our competitors may also establish or strengthen cooperative relationships with our current
or future third-party data providers, technology partners, or other parties with whom we have
relationships, thereby limiting our ability to develop, improve, and promote our solutions. We may not
be able to compete successfully against current or future competitors, and competitive pressures may
harm our revenue, business and financial results.

If we suffer a significant interruption in our ability to gain access to third-party data, our business and
operating results will suffer.

Our business also relies on our ability to analyze data for the benefit of our users and the TrueCar
Certified Dealers in our network. In addition, the effectiveness of our user acquisition efforts depends
in part on the availability of data relating to existing and potential users of our platform. If we
experience a material disruption in the data provided to us or if third-party data providers terminate
their relationship with us, the information that we provide to our users and TrueCar Certified Dealers
may be limited, the quality of this information may suffer, and our business, results of operations and
financial conditions could be materially and adversely affected.

The success of our business relies heavily on our marketing and branding efforts, especially with respect to the
TrueCar website and our branded mobile applications, as well as those efforts of the affinity group marketing
partners whose websites we power, and these efforts may not be successful.

We believe that an important component of our growth will be the growth of our business derived
from the TrueCar website and our TrueCar branded mobile applications. Because TrueCar.com is a
consumer brand, we rely heavily on marketing and advertising to increase the visibility of this brand
with potential users of our products and services. We currently advertise through television and radio
marketing campaigns, traditional print media, sponsorship programs and other means, the goal of which
is to increase the strength, recognition and trust in the TrueCar.com brand and drive more unique
visitors to our website and mobile applications. We incurred expenses of $128.6 million on sales and
marketing in the year ended December 31, 2014.

Our business model relies on our ability to scale rapidly and to decrease incremental user
acquisition costs as we grow. Some of our methods of advertising, including our television marketing
campaign, are not currently profitable on a standalone basis because they have not yet resulted in the
acquisition of sufficient users visiting our website and mobile applications such that we may recover
such costs by attaining corresponding revenue growth. If we are unable to recover our marketing costs
through increases in user traffic and in the number of transactions by users of our platform, or if we
discontinue our broad marketing campaigns, it could have a material adverse effect on our growth,
results of operations and financial condition.

In addition, the number of transactions generated by the members of our affinity group marketing
partners depends in part on the emphasis that these affinity group marketing partners place on
marketing the purchase of cars within their platforms. For example, USAA is a large diversified
financial services group of companies serving the United States military community with hundreds of
highly competitive product and service offerings. At any given time, USAA's car-buying service may or
may not be a priority relative to its other offerings. Consequently, changes in how USAA promotes and
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markets the car buying site we maintain for them can and has, from time to time in the past, affected
the volume of purchases generated by USAA members. For example, in the past USAA adjusted the
location and prominence of the links to our platform on their web pages, adversely affecting the
volume of traffic. Should USAA or one or more of our other affinity group marketing partners decide
to de-emphasize the marketing of our platform, or if their marketing efforts are otherwise unsuccessful,
our revenue, business and financial results will be harmed.

We rely, in part, on Internet search engines to drive traffic to our website, and if we fail to appear prominently
in the search results, our traffic would decline and our business would be adversely affected.

We depend in part on Internet search engines such as Google, Bing, and Yahoo! to drive traffic to
our website. For example, when a user types an automobile into an Internet search engine, we rely on a
high organic search ranking of our webpages in these search results to refer the user to our website.
However, our ability to maintain high, non-paid search result rankings is not within our control. Our
competitors’ Internet search engine optimization efforts may result in their websites receiving a higher
search result page ranking than ours, or Internet search engines could revise their methodologies in a
way that would adversely affect our search result rankings. If Internet search engines modify their
search algorithms in ways that are detrimental to us, or if our competitors’ efforts are more successful
than ours, overall growth in our user base could slow or our user base could decline. Internet search
engine providers could provide automobile dealer and pricing information directly in search results,
align with our competitors or choose to develop competing services. Our website has experienced
fluctuations in search result rankings in the past, and we anticipate similar fluctuations in the future.
Any reduction in the number of users directed to our website through Internet search engines could
harm our business and operating results.

The failure to maintain our brand would harm our ability to grow unique visitor traffic and to expand our
dealer network.

Maintaining and enhancing the TrueCar brand will depend largely on the success of our efforts to
maintain the trust of our users and TrueCar Certified Dealers and to deliver value to each of our users
and TrueCar Certified Dealers. If our existing or potential users perceive that we are not focused
primarily on providing them with a better car-buying experience, our reputation and the strength of our
brand will be adversely affected.

Complaints or negative publicity about our business practices, our marketing and advertising
campaigns, our compliance with applicable laws and regulations, the integrity of the data that we
provide to users, data privacy and security issues, and other aspects of our business, irrespective of their
validity, could diminish users’ and dealers’ confidence in and the use of our products and services and
adversely affect our brand. These concerns could also diminish the trust of existing and potential
affinity group marketing partners. There can be no assurance that we will be able to maintain or
enhance our brand, and failure to do so would harm our business growth prospects and operating
results.

If we are unable to provide a compelling car-buying experience to our users, the number of transactions
between our users and TrueCar Certified Dealers will decline and our revenue and results of operations will
suffer harm.

We cannot assure you that we are able to provide a compelling car-buying experience to our users,
and our failure to do so will mean that the number of transactions between our users and TrueCar
Certified Dealers will decline and we will be unable to effectively monetize our user traffic. We believe
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that our ability to provide a compelling car-buying experience is subject to a number of factors,
including:

* our ability to launch new products that are effective and have a high degree of consumer
engagement;

* compliance of the dealers within our network of TrueCar Certified Dealers with applicable laws,
regulations and the rules of our platform, including honoring the TrueCar certificates submitted
by our users; and

* our access to a sufficient amount of data to enable us to be able to provide relevant pricing
information to consumers.

The growth of our business relies significantly on our ability to increase the number of TrueCar Certified
Dealers such that we are able to increase the number of transactions between our users and TrueCar Certified
Dealers. Failure to do so would limit our growth.

Our ability to grow the number of TrueCar Certified Dealers, both on an overall basis and by
brand in important geographies, is an important factor in growing our business. As described elsewhere
in this “Risk Factors” section, we are a new participant in the automobile retail industry, our business
has sometimes been viewed in a negative light by car dealerships, and there can be no assurance that
we will be able to maintain or grow the number of car dealers in our network.

In addition, our ability to increase the number of TrueCar Certified Dealers in an optimized
manner depends on strong relationships with other constituents, including car manufacturers and state
dealership associations. From time to time, car manufacturers have communicated concerns about our
business to the dealers in our network. For example, some car manufacturers maintain guidelines that
prohibit dealers from advertising a car at a price that is below an established floor. If a TrueCar
Certified Dealer within our network submits a price to us that falls below pricing guidelines established
by the applicable manufacturer, the manufacturer may discourage that dealer from remaining in the
network and may discourage other dealers within its brand from joining the network. For example, in
late 2011, Honda publicly announced that it would not provide advertising allowances to dealers that
remained in our network of TrueCar Certified Dealers. While we subsequently addressed Honda’s
concerns and they ceased withholding advertising allowances from our TrueCar Certified Dealers,
discord with specific car manufacturers impedes our ability to grow our dealer network. In addition,
state dealership associations maintain significant influence over the dealerships in their state as
lobbying groups and as thought leaders. To the extent that these associations view us in a negative light,
our reputation with car dealers in the corresponding state may be negatively affected. If our
relationships with car manufacturers or state dealership associations suffer, our ability to maintain and
grow the number of car dealers in our network will be harmed.

We cannot assure you that we will expand our network of TrueCar Certified Dealers in a manner
that provides a sufficient number of dealers by brand and geography for our unique visitors and failure
to do so would harm our growth.

Our ability to grow our complementary product offerings may be limited, which could negatively impact our
growth rate, revenues and financial performance.

As we introduce or expand additional offerings for our platform, such as automobile trade-ins,
financing, leasing, maintenance and insurance, we may incur losses or otherwise fail to enter these
markets successfully. Our expansion into these markets will place us in competitive and regulatory
environments with which we are unfamiliar and involves various risks, including the need to invest
significant resources and the possibility that returns on such investments will not be achieved for
several years, if at all. In attempting to establish our new product offerings, such as TrueTrade, and
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Live Prospect, we expect to incur significant expenses and face various other challenges, such as
expanding our sales force and management personnel to cover these markets and complying with
complicated regulations that apply to these markets. In addition, we may not successfully demonstrate
the value of these ancillary products to consumers, and failure to do so would compromise our ability
to successfully expand into these additional revenue streams.

Moreover, our affinity group marketing partners already offer products in many of these adjacent
markets. For example, USAA, our largest stockholder and most significant affinity group marketing
partner, offers financing and insurance products for its members. For those affinity group marketing
partners that offer products in adjacent markets that we seek to enter, our ability to offer products in
these markets to their members will be limited. If we are unable to successfully expand our ancillary
product offerings, our growth rate, revenue and operating performance may be harmed.

If our mobile products do not adequately address the shift to mobile technology by our users, the number of
transactions between our users and TrueCar Certified Dealers may not grow as quickly and our operating
results could be harmed and our growth could be negatively affected.

Our future success depends in part on the continued growth in the use of our mobile products by
our users and the number of transactions with TrueCar Certified Dealers that are completed by those
users. In the year ended December 31, 2014, approximately 42% of unique visitors to our TrueCar.com
website and the car buying sites we maintain for our affinity group marketing partners were attributable
to mobile devices. The shift to mobile technology by our users may harm our business in the following
ways:

* the use of mobile technology may not continue to grow at historical rates, and consumers may
not continue to use mobile technology for automobile research;

* mobile technology may not be accepted as a viable long-term platform for a number of reasons,
including actual or perceived lack of security of information and possible disruptions of service
or connectivity;

* we may not continue to innovate and introduce enhanced products on mobile platforms;
* consumers may believe that our competitors offer superior mobile products; or

* our mobile applications may become incompatible with operating systems such as iOS or
Android or the devices they support.

If use of our mobile products does not continue to grow, our business and operating results could
be harmed.

Our business is subject to risks related to the larger automotive ecosystem, including consumer demand, global
supply chain challenges and other macroeconomic issues.

Decreases in consumer demand could adversely affect the market for automobile purchases and, as
a result, reduce the number of consumers using our platform. Consumer purchases of new and used
automobiles generally decline during recessionary periods and other periods in which disposable income
is adversely affected. For example, the number of new vehicle sales in the United States decreased
from approximately 16.1 million in 2007 to approximately 10.4 million in 2009, according to BEA.
Purchases of new and used automobiles are typically discretionary for consumers and have been, and
may continue to be, affected by negative trends in the economy, including the cost of energy and
gasoline, the availability and cost of credit, reductions in business and consumer confidence, stock
market volatility and increased unemployment. A reduction in the numbe