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COMPANY: Huazhu Group | Nasdag: HTHT | HKEX: 1179

INDUSTRY: Hotel

Price Market Cap Average Daily Value
(as of 18Sept2020 close) Traded (90-Day)
US$ 42.02 US$ ~13 billion US$ ~80 million

Huazhu Group Limited (Nasdaq: HTHT)(HKEX: 1179) (“Huazhu” or the “Company”) is a real
company that lied about the ownership of its hotel portfolio to produce fake financials.

Bonitas fieldwork in Beijing and Shanghai confirmed that Huazhu secretly supported operating costs of
franchisee hotels owned by undisclosed current Huazhu employees & other undisclosed related parties
(“off-book hotels™).

Hotel operating licenses revealed Huazhu secretly controlled 1,952 hotels (~35%) while Huazhu claimed it
operated only 688 hotels (12%) as of CYE’19.

Chinese Ministry of Commerce (“MOC”) registration revealed only 3,020 independent franchisees existed,
37% less than the 4,930 Huazhu reported manachised & franchised (“franchised”) hotels as of CYE’19.

Chinese State Administration of Industry and Commerce (“SAIC”) records revealed Huazhu understated
its SEC reported employee count by at least 16%.

We believe that Huazhu concealed operating expenses using undisclosed related party transactions to
artificially inflate Huazhu’s reported profits. We calculate that Huazhu’s fake profits manifested as RMB
2 billion (US$ 300 million) of fake PP&E on its CYE’19 balance sheet.

As of CYE’19, Huazhu reported net PP&E (ex. buildings) per room of RMB 54,502. However, 47 different
credit reports for Huazhu’s hotel portfolio revealed Huazhu’s actual net PP&E (ex. buildings) per room was
half that amount; a figure in-line with direct domestic Chinese competitors, in-line with one of Huazhu’s
largest operating subsidiaries, and in-line with HanTing brand CEO Xu Haochun’s recent interview about
HanTing Version 2.7.

Desktop research revealed Huazhu’s approved hotel construction contractor list included multiple
undisclosed current Huazhu employees. Credit reports for two undisclosed related party contractors
revealed significant revenues without profit or assets which suggests to us their possible use as a front to
wash fake cash via construction costs.

We believe that Huazhu generated significantly less profit and held significantly less PP&E assets than
reported in both its SEC filings and HKEX Global Offering. We are short Huazhu because we believe that
Huazhu’s actual financial performance justifies a significantly lower stock price.

THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS. Use Bonitas Research LLC'’s research opinions at your own risk. You should do your
own research and due diligence before making any investment decisions, including with respect to the securities discussed herein. We have a short interest
in HUAZHU" stock and stand to realize significant gains in the event that the price of such instrument declines. Because this document has been prepared
without consideration of any specific clients’ investment objectives, financial situation or needs, no information in this report should be construed as
recommending or suggesting an investment strategy. Investors should seek their own financial, legal and tax advice in respect of any decision regarding any
securities discussed herein. This report and its contents are not intended to be and do not constitute or contain any financial product advice as defined in the
Australian Corporations Act 2001 (Cth). For convenience purposes only, we have provided a Chinese translation of this report. Please refer to our full
disclaimer located on the last page of this report.
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HUAZHU PROFIT MARGINS TOO GOOD TO BE TRUE

From 2010 to 2015, Huazhu aggressively added manachisees & franchisees (together “franchisees”) to its hotel
portfolio count but was unable to generate meaningful returns. Huazhu’s stock price was range-bound between US$
3 — 7 and the market priced Huazhu similarly to its competitors.

For independent franchisees, profits proved difficult to come by. Desktop research revealed numerous news reports
of disputes between Huazhu and its franchisees centered around overbilling and violating location cannibalization
clauses of its franchise agreements. Essentially, Huazhu encroached on the franchisee designated turf and negatively
impacted franchisee profits.

Credit reports for 7 independent third-party franchisees revealed aggregate net loss margins of 13.4% in 2019.1 The
below images illustrate how close in proximity Huazhu’s hotels were to franchisee hotels, in some cases literally
sharing the same building entrance and tower in opposite wings of the hotel (PRC lawsuit (Suit #: (2018) 7 01 X

¥r 394 7).

Hanting Zhengzhou

Huayuan Road & JI Hotel
(operated by i (operated by Huazhu)

Zhengzhou Jinhao)

\ ﬂ

Source: Baidu Maps Dianping PRC lawsuit (Sunt# (2018) 7701 E#SQA 7;) http: //house chma com. cn/apple/fullvnew 835508.htm ;
http://news.focus.cn/dz/2016-04-25/10843805.html ; http://news.winshang.com/html/057/5503.html

! See Calculations & Tables Appendix
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Despite the long list of similarities, since 2017 Huazhu’s SEC reported profits were significantly better than its direct

Chinese-listed competitors Shanghai Jinjiang International Hotels Development Co., Ltd. (_E¥E45 T E bR 8 5B

FHIE/ATE], SHSE 900934, “Shanghai Jinjiang” or “SH Jinjiang”) and BTG Hotels (Group) Co., Ltd. (b5 & il 5
(EH) B APRAE], SHSE_600258, “BTG”).

Investors can choose to believe that Huazhu successfully generated outsized profits from its Chinese operations, or
investors can choose to read our findings and understand why we believe Huazhu fabricated its SEC-reported
profitability which manifested as fake PP&E assets on its balance sheet.

Huazhu’s return on equity increased and its return on assets declined because profits were fake, but borrowings were
real and pushed net debts to all-time highs.
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Source: HTHT’s 20-F filings, SH Jinjiang and BTG'’s annual reports
*Note: Huazhu's 2018 Net Income has been adjusted for RMB 794 million unrealized losses from equity investment in Accor and RMB 104
million dividends received from Accor. SH Jinjiang and BTG s Net Income margins are specific to their hotel business segment to make it
directly comparable to HTHT.
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HUAZHU SECRETLY CONTROLLED ~35% OF ITS HOTEL PORTFOLIO, NOT 12%

Initially we verified the accuracy of Huazhu’s hotel portfolio count by comparing the list of hotels published on
Huazhu’s website versus other third-party sites. We found Dianping (http://www.dianping.com/) included a link to
nearly 100% of the operating license for each Huazhu hotel in its portfolio.

We counted 1,258 hotels with operating licenses registered to Huazhu subsidiaries, double the 688 self-operated hotels
Huazhu disclosed in its SEC filings as of CYE’19.

We counted an additional 694 hotels owned and operated by undisclosed current Huazhu employees and other
undisclosed related parties (“off-book hotels). Huazhu reported zero related party franchisee hotels existed.

Simply put, analysis of operating licenses revealed that Huazhu secretly controlled ~35% of its hotel portfolio either
via Huazhu subsidiaries or as off-book hotels.

Huazhu Hotel Portfolio
SEC-REPORTED
Franchisee 4,930
Self-Operated 688
Related Party Franchisees 0
Total # Hotels 5,618
OPERATING LICENSES
Self-Operated 1,258
Off-Book Hotels 694
total 1,952
as% 35%

Source: Huazhu 2019 20-F; Dianping

Franchisee hotel registration information available from the Chinese Ministry of Commerce (“MOC”) allows anyone
to search registration information about franchisors for free. Data analysis revealed that only 3,020 Huazhu hotels
were operated by franchisees, 37% fewer than the 4,930 franchised hotels Huazhu disclosed as of CYE’19 in its SEC
filings.

Huazhu Franchisee & Manachisee Hotel Count
SEC-REPORTED 4,930
MOC-REPORTED 3,020
Difference 1,910
as % 37%

Source: Huazhu 2019 20-F; MOC
To us, data from both the MOC and Dianping show a pervasive ownership lie about Huazhu’s hotel portfolio.

Huazhu clearly stated that “franchisors are required to report to the MOC any franchise contracts they executed,
cancelled, renewed or amended in the previous year.”?

A keyword search for “HanTing” (7 i£) revealed four (4) separate Huazhu subsidiaries that act as franchisors of the
HanTing brand, including Huazhu Hotel Management Co., Ltd. (‘&5 & AR\ 5], “Huazhu PRC™). Huazhu

PRC, for example, was updated as of July 28, 2020 as a franchisor of multiple Huazhu’s brands including HanTing,
JI Hotel, Hi Inn, Elan Hotel, Starway Hotel, Joya Hotel, Manxin Hotel, Orange Hotel and Crystal Orange Hotel.

2 Source: Huazhu 2019 20-F — p. 16, 20, 46
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UNDERSTATED EMPLOYEE COUNT CORROBORATES OFF-BOOK EXPENSES EXIST

Huazhu explicitly disclosed “we recruit and directly train and manage all of our employees.

PRC companies with full-time employees with valid employment contracts are required to participate in government-
mandated contribution plans. This registered employee figure is disclosed in company annual returns submitted to the
local Chinese State Administration of Industry and Commerce (“SAIC”) office.*

While there are instances where employers have illegally avoided paying social insurances for employees, the
converse is almost unheard of where a company voluntarily double counts employees that do not exist to pay extra
social insurance.

SAIC registration information for Huazhu’s 319 listed subsidiaries & branches revealed Huazhu understated its SEC-

reported employee count by at least 3,594 (16%). We believe these employees represented staff at undisclosed Huazhu
self-operated hotels and Huazhu off-book hotels.

Huazhu Employee Count Understatement

Total number of employees under social

. 21,946
insurances from SAIC apps

Number of employees as of CYE2019 18352
reported by Huazhu '
Understatement 3,594
% understated 16.4%

Source: Huazhu 2019 20-F, SAIC apps

For example, supposed independent third-party franchisee Hanting Premium Hotel Shanghai East Nanjing Road (X
JE A% b i R 5 4 B P8 )E) is operated by Shanghai Xianyi Hotel Management Co. Ltd. (i R I i 8 ¥ 4 TR
4y, “Shanghai Xianyi”).® Shanghai Xianyi’s shareholder list includes undisclosed related party Liu Jianxiao (X &
f2), a current Director of multiple Huazhu subsidiaries.®

Shanghai Xianyi’s 2019 Annual Return reported only 1 employee for which it paid any type of social insurance.

= - Shanghai Xianyi
n SERUEREH AL
(@) ﬁ%% arssnnrens T ) R - Dl
EARER pEESlST SEWR FENE j1a 23 HRAP=HL FEAS
. 0
fksER 4 Annual return BETE |2019= | 2018 | 7= | 2016= SttizwE
#izf=2  Social insurance information ] o (@ k=S
Basic pension insurance for urban employees el isuence e loyess
BEAERIONAE 1. employ ATESETRE TA
Maternity insurance Unemployment insurance
EERR 1A = 1A
Injury insurance
Tint TA

Source: https://www.qgcc.com/firm/72AHORS.shtml#report

® Source: Huazhu 2019 20-F — p.87

* Temporary workers are not included in this figure.

® Source: http://www.dianping.com/shop/G4kOlYaCWSInJVV8

Source: http://hotels.huazhu.com/inthotel/detail/8916694?HotelLevel=0&CheckInDate=2020-07-29&CheckOutDate=2020-07-30
® See Undisclosed Related Party Appendix
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We sent an investigator to see if the Hanting Premium Hotel Shanghai East Nanjing Road hotel had only 1 employee.
Turns out that there are 40 to 50 employees working there whose salaries and insurances are all paid for by Huazhu.

Conversation between Hotel Manager and Bonitas Investigator
Investigator: You have only 20 something staffs in such a big hotel, wouldn’t it be exhausting?
B LT - T ARAIET 20 ZPA, HEARIEW] 2
Hotel manager: No, there are 20 something staffs on duty, there are some that are resting.
WIIEZERE - TS BEETE LDIE 20 Z A, A KERT -
Investigator: Then how many staffs in total for the entire hotel?
WG - ETIEFZDA?
Hotel manager: Around 40-50 staffs.
Wi 2ERE - AHFA0-50 AKX
Investigator: Do those 40-50 staffs belong to the franchisee and do not belong to HanTing?
IHE LT * A 40-50 PAFBAEE TN » A28 T ER ?
Hotel manager: We are sent by HanTing.
IEZERE © Fell [E 18 T X AR
Investigator: You are sent by HanTing, is everyone here sent by HanTing?
HER - T TEEE T IKJEIERT » PrA A S EIRER 7
Hotel manager: People from the franchisee only deal with the finance. We are sent here to be on duty for
them.
WHIEZERE © R E CHIA B - TR E AT o Zell T&IRAZTAHZE M DAY -
Investigator: So, all these people providing services, cleaning etc, do they all belong to the company Huazhu?
WER - FLERFH  BLEE ERT » HrAHIEAEE TREX T2 51 7
Hotel manager: Yes, | belong to Huazhu. | am working at this hotel now, if the company wants, | will go to
a different hotel.
WIEZERE - XIS » BB TR, FeTE AJFEETEX T+ HIR S F i Fe st 2559 — T » 27
FETHY -
Investigator: Didn’t you say there are 40-50 staffs? Do all those 40-50 staffs belong to Huazhu and not the
franchisee?
WG - (A2 40-50 A, 40-50 AZBEE FAEE - B F e 2
Hotel manager: No, they do not belong to the franchisees.
WNGZEEE © N8 T ETH,
Investigator: Just like a restaurant cannot function without its kitchen staff, wouldn’t the franchisee be in
great trouble if you all leave?
WHELT - AT ENRGEEN TE THIE A » AEET T+ N T—E » A2 T ARG 7
Hotel manager: Yes, so now the franchisee must rely on Huazhu.
WIEZEEE © BT B TE BRI LT TR » VT » FLE BT -
Investigator: So all these people servicing the rooms, at the front desk belong to Huazhu, and Huazhu pays
for your salaries and insurances?
WHWEG - BLE TN HE5FHT » 15851 5 HTEE TR BLEFERIN TR - BRI IERE: » 2581
12
Hotel manager: Yes.
VLY A h i
Investigator: The franchisee is only responsible for finance and collecting the money?
B < X NBE R E I FE ?
Hotel manager: Yes, collecting the money, that’s it. He is responsible for finance only.
TENEZERE X+ YOUCEE - ASEE AT T o L EYCEE -
Investigator: Only taking his cut?
WHWEG -« B ?
Hotel manager: Yes, that is correct.
W ZEEE - YT o
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A receipt (& E) obtained upon checkout confirmed Shanghai Xianyi owned and operated the Hanting Premium Hotel

Shanghai East Nanjing Road.
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Source: Bonitas fieldwork

Bonitas fieldwork confirmed an additional 7 Huazhu off-book hotels that registered less than 5 employees but had at

least 15 employees on-site.

Off-book Hotel Operators with more than 15 employees on site during fieldwork

Number of

employees

listedin Number of
Hotel Name Hotel Operator Annual Return| Rooms
EENFREXTETEETE TREECEEETETRAT
JI Hotel Befjing Fuxingmen Baiyun Road Beifing Huazhu Yunting Hotel Management Co., Ltd . 5 72
HELRE Z NG nEE TR EEEEEEEETRAT
Hanting Hotel Beijing Dongsi Metro Station Beifing Honghao Shengshi Hotel Management Co, Lid. 1] 146
NELIREETAZEETE TEERFEEEEERLT
Hanting Hotel Beijing Huamao West Dawang Road Beifing Leshu Hotel Management Co_ Ltd. 1] 108
NEFEHEFHERE FEEREEEEERAT
Hanting Hotel Shanghai Tianzifang Shanghai Weishan Hotel Management Co _ Lid. 3 35
EETEBHEESETE rETEEMLEEFRAT
JI Hotel Shanghai Longyang Road Maglev Shanghai Zhongguibao Property Management Co_ Lid. 4 78
B G EERITERE TEEFTEEEERLT
Ibis Styles Shanghai Zhangjiang Hotel Shanghai Zhetao Hotel Management Co_ Ltd. 1 99
NErEIERERE FERNEEEEERLT
Hanting Hotel Shanghai Xianxia Road Shanghai Puhan Hotel Management Co., Ltd. 3 100

Source: Huazhu website, Dianping, Trip.com, Bonitas fieldwork
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Example #1: JI Hotel Shanghai Longyang Road Maglev (47 b /v [HE& fli 2 % Fi)E) operated by Shanghai
Zhongguibao Property Management Co., Ltd. ( =¥ 5t 52L& AR/ 5]) registered only 4 employees on its
annual return to operate its 78-room hotel.

ZAA T
Source: Bonitas fieldwork

Example #2: Hanting Hotel Beijing Huamao West Dawang Road (Y :ZJLEE/E577H A EEREFE)E) operated by
Beijing Leshu Hotel Management Co., Ltd. (AL R EFEIEE AR/ F]) registered zero employees on its annual
return to operate its 108-room hotel.

Source: Bonitas fieldwor

Example #3: Ibis Styles Shanghai Zhangjiang Hotel (‘B84 FE5K T FE) operated by Shanghai Zhetao
Hotel Management Co., Ltd. ( #5554 2R FRZ2 =]) registered one employee on its annual return to operate
its 99-room hotel.

By

G AMEe e A

Ma (o S awuilar
W oRbRREn A YA i LT

Source: Bonitas fieldwork
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MISSING PP&E

Prior to 2018, Huazhu self-operated hotel additions were directly correlated with increased cash used in the purchase
of PP&E. However, in 2018 we see a significant divergence between the additional number of Huazhu’s self-operated
hotels and additional cash PP&E purchases.

Since 2016 we calculate that Huazhu’s net PP&E (ex. buildings) per room increased from RMB 42,000 to of RMB

54,502 despite limited growth of its self-operated hotel count.”
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" Calculated without assumptions using SEC-reported figures. See Calculations & Tables Appendix

Source: Huazhu 2010 — 2019 20-F

10
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Huazhu’s CYE’19 SEC-reported net PP&E (ex. buildings) per room balance was 63% and 86% larger than publicly
listed direct Chinese competitors SH Jinjiang and BTG Hotels, respectively, and multiples higher than Huazhu’s
portfolio hotels.®

A comparison of 47 different credit reports revealed significantly lower PP&E assets versus Huazhu’s CYE’19 SEC-
reported figure.

Net PP&E (ex. buildings) per room of Huazhu and Franchisees as of CYE2019

Net PP&IE (tezli. ,B uilding) per % difference
RMB otel room
Huazhu Sclf-ppm‘atcd Hotels 54,502
(Reported Min.)
Huazl?u Self-Operated Hotels 24,283 124.4%
(Credit Reports)
Cosolidated from Huazhu Secretly
Owned Off-Book Hotels 4,599 1,085.0%
(Credit Reports)
Indept.endent Franchisees 11.460 375.6%
(Credit Reports)
Shanghai Jinjiang 33,373 63.3%
(Reported)
BTG Hotels

86.4%

(Reported) 29,246 %

Source: Huazhu 20-F, Credit Reports

In addition, an August 21, 2020 interview with Xu Haochun ({#%;%), CEO of the HanTing Hotel brand and founding

member of Huazhu, stated Huazhu’s initial capex per room was RMB 27,000 for hundreds of recently opened
“HanTing 2.7 Version” (X ;£ 2.7 i 4%) hotels.

XERR THA, ERRERE, ST FESSIESE, THhEEEEN2.7
A7T; [RES.ONENNPSFRAREENS, FOBRBEEThTES,; NES.S
—EIEHERZAFNER, NIEHER, SRR TS ARFERIERM R .
ETok, ELIFReefNTIEEEMd, BA1RR4.00288EFN. HisZ
SRS T =145 THWER, fitfsd, NEFFEE-RiiEiaSs, BRET
NEFEINIIRELERE, Zef—NFROEESEAN~ETR—ENZIRIS,
AT SRR,

HZEZBa1, mYEIL2500EFEE, 2. 7RASEINASER, | 3.5RAEERIAFF
7%, JEOWTEENE, EEESENETENTRER, BREEEE, R
FENEE2. 7L FAIRRAS S EEERA R T75% LA E, AN IRHNESEE — 2 HaHAL.

Highlighted text translation:
“HanTing 2.7 Version is highly efficient and is conducive to stock renovation and refurbishment of old hotels. The
average cost per room is RMB 27,000.

Up to now, in the nearly 2,500 HanTing Hotels, the HanTing 2.7 Version accounts for 400 to 500 hotels

Source: http://www.xinhuanet.com/house/2020-08-21/c_1126396972.htm

8 See Calculations & Tables Appendix
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a. Huazhu Self-Operated Hotels net PP&E (ex. buildings) per room between RMB 13k — 33k

Credit reports for 19 Huazhu self-operated hotels revealed average net PP&E (ex. buildings) per room of RMB 24,283,
less than half of Huazhu’s CYE’19 SEC-reported figure of RMB 54,502.°

Example #1: 2019 Credit Report for HanTing Xingkong (Shanghai) Hotel Management Co., Ltd. (V2225 ( )&
) HEIEEEATRE], “Hanting Xingkong™), one of Huazhu’s largest operating subsidiaries, reported net PP&E per
room of RMB 33,234, a mere 61% of Huazhu’s CYE’19 SEC-reported figure.

Example #2: In May 2017, Huazhu acquired Crystal Orange Hotel Holdings Limited (“Crystal Orange”), which
operated an upper-midscale brand Crystal Orange Hotel along with midscale hotel brands Orange Hotel and Orange
Select Hotel. Crystal Orange’s largest subsidiary was Beijing Crystal Orange Hotel Management Consulting Co., Ltd.
(bR /K EEHEEZIAEIE AT, “Beijing Crystal Orange™), which operated 27 Crystal Orange Hotels and
Orange Hotels (3,992 rooms). 2019 Credit Report for Beijing Crystal Orange disclosed net PP&E (ex. buildings) per
room of RMB 13,355, only 25% of Huazhu’s CYE’19 SEC-reported figure.

b. Off-Book Hotels net PP&E (ex. buildings) per room of RMB 5k

Credit reports for 19 Huazhu off-book hotels revealed average net PP&E (ex. buildings) per room of RMB 4,599,
only 8% of Huazhu’s CYE’19 SEC-reported figure.

Example #1: The highest net PP&E per room in our sample size of off-book hotels was Shanghai Xuxin Hotel
Management Co., Ltd. (_-#EHZZFE 5% BLA BR/AF], “Shanghai Xuxin”). Shanghai Xuxin is owned by current
Huazhu employee Zhang Peisong (3k#%#2) and operates JI Hotel Shanghai Xietu Road (4% - ifif} + i )5).
Credit Report for Shanghai Xuxin revealed net PP&E (ex. buildings) per room of RMB 33,432, only 61% of Huazhu’s
CYE’19 SEC-reported figure.1?

Example #2: Beijing Qianmen Sanlihe Hotel Co., Ltd. (AL #LAiT| ] = B EiEA R/ 5], “Beijing Sanlihe™) is owned
by Cjia employee Pei Bing (Z££%) and operates the JI Hotel Beijing Qianmen Courtyard (£ 28 LRI TU& 52 S
), a hotel opened in 2019. Credit Reports for Beijing Sanlihe revealed net PP&E per room of RMB 17,596, only 32%
Huazhu’s CYE’19 SEC-reported figure.!!

c. Independent third-party franchisees reported net PP&E (ex. buildings) per room of RMB 11k

Huazhu’s franchisees are required to spend their own cash on Huazhu approved vendors to open and renovate Huazhu-
branded hotels to a strict minimum quality level to maintain Huazhu’s brands.

Credit Reports for 7 independent third-party franchisee hotel operators revealed average net PP&E (ex. buildings) per
room of RMB 11,459, only 21% of Huazhu’s CYE’19 SEC-reported figure.'2

Example #1: Beijing Yunheyuan Hotel Co., Ltd. (At 5 55 15 A BR 22 =], “Beijing Yunheyuan™) opened in 2018
and operates the JI Hotel Shanghai The Bund Jinling East Road (42 _bifE#b 4 A 14 HE), one of Huazhu’s
midscale hotel brands. Credit Report for Beijing Yunheyuan revealed the highest net PP&E per room in our sample
size at RMB 22,800, only 42% of Huazhu’s CYE’19 SEC-reported figure.

Example #2: Beijing Wancheng Huafu International Hotel Co., Ltd. (At RN E RS AR A 5], “Beijing
Wancheng”) is an independent 3rd party franchisee that operates the Manxin Hotel Beijing Wangfujing (& /Lo AE R+
JFHE)E), a Huazhu upper midscale hotel opened in 2019. Credit Reports for Beijing Wancheng revealed net PP&E
per room of RMB 16,700, significantly lower than Huazhu’s CYE’19 SEC-reported figure.

® See Calculations & Tables Appendix

19 see Calculations & Tables Appendix
! See Calculations & Tables Appendix
12 See Calculations & Tables Appendix
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d. Competitors SH Jinjiang and BTG reported net PP&E (ex. buildings) per room of RMB 29k-33k
Huazhu’s largest competitor is Shanghai-listed SH Jinjiang (SHSE_900934). As of CYE’19, Shanghai Jinjiang had
7,221 operating hotels and 739,095 rooms in its China hotel portfolio, including 698 self-operated hotels with 89,634
rooms.3
SH Jinjiang’s public filings included details of its international capital expenditures that allowed us to make apples-
to-apples comparisons between mainland China operations of SH Jinjiang and Huazhu. SH Jinjiang conducted its
international operations (self-operated 291 of 1,293 hotels) via its wholly owned French subsidiary, Groupe de Louvre
(“GDL”).l4
SH Jinjiang’s Chinese operations held net PP&E (ex. buildings) per room of RMB 33,373 as of CYE’19.

Another direct Huazhu competitor is Shanghai-listed BTG (SHSE_600258). As of CYE’19, BTG had 4,450 operating
hotels in its China portfolio, including 851 self-operated hotels.®

BTG’s Annual Report disclosed net PP&E (ex. buildings) per room of RMB 29,246 as of CYE’19.

To us Shanghai Jinjiang and BTG’s reported net PP&E (ex. buildings) per room corroborate that Huazhu included
fake PP&E on its CYE’19 SEC-reported balance sheet.

Net PP&E per room in China as of CYE2019

Shanghai

RMB'000 (except for per room figures) Huazhu Jinjiang BTG Hotels
Buildings 247,000 3.679.037 2601513
Leasehold Improvements 8.414,000 387.166 247559
Furniture, fixtures and equipment 1.270,000 2,184,851 1486619
Motor vehicles 1,000 21.221 73.859
Gross fixed assets 9,932,000 6,272,275 4,409,551
Accumulated depreciation (4.918.000) (3.148.694) (1.998.571)
Net fixed assets 5,014,000 3,123,580 2,410,980
Net value of buildings (assume max. possible for Huazlu) 247,000 2366012 1.686.209
Net fixed assets (ex. buildings) (assume min. possible for Huazhu) 4,767,000 757,569 724,771
Net value of long-term prepaid expenses Not applicable 2233.823 2278288
Net PP&E (ex. buildings) 4,767,000 2,091,392 3,003,059
INumber of rooms in Ieased and owned hotels 87465 L 80034 | 102084 ]
Net PP&E (ex. buildings) per room (in RMB) 54,515 33,373 29,246
ﬂﬂ’smm‘s 63.3% 86.4%

Source: Huazhu 2019 20-F, Shanghai Jinjiang 2019 Annual Report, BTG Hotels 2019 Annual Report

3 Source: Shanghai Jinjiang 2019 Annual Report — p.15, 16

1 Source: Jin Jiang Capital 2019 Annual Report — p.153; Source: Shanghai Jinjiang 2019 Annual Report — p.16; Source: GDL 2019 Annual
Report —p.3:

15 Source: BTG Hotels 2019 Annual Report — p.26
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e. RMB 2 Billon (US$ 300 Million) Fake Profits Reflected as Fake PP&E

We believe that Huazhu’s fake profits manifested as fake PP&E on its balance sheet.

Huazhu’s CYE’19 SEC-reported net PP&E (ex. buildings) per room was RMB 54,502.

However, credit reports for Huazhu’s hotel portfolio revealed Huazhu’s actual net PP&E (ex. buildings) per room was
half that amount; a figure in-line with direct domestic Chinese competitors, in-line with one of Huazhu’s largest

operating subsidiaries, and in-line with brand CEO Xu Haochun’s recent interview about HanTing Version 2.7.

If we apply net PP&E (ex. buildings) per room of RMB 30,000 to Huazhu’s 87,465 reported self-operated hotel room
portfolio, we calculate at least RMB 2 billion of fake net PP&E on Huazhu’s CYE’19 balance sheet.

Fake RMB 2.1 Billion net PP&E Calculation

SEC-Reported net PP&E (ex buildings) per room 54,502
Estimate of Actual net PP&E (ex. buildings) per room 30,000
Estiamte Overstatement net PP&E (ex buildings) per room 24,502
Huazhu Self-Operated Hotel Room Count | 87,456
Estimate Owerstated net PP&Ein RMB | 2,142,846,912

Source: Huazhu 2019 20-F SEC Filing; Bonitas Estimate

If we apply SH Jinjiang and BTG’s net income margins to Huazhu’s reported revenues since 2017, we calculate the
cumulative discrepancy in net income (ex. Accor) to be RMB 1.9 billion (~US$ 290 million).

Fake RMB 1.9 Billion Net Income Calculation 2017 2018 2019
SH Jinjiang Net Income Margin 7.3% 7.1% 8.3%
BTG Net Income Margin 7.6% 10.4% 11.3%
Average SH Jinjiang & BTG 75%| 838%| 9.8%
Huazhu Net Income Margin (ex. Accor) 14.9% 15.3% 15.7%
Difference 7.5% 6.6% 5.9%
Huazhu Reported Revenue (RMB mm) | 8.229.0 | 10,063.0 | 11.212.0 [ 29,504.0
Estimate of Overs tated Net Income (RMBmm) | 613.1 | 659.1| 6615 1,933.7

Source: Bonitas Calculations
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f.  Approved Contractor List Includes Undisclosed Huazhu Employees

As part of its brand quality control, Huazhu “require the franchisees to follow a pre-selected list of qualified suppliers”
when designing and renovating their properties.’® Desktop research revealed Huazhu’s approved contractor list,
which included multiple undisclosed related party contractors and off-book hotel operators. Below we highlighted
entities that acted as both suppliers and franchisee customers to Huazhu.

o3 (MESE)
%= 1S REIEIR
R HEE EEGEERERARELEERAT
=8 =l EREERERERAE
=8 EET riEsmEEE (EF) sReE
=S fh=fz 7 CEEn LIEERAE
E=E] FiE HESEEmRLEERAE I
=l ok HN =N LIRS IRAE]
Ee] e FmROER=E T EaRAS I
b/t B UiEREMEA RN T EERAR
i/ FER EfEEREr L EaRAE
Elg =R IEER R ERREIRASE]
ERE Elg FMiE S TIEaIRAS]
BA, SoARERCER, EHESRRAFAARERENLIEE. et - IEETFESNTRERAS/AIFLHRIEEEER
SEREESEICS (HETAES) Contractors for Huazhu’s = = ne
Owned and Leased Hotels
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Distriet Contractor Cempany
B B LEEE e =z e TRt TEARAE
20 = ESERTEn TEAE
- - - 2F . biEeiEREn T EERAS/ DESRERER
=5 e iﬁ%mﬁ;ﬁﬁmbaﬁ/ﬁ@#@ﬂﬁﬁah FEE TEames
o s Rl EEARR TEaRAS & S UsREERIRERERRAS
EES mEE IENEEEsRAT =ik REEE NIDEEEREREIRAS
== == LEsasn_ pkes =it = BRI
it FwE St ER R TEARAS
il SEEET _igsEEEllERAS] I
s TR R RS EEEIAD) . ——
Zhong %= P T - = A ImrEEERAT
Pefson 2iEm HEELEATIZERAS b=, EE EEEFEm L iEalRAE I
_ E— —
P ESSEd RS REASE ESRATERS AT = Feon THaETEESRAS
&4 eE LsElFR R TRA T ERAS = oy [ —————— I
= i Bz rEaindl | Cl
E=5 E EEsEReE TEERAD
PR FEBEER _iESEE TRARAS % I LEREER LESIRAE]
S =EE EEseEEREEIRERAS = AR FREF T EFERAS

Source: http://www.xyjgmoto.cn/n/44524241.htm

Credit reports for two undisclosed related party contractors revealed significant revenues without profit or assets which
suggests to us their possible use as a front to wash fake cash via construction costs.

Example #1: Zhang Peisong (5k5%f2), current Huazhu Director, owns 10 off-book hotels and is listed as the
contractor (Jii T.77) for Shanghai Zhuhua Construction Engineering Co., Ltd. ( L& {EES TR AR A E,
“Shanghai Zhuhua”).

Credit report for Shanghai Zhuhua revealed revenues tripling from RMB 63.5 million in 2017 to RMB 206.3 million
in 2019, but net profit margin decreasing from 1.9% to only 0.8%. However, Shanghai Zhuhua’s balance sheet was
dominated by RMB 78.3 million of receivables, but only RMB 7.8 million of cash and RMB 5.4 million of inventory.t’

'8 Source: Huazhu 2019 20-F —p. 38
" See Calculations & Tables Appendix
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Example #2: Wang Chunbing (% %) owns 8 off-book hotels and is listed as the contractor (Jii L. J7) for Shanghai
Haiyin Building Decoration Engineering Co., Ltd. (_-ifEifE R #5551 T#2/2 5], “Shanghai Haiyin™). Credit report
for Shanghai Haiyin revealed revenues totaling RMB 117.8 million and RMB 200.7 million in 2018 and 2019,
respectively, and generated net losses in both years. However, Shanghai Haiyin’s balance sheet was dominated by
RMB 12 million of receivables with only RMB 1.5 million of cash and RMB 638,000 of inventory. 18

Many of Huazhu’s undisclosed related party contractors are also listed as limited partners (“LP”) in Huazhu’s fund
Ningbo Hongting Investment Management Center LLP (T ¥ 5L @B EH b0 (BAREEMk) , (“Ningbo
Hongting™).

Ningbo Hongting is a private fund established in May 2017, managed by Huazhu, and consolidated into Huazhu’s
reported financials. Qichacha (/2% %, https://www.gcc.com/) revealed that the LPs of Ningbo Hongting is a list of
Huazhu undisclosed related party off-book hotel operators. To us, the Ningbo Hongting’s fund structure provided a
convenient way for Huazhu to siphon funds into the hands of off-book hotel owners and undisclosed approved
contractors.

TRGAEREEERL (BREK) =F &
EERR SENRE AR + R
BAIES 22 HERAER
=] BAER EERESEA> HEtE BRETHRE
SEIEEEAIRAT 40.00%
) P g
! R arsnare s>
2 FEFSRTEEEER) (BRAK) B YsEE 12.0879% 12.0879%
3 2 FEEISEr 5.6044% 5.6044%
4 ShRit ESSRE =2 4.9451% 4.9451%
5 = H H ES=qEG 3.9560% 3.9560%
£ == pei Bing 5 5
6 2 H HEREW 3.2967% 3.2967%
#2 Zhao Jian ’ :
7 FREEH H B4R 3.2967% 3.2967%
Zhang Peisong
8 b di=<::3 H H 1 3.2967% 3.2967%
== Liu Jianxiong ¢ ;
9 g H H 3.2967% 3.2967%
Xia Jianhua : ;
10 E=—133 Wang Chunblng 3.2967% 3.2067%
" oi2 708 ES=SESI 3.2967% 3.2967%
12 ShfE SETRM 2.9670% 2.9670%
13 FEF HKECIREW 2.6374% 2.6374%
Chen Guofu ) )
14 -2 BRI 2.6374% 2.6374%
Ye Guangfa
15 ‘ ‘ FiR ES=SESI 2.6374% 2.6374%
16 &L - s B4R 2.6374% 2.6374%
= | Ye Jiangjiang
17 N== H 2.6374% 2.6374%
b Liu Lanrong ’ ’
18 = Zhang YIngWGI HEIRLW 2.6374% 2.6374%
19 fst= H H H HERAREA 2.6374% 2.6374%
#*= Jiang Lianhui
20 5orE 1 B 0=l 1.6484% 1.6484%
*  Yuan Hui - ’ ’
21 #HEE HEIRE 1.3187% 1.3187%
22 SRER ESEIE 1.3187% 1.3187%

Source: Qichacha https://www.gcc.com/firm/4bd47a811b73cc00df03a6ab9300ec59.html

'8 See Calculations & Tables Appendix
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APPENDIX - CALCULATIONS & TABLES

1. Credit Reports for 7 independent third-party franchisees revealed aggregate net loss margins of 13.4%.

7 Independent third-party franchisee consolidated Income Statement
Income Statement

RMB'000 AL 2019
Revenue FEWESERA 130,184
Cost of goods sold W E B SRR (53,821)
Business taxes and surcharges |Ji: =5\ &H 4 M I (84)
Gross profit F b &5 g 76,279
Other business income Tk SR 0
Operating expenses B B (42.980)
Administrative expenses I A (50.623)
Finance costs I % 2 (215)
Operating profit =% FiEl (17,539)
Investment gains and losses | A% #E 423 0
Subsidized income RN PN 0
Asset impairment loss I P el 4 0
Non-operating income gk AN 154
Non-operating expenses Pl A (109)
Profit before tax F] i e (17,494)
Income tax Pl 3 A (13)
Net profit J7ETE (17,507)
Net profit margin HBHEE (13.4%)
RevPAR 333.96

Source: Credit Reports

2. MOC data revealed that only 3,020 Huazhu hotels were operated by independent franchisees.

Number of Huazhu Franchizees filed with the Ministry of Commerce
EEEHFABnnd
TEES (b
EERETFXE &) EEFTE IAE (X&)
LEEEETE | HETERE| AELA HEEEaR BLEEEE EEEEEE
(TE>»AR| HELH HanT ing Edsi ] BEESEE| (&) FE | REREEE | (ELE2HE
HEEHEEEER E | Beijing Cry=tal| Xinghong HanTing | EEHELHA | EEFERLA &7
EEEE EEEE Ea Huazhu Hotel | Orange Hotel |  (Shanghai) (Tianjin) Yagao Meihua | Yahua Hotel | Timnjin Yagao | Starway Hotel
(&5 ] [0 @] Huazhu Hotel | Management | Management Hotel Investment Hotel M anage ment Hotel Management
Brmnd Name Brand Name | Mansgement | (Ningho)Co., | Consulting Co.,| M Comsulting Co.,| M (Shanghai) Co., | Management |(Shanghai) Co.,
(E nelish) (Chinese Co., Ltd. Ltd. Ltd. Co.,Ltd Ltd. Co.,Ltd. Ltd. Co., L. Ltd.
HariTine Hotel }R_E x = = x
Hilm =R x x x
Etan Hotsl EE3 x x x
ibis Hote1 e x x x
Omnze Hotel En x x x
HanTine Premium Hotel HEEEES x = -
Ibis Hotel B = = =
[Tbis §tyl=s Hot=l
Starw ay Hotel x = x
x = x
Oznze Select Hotal ETEE R x = x
(Omnze Hotel EFES x x x
Crustsl Omaness Hotel EFREES = =
Manwin Hotels & Resorts e x =
Madizon Hotsl B x
Mareure Hotsl == x x
N ovotel Hotsl = x
Grand Madison Hotel =m=c x
Tona Hotel ERES x x
Blossom Hil Hotels & Resorts |fEFIE x
Grand Mercurs Hotsl == x
T otal number of franchi 2,053 7 400 44 349 1 9 2 135
Grand total number of i 3,020

Source: http://txjy.syggs.mofcom.gov.cn/
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3. Calculation of Huazhu’s net PP&E (ex. buildings) per room of RMB 54.502 as of CYE’19.

Huazhu net PP&E (ex. buildings) per Hotel Room

RMB'000 (except for per room figures) CYE2019
Buildings 247,000
Leasehold Improvements 8,414,000
Furniture, fixtures and equipment 1,270,000
Motor vehicles 1,000
Gross PP&E 9,932,000
Accumulated depreciation (4,918,000)
Net PP&E 5,014,000
Min. net value of buildings (assume completely depreciated) 0
Max. net value of buildings (assuume no deprecation) 247,000
Max. net PP&E (ex. buildings) 5,014,000
Min. net PP&E (ex. buildings) 4,767,000
Number of rooms in leased and owned hotels 87,465
Max. net PP&E (ex. building) per room (in RMB) 57,326
Min. net PP&E (ex. building) per room (in RMB) 54,502 |

Source: Huazhu 2019 20-F

4. Historical chart of Huazhu’s reported net PP&E (ex. building) per room since 2016.

56,000 Huazhu reported min. net PP&E (ex. buildings & CIP) per room
54,000
52,000

50.000

48,000

RMB

46,000

44.000

42,000

40,000
CYE2016 CYE2017 CYE2018 CYE2019
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5. Credit reports for 19 Huazhu self-operated hotels revealed half the PP&E per room versus Huazhu’s

CYE’19 SEC-reported figure.

Net PP&E (ex. buildings) of Huazhu Self-Operated Hotels

Long-term
Net value of | prepaid Net PP&E

Number of [ RevPAR [fixed assets | expenses |(ex. buildings)
Name (English) Name (Chinese) Rooms (RMB) (RMB'000) | (RMB'000) | (RMB'000)
Shanghai Qin Ting Hotel Management Co., Ltd. b JEE P 5 A PR A ) 94 156.40 790 0 790
Shanghai Xinting Hotel Management Co., Ltd. T A IR A A 62 143.57 635 0 635
Shanghai Hongting Hotel Management Co., Ltd. A P AT PR A 304 291.35 2,236 19,034 21,270
Shanghai Huiting Hotel Management Co., Ltd. g Y A AT PR 141 349,52 1,660 0 1,660
Guangzhou Chengting Hotel Management Co., Ltd. |J"}H FREH i 45 B4 R4 7] 137 303.95 398 0 398
Guangzhou Shangbin Hotel Co., Ltd. J N T T A PR A D 111 229.82 427 0 427
Guangzhou Royal Hotel Management Co., Ltd. T AP A B IR A 350 468.51 1544 0 1,544
Shanghai Guiting Hotel Management Co., Ltd. bR P 5 A PR A ) 122 236.56 392 0 392
Shanghai Minting Hotel Management Co., Ltd. R P A AT PR A 119 211.70 498 0 498
Shanghai Songting Hotel Management Co., Ltd. A P A AT PR A ) 122 241.66 413 1,606 2,019
Shanghai Yinting Hotel Management Co., Ltd. L P A AT PR A ) 241 433.68 827 0 827
Shanghai Hongxi Hotel Management Co., Ltd. IR A PR A A 246 383.16 2218 0 2218
Shanghai Mingxin Hotel Management Co., Ltd. AR RO A A PR A 266 89.99 701 4,624 5,325
Shanghai Leshu Hotel Management Co., Ltd. b3 SR AP 5 A PR A ) 214 278.04 1,145 16,546 17,691
Shanghai Duting Hotel Management Co., Ltd. VA R P 5 A A PR A ) 148 255.00 329 13453 13,782
Shanghai Tongji Hotel Management Co., Ltd. i P A A PR A 199 483.20 930 0 930
Shanghai Changting Hotel Management Co., Ltd. [ I ¥4 B2 {75 & 5 58 A [ 8 =) 98 419.07 899 0 899
Shanghai Su Ting Hotel Management Co., Ltd. g R A A PR A 88 179.61 290 3,358 3,648
Naniing Evervyue Hotel Manadement Co,, Ltd, L S R IR A T 117 225.08 2244 0 2244
Total 3,179 306.84 18,576 58,621 77,197
Net PP&E ‘ex. buildingl per room ‘RMB) 24.283.42

Source: Trip.com, Credit Reports

6. 2019 Credit Report for HanTing Xingkong (Shanghai) Hotel Management Co., Ltd.

2019 Credit Report for HanTing Xingkong (Shanghai) Hotel Management Co., Ltd. (({JZ 225 ( &) JH/EEH

HIR/AE], “Hanting Xingkong™), one of Huazhu’s largest operating subsidiaries operated multiple different

Huazhu-branded hotels, reported net PP&E per room of RMB 33,234, a mere 61% of Huazhu’s CYE’19 SEC-

reported figure.®

Hanting Xingkong: 367 Huazhu self-operated hotels & 40,432 rooms

Hanting Xingkong Net PP&E (ex. buildings) per room as of CYE2019

RMB'000 (except per room figures) CYE2019
Net value of fixed assets 148,751
Long-term prepaid expenses 1,194,947
Total net PP&E (ex. buildings) 1,343,698
Number of rooms 40432
Net PP&E (ex. buildings) per room (RMB) 33,234

Source: Trip.com, Credit Reports, Bonitas Calculation

19 According to Dianping and Trip.com, Hanting Xingkong operated at least 367 self-operated hotels and 40,432 rooms under the Huazhu brand.
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7. 2019 Credit Report for Beijing Crystal Orange

Beijing Crystal Orange opened or renovated 18 of its 27 hotels in 2018 or 2019, which suggests insignificant
depreciation impact.

Beijing Crystal Orange Net PP&E (ex. buildings) per room as of CYE2019

RMB'000 (except per room figures) CYE2019

Net value of fixed assets 53,315
Long-term prepaid expenses 0
Total net PP&E (ex. buildings) 53,315
Number of rooms 3,992
Net PP&E (ex. buildings) per room (RMB) 13,355

Source: Trip.com, Credit Reports, Bonitas Calculation

8. Credit Reports for independent third-party franchisee hotel operators

Credit Reports revealed that independent third-party franchisee hotel operators carried net PP&E (ex. buildings) per
room of RMB 11,459, only 21% of Huazhu’s CYE’19 SEC-reported figure.

Net PP&E (ex. buildings) per room as of CYE'19 of Huazhu's Inde pendent Franchisees

Long-term

Net value of| prepaid Net PP&E
Numberof | RevPAR |fixed assets | expenses |(ex. buildings)

Name (English) Name (Chinese) Rooms (RMB) (RMB'000) | (RMB'000) | (RMB'000)
Hangzhou Komanxuan Hotel Co., Ltd. BB 2 B G A PR A A 173 244.17 2,920 0 2,920
Beijing Yunheyuan Hotel Co., Ltd. AL HUE AR A PR A 7 154 294.47 3,508 0 3,508
Shanghai Comfort Hotel Management Co., Ltd. OIS EE S A R A 150 193.22 1,049 0 1,049
Beijing Wancheng Huafu International Hotel Co., Ltd. |k 75 BT [ il i A PR 7] 128 419.71 2,135 0 2,135
Beijing Hongfulin Hotel Co., Ltd. St AR I P A PR A =) 90 741.34 886 0 886
Hangzhou Senxing Hotel Co., Ltd. BB E AR A | 132 59.28 1,462 0 1,462
Shanghai Ruilu Hotel Management Co., Ltd. g B S ) A PR 7D 241 464.01 279 0 279
Total 1,068 333.96 12,239 0 12,239
Net PP&E (ex. building) per room (RMB) 11,459.74

Source: Trip.com, Credit Reports, Bonitas Calculation
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9. Credit Reports for 19 Huazhu off-book hotels

Credit reports for 19 Huazhu off-book hotels revealed net PP&E (ex. buildings) per room average of RMB 4,599,
only 8% of Huazhu’s CYE’19 SEC-reported figure.

Long-term
Net value of prepaid NetPP&E (ex
Number of RevPAR fixed assets expenses building)
Name (English) Name (Chinese) Rooms (RMB) (RMB'000) | (RMB'000) | (RMB'009)
Shanghai Xinhe Hotels Co..Ltd.
FEEMESHERAF 92 5.12 45 284 329
Shanghai Xuxin Hotel Management
Co,Ltd. LEEEEETETELT 118 43608 3045 0 3045
Shanghai Ruisen Hotel
Management Co. Ltd. rERREEEEEEAT 120 12705 8 15 53
ShanghaiHao ShiHotel
Management Co..Ltd. HERTEETERRLT 182 31766 251 0 251
Shanghai Shengshi Hotel
Management Co., Ltd. LESG EEEEERLT 93 14683 0 0 0
Shanghai Juting Hotel Management
Co. L1 TEREEEEEREAT 216 24461 50 0 50
Shanghai Zhongguibao Property
Management Co.. Ltd. FETREMIEEERAT 78 1372 327 0 327
Shanghai Jinxingli Hotel
Management Co., Ltd. EEANNEEEEERAT 135 177.05 71 o8 169
Shanghai Weishan Hotel
Management Co., Ltd. rERSEEEEARAT 50 10822 208 0 208
Shanghai Shenhua Holiday Hotel
Managemeat Co.. Ltd. LESEBEREEEEERAT 195 29651 208 0 208
ShanghaiHeng Rui Hotel
Management Co., Ltd. LEEREEEEERLT 137 10626 6 0 6
Beijing Aibao Hotel Management
Co- Ltd. GEEREEEEEELT 43 433 66 4202 0 4202
Shanghai Shenyou Hotel
Management Co., Ltd. EEREEEEEERAT 185 036 0 0 0
Shanghai Ascent Hotel
Management Co., Ltd. EEFAEEEERRAT 117 58.56 1452 0 1452
Beijing Qianmen Sanlihe Hotel Co_,
Lid RS NEEERAT 57 143 14 1,003 0 1,003
Zhandongbahao (Beijing) Hotel Co,
Ltd. WEHS GER) REFRAF 178 410.84 72 0 72
Shanghai Yingjia Hotel
Management Co.,Ltd. FEOFEEEERIRAF 147 26221 181 0 181
Shanghai Yoyun Hotel
Management Co., Ltd. TEEmEEEERRLE 140 14230 88 0 88
Jiaxing Jiaji Hotel Management Co .,
Lid ﬁﬁ“’“ %‘I%ﬁﬁ]ﬁﬁaﬁ:&ﬁ 11 L2671 348 0 348
otal 2803 24012 12465 427 12,802
b et PP&E (ex. bu.llﬂ )Per room (RMB) 4.599.36

Source: Trip.com, Credit Reports, Bonitas Calculation
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Cumulative Income Statement for 19 Off-Book Hotels

Income Statement

RMB'000 A& T 2018 2019
Revenue FESFERA 206,557 274,067
Cost of goods sald e S A 5V N (68.751) (104.465)
Business taxes and surcharges Jii: 3 =V 354 BN (727) (790)
Gross profit F 5N 55 Al 132,819 168,812
Other business mcome I sl 55 F)iE 0 0
Operating expenses = A ridas (73359)  (85.581)
Administrative expenses T P 9 (52.709)  (73.616)
Finance costs W % T (203)  (2.450)
Operating profit VA 6,912 7,165
Investment gains and losses e dinas 0 0
Subsidized income IENINTV N 0 0
Asset impairment loss BT P PR AR (100) 0
Non-operating income Jinz &l AR 157 508
Non-operating expenses = | Al (378) (250)
Profit before tax ) i SR 6,358 5,950
Income tax RS (405)  (1.556)
Net profit b FEIF 5,953 4,394
Net profit margin bR 2.9% 1.6%

Source: Credit Reports

Cumulative Balance Sheet for 19 Off-Book Hotels

Balance Sheet

RMB'000 AL Fo CYE2018 CYE2019
Other receivables HoAth SR 51,718 75,767
Total current assets mah gt 182289 184.189
Total non-current assets ERBE ISt 27.028 41,972
Total assets il 209,317 239,260
Other payables B Nk 130,804 135444
Total current liabilities i) it 193306 208,119
Total non-current liabilities e sh ot 395 10,450
Total Liabilities fifsi il 193,701 219,369
Total owner's equity AT H R 15,616 19,891

Source: Credit Reports
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10. SH Jinjiang net PP&E (ex. buildings) per room calculation.

Shanghai Jinjiang net PP&E (ex. buildings) per Hotel Room as of CYE2019

Shanghai

Shanghai Jinjiang

Jinjiang PRC
RMB'000 (except for per room figures) |Consolidated| GDL Business
Buildings 8843918 | 5,164,881 | 3,679,037
Leasehold Improvements 703,084 315,918 387,166
Furniture, fixtures and equipment 3,215,387 | 1,030536 | 2,184,851
Motor vehicles 21,221 0 21,221
Gross fixed assets 12,783,610 | 6,511,335 | 6,272,275
Accumulated Depreciation (7,640582) (4,491,888)| (3,148,694)
Net fixed assets 5,143,028 | 2,019,447 | 3,123,580
Net value of buildings 4132213 | 1,766,201 | 2,366,012
Net fixed assets (ex. buildings) 1,010,815 253,246 757,569
Net value of long-term prepaid expenses in China 2,233,823
Net PP&E (ex.buildings) in China (in RMB) 2,991,392
Number of rooms in self-operated hotels in China 89,634
Net PP&E (ex.buildings) per room in China (in RMB) 33,373

*EUR1 = RMB7.8155
Source: Shanghai Jinjiang 2019 Annual Report, GDL 2019 Annual Report

11. BTG Calculation net PP&E per room

BTG Hotels net PP&E (ex. buildings) per Hotel Room

RMB'000 (except for per room figures) CYE2019
Buildings 2.601.513
Leasehold Improvements 247559
Furniture, fixtures and equipment 1486.619
Motor vehicles 73.859
Gross fixed assets 4,409,551
Accumulated depreciation (1.998.571)
Net fixed assets 2,410,980
Net value of buildings 1.686.209
Net fixed assets (ex. buildings) 724,771
Net value of long-term prepaid expenses 2278288
Net PP&E (ex. buildings) 3,003,059
Number of rooms in company operated hotels 102.684

Net PP&E (ex. buildings) per room (in RMB [ 29246 |

Source: BTG Hotels 2019 Annual Report

Source: Huazhu 2019 20-F, Shanghai Jinjiang 2019 Annual Report, BTG Hotels 2019 Annual Report, Bonitas Calculation
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12. Credit report for undisclosed approved construction contractor Shanghai Zhuhua

Credit report for Shanghai Zhuhua revealed revenues tripled from RMB 63.5 million in 2017 to RMB 206.3 million
in 2019 with minimal net profits and its balance sheet dominated by RMB 78.3 million of receivables and limited cash

& inventory.

Income Statement FiE xR

RMB'000 AEd oo 2017 2018 2019
Revenue EEWFEWA 63,526 130,121 206,278
Cost of goods sold W EE N F A (57.955) (118.403) (184.067)
Business taxes and surcharges ;5 b % 2 4= M2 N (317) (456) (890)
Gross profit EENERE 5,254 11,262 21,321
Other business income ek & AR 0 0 0
Operating expenses E T (3.147) (8.268) (17.858)
Administrative expenses TCE R (570) (779) (913)
Finance costs T % 2T (302) (428) (501)
Operating profit =2 PG| 1,235 1,787 2,049
Investment gains and losses  JI:AZ i 2 0 0 0
Subsidized income RN N 0 0 0
Asset impairment loss R IRE A FE S 0 0 0
Non-operating income IE=RI 2PN 0 0 0
Non-operating expenses BCE AN 0 0 0
Profit before tax PR ERsE 1,235 1,787 2,049
Income tax T:FT 3R (8) (300) (454)
Net profit Y EINE| 1,227 1,487 1,595
Net profit margin A F 1.9% 1.1% 0.8%
Balance Sheet e &

RMB'000 A e CYE2017 CYE2018 CYE2019
Cash and cash equivalents TRmB e 3370 5.081 7831
Short-term investments R Ev s 0 0 0
Bills receivable IS 0 0 0
Accounts receivable TSN 16,050 38,015 66.345
Other receivables At RIGK 2079 7,535 11.909
Prepayments AT ST 2965 8.211 11233
Inventory 1718 1.446 3,064 5434
Prepaid expenses T e 2l T 0 0 0
Other current assets FoAh A8 55 0 0 0
Total current assets Wah & /=4l 25,910 61,906 102,752

Source: Credit Reports
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13. Credit report for undisclosed approved construction contractor Shanghai Haiyin

Credit report for Shanghai Haiyin revealed revenues totaling RMB 117.8 million and RMB 200.7 million respectively
in 2018 and 2019 with net losses in both years.

Shanghai Haiyin’s balance sheet was dominated by RMB 12 million of receivables with only RMB 1.5 million of
cash and RMB 638,000 of inventory.

Income State ment

RMB'000 ARl FIr 2018 2019
Revenue EX-E 2PN 117,842 200,736

Cost of goods sold DB S AR (115,611) (197,037)
Business taxes and surcharges V3= V. 55 B 4 K B (164) (599)
Gross profit EE WS FHE 2,067 3,100

Other business income I3k 55 A 0 0

Operating expenses JENY B 0 0

Administrative expenses el PR O (2,532) (3,188)
Finance costs I 55 5 H 11 5

Operating profit B LF) (454) (83)
Investment gains and losses B % 451 2 0 0

Subsidized income NN 0 0
Asset impairment loss IR P A T 0 0
Non-operating income PIR=N 2NN 0 0
Non-operating expenses TE AN H (13) 0
Profit before tax I3 B (467) (83)
Income tax JRPTFBL 0 0
Net profit b (467) (83)
Balance Sheet

RMB'000 NEB T CYE2018 CYE2019
Cash and cash equivalents TRmd4 1,223 1,527
Short-term investments LA Bt 0 0
Bills receivable A 0 0
Accounts receivable IS 2,885 3,002
Other receivables Hopt 2R 7,707 8,963
Prepayments oA R I 0 0
Inventory e 554 638
Prepaid expenses e 9 H 0 0
Other current assets HoAh B = 0 0
Total current assets WhBE =&+ 12,369 14,130
Long-term investment S 0 0
Net value of fixed assets [i5] 5 B 7= 1 4,269 4,257
Construction in progress R T 0 0
Intangible assets TR 5= 0 0
Long-term prepaid expenses K453 2% H] 0 0
Other long-term assets HAhAK BT = 0 0
Other assets Hopt 55 7= 0 0
Deferred tax assets 166 SUE A 31 I 0 0
Total non-current assets  JEFWBHE =&t 4,269 4,257

Source: Credit Report
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UNDISCLOSED RELATED PARTY APPENDIX

Details of the connected relationships between Huazhu and undisclosed current Huazhu employees are laid out in this
appendix for ease of reference. We used a strict definition of related party relationships and limited inclusion to those
companies owned by (a) current Huazhu employees; (b) Huazhu Suppliers; and (c¢) Huazhu Co-Investors. Huazhu’s
SEC filings did not disclose any existence of such relationship in its related party transaction disclosure.

Below is a table of a portion of current Huazhu employees/supervisors/directors that we have come across as owning

Huazhu off-book hotels.

Some Franchisees that are owned by Huazhu Employees

Hotel Name

Hotel Operator

Huazhu Employee

o Ratiny St
JI Hotel Shanghai Xietu Road

A S A PR A
Shanghai Xuxin Hotel Management Co., Ltd.

TRHERA
Zhang Peisong

Hanting Shanghai Xianxia Road Hotel

Shanghai Puhan Hotel Management Co., Ltd.

427 RGBS L ERT AT B A 7 FREHA
JI Hotel Shanghai Jingiao Yunshan Road Shanghai Xinhe Hotels Co., Ltd. Zhang Peisong
DURE b3 2R 22 BRI b BRI B IR A GREE A
Hanting Shanghai Dong'an Road Hotel Shanghai Juting Hotel Management Co., Ltd. Zhang Peisong
DURE LA B B BN E B AR A FRE A

Zhang Peisong

DURE iR 2B 5
Hanting Shanghai No. 2 Dong'an Road Hotel

RS B AT PR A ARIC A A
Shanghai Juting Hotel Management Co., Ltd. Xuhui Branch

TKEERA
Zhang Peisong

DUE LR ZRIZ )R
Hanting Shanghai Pudong Airport Hotel

L BRI A PR
Shanghai Ruisen Hotel Management Co., Ltd.

FREEHA
Zhang Peisong

A ZRUNNE T YT o8 345 1 el WG 15
Ji Hotel Hangzhou Binjiang Jiangling Road

BN A IR AR A PR A )
Hangzhou Meng'er Holiday Hotel Co., Ltd.

FREE A
Zhang Peisong

T W] 55 ORI I

JI Hotel Jiaxing Nanhu Business Avenue

TN A PR ]
Jiaxing Jiaji Hotel Management Co., Ltd.

R
Zhang Peisong

AZEHE T B T R A
JI Hotel Haining Haichang South Road Leather City

T R TR AT PR A )
Haining Heji Hotel Management Co., Ltd.

TREE R
Zhang Peisong

DUREE T 1 B T B A
Hanting Haining Haichang South Road Leather City Hotel

T RFEEE AR A
Haining Heji Hotel Management Co., Ltd.

FREE A
Zhang Peisong

DUREAL 54 57 7 K B

JEHT IR AT A BEA R A T

pllfecdid

Hanting Hotel Beijing Huamao West Dawang Road Beijing Leshu Hotel Management Co., Ltd. Liu Jianxiong
DURERLIH DY 275 R 1 70 U SIURTERY )5 A A PR A ) X I
Hanting Hotel Hangzhou Sijiging Clothing Market Hangzhou Kaishuo Hotel Management Co., Ltd. Liu Jianxiong
LI X B s JEZ 11 < LRI 5 5 PR PR ) X1 e

JI Hotel Xiamen Airport District Government Xiamen Jinkaishuo Hotel Management Co., Ltd. Liu Jianxiong
DUE M P AT TN LRGSR PR A ) piljciviid
Hanting Hotel Huzhou South Street Huzhou Kaishuo Hotel Management Co., Ltd. Liu Jianxiong
VUEE L8 H -5 R EERIINRE R TR A HwE
Hanting Hotel Shanghai Tianzifang Shanghai Weishan Hotel Management Co., Ltd. Xia Suizhi
VUEE LRI 1 2 BR A AR S AR A PR CRuEsy
Hanting Hotel Shanghai Hongkou Football Stadium Metro Station Shanghai Jiahua Hotel Management Co., Ltd. Xia Suizhi
DURE Lt I LR A B T HWE
Hanting Hotel Shanghai East China Normal University Shanghai Yuyun Hotel Management Co., Ltd. Xia Suizhi
DUREDRAE i 5 R B LRI PR R A ) HEE
Hanting Premium Hotel Shanghai East Nanjing Road Shanghai Xianyi Hotel Management Co. Ltd. Liu Jianxiao

Source: Huazhu website, Dianping, Trip.com, SAIC apps
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a. Huazhu Director Zhang Peisong owns and operates 10 off-book hotels

Zhang Peisong (5k£2f2) is a current Huazhu employee, a LP of Huazhu’s insider fund Ningbo Hongting, and a

shareholder of at least 10 Huazhu branded off-book hotels.

Franchisees that are owned by Zhang Peisong

JI Hotel Shanghai Jingiao Yunshan Road

Hotel Name Hotel Operator

A7 PR BRI L U Y A PR A

JI Hotel Shanghai Xietu Road Shanghai Xuxin Hotel Management Co., Ltd.
47 BT L AR EA R A

Shanghai Xinhe Hotels Co., Ltd.

DURE b3 7R 22 B
Hanting Shanghai Dong'an Road Hotel

i SR I A R A T
Shanghai Juting Hotel Management Co., Ltd.

DURE A 75 G )
Hanting Shanghai Xianxia Road Hotel

B DU A PR
Shanghai Puhan Hotel Management Co., Ltd.

DURE LR 22 % )
Hanting Shanghai No. 2 Dong'an Road Hotel

bV SR A R A mIARIC 4 A
Shanghai Juting Hotel Management Co., Ltd. Xuhui Branch

DURE LR 2R LI
Hanting Shanghai Pudong Airport Hotel

e T R A PR
Shanghai Ruisen Hotel Management Co., Ltd.

A ZRATT N VE T VL o 6 b Rl G )
Ji Hotel Hangzhou Binjiang Jiangling Road

UM 7R A 7 i A B 2 )
Hangzhou Meng'er Holiday Hotel Co., Ltd.

Lo DT R 45 R TE s

JI Hotel Jiaxing Nanhu Business Avenue

XN EE AR AR
Jiaxing Jiaji Hotel Management Co., Ltd.

Hanting Haining Haichang South Road Leather City Hotel

ARG T B P R B AT BT RS E AR A A
JI Hotel Haining Haichang South Road Leather City Haining Heji Hotel Management Co., Ltd.
DURENE T 2 T I B 5 300 )5 BT ARFBETEARA A

Haining Heji Hotel Management Co., Ltd.

Source: SAIC, Dianping

Qichacha lists Zhang Peisong as the “person in charge” of Huazhu subsidiary Hanting Hesheng (Suzhou) Hotel

Management Co., Ltd. Renmin Road Branch (ZEERIfE (7)) JHIEE

SHA R A A REEST/AE]), which

operates Ji Hotel Suzhou Guangian Street Leqgiao Metro Station (42575 N Wi SR A7 i 2 b B 5).

‘Zhang PEISOH%
mEA FRIEDR e

Hangtmg Hesheng (Suzhou) Hotel Management Co., Ltd. Renmln

NEMRE (M) EESEERA

YEAREAR
RSz EEE: 2018-02-01
18761945412

Bf#E: 1113693309@qq.com EEE:
HefE: FM ST EEREE1S

BEBlIEE 1 (Aheth 90%)
China Lodging Holdings (HK) Limited

=oe mpsEIEE

W) BEEESEAE o .

BEHEITEE 2 (e 10%)
CHINA LODGING HOLDINGS{HK) LIMITED
HiE A FEAE

China Lodging Holdings (HK) L -
2 imited 100%
China Lodging Holdings (HK) Limited is the
ultimate 100% shareholder of Hanting
Hesheng (Suzhou) Hotel Management Co.,
Ltd Renmin Road Branch

FEH)BEEEEERLAARES 2T

- HEEFIEE (N EEEESRLTE

B (HE)

EFIIECHH) EEEEER

Source:

https://www.qcc.com/search?key=%E6%B1%89%E5%BA%AD%ES%92%8C%E8%83%9C % EF%BC%88%E8%8B%8F%ES5%B7%IEWEF%B

C%89%E9%85%92 %E5%BA%I7%E7 %AEYAL%ET%90%86 %E6%9C%89%EI%II%I0%ES%85%ACHES%EFYBEYUEAY%BA%BAYEE%B

0%91%E8%B7%AF%E5S%88%86 %E5%85%AC%ES%8F%B8
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Zhang Peisong is also a LP in Huazhu’s Ningbo Hongting.

T35 RS R = P
3}2:; EET LTSNty TSAmRAEERO (HRatk B—F oA APPTE v
Ningbo Hongtin
BRAES ERFL ZEWR LBERS AR RS EL/N
YAETAET ,»3 Huazhu 40.00%
v [ — A 27.9121% s 2540
N BO1RES >
= Ningbo Qi1 Galaxy Investment Management Center LLP. 100% subsidiary of Huazhu
2 BRd sEArsRTRasEao (FRA) 5 12.0879% 12.0879% 1100
3 ‘ 4 B 1 5.6044% 5.6044% 510
4 Sr8it ; 4.9451% 4.9451% 450
5 ®E 3.9560% 3.9560% 360
I i B 3.2967% 3.2967% 300
7 B %S Zhane Peisong 37 3.2967% 3.2967% 300
8 32 * 3.2967% 3.2967% 300
9 | ] |=F &7 3.2967% 3.2967% 300
g &= Wang Chunbing
10 { : J il 3.2967% 3.2967% 300

Source: https://www.gcc.com/firm/4bd47a811b73cc00df03a6ab9300ec59.html

For example, Dianping revealed that Hanting Shanghai Xianxia Road Hotel (¥ Jz£ FJEIIEEEEE)E) is operated by

Shanghai Puhan Hotel Management Co., Ltd. (58 VW JE & B A FR 4\ 5], “Shanghai Puhan™).?° Bonitas
fieldwork investigators were told that the hotel is operated by Shanghai Puhan.?!

00N 28 5
i
x L] L]
L] . " *
L3
wk
“" » om ¥ 0
¥ f L]
5
e
“ Gy B
L R v

P OCTETERES )
WE BLEAEMS: 1720

N ORREER B S H AR I W O~ ST
HIOFERER-AR

MIHARLR: S0 FE- RUBREOE- AT ATH
LB~ FEAREN-AR

AAFRER: S RAEH - KT RTEEN T A%
HHNE

MXERBHR - BT 21| BE R EPRE EPTFR-
UM LA F QBB

2 : FBiE: 021-62361616  f§M: 021-62601588
o g - ieit: LSHRTRFAH1006S
== HB4R: 200336

"'Saurce: Bonitas fieldwork

20 source: http://hotels.huazhu.com/inthotel/detail/2000517?HotelLevel=0&CheckInDate=2020-07-28&CheckOutDate=2020-07-29
2 source: http://www.dianping.com/shop/G9dAbMMQroiH6a2s
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Trip.com and a former VP of the Hanting hotel chain.
companies in multiple provinces.

Cheng Jun EEZE 20%

Zhang Peisong
SRS 40%

Hong Guoming
HER 40% —

Source: https://www.qgcc.com/firm/300GRBS.shtml#base
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X EE .
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EEFE: 0579-85830099 == 1 =M: %

HlesE: 422 BE7E: bwd-yw@huazhu.com itk RIS M SHEMGIE] 345 il
A) RS conEs. T BREEEE T
bl iz 274 Fig 790 LS smesmmsi A5 RS

== ) 2020-08-28

EBiE: 021-61434888 == 1 EM: www.huazhu.com
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Source: Qichacha

Qichacha revealed that Shanghai Puhan is owned by 3 individuals: Zhang Peisong (5kE%#4, 40%), Hong Guoming (
HEERA, 40%), and Cheng Jun (5%, 20%).

Cheng Jun is closely related to Huazhu, Chairman Qi Ji and co-founder He Hui. Cheng Jun was a former Sr. VP of
Cheng Jun is currently a Supervisor of multiple Huazhu
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b. Huazhu Director Liu Jianxiong owns and operates 4 off-book hotels

Liu Jianxiong (xI|/%& %) is a Director and Supervisor respectively of Huazhu’s subsidiaries Shanghai Ruiji Hotel
Management Co., Ltd. (#5215 & B A FR/A 7]) and Shanghai Mingxin Hotel Management Co., Ltd. ( &4,
ol s E AR, ), as well as a LP in Ningbo Hongting.

We counted Liu Jianxiong as shareholder of at least 4 Huazhu off-book hotels.
Franchisees that are owned by Liu Jianxiong

Hotel Name Hotel Operator

DUEAL 5 57 7 O R B U R B B PR A

Hanting Hotel Beijing Huamao West Dawang Road Beijing Leshu Hotel Management Co., Ltd.

DURERTIH VY235 AR A 17 310 B UG )5 5 BEAT IR A )

Hanting Hotel Hangzhou Sijiging Clothing Market Hangzhou Kaishuo Hotel Management Co., Ltd.

SZEIE TN X BURFR & JEE 171 < VRS o 5 A R )

JI Hotel Xiamen Airport District Government Xiamen Jinkaishuo Hotel Management Co., Ltd.

DUREWIN P T TP VBT R 2 A PR A )

Hanting Hotel Huzhou South Street Huzhou Kaishuo Hotel Management Co., Ltd.
Source: SAIC, Dianping

c. Contractor Wang Chunbing owns and operates 8 Huazhu off-book hotels

Hanting Shanghai Andong Road Hotel (VX JiE _FJERZEH4TE)E) is operated by Shanghai Juting Hotel Management
Co., Ltd. (¥R IEEE)E & B4 TR/A 7], “Shanghai Juting™).?? Qichacha revealed that Shanghai Juting is owned by
3 individuals: Zhang Peisong (53212, 40%), Wang Chunbing (3 £%, 30%), and Cheng Jun (%2, 30%).

Wang Chunbing (£ fx) is listed as an approved Huazhu contractor and is an LP in Huazhu’s managed fund Ningbo
Hongting. We counted from Dianping that Wang Chunbing owns and operates at least 8 Huazhu off-book hotels.

Franchisees that are owned by Wang Chunbing

Hanting Hotel Shanghai Xinhua Hospital

Hotel Name Hotel Operator

PURE b AR 2 B b SR A PR

Hanting Hotel Shanghai Dong'an Road Shanghai Juting Hotel Management Co., Ltd.
DURE L AR 1 e i L IR G A R

Shanghai Hao Shi Hotel Management Co., Ltd.

PURE R AR 2B )k
Hanting Hotel Shanghai Dong'an Road No. 2

b TR A IR wARIC A A ]
Shanghai Juting Hotel Management Co., Ltd. Xuhui Branch

PUEE LI 2R L s
Hanting Hotel Shanghai Pudong Airport

i AR A R
Shanghai Ruisen Hotel Management Co., Ltd.

DURE T8 22 B34 74 1 SR )
Hanting Hotel Xi'an Ming City Wall West Gate

222 < 3P )5 A B A PR )
Xi'an Jinyan Hotel Management Co., Ltd.

VAT 22 G 1A I 3 A
Hi Inn Xi'an West Gate Waiming City Wall Hotel

222 < 3P )5 B A PR )
Xi'an Jinyan Hotel Management Co., Ltd.

ZEUFE X T i
JI Hotel Jinan High-tech Zone Wanda Plaza

G T R ST b A R )
Jinan Tingmei Hotel Management Co., Ltd.

TUEEGE T rep X R R G
Hanting Hotel Jinan High-tech Zone Phoenix Road

R A SR A PR A
Jinan Quanmei Hotel Co., Ltd.

Source: SAIC, Dianping

22 Source: http://hotels.Huazhu.com/inthotel/detail/2000323?HotelL evel=0&CheckInDate=2020-05-29& CheckOutDate=2020-05-30

Source: http://www.dianping.com/shop/k21GQjkY5zgkRR2j
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d. Huazhu Director Xia Suizhi owns and operates 3 off-book hotels

Xia Suizhi (E# %) is the Legal Representative and Director of Huazhu’s subsidiary Shanghai Yuxin Hotel
Management Co., Ltd. ( FEEFGH)EE A R2\E]), which operates Hanting Hotel Shanghai Jiangning Road (7X
it B TR H)E).2 Our analysis reveals that Xia Suizhi owns and operates 3 Huazhu off-book hotels.

Franchisees that are owned by Xia Suizhi

Hotel Name Hotel Operator

DURE it H - 5 0 U ER N A R A

Hanting Hotel Shanghai Tianzifang Shanghai Weishan Hotel Management Co., Ltd.
DUEE AT 1 2 TR A7 M Bk Y A A B A ]

Hanting Hotel Shanghai Hongkou Football Stadium Metro Station Shanghai Jiahua Hotel Management Co., Ltd.
ARG PN RS R A B A

Hanting Hotel Shanghai East China Normal University Shanghai Yuyun Hotel Management Co., Ltd.

Source: SAIC, Dianping

e. Huazhu Director Liu Jianxiao is the shareholder of Shanghai Xianyi

Shanghai Xianyi’s shareholder list includes undisclosed related party Liu Jianxiao (XI|ZHZ), a current Director of
multiple Huazhu subsidiaries together with Liu Jianxiong, and Supervisor of a Huazhu equity investee.

Liu Jianxiao
FnE = VIEERE 3=k
70% 10% 10% 10%
Y \J Y \j

IS0 S EAG ) Shanghai Xianyi

Source: https://www.gcc.com/firm/72AHOR8.shtml

Shanghai Kaicheng Hotel Management Co., Ltd., an equity investe
LERREEEEERNE]

S 28 IR o SEHR 10 EERS o EAVERE 2

¥|E#E LiuJianxiong, Director of multiple Huazhu subsidiaries =25
C_hen Andong, Chairman of 100+ Huazhu subsidiaries and branches

IF=F B mE
sFzEE Liu Jianxiao 0Tl > wE

Source: https://www.gcc.com/firm/5765b8999dbbfe04700b01bd9681d3b6.html

Shanghai Kaicheng Hotel Management Co., Ltd., an equity inve: hu
HEREEEEERAE

=8 22 IR o FEWR 2 FENES o AR 2
Supervisor
FI[EEE Liu Jianxiao ==
wEE B IRl m=

Source: https://www.qcc.com/firm/fa0e7b2dce14201daba6e27b661ac6c9.html

2 Source: https://www.qgcc.com/firm/14BVCVA.shtml
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f.  Cjia Supervisor Weng Haimei owns and operates 2 Huazhu off-book hotels

Weng Haimei (%578#8) is the Supervisor of Cjia’s subsidiary Shanghai Bincheng Hotel Management Co., Ltd. (_E/&
Wik B B A TR A E]).2* Our analysis revealed that Weng Haimei owns and operates 2 Huazhu off-book hotels.

Huazhu Franchisees that are owned by Weng Haimei

Hotel Name Hotel Operator

227 LT E B U 0 ¥ AR T A R R AR

JI Hotel Shanghai New International Expo Center Shanghai Shenhua Holiday Hotel Management Co., Ltd. Huamu Store
422 b P B BT B g B E A R AR

JI Hotel Shanghai Longyang Road Maglev Shanghai Zhongguibao Property Management Co., Ltd.

Source: SAIC, Dianping

g. Ciia Supervisor Pei Bing owns and operates 3 Huazhu off-book hotels

Pei Bing (3£ fx) is the Supervisor of Cjia’s subsidiary Beijing Yuecheng Hotel Management Co., Ltd. (J55 1+ 7K
JEEHARR/AF]) and a LP of Ningbo Hongting.?> Our analysis revealed that Pei Bing owns and operates 3 Huazhu
off-book hotels.

Huazhu Franchisees that are owned by Pei Bing

Hotel Name Hotel Operator

AZRAE AT T T A e s JEHCHT T = A =R PR A F)

JI Hotel Beijing Qianmen Courtyard Beijing Qianmen Sanlihe Hotel Co., Ltd.

BUEAL T 0 SABE b)) =EAERAF

Hanting Hotel Beijing Railway Station Square Zhandongbahao (Beijing) Hotel Co., Ltd.

DURE G R ) SR B [ TR G P B T A RA )

Hanting Hotel Jinan Baotu Spring South Gate Jinan Queting Hotel Management Consulting Co., Ltd.

Source: SAIC, Dianping

h. Cijia Supervisor Ye Jiangjiang owns and operates 3 Huazhu off-book hotels

Ye Jiangjiang (;&313T) Director of Cjia’s subsidiary Shenzhen Chengjia Apartment Hotel Management Co., Ltd. (;5&
YZ A B HEIEE AR/ E]) and a LP of Ningbo Hongting.?® Our analysis revealed that Ye Jiangjiang owns and
operates 3 Huazhu off-book hotels.

Huazhu Franchisees that are owned by Ye Jiangjiang

Hotel Name Hotel Operator

DUE AL 5TV LT 1 JEHCHR LA 2 T 4 EAT PR A 7]

Hanting Hotel Beijing Xizhimen Beijing Yijiang Zhongting Hotel Management Co., Ltd.
TR G ARG BB AT VLG B TR A F]

JI Friendship Hotel Urumgi Urumgi Yijiang Haiting Hotel Management Co., Ltd.
PURE I 1 B ST T T VA S A R A )

Hanting Hotel Haikou International Trade Hot Spring Hainan Haiting Hotel Management Co., Ltd.

Source: SAIC, Dianping

2+ Source: https://www.qgcc.com/firm/a3508ced45757a0ca023d852666e0db8.html
% Source: https://www.qgcc.com/firm/16WM9HI.shtml
% Source: https://www.qgcc.com/firm/3476MLC.shtml
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DISCLAIMER

We are short sellers. We are biased. So are long investors. So is HUAZHU. So are the banks that raised money for HUAZHU. If you are
invested (either long or short) in HUAZHU, so are you. Just because we are biased does not mean that we are wrong. We, like everyone
else, are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions
about the public companies we research is in the public interest.

You are reading a short-biased opinion piece. We stand to profit if the price of HUAZHU 'S stock declines. This report and all statements
contained herein are the opinion of Bonitas Research LLC (“Bonitas”) and are not statements of fact. Our opinions are held in good faith,
and we have based them upon publicly available evidence, which we set out in our research report to support our opinions. We conducted
research and analysis based on public information in a manner that any person could have done if they had been interested in doing so.
You can publicly access any piece of evidence cited in this report or that we relied on to write this report. Think critically about our report
and do your own homework before making any investment decisions. We are prepared to support everything we say, if necessary, in a
court of law.

As of the publication date of this report, Bonitas (a Texas limited liability company) (possibly along with or through our members, partners,
affiliates, employees, and/or consultants) along with our clients and/or investors has a direct or indirect short position in the stock (and/or
possibly other options or instruments) of the company covered herein, and therefore stands to realize significant gains if the price of such
instrument declines. Use Bonitas’ research at your own risk. You should do your own research and due diligence before making any
investment decision with respect to the securities covered herein. The opinions expressed in this report are not investment advice nor
should they be construed as investment advice or any recommendation of any kind.

Following publication of this report, we intend to continue transacting in the securities covered therein, and we may be long, short, or
neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any security,
nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the securities laws
of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained
from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or
who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis,
we expend considerable time and attention in an effort to ensure that our research analysis and written materials are complete and
accurate. We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in everything we write,
however, all such information is presented “as is,” without warranty of any kind— whether express or implied.

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing Bonitas’ research and materials on behalf of:
(A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a financial
institution, government or local authority, or international organization) falling within Article 19 of the FPO.

This report is not available to Australian residents. This report and its contents are not intended to be and do not constitute or contain
any financial product advice as defined in the Australian Corporations Act 2001 (Cth). Because this document has been prepared without
consideration of any specific client’s investment objectives, financial situation or needs, no information in this report should be construed
as recommending or suggesting an investment strategy. Investors should seek their own financial, legal and tax advice in respect of any
decision regarding any securities discussed herein. Currently, because of ambiguity in Australian law, we are restricting access to our
reports by Australian residents. Australian residents are encouraged to contact their lawmakers to clarify the ambiguity under Australian
financial licensing requirements.

This report should only be considered in its entirety. Each section should be read in the context of the entire report, and no section,
paragraph, sentence or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report. The
section headings contained in this report are for reference purposes only and may only be considered in conjunction with the detailed
statements of opinions in their respective sections.

For convenience purposes only, we have provided a Chinese translation of this report. In case of any discrepancy or inconsistency between
the Chinese and the English versions, the English version is the original and should prevail. In case of any legal dispute, reference shall
be made only to the English version.

Bonitas makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or with
regard to the results to be obtained from its use. All expressions of opinion are subject to change without notice, and Bonitas does not
undertake a duty to update or supplement this report or any of the information contained herein. By downloading and opening this report
you knowingly and independently agree: (i) that any dispute arising from your use of this report or viewing the material herein shall be
governed by the laws of the State of Texas, without regard to any conflict of law provisions; (ii) to submit to the personal and exclusive
jurisdiction of the superior courts located within the State of Texas and waive your right to any other jurisdiction or applicable law, given
that Bonitas is a Texas limited liability company that operates in Texas; and (iii) that regardless of any statute or law to the contrary, any
claim or cause of action arising out of or related to use of this website or the material herein must be filed within one (1) year after such
claim or cause of action arose or be forever barred. The failure of Bonitas to exercise or enforce any right or provision of this disclaimer
shall not constitute a waiver of this right or provision. If any provision of this disclaimer is found by a court of competent jurisdiction to
be invalid, the parties nevertheless agree that the court should endeavor to give effect to the parties' intentions as reflected in the provision
and rule that the other provisions of this disclaimer remain in full force and effect, in particular as to this governing law and jurisdiction
provision.
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