Luckin Coffee: Fraud + Fundamentally Broken Business
Executive Summary

When Luckin Coffee (NASDAQ: LK) (“Luckin” or the “Company”) went public in May 2019, it was a fundamentally broken
business that was attempting to instill the culture of drinking coffee into Chinese consumers through cut-throat discounts and free
giveaway coffee. Right after its USD 645 million IPO, the Company had evolved into a fraud by fabricating financial and operating
numbers starting in 3™ quarter 2019. It delivered a set of results that showcased a dramatic business inflection point and sent its
stock price up over 160% in a little over 2 months. Not surprisingly, it wasted no time to successfully raise another USD 1.1 billion
(including secondary placement) in January 2020. Luckin knows exactly what investors are looking for, how to position itself as a
growth stock with a fantastic story, and what key metrics to manipulate to maximize investor confidence. This report consists of
two parts: the fraud and the fundamentally broken business, where we separately demonstrate how Luckin faked its numbers
and why its business model is inherently flawed.

Part One: The Fraud

Smoking Gun Evidence #1: Number of items per store per day was inflated by at least 69% in 2019 3Q and 88% in 2019 4Q,
supported by 11,260 hours of store traffic video. We mobilized 92 full-time and 1,418 part-time staff on the ground to run
surveillance and record store traffic for 981 store-days covering 100% of the operating hours. Store selection was based on
distribution by city and location type, the same as Luckin’s total directly-operated store portfolio.

Smoking Gun Evidence #2: Luckin’s “Items per order” has declined from 1.38 in 2019 2Q to 1.14 in 2019 4Q.

Smoking Gun Evidence #3: We gathered 25,843 customer receipts and found that Luckin inflated its net selling price per item by
at least RMB 1.23 or 12.3% to artificially sustain the business model. In the real case, the store level loss is high at 24.7%-28%.
Excluding free products, actual selling price was 46% of listed price, instead of 55% claimed by management.

Smoking Gun Evidence #4: Third party media tracking showed that Luckin overstated its 2019 3Q advertising expenses by over
150%, especially its spending on Focus Media. It’s possible that Luckin recycled its overstated advertising expense back to inflate
revenue and store-level profit.

Smoking Gun Evidence #5: Luckin’s revenue contribution from “other products” was only about 6% in 2019 3Q, representing
nearly 400% inflation, as shown by 25,843 customer receipts and its reported VAT numbers.

Red Flag #1: Luckin’s management has cashed out on 49% of their stock holdings (or 24% of total shares outstanding) through
stock pledges, exposing investors to the risk of margin call induced price plunges.

Red Flag #2: CAR Inc (HKEX: 699 HK) (“CAR”) déja vu: Luckin’s Chairman Charles Zhengyao Lu and the same group of
closely-connected private equity investors walked away with USD 1.6 billion from CAR while minority shareholders took heavy
losses.

Red Flag #3: Through acquisition of Borgward, Luckin’s Chairman Charles Zhengyao Lu transferred RMB 137 million from
UCAR (838006 CH) to his related party, Baiyin Wang. UCAR, Borgward, and Baiyin Wang are on the hook to pay BAIC-Foton
Motors RMB 5.95 billion over the next 12 months. Now Baiyin Wang owns a recently founded coffee machine vendor located
next door to Luckin’s Headquarter.

Red Flag #4: Luckin recently raised USD 865 million through a follow-on offering and a convertible bond offering to develop its
“unmanned retail” strategy, which is more likely a convenient way for management to siphon large amount of cash from the
company.

Red Flag #5: Luckin’s independent board member, Sean Shao, is/was on the board of some very questionable Chinese companies
listed in the US that have incurred significant losses on their public investors.

Red Flag #6: Luckin’s co-founder & Chief Marketing Officer, Fei Yang, was once sentenced to 18 months’ imprisonment for
crime of illegal business operations when he was the co-founder and general manager of Beijing Koubei Interactive Marketing &
Planning Co.,Ltd. (“iWOM”). Afterwards, iWOM became a related party with Beijing QWOM Technology Co., Ltd. (“QWOM”),
which is now an affiliate of CAR and is doing related party transactions with Luckin.



Part Two: The Fundamentally Broken Business

Business Model Flaw #1: Luckin’s proposition to target core functional coffee demand is wrong: China’s caffeine intake level of
86mg/day per capita is comparable to other Asian countries already, with 95% of the intake from tea. The market of core
functional coffee product in China is small and moderately growing in China.

Business Model Flaw #2: Luckin’s customers are highly price sensitive and retention is driven by generous price promotion;
Luckin’s attempt to decrease discount level (i.e. raise effective price) and increase same store sales at the same time is mission
impossible.

Business Model Flaw #3: Flawed unit economics that has no chance to see profit: Luckin’s broken business model is bound to
collapse.

Business Model Flaw #4: Luckin’s dream “to be part of everyone’s everyday life, starting with coffee” is unlikely to come true,
as it lacks core competence in non-coffee products as well. Its “platform” is full of opportunist customers without brand loyalty.
Its labor-light store model is only suitable for making “Generation 1.0” tea drinks that have been in the market for more than a
decade, while leading fresh tea players have pioneered “Generation 3.0 products five years ago.

Business Model Flaw #5: The franchise business of Luckin Tea is subject to high compliance risk as it’s not registered with
relevant authority as required by law, because Luckin Tea launched its franchise business in September 2019 without having at
least two directly-operated stores fully operational for at least 1 year.



Part One: The Fraud

Starting 37 Quarter, 2019

“The stock’s gains have almost all come in the past two months, after the company said it had become profitable at a
store level in the quarter through September.”

- Jacky Wong, Wall Street Journal
January 9%, 2020



Smoking Gun Evidence #1: Number of items per store per day inflated by 69% in 2019 3Q and 88% in 2019 4Q,
supported by 11,260 hours of store traffic video

Reported number of items per store per day: 444 in 2019 3Q, and 483-506 in 2019 4Q

Number of items per store per day (2
4Q2019: 483 — 506, implied by 4Q Guidance

109 292 285 361 244 345 444 Product Revenue Guidance of RMB 2.1 billion to RMB
2.2 billion, divided by Net selling price per item of
102018 202018 3Q2018 4Q2018 1Q2019 2Q2019 3Q2019 RMB 11.8 (Assuming Luckin to report 5% sequential
growth from 2019 3Q of RMB 11.2) and average store
number of 4,094

2} Calculated as the total number of Items sold during the period / the average number of stores (beginning of perlod and end of perlod) / number of days during the perlod (assuming 30 days per month)

Source: Luckin 2019 3Q Earnings Release Presentation, page 16

Our offline tracking results of tracking 981 store-days from 2019 4Q showed 263 items per store per day only:

No. of items per store per day
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Source: Luckin filings, offline footage tracking

We mobilized 92 full-time and 1,418 part-time staff on the ground to run surveillance and successfully recorded store traffic for
981 store-days covering 100% of the operating hours of 620 stores. Store selection methodology was based on distribution by
city and location type, the same as Luckin’s 4,507 directly-operated stores reported to be open at the end of 2019. Luckin’s 4,507
stores were in 53 cities, and we covered 38 cities — in which 96% of Luckin’s stores are located. The location type was decided by
analyzing the detailed address of Luckin’s stores: we separated them into office, mall, school, residential, transportation, hotel and
others.

We counted the foot traffic of each store and recorded videos from store open to store close, averaging 11.5 hours per day.
When we double check the foot traffic count and the videos recorded, we discard an entire day’s data if the video surveillance is
missing more than 10 minutes of footage. Our success ratio was only 54%, and thus all the data presented for the successful ones
are of 100% integrity.

Below is a side-by-side comparison of the city, location type and store age of: 1) The overall Luckin directly-operated stores
portfolio (we located 4,409 of them on Luckin’s APP as of Dec 31, 2019); 2) The 981 store-days that we successfully executed
and presented in the data analysis; 3) The 851 store-days that we visited but failed to record an entire day’s video, reasons
including execution failure - asked out by Luckin staff, equipment crash etc. or quality control failure, mostly due to more than 10
minutes of footage missing for an entire day. The failed store-days are not included in the data analysis.



Luckin Directly-Operated Stores Visited Store Days (Successful) Visited Store Days (Failed)

# City Store No. Store% Office  Mall Others [l Days No. Days% Office Mall Others [Days No. Days% Office Mall Others
1 Shanghai 525 12% 61% 26% 12% 131 13% 64% 18% 18% 145 17% 60% 15%  25%
2 Beijing 432 10% 63% 15%  22% 115 12%  49%  27%  24% 117  14%  52%  23%  25%
3 Guangzhou 271 6% 62%  20%  18% 63 6% 83% 5% 13% 55 6% 80% 7% 13%
4  Shenzhen 234 5% 79%  12% 9% 55 6% 76%  16% 7% 50 6% 80% 12% 8%
5  Hangzhou 230 5% 66% 14%  20% 15 2% 93% 7% 0% 15 2% 87% 0% 13%
6 Nanjing 215 5% 58% 23% 19% 37 4% 68%  27% 5% 36 4% 53% 25% 22%
7 Chengdu 192 4% 58% 23% 19% 43 4% 56% 23% 21% 26 3% 42%  23%  35%
8 Wuhan 180 4% 45%  35%  20% 44 4% 43% M%  16% 42 5% 45%  40%  14%
9  Chonggqing 158 4% 47%  28%  25% 61 6% 56% 31%  13% 29 3% 66%  28% 7%

10 Tianjin 147 3% 64% 26% 10% 47 5% 55%  38% 6% 17 2% 1%  41%  18%

11 Xi'an 133 3% 59% 24% 17% 52 5% 56% 31% 13% 22 3% 45%  41%  14%

12 Changsha 116 3% 47%  30%  22% 12 1% 33% 50% 17% 30 4% 27%  30%  43%

13 Suzhou 115 3% 46%  41%  13% 30 3% 47%  4T% 7% 3 0% 0% 67%  33%

14 Wuxi 108 2% 56% 27%  18% 8 1% 63% 0% 38% 14 2% 57% 14%  29%

15 Ningbo 105 2% 60% 27% 13% 22 2% 73%  14%  14% 11 1% 73% 9% 18%

16 Zhengzhou 92 2% 53% 29% 17% 28 3% 68% 14%  18% 42 5% 43% 40% 17%

17 Xiamen 0 2% 67% 14%  19% 8 1% 75% 0% 25% 21 2% 57% 14%  29%

18 Fuzhou 86 2% 62% 17% 21% 3 0% 100% 0% 0% 7 1% 71% 0% 29%

19 Qingdao 79 2% 62%  18%  20% 26 3% 7%  19% 4% 18 2% 83% 11% 6%

20 Dalian 67 2% 66% 22%  12% 13 1% 7%  23% 0% 8 1% 88%  13% 0%

21 Kunming 63 1% 38% 35% 27% 15 2% 47%  AT% 7% 12 1% 42%  42%  17%

22 Jinan 58 1% 48%  16%  36% 15 2% 67%  33% 0% 14 2% 57%  36% 7%

23 Hefei 53 1% 51% 30% 19% 9 1% 33% 67% 0% 5 1% 40%  60% 0%

24 Guiyang 49 1% 31% 37%  33% 2 0% 0% 50%  50% 20 2% 20% 50%  30%

25  Shenyang 47 1% 45%  43% 13% 11 1% 64%  36% 0% 6 1% 67% 17% 17%
26 Changzhou 45 1% 47%  42% 11% 14 1% 86% 14% 0% 3 0% 100% 0% 0%
27  Nanchang 44 1% 45%  30%  25% 15 2% 47%  33%  20% 11 1% 27%  55% 18%
28  Wenzhou 40 1% 38% 28%  35% 11 1% 64%  27% 9% 1 0% 0% 100% 0%
29  Quanzhou 40 1% 20%  58%  23% 3 0% 33% 67% 0%
30 Shijiazhuang 36 1% 47%  42% 11% 18 2% 61%  39% 0% 9 1% 44%  56% 0%
31 Foshan 36 1% 61%  25% 14% 2 0% 100% 0% 0% 11 1% 45%  45% 9%
32 Dongguan 32 1% 56%  22%  22% 5 1% 40%  60% 0% 6 1% 50%  50% 0%
33 Taiyuan 29 1% 1%  38% 21% 1 0% 100% 0% 0% 8 1% 63%  38% 0%
34 Shaoxing 29 1% 34%  45% 21% 2 0% 0% 100% 0%
35 Zhuhai 29 1% 34% 21%  45% 5 1% 40%  60% 0% 14 2% 79%  21% 0%
36 Nanning 26 1% 27% 46% 27%

37  Zhenjiang 25 1% 32%  44%  24% 6 1% 33% 67% 0% 3 0% 67%  33% 0%
38  Yangzhou 25 1% 24%  52%  24% 13 1% 31%  69% 0% 2 0% 0% 100% 0%
39 Nantong 25 1% 48%  48% 4% 14 1% 64%  36% 0% - 0%

40  Zhongshan 18 0% 33% 39%  28% 2 0% 0% 100% 0% 10 1% 0% 50%  50%
41 Harbin 16 0% 31% 63% 6% 10 1% 30%  70% 0% 3 0% 33% 67% 0%
42 Jiaxing 16 0% 25%  63% 13%

43 Haikou 14 0% 21%  36%  43%

44 Lanzhou 13 0% 31%  69% 0%

45 Xianyang 6 0% 33% 33% 33%

46  Xiangyang 4 0% 0% 100% 0%

47 Baoji 4 0% 75%  25% 0%

48 Zhuzhou 4 0% 25%  75% 0%

49 Ganzhou 2 0% 0% 50%  50%

50 Jinzhong 2 0% 50% 50% 0%

51 Xiangtan 2 0% 0% 100% 0%

52 Zibo 1 0% 0% 0% 100%

53 Weifang 1 0% 0% 0% 100%

Total 4,409 100% 56% 26% 18% 981 100% 60% 27% 13% 851 100% 55% 25% 19%
Source: Luckin APP, Offline footage tracking

Opened in or before Opened in Opened in Opened in Opened in Opened in Opened in Opened in

May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19
Luckin's directly-operated stores 59% 6% 5% 4% 8% 3% 6% 10%
Visited store days (successful) 7% 5% 4% 3% 6% 2% 3% 0%
Weekday 7% 5% 4% 3% 6% 2% 3% 0%
Weekend 78% 6% 4% 2% 5% 2% 2% 0%
Visited store days (failed) 76% 5% 5% 3% 7% 1% 4% 0%

Source: Luckin APP tracking



Below is the calculation of national average number of orders per store per day using the results of our 981 store-days’ tracking,
arriving at 230. Multiply it by Items per order 1.14, we get the number of items per store per day of 263. The Items per order
assumption is generous already, and details are presented in Smoking Gun Evidence 2 below.

Luckin number of items per store per day calculation

The store-days tracked No. of Store-days tracked  Average orders/store/day Note
Weekday 572 251.2 a
Weekend 409 199.4 b

All the directly-operated stores of Luckin

Average w eekday operating days per w eek 5.00 ¢
Average w eekend operating days per w eek 1.79 d
7-day w eekly average orders/store/day 230 e = (a*c+b*d)/7
ltems/order 1.14  f (Details in Evidence #2)
7-day w eekly average items/store/day | 263 | g=e*f

Source: Offline footage tracking

Below is the full result of our 981 store-days. We have 11,260 hours of recorded store traffic data to back this up. Since there are 8
internal surveillance cameras in each of Luckin’s stores covering it with no blind angle (Link), investors/auditors can ask the
Company to provide surveillance videos and sample them randomly to check against reported order numbers.


https://awtmt.com/articles/3580416

Store ID
No.0002
No.0021
No.0022
No.0023
No.0031
No.0034
No.0035
No.0037
No.0041
No.0042
No.0049
No.0051
No.0053
No.0057
No.0058
No.0060
No.0061
No.0063
No.0064
No.0065
No.0067
No.0068
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No.0139
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No.0176
No.0177
No.0178
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No.0191
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Shanghai
Beijing
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Chengdu
Chengdu
Tianjin
Nanjing
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Chongging
Nanjing
Shanghai
Guangzhou
Shenzhen
Xiamen
Chonggqing
Shanghai
Chengdu
Chengdu
Nanjing
Tianjin
Shenzhen
Shenzhen
Chongging
Guangzhou
Chengdu
Nanjing
Nanjing
Beijing
Xiamen
Beijing
Shanghai
Shenzhen
Tianjin
Tianjin
Shenzhen
Shanghai
Chongging
Hangzhou
Chengdu
Shenzhen
Jinan
Guangzhou
Chengdu
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Location
Office
Office

Residential
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office

School
Office
Mall
Office
Office
Office
Office
Mall
Office
Office
Office
Office
Mall
Office
Office
Office
Office
Office
Office
Office
Residential
Office
Mall
Mall
School
Office
Hotel
Transportation
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office

Residential
Office
Office
Office
Office
Office

Mall
Mall
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office

Note: PH: Public Holiday

Week day

order count
395
594
232
325
329
163
360
416
388
175
310
259
526
123
508
257
142

235
377
289
280
292
293

269
469
565
244
226
704
340
158
356
330

492
1,155
231
312
213

159
216
206
140
308
271
302
278
243
351
200
273
514
156
191
425
455
244

47
179

96
139
746

82
188
269
304
348
148
235
176

213
252
278

Day
Thu
Mon
Thu
Tue
Tue
Thu
Mon
Fri
Fri
Thu
Thu
Tue
Thu
Tue
Mon
Wed
Mon

Mon
Mon

Tue
Fri

Tue
Fri
Thu
Wed
Tue
Thu
Mon
Mon
Tue
Wed
Tue

Fri
Tue
Thu

Fri

Fri

Wed

Fri
Thu
Tue
Tue
Tue
Mon
Thu
Tue

Fri
Thu
Tue
Thu
Wed
Thu
Thu
Thu
Thu

Fri

Fri

Fri

Fri
Wed

Fri
Tue
Wed
Thu

Fri
Tue

Fri

Fri
Wed

Wed
Tue
Wed

Hours
13.0
13.0
13.0
10.0
13.0
11.0
13.0
13.0
13.0
11.0
13.0
125
13.0
10.0
13.0
13.0
10.0

12.5
10.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
13.0
10.0
13.0
13.0

13.0
12.5
14.0
13.0
13.0
13.0

11.0
13.0
11.0
11.0
13.0
13.0
13.0
12.0
11.0
12.5
11.0
13.0
13.0
10.5
10.5
13.5
13.0
13.0
11.0
13.0
11.0
11.0
13.0
11.0
13.0
13.0
13.0
13.0
11.0
14.0
10.5

11.0
11.0
10.5

Source: Offline footage tracking
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Weekend Day
order count

159
150

34

220
340

78
140
226
197
170
229
129

208
38
245
307
63

192
135

454
465
171
159
224
241

81

335
139
324
938
150

74
152
116

113
69

142
177

268
94
146

52
230

36
32
108

456
67
143

212
64
59

223

162

72
135

Day

Sat
Sun

PH

Sat
Sat

Sat
Sat

Sun
Sun

PH

Sat
Sat
Sat
Sat

Sat
Sun
Sat
Sat
Sun

Sat
Sat
PH

Sat
Sat

Sat
PH
Sat

Sat
Sat
Sat

Sat
PH
Sat

Sat

Sat
Sat

Hours

10.0
10.0

10.0

10.0
11.5
10.0
12.0
10.0
11.0
10.0
10.0
10.0

11.5

9.5
10.0
12.0
10.0

12.0
10.0

12.0
10.0
10.0
10.0
10.0
10.0

8.0

13.0
10.0
12.5
13.0
12.0

12.0
10.0
11.0

10.0
10.0

125
10.5

12.0
10.0
10.0

10.0

10.0

10.0
10.0
10.0

12.0
10.0
10.0

12.5
10.0
10.0
13.0

10.0

10.0
10.0

Operating days
on Weekends
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Week day Weekend Day Operating days
Store ID City Store Name Location order count Day Hours order count Day Hours on Weekends
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No0.0227  Guangzhou Y& Ii7E Office 853 Wed 14.0
80  No.0231 Wuhan KECNEEE Office 363 Mon 13.0
81 No0.0234  Shanghai LEEEXEE Office 466 Mon 10.5 98 Sun 10.0
82 No0.0235  Shenzhen BIEEE Office 488 Fri 13.0
83 No0.0236  Shenzhen KCKERE Office 196 Mon 12,5 75 PH 10.0
84 No0.0237  Shenzhen BEABEE Office 266 Thu 10.5 86 Sat 10.0
85 No0.0238  Shenzhen B KEE Office 495 Tue 13.0
86 No0.0239  Shenzhen HEREREE Office 336 Thu 11.0 124 Sun 10.0
87  No.0244 Beijing FSFREIZHAE Mall 172 Thu 11.0 271 PH 11.0
88 N0.0247  Shenzhen BERAAEE Office 266 Tue 12.5 116 Sat 10.0
89  No.0256 Beijing WEERKEE Office 165 Tue 10.5
90  No.0265 Beijing MHEEXERE Office 121 Fri 13.0 192 Sun 10.5
91  No.0268 Beijing RERAE Mall 481 Tue 12.0 343 PH 12.0
92  No.0274 Beijing EIAER KBS Office 180 Tue 11.0 66 Sat 10.0
93 No.0284 Nanjing AP RIATE XS Mall 315 Fri 13.0 460 Sat 12.0
94 No0.0285  Shanghai HHIETIFE Mall 372 Thu 10.0 443 Sun 10.0
95 No0.0286  Shanghai S NEE Mall 288 Wed 9.5
96  No.0287 Nanjing JEER{F RS Office 57 Fri 11.0 35 Sat 10.0
97 No.0308  Chongqing HEARERAEE Office 433 Thu 13.0 128 Sun 10.0
98  No.0313 Tianjin TEARERRIE Office 163 Thu 9.0 60 Sat 9.0
99  No.0317 Guangzhou = yN=I Office 412 Thu 13.0 168 PH 12.0
100 No.0321  Guangzhou MEXEE Office 373 Wed 13.0
101 No.0325 Guangzhou FELL eI E Office 71 Fri 11.0 90 Sat 10.0
102  No0.0326  Guangzhou FEERYEE Office 531 Tue 13.0 194 Sat 10.0
103 No.0337 Tianjin = SNEI Office 266 Mon 13.0 174 Sat 10.0
104  No.0338 Beijing BEROE Mall 207 Fri 11.0 131 Sun 11.0
105 No.0349 Chengdu SHFIAAREE Office 64 Mon 10.5
106  No.0355 Wuhan TEERHME Office 188 Fri 12,5 128 Sun 10.0
107  No.0361 Tianjin TR KB Office 146 Wed 11.0 78 Sat 10.0
108 No0.0366  Shenzhen BWKERE Office 332 Wed 13.0 80 Sun 10.0
109  No.0369 Wuhan XEAETE Office 421 Wed 13.0 457 PH 125
110 No.0386 Jinan J\—REEE Office 129 Mon 11.0
111 No0.0390  Chengdu BIt4E37E Office 103 Wed 10.5
112 No.0391 Fuzhou fEHRIELE Office 304 Fri 13.0
113 No.0394 Nanjing B iAIE Mall 137 Thu 115
114 No.0407  Shanghai HESRY FIE Office 633 Thu 12,5 101 Sun 12.0
115  No0.0411  Chengdu THEXEE Office 204 Thu 13.0
116 No.0427 Wuhan FEE M 7S Mall 215 Thu 115
117 No.0452 Beijing prz bl a=z)E Residential 442 Thu 10.5
118  No.0467  Shanghai ISEXEE Office 176 Tue 11.0 216 Sat 10.0
119 No.0477  Chongging (ERERRE Office 138 Mon 11.0
120 No.0485 Beijing HERRNE Mall 252 Tue 11.0 287 PH 11.0
121 No.0505 Tianjin BB Mall 298 Mon 12,5
122 No.0508 Beijing R TERE Transportation 413 Thu 13.0 307 PH 12.0
123 No.0509 Chongging  BSARGIZEAERE Office 371 Tue 13.0 120 PH 10.0
124 No.0512 Nanjing BRI EE Office 258 Tue 13.0 145 Sat 12.0
125  No.0516 Beijing HEERKBIEE Hotel 107 Sun 10.0
126 No0.0520  Chongging RIRARCIE Office 221 Tue 13.0 202 PH 10.0
127  No.0522 Guangzhou FLKEE Office 444 Mon 13.0 164 PH 13.0
128  No.0533 Nanjing FEERAEE Office 162 Sat 12.0
129 No.0546 Tianjin =HIERRE Office 68 Mon 11.0 32 Sat 10.0
130 No.0553  Shanghai FHSHATRE Mall 335 Fri 11.0 555 Sun 11.0
131 No0.0559  Shenzhen KELTHE Mall 404 Mon 12.0 507 Sat 12.0
132 No.0578 Shenzhen RIS Mall 350 Fri 13.0 189 Sat 10.0
133 No0.0582  Shenzhen PR KBS Office 312 Thu 13.0 49 Sun 10.0
134 No.0583  Shenzhen PERBRERE Office 242 Thu 13.0 143 Sun 11.0
135  No.0592 Beijing BXRHEKEE Office 294 Wed 13.0
136 No0.0596  Chongqing CRIBERRE Residential 357 Fri 13.0
137 No.0601  Chongging REDLVE Office 411 Tue 12.5 399 Sun 11.0
138 No.0607 Beijing EEXEE Mall 208 Mon 13.0 94 Sat 10.0
139  No.0612 Chengdu PR ERRETRFINE Office 371 Fri 11.0
140 No.0627 Beijing BEHMATRE Office 303 Fri 11.0 256 Sat 10.0
141 No.0629  Chongging BRI KEL Office 196 Wed 11.0
142 No.0631 Beijing P SapcIN NG Office 535 Thu 115 244 Sat 10.0
143 No.0632 Wuhan BISZA5TE Office 272 Fri 13.0 221 Sat 10.0
144  No.0648  Shanghai BTIEXEE Office 244 Thu 13.0 98 Sat 10.0
145  No.0672 Wuhan HNERSEROE Mall 357 Mon 135 384 Sat 14.0
146 No.0675  Shenzhen TRt KEE Office 289 Fri 13.0
147  No.0676  Shenzhen AR KBS Office 350 Wed 13.0 67 PH 10.0
148 No.0681 Wuhan BIERIM 1SS Office 108 Thu 10.5 66 Sat 10.0
149 No.0688 Beijing HSNEE Residential 769 Mon 13.0 212 Sun 10.0
150  No.0703 Jinan A EROE Mall 47 Tue 10.5 80 Sat 10.0
151 No.0711 Beijing Bz B EE Office 234 Sat 10.0
152 No.0743  Guangzhou IR EE Office 386 Tue 13.0 155 Sat 10.0
153  No0.0745  Hangzhou BEMEPRLE Office 196 Wed 13.0 136 Sat 10.0
154  No.0752 Fuzhou FRAERE Office 178 Fri 13.0 120 Sat 10.0
155  No.0772 Wuhan HABKI1E Mall 454 Mon 115
156  No.0773 Beijing EHEIEE Hotel 276 Sun 10.5

Note: PH: Public Holiday
Source: Offline footage tracking
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158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234

=

=

Store ID

No.0808
No.0833
No.0837
No.0839
No.0843
No.0847
No.0851
No.0853
No.0861
No.0866
No.0880
No.0912
No.0916
No.0923
No.0924
No.0927
No.0931
No.0939
No.0940
No.0944
No.0947
No.0950
No.0957
No.0964
No.0966
No.0973
No.0976
No.0983
No.0987
No.0995
No.1001
No.1013
No.1021
No.1023
No.1044
No.1046
No.1053
No.1058
No.1062
No.1066
No.1069
No.1070
No.1075
No.1078
No.1090
No.1100
No.1109
No.1117
No.1126
No.1128
No.1136
No.1142
No.1146
No.1147
No.1163
No.1169
No.1170
No.1176
No.1179
No.1181
No.1189
No.1195
No.1199
No.1201
No.1212
No.1217
No.1221
No.1222
No.1226
No.1234
No.1240
No.1242
No.1249
No.1254
No.1257
No.1258
No.1268
No.1271

City
Chonggqing
Guangzhou
Shanghai
Guangzhou
Beijing
Shenzhen
Chengdu
Hangzhou
Chengdu
Beijing
Beijing
Chengdu
Guangzhou
Jinan
Wuhan
Chongging
Beijing
Beijing
Tianjin
Guangzhou
Beijing
Wuhan
Chongging
Tianjin
Shenzhen
Beijing
Chonggqing
Shanghai
Shenzhen
Guangzhou
Beijing
Chongging
Jinan
Chongging
Shanghai
Shanghai
Guangzhou
Beijing
Chongging
Chongging
Shanghai
Nanjing
Nanjing
Nanjing
Chengdu
Xi'an
Beijing
Beijing
Shanghai
Hangzhou
Xi'an
Beijing
Xi'an
Chengdu
Shenzhen
Nanjing
Tianjin
Beijing
Shanghai
Beijing
Shenzhen
Beijing
Chonggqing
Shanghai
Guangzhou
Beijing
Xi'an
Tianjin
Tianjin
Changsha
Tianjin
Chengdu
Guangzhou
Ningbo
Xi'an
Chengdu
Beijing
Zhengzhou

Store Name
RS
LT BE
HRABFIE
TeiFEl KBRS
PREPSES
RIERERS
TI& 175
HERIRERE
BRKREE
FEARDAREE
ERYUEMALLIE
FEHSBE
TS
BHERRIIEE
SEEMEROE
LHPHREE
Rt RS
L TRZERSHE
CH A
ERFNRSSS IS
SRS
BB FT ISR
BERMEPLE
RHRERAEE
W EBXERE
TeHRAEE
ME/EE
FHNEERIE
SRE RIS
TR RIS
R KBS
TIMEREBIEE
REEREBEITE
HEVE2ESE
IR
MEERBEE
TR S SRR AR
ES O NEI
B ATEE
PRERFRBEEE
B IIE
TIAIRIERS
PR JFE
RES 7S
BB IAIE
FrOnRE CRECHE
TeigiOE
REEFIET SAIE
MfEFIRIE
AR RIEE
=LAC2PE
I RETRRTIE
EREFHSCEME
PSRITEREE
KR NEE
BRHRESRREE
{CIEEMFE
AT IS
BRI EXEE
EEPNEE S
BiErERE
REXEE
THIRERS
SRR A
RIEBRES
ST EHEW RS
ICERFIDE
=S
TERAWE
BASEERSRPOE
RUFFRILE
RGBSR
EIRIERME
ICRERRE
T EI=AHE
RAE RS
$RIAISOHO-DEEE
SHERKTIE

Week day

Location order count Day Hours
Mall 423 Tue 13.0
Office 295 Tue 13.0
Residential 366 Thu 13.0
Office 156 Mon 11.0
Mall 201 Thu 11.0
Office 304 Mon 13.0
Office 246 Thu 10.0
Office 398 Tue 15.0
Office 253 Thu 10.5
Office 428 Fri 10.5
Mall 294 Mon 11.5
Office 241 Fri 11.0
Office 269 Mon 13.0
Office 210 Tue 11.0
Office 107 Wed 11.0
Residential 548 Mon 14.0
Mall 136 Fri 11.5
School 252 Tue 11.0
Office 184 Fri 10.0
Hotel 202 Tue 11.5
Residential 208 Wed 13.0
Office 182 Wed 10.5
Mall 271 Mon 12.0
Office 115 Tue 11.0
Office 554 Fri 13.0
Mall 380 Fri 12.0
Office 58 Tue 10.5
School
Mall 343 Fri 12.0
Office 225 Wed 10.5
Office 213 Fri 11.0
Office 240 Fri 12.0
Office 154 Mon 11.0
Office 101 Mon 11.0
Transportation 552 Fri 13.0
Hotel 186 Fri 13.0
School 456 Tue 13.0
Office 621 Wed 13.0
School 581 Mon 14.0
Hotel 244 Wed 11.0
Office
Hotel 293 Thu 13.0
Office 166 Wed 10.5
Mall 294 Mon 11.0
Mall 533 Fri 11.0
Residential 237 Thu 12.5
Office
Mall
School 308 Mon 10.5
Office 222 Tue 13.0
Office 160 Thu 11.0
Residential 253 Tue 13.0
Office 249 Thu 125
Office 210 Thu 9.5
Office 126 Thu 10.5
Office 210 Fri 13.0
Mall 156 Fri 11.0
Office
Office
Mall 609 Fri 11.0
Office 192 Fri 13.0
Office 236 Tue 10.5
Office 332 Mon 13.0
Office 394 Thu 13.0
Residential 305 Thu 13.0
Mall 378 Mon 13.0
Office 233 Fri 13.0
Mall 252 Thu 11.5
Residential 232 Fri 13.0
Office 168 Tue 11.0
Office 233 Mon 13.0
Hotel 331 Fri 13.0
Office
Office 198 Mon 13.0
Office 368 Mon 13.5
Office 309 Fri 13.0
Office 221 Tue 10.5
Office 121 Tue 11.0

Note: PH: Public Holiday
Source: Offline footage tracking
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Weekend Day
order count

286

378

238

59

74
264

161

198
131
90

48
181

75
205

242

435
570

206

135
35
205

116
613
141
431
453
792

192
206
121
508
637

343
590

58
187

162

103
121

65
179
456
667

65

191
242

27
329

120
163
213

48
193
165

82

Day
Sun
Sat
Sat
Sat

PH
Sat

Sat

Sun
Sun
Sat

PH
Sat

PH

PH

Sat
Sat
Sat
PH

Sat
Sat

Sat
Sat
Sun
PH
Sat
Sat

Sat
Sat

Sat

Sun
Sat

Sat

Hours
10.0
12.0
12.0
10.0

10.0
9.0

8.5

10.0
10.0
10.0

12.5
11.0

8.0
12.0

11.0
115
10.0
115

8.0
10.0
12.0

10.0
13.0
10.0
12.0
12.5
13.5

10.0
10.0
10.0
11.0
11.0

11.0
11.0

7.0
11.0

11.0

6.5
10.0

11.0
10.0
11.0
11.0

10.0

10.5
10.0

10.0
11.5

10.0
10.0
10.0
10.0
10.0
10.0

10.0

Operating days

on Weekends

NNNDNN=2NDNDN

S 2 N NPNNPNDN=2PNRNNDPNDNNPNNDNNPNDNNNDNNNNMNNDNNPNDNNND=2NDN=2PNPNPDNNNN=2NDN=2NNDNNONNDNNPNDNNNODNN=2PNDN=2PNNDN 2NN =2PNPNNDNNMNDNNMNDNDNNNN=2NDNN



#
235
236
237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280
281
282
283
284
285
286
287
288
289
290
291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312

Store ID
No.1273
No.1276
No.1298
No.1305
No.1314
No.1325
No.1326
No.1328
No.1340
No.1342
No.1343
No.1345
No.1349
No.1350
No.1352
No.1353
No.1354
No.1356
No.1360
No.1364
No.1371
No.1374
No.1380
No.1386
No.1387
No.1389
No.1393
No.139%4
No.1395
No.1398
No.1403
No.1406
No.1408
No.1412
No.1425
No.1426
No.1436
No.1440
No.1456
No.1468
No.1469
No.1470
No.1482
No.1483
No.1484
No.1488
No.1489
No.1491
No.1499
No.1502
No.1505
No.1508
No.1530
No.1531
No.1534
No.1538
No.1542
No.1546
No.1550
No.1552
No.1553
No.1560
No.1562
No.1585
No.1591
No.1610
No.1618
No.1626
No.1637
No.1649
No.1658
No.1671
No.1675
No.1692
No.1696
No.1697
No.1701
No.1704

City
Xi'an
Guangzhou
Ningbo
Shanghai
Zhengzhou
Changsha
Zhengzhou
Ningbo
Qingdao
Qingdao
Zhengzhou
Qingdao
Suzhou
Nanjing
Guangzhou
Beijing
Changsha
Changsha
Wuxi
Suzhou
Shanghai
Guangzhou
Hangzhou
Ningbo
Zhengzhou
Ningbo
Suzhou
Shenzhen
Zhengzhou
Chongging
Shanghai
Guangzhou
Tianjin
Chengdu
Suzhou
Changsha
Qingdao
Suzhou
Beijing
Jinan
Zhengzhou
Qingdao
Xi'an
Wuhan
Wuhan
Jinan
Chongging
Tianjin
Guangzhou
Chongqing
Chonggqing
Qingdao
Shanghai
Shanghai
Xi'an
Dalian
Dalian
Wuhan
Wuxi
Xi'an
Tianjin
Wuhan
Beijing
Guangzhou
Wuhan
Beijing
Tianjin
Zhengzhou
Zhengzhou
Guangzhou
Chongging
Shanghai
Shanghai
Nanjing
Wuxi
Suzhou
Shanghai
Qingdao

Store Name
ARV EFLE
RICERAEE
IR KEE

ELFRRE
EE S
FHERIAT RIS
TOERR RS
MFCIRAE
I REMABEE

SFKEE

AT 7S
BRTRHI RS
FeatEmiCiE

=R ERF RS

BREIEEREE
ik 1S
IR ERRE
IR EFRE
BEKXEE
R KBNS
SIS
BRET 43S
BHERIE
SR N
SKFIERRS
FRARH RS
SEEREYHLE
SictHEAERE
BEME
B EERE
HEZEE
M+BI 75
INSRTR RSB 135
TS
W RE
EREET RS
IUAGRIBS
HRAE 7S
ISR S
TR 35S
Rzl BEESE
hXRIEESAEE
KA KEBEE
L PN
IROX RS
K88E RS 7L
SMIi5E
BARuATFEV RIS
OEBeTIEE
ARt SRS
BFEREABEE
IEEKEE
EfAESRAEE
EERE
ALREREE
KIERHEOSHE
LRI AERS
EXERE
IRBARMEE
e XERE
hxife G
KFEREPWE
SR HEE
FRRELCE
SRIBE
TS
KIS
prregwvizit | mesilE
BRefi=XitE
REIAE
IKEEEEET RIS
Z 780 Jbase[E
SRR E RS
ERBE
BAERFOE
IRKERE
S RN
BRARPLE

NWEEEN

Location order count Day Hours
Office 331 Tue 13.0
Office 230 Thu 11.5
Office 143 Wed 11.0

Transportation 485 Wed 13.0
Office 142 Thu 11.0
Mall 177 Fri 11.5
Office 219 Tue 12.0
Office 217 Fri 13.0
Office 137 Tue 11.0
Office 102 Mon 11.0
Office 309 Tue 12.0
Mall 378 Wed 10.5
Mall 168 Tue 13.0
Office 79 Wed 11.0
Office 99 Mon 10.0
Mall
Mall
Office 288 Wed 12.0
Office 152 Fri 13.0
Office 264 Wed 13.0
Office 465 Fri 13.0
Office 96 Fri 9.5
Office
Office 184 Tue 11.0
Office 50 Mon 13.0
Office 101 Mon 11.0
Mall 164 Mon 12.0
Office
Mall 307 Mon 11.5
Office 215 Fri 11.0
Office 186 Fri 13.0
Office 417 Fri 13.0
Mall 86 Mon 11.0
Office 206 Fri 10.5
Mall 103 Tue 11.0
Residential
Office 123 Wed 11.0
Office 234 Mon 13.0
Office 477 Wed 11.0
Mall 140 Mon 10.5
Mall 126 Thu 12.5
Office 164 Tue 13.0
Hotel 502 Fri 14.0
Office 129 Wed 11.0
Transportation 123 Thu 13.0
Office 171 Tue 13.0
Mall 191 Thu 12.0
Office 101 Mon 10.0
Office 228 Tue 13.0
Office 239 Tue 10.5
Hotel 135 Fri 10.0
Office 129 Thu 11.0
Office 375 Wed 10.5
Office 201 Fri 13.0
Office 68 Tue 10.0
Office 420 Fri 13.0
Office 72 Mon 11.0
Residential
Office 127 Mon 11.0
Office 53 Thu 10.5
Office 88 Wed 11.0
Mall 644 Tue 14.5
Residential 50 Mon 11.0
Office 395 Tue 13.0
Office 347 Mon 13.0
Office 395 Fri 13.0
Mall 327 Mon 11.0
Office 47 Thu 10.5
Office 125 Thu 12.0
Office 152 Thu 11.0
Mall 254 Tue 12.0
Hotel 229 Tue 11.0
Office 380 Tue 13.0
Mall
Hotel 202 Wed 13.0
Office 163 Tue 11.0
Office 500 Thu 14.0
Office 217 Thu 12.5

Note: PH: Public Holiday
Source: Offline footage tracking
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Weekend Day
order count

34

357
80

143
75
286
548
123
46
53
262
163

42

94
85
137
83
30
73
387
55

23
75

157
261
166
231
222
167

86
370

101

336
96
165

34

30

171

104

86
476

34
252
129
121
497

196

202
117

305
119
84

221

Day

Sat

Sat
Sat

Sat

Sat
Sat

Sun
Sat
Sat
Sat
Sun

Sat
Sat
PH
Sat

Sun
Sat
Sat
Sat

Sat

Sat
Sat

Sat
Sat

PH

Sat

Sat

Sat
Sat
Sat
Sat

Sun
Sat
Sat
Sat

PH
Sat

Hours

8.0

12.5
10.0

10.0
10.0
12.0
10.5
13.0
10.0
10.0
11.0
10.0

10.0

10.0

9.5
10.0
10.0
10.0
10.0
12.0
10.0

11.5

10.0
11.0
11.0
10.0
12.5
10.0

10.0
13.0

12.0
10.0
10.0

8.0

10.0

10.0

10.0
10.0
13.5
10.0
10.5
11.0
10.0
11.0

115

12.0
10.0

12.0
10.0
10.0

Operating days

on Weekends

NN NNMNNN=2SGN_2GNN=2NNNNNNRN2AGN=2 2 AN -_2NN=2 2NN =_2NNNNNNRNNNNNNRNNNNNNRNN 2NN NNNNNONN 2NN 2NN =_2NN=2 N =2PNDNNNNNNNNN=2 2NN =2NNMNNMNNNN=2N=2DNDN



#
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361
362
363
364
365
366
367
368
369
370
371
372
373
374
375
376
377
378
379
380
381
382
383
384
385
386
387
388
389
390

=

S

Store ID
No.1706
No.1710
No.1715
No.1723
No.1738
No.1748
No.1754
No.1760
No.1763
No.1770
No.1788
No.1794
No.1802
No.1803
No.1812
No.1831
No.1842
No.1845
No.1851
No.1861
No.1863
No.1869
No.1877
No.1887
No.1892
No.1896
No.1899
No.1907
No.1910
No.1911
No.1912
No.1934
No.1943
No.1944
No.1959
No.1961
No.1974
No.2021
No.2040
No.2060
No.2065
No.2066
No.2082
No.2112
No.2119
No.2131
No.2173
No.2175
No.2184
No.2185
No.2186
No.2206
No.2213
No.2219
No.2223
No.2257
No.2258
No.2284
No.2287
No.2290
No.2293
No.2302
No.2305
No.2312
No.2321
No.2327
No.2347
No.2360
No.2380
No.2390
No.2398
No.2399
No.2400
No.2405
No.2408
No0.2433
No.2438
No.2456

City
Suzhou
Xi'an
Qingdao
Shenzhen
Shanghai
Wuhan
Wouxi
Beijing
Dalian
Shenzhen
Ningbo
Beijing
Hangzhou
Shanghai
Qingdao
Changsha
Beijing
Xi'an
Tianjin
Zhengzhou
Suzhou
Xi'an
Suzhou
Shanghai
Xi'an
Chengdu
Suzhou
Chengdu
Zhengzhou
Qingdao
Xi'an
Changsha
Suzhou
Hangzhou
Shanghai
Beijing
Suzhou
Beijing
Guangzhou
Wuhan
Zhengzhou
Zhengzhou
Beijing
Hangzhou
Shanghai
Shanghai
Shanghai
Wouxi
Chongging
Chongging
Chongging
Tianjin
Shanghai
Guangzhou
Chongging
Jinan
Tianjin
Dalian
Chongging
Shanghai
Beijing
Xi'an
Chongging
Chongging
Beijing
Xi'an
Chengdu
Jinan
Qingdao
Xi'an
Shanghai
Shanghai
Chengdu
Shanghai
Yangzhou
Chongging
Shanghai
Ningbo

Store Name
SRR
ICERRIE
SRS
HEREE TR
BB AERE
FFEZE
R 17IE
3T
KIS 335
HECBRESHOE
SHRPOE
BLREE
RERBEREE
baselfkt K5AlE
HARKEE
EREMAEE
R RERE
SEERRE
HERERRFE
XHNERR 75
MBI SEHLE
=L
HERZPOE
hEERR IS
IERYeEE
AR KBS
GBKEE
BN B
ERAFRIRREE
BRIBH I KBRS
EREFHREME
HEERRIE
NIRRT 10075
BB 7S
BIRRHAREE
ERFHIRZRIN88E
KEICClE
LRESIAIE-3F
ENBEEE
ERENESIE
WAERE
PGt R
IIELE=E
RIS RIS
FaER RN
SF1088IEREE
SFEFE
K-park3 S/
arriaE
BERA B iR RIS
REENE
&R IS
ERIEHIE
CEREE
ESE SR
HEBITIE
IR ESEE
IRl 37
ERRRME
AT RS
EEPLE
BREEE
HRN1S/E
BlEI S BREMIE
EMPOE
HeXTAE
PRESEIT RS
SEHSRNES RIS
EEIREE
SNBSS
LigXANERBEE
Eesiut e =
(R FIENE
BRI KBNS
RS
HRIET i
SHIHE
KT 355

Week day

Location order count Day
Residential 152 Wed
Office 251 Tue
Mall 85 Tue
Mall 443 Wed
Office 351 Mon
School 476 Mon
Office
Transportation 308 Wed
Office 58 Mon
Transportation 126 Tue
Office 102 Tue
Office 372 Thu
Office 188 Wed
Hotel 176 Thu
Office 220 Wed
Office 223 Tue
Mall 385 Tue
Office 188 Fri
Mall 177 Fri
Office 253 Wed
Mall 201 Wed
Mall 215 Fri
Office 247 Tue
Office 206 Wed
Mall 155 Tue
Office 354 Wed
Office 87 Mon
Residential 199 Tue
School 130 Wed
Office 203 Mon
Office 206 Thu
Transportation
Office 179 Wed
Office 69 Tue
Office 557 Thu
Mall 274 Tue
Mall 292 Mon
Mall 258 Tue
Office 504 Fri
Mall
Office 251 Tue
Mall 355 Thu
Office 298 Thu
Office 136 Fri
Office
Office 481 Thu
Mall 364 Tue
Office 136 Fri
Mall 277 Fri
Mall 364 Thu
Office 221 Tue
Residential 74 Tue
Residential 211 Thu
Office 466 Fri
Office 86 Mon
Office 225 Wed
Mall 210 Fri
Mall 100 Fri
Office 187 Wed
Mall 293 Thu
Office 443 Thu
Hotel 259 Mon
Office 378 Mon
Office 513 Tue
Office 522 Thu
Mall 208 Thu
Mall 305 Fri
Office 135 Fri
Office 84 Fri
Office 231 Fri
Hotel 153 Mon
Residential 341 Tue
Office
Office 241 Thu
Mall 397 Fri
Mall 471 Tue
Mall 576 Thu
Mall 486 Wed

Note: PH: Public Holiday

Hours
13.0
13.0

9.0
10.5
13.0
13.0

13.0
11.0
11.0
11.0
11.0
11.0
11.0
13.0
12.0
10.0
13.0
11.0
13.0
14.0
12.0
13.0
12.0
12.0
13.0
11.0
13.0
10.5
13.0
12.5

13.5
10.5
13.0
1.5
12.0
11.5
12.5

12.0
11.5
11.0
11.0

13.0
15.0
10.5
13.0
13.0
12.0
11.0
13.0
13.0
11.0
11.0
11.5
11.5
10.0
13.0
13.0
13.0
13.0
14.0
13.0
11.5
11.0
13.0

9.0
14.0
11.0
11.0

11.0
14.5
12.0

9.5
14.0

Source: Offline footage tracking
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Weekend Day
order count

147

122

410

379
182
257

208
59
237

102
131
492
118
174

580
249
131
169
170
291

66
144

180

254
327
115

99
220

196
57
78

229

316

285

169
283

246

91
146
141

233
297
176

42
239
109
220
156

Day

Sat
Sun

Sun

PH
Sun
Sat

Sat
Sat

Sun
Sun
Sat
Sun
Sat

Sat
Sat
Sat

Sat

Sat
Sat

PH

Sat
Sat
Sat
PH
Sat

Sat
Sat

Sat
PH

PH

PH

Sat
Sat
Sat
Sat
Sat
Sat

Hours
10.0
10.0

11.5

10.5
10.0
10.5

12.0
9.5
10.0

10.0
10.0
10.0
10.0
11.0

13.5
12.0
10.0
12.0
12.0
10.0
10.0
10.0

11.5
12.0
11.5
10.0
11.0

12.0
10.0
10.0
10.5
15.0

12.0

10.0

10.0
11.5

10.0
10.0
10.0
10.0

11.5
11.0
13.0

9.0
13.5
10.0
11.0
10.0

9.5

Operating days
on Weekends

NN PODN=2NNN 22NN 22NN 2NN 2NN 2D 2NN 22NN NNNNNNND 2NN =2SGN 2NN NNNNNDNDNNNNNNNDNODNONN 2NN 2NN NNNDNMNNDNDNDN



392
393
394
395
396
397
398
399
400
401
402
403
404
405
406
407
408
409
410
411
412
413
414
415
416
417
418
419
420
421
422
423
424
425
426
427
428
429
430
431
432
433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
448
449
450
451
452
453
454
455
456
457
458
459
460
461
462
463
464
465
466
467
468

iy

Store ID
No.2480
No.2482
No.2502
No.2503
No.2504
No.2516
No.2526
No.2529
No.2557
No.2562
No.2571
No.2572
No.2584
No.2585
No.2590
No.2592
No.2608
No.2612
No.2625
No.2626
No.2633
No.2645
No.2675
No.2679
No.2696
No.2707
No.2708
No.2712
No.2723
No.2731
No.2737
No.2739
No.2750
No.2764
No.2766
No.2767
No.2771
No0.2773
No.2777
No.2800
No.2801
No.2805
No.2807
No.2811
No.2812
No.2813
No.2823
No.2830
No.2831
No.2836
No.2839
No.2847
No.2854
No.2861
No.2863
No.2864
No.2867
No.2877
No.2880
No.2881
No.2891
No.2901
No.2914
No0.2923
No.2926
No0.2932
No.2936
No.2937
No.2941
No.2946
No.2947
No.2951
No.2952
No.2957
No.2959
No.2967
No.2970
No.2972

City
Zhengzhou
Suzhou
Beijing
Changsha
Chongging
Dongguan
Tianjin
Ningbo
Wuhan
Beijing
Tianjin
Dalian
Shanghai
Qingdao
Nanjing
Tianjin
Shenzhen
Shenzhen
Guangzhou
Ningbo
Xi'an
Xi'an
Chengdu
Wuhan
Zhengzhou
Shanghai
Shenzhen
Nanjing
Shanghai
Shanghai
Dongguan
Ningbo
Wuhan
Kunming
Yangzhou
Xi'an
Yangzhou
Dalian
Qingdao
Xi'an
Xi'an
Xi'an
Nanchang
Shijiazhuang
Shijiazhuang
Hefei
Nanchang
Nantong
Hangzhou
Nanchang
Kunming
Nantong
Nantong
Wenzhou
Changzhou
Zhuhai
Shenyang
Kunming
Changzhou
Wenzhou
Yangzhou
Nanjing
Changzhou
Guiyang
Qingdao
Shanghai
Shenyang
Kunming
Hefei
Shanghai
Xi'an
Nantong
Shanghai
Tianjin
Wuhan
Ningbo
Wenzhou
Dongguan

Store Name
FEHE
BERAEE
EREIEE
1X3ED6fE
(RIS
IR A0S
BRKEE
FRUZBHT SHIE
RARHHRIE
RS EHAERS
BRI s
LIRS KBS
TMED NSNS
BRtHBRHOE
LB EEE
TAHLRIE
EFPOKEE
MR REE
IRFIRLEE LIRS
FEASKEE
BRI AR
ERFFRIAT 370
AR AR E RS
TR SIS
M ARFEIHRREE
HRERE
REBEIRE
BTIRERKEE
AEEFRESPOE
EAt16997E
RERTEHEE
BE A5
EINKIME
SR — R
TS
JERERBRANE
BEArEEE
FARKEE
BHKEE
KEFRMIE
FEREOL A5
BIES AIE
[pE=acy e
JCERSIEE
TWREKE
ARFIOEFERR
=HIERE
SRICTE
[EzldEEaE
mEEFRERPOE
bl Al /NGE]
U IS
EFRBRZROE
B+ XEE
TERAEE
HBRESHE
At ERRMERPOE
SEW IS
R s
T EREE
BARE
TR = RIS
ENESWAERE
ST REEE
R SAE
By St NI
HHAREE
FaOE
EWar 37IE-2F
hREEER
EERALE
RIS
“t—HEeEXEE
BEKREE
BERAEE
RS HIE
el ESEN O
FERYEFOE

u|

Week day

Location order count Day
Office 149 Tue
Office 162 Mon
Hotel 165 Tue

Mall 17 Wed
Mall 248 Wed
Mall
Office 108 Thu
Office 178 Fri
Office 262 Wed
Residential 227 Tue
Mall 294 Fri
Office 295 Wed
Office 129 Fri
Office 127 Wed
Mall 336 Wed
Mall 253 Thu
Office 126 Tue
Office 291 Fri
Office 204 Fri
Office 191 Mon
Office 106 Mon
Office 174 Mon
Mall 119 Fri
Hotel 231 Mon
School 531 Tue
Office 506 Mon
Residential 129 Fri
Office 180 Mon
Office 181 Tue
Office 274 Tue
Office 238 Fri
Mall 356 Tue
Mall 306 Fri
Office 255 Fri
Mall 292 Thu
Transportation 405 Fri
Office 183 Thu
Office 72 Fri
Office 61 Fri
Mall 245 Fri
Mall 132 Tue
Office 147 Thu
Mall
Mall 492 Wed
Mall 170 Fri
Mall 168 Wed
Office
Office 223 Wed
Office 219 Fri
Office 213 Wed
Mall 219 Fri
Mall 168 Thu
Office 115 Wed
Office 114 Wed
Office 146 Wed
Mall 271 Fri
Office 392 Tue
Mall 282 Tue
Office 222 Fri
Office 142 Thu
Office 174 Fri
Mall 186 Fri
Office 267 Fri
Hotel
Mall 135 Tue
Office 343 Mon
Office 224 Mon
Office 166 Fri
Mall 349 Tue
Mall 243 Fri
Mall 220 Wed
Mall 274 Thu
Office
Office 229 Thu
Office 91 Fri
Mall 434 Fri
Mall 74 Wed
Mall 338 Mon

Note: PH: Public Holiday

Hours
13.0
11.0
11.0
1.5
15.0

11.0
11.0
12.5
11.0
11.0
13.5
10.5
11.0
13.0
13.0
11.0
13.0
10.5
11.0
13.5
13.0
11.5
13.0
14.0
13.0
12.5
11.0
10.0
10.0
11.0
12.0
13.0
13.5
12.0
13.0
12.0
10.5
10.5
12.0
11.5
10.5

10.5
12.0
13.0

13.0
13.0
13.0
14.0
12.0
11.0
10.5
13.5
13.0
13.0
12.0
13.0
13.0
11.0
13.0
13.0

11.5
13.0
13.0
12.5
12.0
12.0
13.5
12.0

11.0
10.5
11.5
12.5
13.0

Source: Offline footage tracking
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Weekend Day
order count

89
70
130
319
171
37
90

359
262

74
324

40
165
58
50

132

531
190

215
190

459

168
20

342
134

81
242

187

90
149
233
115
260
214

68

89
111
446
258

188

156
252
210
183

354
236

125

81
40

413

Day

Sat

Sat
Sat

Sat
Sat

Sat
Sun
Sat
Sat

Sat

Sat
Sat

Sat
Sat

Sat

Sat
Sat

Sun
PH
PH
Sat

Sun

Sun

Sat
Sun
Sat
Sat
Sat
Sat
Sat
Sat
PH

Sat

Sat
Sat
Sat
Sun

Sat
PH

Sat

Sun
Sat

PH

Hours

10.0
10.0
11.5
15.0
10.0
10.0
10.0

11.0
10.5

10.0
11.5

10.0
10.0
10.0
10.0

12.0

14.0
10.0

10.0
10.0

10.0
9.5

12.0
10.5
10.5
12.5
11.0
12.0

10.0
11.5
10.0
10.0
13.0
12.0
10.0
10.0
10.0
13.0
10.5

10.0
10.5
11.5
11.5

12.0
13.5

11.5

10.0
10.0

12.0

Operating days

on Weekends

NNNNN=2DNNMNN=2NDN
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469
470
471
472
473
474
475
476
477
478
479
480
481
482
483
484
485
486
487
488
489
490
491
492
493
494
495
496
497
498
499
500
501
502
503
504
505
506
507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522
523
524
525
526
527
528
529
530
531
532
533
534
535
536
537
538
539
540
541
542
543
544
545
546

Store ID
No.2985
No.2986
No.3001
No.3005
No.3008
No.3013
No.3024
No.3031
No.3033
No.3046
No.3050
No.3060
No.3064
No.3082
No.3088
No.3097
No.3098
No.3106
No.3108
No.3122
No.3141
No.3149
No.3164
No.3173
No0.3176
No.3185
No.3188
No.3192
No.3218
No.3228
No.3231
No.3239
No.3244
No.3251
No.3253
No.3262
No.3289
No.3291
No.3295
No.3305
No.3306
No.3322
No.3326
No.3334
No.3350
No.3354
No.3355
No.3386
No.3416
No.3444
No.3452
No.3453
No.3454
No.3457
No.3464
No.3472
No.3474
No.3480
No.3489
No.3490
No.3503
No.3506
No.3513
No.3514
No.3569
No.3575
No.3584
No.3598
No.3602
No.3605
No.3622
No.3646
No.3651
No.3662
No.3678
No.3708
No.3714
No.3718

City
Kunming
Kunming

Nanjing
Dalian
Chengdu
Nanjing
Hangzhou
Beijing
Shanghai
Beijing
Zhuhai
Shenzhen
Foshan
Yangzhou
Zhenjiang
Zhengzhou
Shanghai
Chonggqing
Nanjing
Shijiazhuang
Zhuhai
Beijing
Nantong
Xi'an
Ningbo
Xi'an
Nanjing
Shanghai
Wuxi
Ningbo
Foshan
Kunming
Xiamen
Chongging
Nantong
Xi'an
Suzhou
Nanjing
Changzhou
Nanchang
Shanghai
Guangzhou
Wuhan
Tianjin
Zhengzhou
Shanghai
Yangzhou
Nanchang
Wenzhou
Yangzhou
Nanchang
Nanchang
Nanchang
Nantong
Shenyang
Xi'an
Shijiazhuang
Hefei
Shijiazhuang
Shenzhen
Zhongshan
Xi'an
Shenyang
Changzhou
Kunming
Xi'an
Chongging
Qingdao
Guangzhou
Dalian
Guangzhou
Wenzhou
Taiyuan
Changzhou
Shanghai
Hefei
Changzhou
Beijing

Store Name Location
KAEENE Office
FOEREE Office
PAFRRBEEE Office
=FKEE Office
FARIsIBARE School
IRIFEIRRRIE Office
AR REE Mall
i iAIE Office
BIZKEE Office
ERXEE Office
BE1SE Office
RSB ERE School
BLURRXEE Office
FBRIEFEE Mall
BT IBIE Mall
BEEFWXEE Office
BRENEMBEERERE Residential
B bubE Transportation
KITRUEFOE Office
CEMRE T BRSNS Mall
EA=EIEE Office
SIBESMALLIE Mall
TBHNREKEE Office
(=5 I Office
B ERIbE Residential
WEERAENE Office
AIFER RS Mall
HHTARIAILE Office
=R BE27E 0 Transportation
EMXEE Office
INEKERR 155 Office
KBS Office
SHEREEVERLE Office
U BB RS Transportation
FHREE IS Mall
RIS Office
HEREREE Mall
R PR A S B E Office
EMEIEF RS Office
BRRITREE Office
T2 BMOE Mall
FRYHBEREE Office
A& EfnEEE Hotel
RIGIIE Mall
SRR IS Mall
LigrutE Transportation
STHIAIE Mall
bR Es I Mall
BEMNEEXEE Office
ATCERRAENE Office
IAABEAFERRRXE School
69918z iElE Office
FEPOE Mall
EfrSeIEE Office
FRERIRIEFROE Office
EARKFEERIAEE Office
BRI KBS Office
AZEHOT3E Mall
KIDESSIE Office
FRIKEE Office
BEHRNIE Mall
wEBEHARE Mall
KiEriaE Mall
B aE Mall
BRELILREE Mall
AREMFAFER Mall
FEEXNMERAREE Mall
BB A Office
RIET 1505 Office
KEFEASKESE Office
FARHXEE Office
B A OE Mall
ES STl Office
KBS Office
SFHFNCIKENE Office
AR OE Mall
RIS EEE Office
##HPSOHOFEX 15814  Residential

Note: PH: Public Holiday

Week day
order count
95
117
88
187
233
187
98
252
186
465

213
363
117
407

90
115
289

216
127

241
148
130
613

185

134
417
155
235
156
186
291
347

91
219
261
147
211
134
438

82
280
143
135
257
121
100
102
191
120

38
298
194
147

37
238
182
779
148

66
380
108
397

59

142
317

189
338

Day
Tue
Wed
Mon
Fri
Tue
Thu
Wed
Fri
Mon
Thu

Fri

Thu
Mon
Mon

Wed
Wed
Wed

Mon
Thu
Wed
Tue

Tue
Mon

Thu

Thu
Thu
Fri
Thu
Tue
Tue

Thu
Thu
Wed
Wed
Wed

Thu
Fri
Thu
Thu
Tue
Fri
Thu
Mon
Thu
Thu
Tue
Fri
Wed
Thu

Fri
Wed

Thu
Fri

Hours
10.5
10.5
12.0
13.0
13.0
12.0
13.0
13.0
11.0
13.0

13.0

13.0
12.0
13.0
14.0
13.0
11.0
10.5

11.5
11.0
13.0
11.0
10.0
11.5
13.0

13.0

10.5
13.0
13.0
11.0
12.0

8.5
12.5
13.0

11.5
13.0
12.5
11.5
12.5
13.0
13.0
11.0
13.0
11.0
12.0

12.0
10.5
13.0
11.0

11.0
13.0
12.0
12.0
10.0
13.0
12.0
14.5
11.0
11.0
12.0
11.0
13.0
13.0

12.0
13.0

13.0
13.0

Source: Offline footage tracking
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Weekend Day
order count

48

124

24
65
56
211

266
244
396

702

56

117

167
91

308
121
180

68

74
159
72
216
55
396
219

260

920
276

150
105
78

76
266
30
106

222

74
218
183
826

169

249
55
51
98

341
206

Day
Sat
Sat

Sat
Sat

Sun

Sat
Sat
Sat

PH

Sat

Sat
Sun
Sun

Sat
Sat

Sat
Sat

Sat

Sat
PH

Sun
PH
Sat

Sat
Sat
Sat
Sat

Sat
Sat
Sat
Sat
Sat

Hours
10.0
10.0

10.0

9.5
10.0
10.5

10.0
13.0
12.0

9.5

10.0
11.5

11.5
10.0

11.5
10.0
1.5

10.0

12.0
10.0
10.0
10.0

11.5
10.0

11.5

11.5
11.0

9.0
12.0
10.5

10.0
12.5
11.0
10.0

12.0
10.0
11.5
12.0
14.5

10.5
13.5
10.0
12.0

12.0
10.0

Operating days

on Weekends
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#
547
548
549
550
551
552
553
554
555
556
557
558
559
560
561
562
563
564
565
566
567
568
569
570
571
572
573
574
575
576
577
578
579
580
581
582
583
584
585
586
587
588
589
590
591
592
593
594
595
596
597
598
599
600
601
602
603
604
605
606
607
608
609
610
611
612
613
614
615
616
617
618
619
620

=

Store ID
No.3728
No.3734
No.3740
No.3745
No.3747
No.3754
No.3764
No.3771
No.3796
No.4202
No.4233
No.4244
No.4251
No.4263
No.4265
No.4277
No.4287
No.4289
No.4308
No.4311
No.4314
No.4329
No.4336
No0.4343
No.4348
No.4363
No.4370
No.4382
No.4403
No.4412
No.4417
No.4420
No.4426
No.4428
No.4430
No.4437
No.4449
No.4479
No.4482
No.4486
No.4505
No.4519
No.4546
No.4561
No.4562
No.4588
No.4591
No.4602
No.4607
No.4615
No.4618
No.4621
No.4645
No.4649
No.4662
No.4663
No.4672
No.4676
No.4711
No.4722
No.4732
No.4734
No.4756
No.4757
No.4760
No.4764
No.4766
No.4774
No.4786
No.4802
No.4804
No.4828
No.4879
No.4955

City
Nanchang
Chengdu
Changsha
Zhongshan
Wuhan
Zhengzhou
Hefei
Suzhou
Zhenjiang
Wenzhou
Hefei
Kunming
Zhengzhou
Nantong
Wenzhou
Qingdao
Nantong
Wenzhou
Shanghai
Shenzhen
Hefei
Dalian
Chongging
Wuhan
Xiamen
Shijiazhuang
Zhenjiang
Shijiazhuang
Shijiazhuang
Shijiazhuang
Wuhan
Beijing
Wuhan
Shenyang
Beijing
Beijing
Tianjin
Chongging
Guangzhou
Guangzhou
Guangzhou
Shijiazhuang
Shanghai
Beijing
Shenyang
Suzhou
Jinan
Wuhan
Zhuhai
Shanghai
Xi'an
Chongging
Ningbo
Harbin
Suzhou
Guiyang
Shenyang
Harbin
Yangzhou
Harbin
Hefei
Dalian
Xiamen
Harbin
Harbin
Zhenjiang
Harbin
Xi'an
Wuhan
Dalian
Harbin
Kunming
Kunming
Beijing
Average
Total

Store Name
KR SBERE
BfersaE
SABTERECTE
FUHRRERR 35S
EREEREES AR
IESAHIOE
KIFHOIE

TN SRR GBI S7IE

ElRHE s
EERE S PN
Ear$7iE-B1
TERERFE
REEHE
HIAEE
eSS

BERREARIBLRKE

BRFBIT IS
EEVHEIREE

MOREMEE#Ih/L G

EfIA KBS
BEeIFROE
HUCERR KBS
EREF0E
IR EERIE
BIIEE
hiEKEE
B EE
R SHHERRE
FEREE
RILSRAIT 43S
HiIXEFR KBS
B2 155
HERE 75
AFEFEREE
DRC TG+ EbE
REEFRE
KEHEKEE
KFEBRRE
HEMEXZEE
RE
EXEE
RBAERTT 4AE
RESPUE
SELWPHOE

EE/RUIAM 7S
SRETXA HAEFERLE

SR ERR s
hEOHIEE
DR 3705
EBrrRXEE
IR A FEERX S
BREEE
H RIS
hEEXME
AFERAEE
EfEEEE
MIEXEE
EEERARE
H=ErFE
R/RIEKESIRIE
SHRBERRAERS
BRI 370
EMERE
FRREIE
LA BT330S
BE IR
HEIRFESRERSS
REF S
FANETTE
RSB A/RISNE
N=KEE
EtERARTOE
RN IRUEE — IS
FHAERERE

Week day
Location order count Day Hours

Hotel 89 Tue 11.0
Mall 151 Tue 10.0
Mall 132 Fri 11.5
Mall 197 Tue 12.0
Mall 394 Wed 11.5
Office 209 Tue 12.5
Mall
Mall 191 Thu 11.5
Office
Office 159 Wed 13.5
Mall 257 Tue 11.5
School 60 Fri 11.5
Residential 192 Mon 13.0
Office 182 Fri 13.0
Residential 152 Fri 13.0
School 116 Fri 13.0
Mall 223 Fri 135
Office 166 Fri 13.0
Mall
Mall 307 Mon 15.0
Office 95 Wed 11.0
Office 172 Thu 12.0
Mall 207 Mon 13.0
Mall 409 Thu 11.0
Transportation 173 Wed 14.0
Office 86 Fri 11.0
Office 241 Tue 10.0
Office 92 Thu 10.0
Mall 166 Fri 10.5
Office 63 Thu 11.0
Office 255 Thu 13.0
Mall 232 Fri 11.0
Mall 387 Tue 12.0
Office 180 Mon 13.0
Office 244 Mon 10.0
School 153 Fri 10.0
Office 96 Wed 11.0
Mall 348 Fri 14.5
School 380 Fri 15.0
Mall 241 Fri 13.0
Office 229 Fri 10.0
Office 174 Fri 10.0
Office
Mall 247 Thu 11.5
Mall 421 Wed 11.0
Mall 161 Mon 11.0
Mall 199 Fri 12.0
Mall 215 Tue 11.5
Mall
Office
School 292 Wed 12.0
Office 167 Thu 13.0
School
Mall 242 Fri 11.0
Office 113 Mon 13.0
Mall 256 Fri 11.5
Office 234 Mon 135
Office 186 Fri 13.0
Mall 82 Thu 11.5
Mall 41 Fri 10.0
Office 206 Wed 12.5
Mall 178 Wed 11.0
Residential 150 Fri 10.5
Mall 322 Thu 10.5
Mall 136 Thu 11.5
Mall 130 Fri 13.0
Mall 95 Thu 12.0
Office 165 Wed 12.5
Mall 274 Tue 14.0
Mall 137 Thu 12.0
Office 181 Thu 12.0
Mall 68 Thu 11.5
Mall 167 Fri 12.0
Office 197 Thu 10.0
251 12.0
6,862.5

Note: PH: Public Holiday
Source: Offline footage tracking
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Weekend Day

order count Day Hours

76 Sat 10.0
247 Sat 11.5
511 Sat 11.5
241 Sun 10.5
247 Sun 12.0
61 Sat 10.0
173 Sat 13.0
157 Sun 11.5
182 Sat 11.5
170 Sat 11.5
349 Sat 13.5
317 Sun 11.5
637 Sun 11.0
49 Sat 10.0
93 Sat 10.0
197 Sun 10.5
37 Sat 9.0
186 Sat 11.5
474 Sun 12.0
78 Sat 10.0
379 Sun 13.5
716 Sun 13.0
320 PH 135
164 Sun 10.0
121 Sun 10.0
166 Sun 10.0
677 Sat 11.0
216 Sun 11.5
205 Sun 12.0
154 PH 10.0
306 PH 11.5
248 Sat 11.0
82 Sun 11.5
105 Sat 11.5
263 Sun 11.5
231 Sun 10.0
153 Sat 12.0
328 Sun 13.0
81 Sat 10.0
199 10.8
4,398.0

Operating days

on Weekends
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For each of the 981 store-days we tracked, our staff usually sits in the store with a direct line of sight to the collection counter and
counts the number of customers picking up Luckin products while recording the video. If a delivery order is picked up by
delivery personnel, we count the number of Luckin paper bags picked up by the delivery personnel, knowing that each
personnel can pick up more than one order at a time (one order could comprise more than one bag as well, so we might overcount
the number of orders). Our result No. of customers picking up Luckin’s products + No. of Luckin paper bags picked up by
delivery personnel is a good proxy for No. of orders per store per day. Multiplying the No. of orders by the items per order 1.14,
we get the key metric to be verified — number of items per store per day.

Photo — pick up customer: we count the number of customers picking up Luckin’s products

| b |

| i s .

Our tracking started from 2019 4Q. To compare the representativeness of our tracking period to Luckin’s 3Q results, we used
Luckin APP’s DAU (Daily Active User) per store as a proxy of orders per store per day in the same period. DAU is from Quest
Mobile; and although Luckin only reports quarterly store number, we got the weekly store number from articles published by
Luckin’s WeChat Official Account (it publishes the list of new stores opened weekly).

During our tracking period of 2019 4Q to Jan 2020, Luckin APP’s average DAU per store was 0.59K, and Luckin’s 2019 3Q and
2019 4Q’s average DAU per store was 11% and 0% lower than that of our tracking period, respectively. Our tracking results
have a low chance of understating Luckin’s daily sales volume per store of 2019 3Q and 2019 4Q.

Thousand 3Q19 4Q19 YTD2020 4Q19-YTD2020 (Tracking period)

DAU per store 0.53 0.59 0.60 0.59
% low er than sample period -11% 0%

Source: Quest Mobile, Luckin WeChat Official Account weekly new store list
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Luckin App - Avg DAU per Store
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@ DAU per Store (k)

Source: Quest Mobile, Luckin WeChat Official Account weekly new store list

The store opening history extracted from Luckin’s WeChat Official Account matches Luckin’s reported quarter-end store
numbers.
No. of coffee stores - Luckin Coffee official wechat account vs. Reported

5,000 4,507
4,500
4,000
3,500
3,000

2,500 e Official wechat account

2,000 = Reported (Quarter-end)
1,500
1,000

500

Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19

Source: Luckin Filings, Luckin WeChat Official Account weekly new store list

Luckin has inflated its own APP online order volumes by average of 72%.

As all orders are placed and paid online and picked up offline, when an order is placed, a three-digit pick-up number and a QR
code will be generated to facilitate the in store pick up. Some may have observed that the three-digit pick-up number appears
sequential within each store in a day and shared by both pick-up and delivery orders; and use it as a barometer to track the daily
order volume of a store by placing orders at both opening and close time of the store.

Order confirmed

The order is expected to be ready at
17:14. Please pick it up at the store. p 4

144
Pick-up Number

This method cannot be used if Luckin intentionally jumps and skips numbers during the day to purposely distort the tracking
results. Here is an evidence of its notice to store managers to watch out for jumping pick-up numbers on Nov 23 2019.
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6:01 &

Operating Store Managers Group

S

.y REIF

M11B238 (F&AE;N) Fi4E,
BN A AN TR
BrEIENER: 271, 272, 273..

BE—BIZ, FESCY ML
R, #Hlan: 271, 273,

2740
FHREEEBTEHIRS A
EEMER, [BEAKKAE

USR] FEHIE. HERDE
BirskEIRRFE5EH .
5~

@FTB A

AERIF:

M1MAB238 (FRA) Fia,
EVE DA N TR
BRIEVERS: 271, 272, 273..
...... BB, I F S0 ML
TR, Hlan: 271, 273,

-

Starting from Nov. 23 (this
Saturday), the pick-up number
rules  will  be  changed.
Currently, the pick-up number
increases one by one (e.g. 271,
272, 273...). After upgrade, it
will increase randomly (e.g.
271, 273, 274...)

It’s normal to see skipped pick-
up numbers. Please inform the
store staff to prepare the orders
by sequence.

274....., T
FHEREBREHIEE SR
FEMZ, [EARKRAEN

IS ] FEHIE. HERDE
EiR%EIRE.
i~

@ © ®

Source: WeChat Group

We also have more than 10 video evidences recording real-time order jumping processes in store. Though we can’t publish the
videos due to privacy reasons, we encourage investors to conduct the research themselves: Stay in a store for 0.5-1 hour and count
the number of orders picked up by customers or delivery personnel. Place an order at the beginning and the end of the session and
check the online pick-up number gap with the counted number of orders. Our hit ratio of catching order jumping is quite high.

Luckin doesn’t necessarily have to jump orders to commit fraud — they can simply fabricate more orders in their financial records.
However, here is the clever part: company management likely thought about the possibility that more and more investors and data
firms were starting to track their order numbers themselves as part of the due diligence process, so “jumping orders” is a simple
way to mislead investors. To understand the scale of the online order inflation, we randomly selected 151 offline tracking store-
days to track their online orders. We placed one order each at the beginning and the end of a store’s operating hour to get the
online order count for the day. We found that for the same store on the same day the number of online orders inflated range
from 34 to 232, with an average of 106 orders/day or 72% of offline order average.
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Store ID Store Name Location Week day Offline order Online order Online/Offline-1 Online-Offline

20  No.0065 Shanghai BTAEE Office Mon 377 609 62% 232
29  No.0076 Shanghai PIREHS RS Office Sat 171 258 51% 87
32 No.0079 Shanghai EKENE Office Mon 340 482 42% 142
33 No.0081 Shanghai ICRERR 3iE Office Tue 158 239 51% 81
36  No.0089 Chengdu 2885 Mall Sat 335 408 22% 73
44 No.0110 Chongqing BT RERE Office Fri 159 261 64% 102
50  No.0128 Chongging SFCHMEHILE Office Sun 142 290 104% 148
53  No.0139 Chengdu HEFEREE Residential Sat 268 358 34% 90
55  No.0151 Tianjin BIFTAEE Office Sun 146 240 64% 94
60  No.0172 Chengdu FEEREFRE R LS Mall Sun 230 316 37% 86
68  No.0191 Tianjin KEKEE Office Sat 143 252 76% 109
72 No.0206 Chongging KEEa0E Office Fri 148 273 84% 125
78 No0.0223 Chengdu Fith EE Office Sat 135 221 64% 86
87  No.0244 Beijing IR s Mall Thu 172 291 69% 119
88  No0.0247 Shenzhen BERATKRES Office Tue 266 343 29% 7
98  No.0313 Tianjin NARREIRRE Office Sat 60 169 182% 109
102  No.0326 Guangzhou FHEERYE Office Sat 194 284 46% 90
106  No0.0355 Wuhan TEERMRE Office Fri 188 351 87% 163
106  No0.0355 Wuhan TEERE Office Sun 128 250 95% 122
107 No.0361 Tianjin FKESE Office Sat 78 191 145% 113
109  No.0369 Wuhan XBEASLCE Office Wed 421 492 17% 71
123 No.0509 Chongging BRAREI=EAEE Office Tue 371 450 21% 79
127  No.0522 Guangzhou L KEE Office Mon 444 522 18% 78
135  No.0592 Beijing BEXRHEKERS Office Wed 294 380 29% 86
136 No0.0596 Chongging {ZRIAERRIE Residential Fri 357 477 34% 120
137 No.0601 Chongqing RIRPINE Office Tue 411 516 26% 105
141 No.0629 Chongging HROKBIE Office Wed 196 283 44% 87
143 No.0632 Wuhan BISTARE Office Sat 221 324 47% 103
145 No.0672 Wuhan HiXEfFESRFOE Mall Mon 357 510 43% 153

145  No.0672 Wuhan HXEraREHOE Mall Sat 384 512 33% 128

150  No.0703 Jinan FEAVESOE Mall Tue 47 124 164% 77
150  No.0703 Jinan A ESCE Mall Sat 80 166 108% 86
155  No.0772 Wuhan KBKIE Mall Mon 454 519 14% 65
160  No0.0839 Guangzhou TeFE KBS Office Mon 156 253 62% 97
163  No0.0851 Chengdu EIRI7E Office Sat 264 332 26% 68
165 No0.0861 Chengdu = KEE Office Thu 253 321 27% 68
165 No.0861 Chengdu =RKENE Office Sat 161 246 53% 85
168  No0.0912 Chengdu FEESHEIE Office Sun 198 297 50% 99
170 No.0923 Jinan BT AE Office Sat 90 231 157% 141
179 No.0957 Chongging BRMEFOE Mall Mon 271 381 1% 110
195  No.1062 Chonggqing B TEE School Mon 581 660 14% 79
201 No.1090 Chengdu BRI mIE Mall Fri 533 599 12% 66
210  No.1147 Chengdu PISIRITIREE Office Sat 103 187 82% 84
219 No.1199 Chongging T HRERE Office Mon 332 428 29% 96
222 No.1217 Beijing FrRes S EWYI RIS Mall Mon 378 583 54% 205
227  No.1240 Tianjin BRI Office Sun 120 235 96% 115
228  No.1242 Chengdu WEEEEE Hotel Fri 331 442 34% 111
231 No.1257 Xi'an eI KHEE Office Mon 368 465 26% 97
232  No.1258 Chengdu RAE LS Office Sun 165 251 52% 86
234  No.1271 Zhengzhou FHBIESKTE Office Sat 82 176 115% 94
239 No.1314 Zhengzhou HEER S Office Sat 80 184 130% 104
242 No.1328 Ningbo ISy =y Office Fri 217 367 69% 150
244 No.1342 Qingdao SFKEE Office Sat 75 167 123% 92
245 No.1343 Zhengzhou AT RIS Office Sat 286 373 30% 87
250 No.1353 Beijing E Ty A Mall Sat 262 396 51% 134
261 No.1393 Suzhou SEEREYROE Mall Sat 387 495 28% 108
269 No.1425 Suzhou HITr g Mall Sun 157 244 55% 87
272 No.1440 Suzhou AR IS Office Sat 231 326 41% 95
273 No.1456 Beijing e skE Office Wed 477 590 24% 113
279  No.1484 Wuhan IROKEELE Transportation Sat 101 223 121% 122
282 No.1491 Tianjin BRuAT VRS Office Sat 96 215 124% 119
285 No.1505 Chonggqing BFERRABEE Hotel Fri 135 248 84% 113
292 No.1546 Wuhan BEXNEFRE Residential Sat 171 249 46% 78
296 No.1560 Wuhan KEFEBRERWE Mall Tue 644 768 19% 124
296 No.1560 Wuhan KFESHLE Mall Sat 476 563 18% 87
299  No.1591 Wuhan SEGBIE Office Sun 129 245 90% 116
301 No.1618 Tianjin KiAlRkE Mall Mon 327 411 26% 84
305 No.1658 Chongging TKEREETES 1AIE Mall Tue 254 369 45% 115
310  No.1697 Suzhou I BB Office Sun 84 206 145% 122
313 No.1706 Suzhou TRRINENE Residential Sat 147 259 76% 112
318  No.1748 Wuhan EFEZEE School Mon 476 555 17% 79
327  No.1812 Qingdao HERAEE Office Sun 102 190 86% 88
328 No.1831 Changsha HREMAEE Office Sun 131 261 99% 130
329 No.1842 Beijing SHRHRERE Mall Tue 385 531 38% 146
331 No.1851 Tianjin HERGERRFIE Mall Fri 177 297 68% 120
331  No.1851 Tianjin HERFRR IFE Mall Sat 174 273 57% 99
335 No.1877 Suzhou HABRZHOE Office Sun 131 252 92% 121



Store ID

Store Name

Location
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Online-Offline

337
338
338
339
349
351
354
368
374
380
381
381
385
393
401
401
402
404
404
411
416
425
427
435
438
441
442
443
444
445
446
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453
455
465
465
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511
512
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Source: Offline footage tracking and online ordering
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Week day

Tue
Wed
Sat
Sat
Sat
Sun
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155
354
291

66
327

99
355
169
146
176

84

42
156
165
294
359
262
127

74
106
506
459
168
170
149
219
214

68

89
111
271
222
156
135

91

40
124
244
17
216
134
159
216
147
211
260

90

78

76

30

74
183

55
206
511
182
116

86

49

93
166

37
186
387

78
174
677
161
215
248

82
231
153
167

299
461
350
179
507
190
447
271
292
302
167
125
249
274
360
439
328
244
168
241
545
573
265
282
300
380
347
145
217
210
415
365
304
267
195
116
236
414
270
279
229
228
285
292
362
385
203
177
152

64
165
285
166
291
581
294
231
211
123
184
315
102
330
493
180
285
724
269
347
345
184
343
292
283

93%
30%
20%
171%
55%
92%
26%
60%
100%
72%
99%
198%
60%
66%
22%
22%
25%
92%
127%
127%
8%
25%
58%
66%
101%
74%
62%
113%
144%
89%
53%
64%
95%
98%
114%
190%
90%
70%
131%
29%
1%
43%
32%
99%
72%
48%
126%
127%
100%
113%
123%
56%
202%
41%
14%
62%
99%
145%
151%
98%
90%
176%
7%
27%
131%
64%
7%
67%
61%
39%
124%
48%
91%
69%
72%

144
107
59
113
180
91
92
102
146
126
83
83
93
109
66
80
66
117
94
135
39
114
97
112
151
161
133
77
128
99
144
143
148
132
104
76
112
170
153
63
95
69
69
145
151
125
113
99
76
34
91
102
111
85
70
112
115
125
74
91
149
65
144
106
102
111
47
108
132
97
102
112
139
116
106



Smoking Gun Evidence #2: Luckin’s “Items per order” has declined from 1.38 in 2019 2Q to 1.14 in 2019 4Q

From 2019 40Q, we gathered 25.843 customer receipts from 10,119 customers in 2,213 stores in 45 cities. The 25,843 receipts
indicate 1.08 and 1.75 items per order for pick-ups and delivery orders respectively or blended 1.14 (99% confidence level).
This marked a continuously downward trend of items per order from 1.74 in 2018 1Q to 1.14 in 2019 4Q.

Luckin’s items per order has declined to 1.14

# of items per order (4Q18-Jan 20) 25,843 receipts Order Type% - Company
Pick-up orders 1.08 90.0%
Delivery orders 1.75 10.0%

25,843 receipts 1.14 100.0%

Source: Company Information, 25,843 Luckin customer receipts

Luckin’s items per order on a downward trend

1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q1% 4Q19 (25,843 Receipts)
# of items sold (mn) 1.5 12.0 23.3 52.9 48.8 82.8 132.7
# of orders (mn) 0.8 7.0 12.6 235 32.9 58.8 109.3
Delivery orders 0.5 4.3 6.5 12.0 91 11.8 14.0
As % of total orders 61.7% 62.2% 51.4% 40.8% 27.7% 19.8% 12.8%
Delivery Expenses (RMB mn) 5.4 44.9 67.1 124.8 946 106.2 118.7
Delivery Expense per delivery order (RMB) 11. 11. 11. 11. 11. 9.5 9.0

# of items per order 1.74 1.72 1.85 1.80 1.48 1.38 1.21 1.14

Source: Luckin Public Filings, Coffee_Detective Calculation’
This trend can be attributed to the decline of delivery order contribution, as people naturally tend to buy more items to meet the
free shipping requirement. Through our store visits, we find that the majority pick-up customers only buy one freshly brewed
drink, because in most cases, a coupon can only be applied to one of the items in the order, according to Luckin. Per company
presentation and management communication, the percentage of delivery orders indeed declined from 61.7% in 2018 1Q to 12.8%
in 2019 3Q and further to ~10% in early January.

Decreasing importance of delivery orders

/— Percentage of delivery orders ﬂ

61.7% 62.2%

1Q2018 2Q2018 3Q2018 4Q2018 1Q2019 2Q2019 3Q2019

/

Source: Luckin 2019 3Q Earnings Presentation

! All numbers were company reported except “delivery expense per delivery order” was assumed based on tech.163 article:
http://tech.163.com/19/0326/08/EB6BUEJK000999C0.html.
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Citi Research

N

citi

14 January 2020011:45:43 ET

Quick post: Restaurant Industry: Luckin - CFO Takeaways from ICR...

We caught up with Luckin's CFO, Reinout Schakel:

l'EleIivery - Delivery is roughly 10% of the business todayl and the company expects to stay around that
evel going Torward, Delivery 15 a tool to help improve perception of convenience for the customer (does
require some subsidies from the retailer).

Source: Citi Research quoted CFO & CSO

Our receipts are collected from more than 10,000 customers in 2,213 stores in 45 cities — distributed in proportion to Luckin’s
population in terms of city tier and store type (see below for benchmarking). From a statistical perspective, in order to achieve
95% confidence interval with 2% margin of error on both ASP and items per order, we would require at most 5,000 receipts. We
increased that five-fold and collected 25,843 receipts to ensure the quality of the data. Our confidence level has achieved 99%

with 1% margin of error.

Distribution Comparison: 25,843 Receipts vs. Actual

Distribution 25,843 Receipts LK population
By city tier: % of orders % of stores
T1 cities 38% 33%
T2 cities 44% 56%
T3 cifies 18% 11%
By store type:

Office building 93% 59%
Shopping Mall 35% 25%
Schools 7% 7%
Others 5% 9%

Source: 25,843 customer receipts, Luckin APP, Coffee_Detective Calculation

In addition, items per order is independent to store types or city tiers, as indicated below. Therefore, there’s zero impact on the result
by simulating a perfect match to the population distribution. Note that for delivery orders, the customer cannot choose the delivery

store, so the store distribution by type is only applicable to pick-up orders.

Items Per Order by Store Types

By Store Type Items Per Order - 25,843 Receipts % o Stores (LK Population) Order Type % -Company
Office Building 1.08 50%
Shopping Mall 1.07 25%
Schools 1.04 7%
Others 1.08 9%
Pick-up Blended 1.07 100% 80%
Delivery 1.75 10%
Total 1.14
Difference vs. Receipis 0%

Source: Company Information, 25,843 Luckin customer receipts
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Items Per Order by Cities
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Source: 25,843 Luckin customer receipts

Each receipt contains ample information (sample attached below for reference) including when and where a purchase was made,
whether it’s a pick-up or delivery order, what kind of coupon was used, what was the listed price and actual price paid etc. Investors

and auditor can access the receipts from the following link: (Link)

Sample Receipts

T4 EEE——
iTEiEN

Order placed

AR E L

Store address

. BT 4)mmy X 22 fd944 Order number
i EE!**!E [tem purchased 4 —’ Amount due

%1419 53] BOESEAR

LAY l:l

PR N MR R g
ch.s:;‘:mgte j Price discounted
#itme
Actual price paid
LELEL E

If the customer uses
coffee wallet (prepaid
money) to pay the order,
the actual price paid will
be shown as zero. We

Ordﬁ number
Item purchased xl

T

L] psepindy
Coupon for all drinks

Amount due 18, ﬂ!éﬂ"l‘!, ?‘!ﬂﬁ@._.

placed time

F‘nlﬂ 2015-12-[}5],1:12 Dirde

Price discounted
mREE: 2019-1?‘05 14:53

Actual price paid Order pick-up time
(38% of the listed price) e T will proportionally add
back the amount prepaid
§HEE§E“E into the coffee wallet
. E!"‘F J = (Customers pay 33% to
> 67% of the listed price to
ASrn s e

prepay in coffee wallet;
we use flat rate 67%),
ie. in this case,
RMB18.09

Sm N ENE golpn
zem-% n e
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Smoking Gun Evidence #3: We gathered 25,843 customer receipts and found that Luckin inflated its net selling price per
item by at least RMB 1.23 or 12.3% to artificially sustain the business model. In the real case, the store level loss is high at
24.7%-28%. Excluding free products, actual selling price was 46% of listed price, instead of 55% claimed by management.

Luckin reported a net selling price? of RMB 11.2 per item in 2019 3Q. On the earnings conference call on Nov. 13, 2019, Luckin’s
CFO & CSO Reinout Schakel guided even higher price for 2019 4Q. However, our 25,843 receipts indicate net selling price of only
RMB9.97, i.e. 12.3% inflation versus the reported case (99% confidence level and 1% margin of error statistically, meaning that we
are 99% sure the price is in the range of RMB9.87-RMB10.07, 1% error.

Actual vs. Reported Price Comparison — Including Free Product

3 |} Net selling price per item )

QoQ Increase YoY Increase

~ 7% ~15%

luckin coffee i 1

Including free product Report Case | 25,843 Receipts Inflation (RMB) |Inflation %
Net selling price (RMB) 11.20 9.97 1.23 12.3%
% of Net Listed Price 50% 42%
—

Source: Luckin Public Filings, 25,843 Luckin customer receipts, Coffee_Detective calculation

Excluding free product, freshly brewed drinks and other products were sold at RMB 10.94 and RMB 9.16 respectively, indicating
12.3% and 32% inflation versus the reported case. Excluding free product, actual selling price was 46% of listed price, instead of
55% claimed by management.

Actual vs. Reported Price Comparison — Excluding Free Product

Excluding free product Report Case 25,843 Receipts Inflation (RMB) Inflation %

Net selling price (RMB) 12.24 10.83 1.41 13.0%
% of Net Listed Price 55% 46%

Freshly Brewed Drinks (RMB) 12.29 10.94 1.35 12.3%
% of Net Listed Price 54% 45%

Other products (RMB) 12.09 916 293 32.0%
% of Net Listed Price 57% 56%

Source: Luckin Public Filings, 25,843 Luckin customer receipts, Coffee_Detective calculation

Luckin CFO & CSO guided Q/Q ASP growth on 2019 3Q earnings conference call on Nov.13, 2019

Shiyan Wang Crédit Suisse AG, R h Division - R ch Analyst

The second question is, could you talk about the trend of th:llk('y operating metrics into the fourth quarter, especially the ASI-'-‘.Ias we are

lseeing increasing promotion intensitylby you and other competitors and also the growth outlook for the Luckin Tea products in Q4 given
the seasonality?

Reinout Hendrik Schakel Luckin Coffee Inc, - CFO & Chief Strategy Officer

MNow on your second question in relation to the ASP, we've seen anotherl healthy growth of ASP quarter-over-quarter {On the one hand,

that is because in terms of the number of new customers that we attract or the number of free cups that we give as a percentage of total
transacting customers, obviously, continues to reduce because we've been increasing the number of transacting customers. So that has &
less dilutive impact on sort of your ASP.

At the same time, alﬁo_lwr_- continue to increase the number of people that are already paying the price that we want them to paylSa it's

a trend that we have seen in 02. We obviously see it in Q3.

In terms of your questions.lyns. we do expect that trend to continue, in line with what we have been communicating on before |Sa over
time, the sort of the long-term price that we're looking for is, obviously, that sort of CNY 16 to CNY 17, and we gradually will kind of move

towards that price point over time.

Source: Luckin 2019 3Q earnings transcript

2 Net selling price per item was calculated as total net revenue from products over the period divided by total items sold over the period
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To clarify, we kept our ASP definition consistent with the Luckin’s own reporting metrics — net effective selling price, net of
VAT, net of coupon. Specifically for its “coffee wallet”, we posited that all coffee wallet purchases are counted at 67% of listed
price i.e. 1) we don’t count any cups sold at “zero” price 2) even for the buy 10 get 10 free (i.e. only 50% of listed price)
promotional campaigns in each of July, October, November months, we still count at 67% of listed price as the net effective
selling price. Therefore, we have a higher probability of overestimating ASP rather underestimating. Applying a perfectly match
to Luckin’s store distribution, the difference in net selling price will be no more than 1%.

Net Selling Price Per Item by Store Type

By Store Type

Net Selling Price (RMB) - 25,843 Receipts % o Stores (LK Population)

Order Type % -Company

Office Building 10.1 59%

Shopping Mall 935 25%

Schools 9.1 7%

Others 99 9%
Pick-up Blended 99 100% 90%
Delivery 11.8 10%
Total 101

Difference vs. Receipts 1%

Source: Company Information, 25,843 Luckin customer receipts, Coffee_Detective calculation

On the aforementioned earnings call, Luckin’s CFO Reinout Schakel circumvented the question on increasing promotion intensity.
However, our receipts indicate that they even started to offer free drink coupons to existing users since 2019 4Q, vs. previously

only offering free coupons to new users and users invited them. The percentage of free items is supposedly declining per company
filings.

New and Existin&_Customers’ Free Drink Coupon Comparison

3:487 ol 4G @)

<

EBDLAN

Rules for New Customer Referral Rewards

BB RN

iEA9SFRA (luckin coffeedy; /\EER) FAF, ENFJ
REMAASE. FIRR: NBRBENFREEENESE
#t, WAREFHAF

concm A T2 D, .
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®
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iTEE
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BT g Good Luck!

2, AR RESH A ~
m) mwER, sake—Hunngs, BIEERS
REFERINE I Ty
3, MEHEABE: ATNERS), BRDRAT. S5 Py ] (No.1915)
et 248 - i
: CREITAR I MR Lk W — R A
BEiTe i
s L SH0384 2019-10-10 12:59
Designated free drink (RMB24 off) for existing customers
BEgs
7R RAEFARTA K% B8 MYl xl oy
1, AP ENRE Rluckincoffee APPR/\ZFF, B % B IRIEHT _ New customer’s
AKHE (BRluckincoffee APPE/I\EES: APP{ER) free drink coupon
FAKBENS: 13K AR BERRS+2K6H 5 v
FABERRIRSS, NRWLIHBEES (RGNS, s1nEs
REENRE . BESHNON) . $E%01E =t
EFRBE: MMBERS. SUERI. ATMERIIRR =1t ¥
2KsHFEN: KRSEASHS, KRBBASHS, A9 A
RZEE, BRIOE T 20191010 1259
2, B8 &Rluckin coffee APPR/NiEF, BESNEEEF BEE- o
Wi E "8 2019-10-10 1317
3. FABERBRES, FXBRMTE
4, B—FNigE. A—FNSBRTAR—RFAASE
5, FTASEERRIRES RIEHEAMMuckincofiee
APPR/NER AT
5 BUR 45 1% 3 g
=2=F B
Source: Luckin APP, 25,843 Luckin customer receipts
Reported % of free items reduced overtime
1Q18 2Q18 2Q18 4Q18 1Q19 2Q19 3Q19
# of free items (mn) 09 43 46 120 6.0 80 108
As % of fotal items 588% 36.2% 199% 227% 124% 9.7% 8.1%

Source: Luckin Public Filings
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Luckin’s CFO Reinout Schakel said they continued to increase the number of people that are already paying the price that they want
them to pay. Our receipts indicate the opposite — even in mature markets with more mature customers, the effective price was
stagnant at RMB 10, excluding the free product. There’s no positive correlation between the net selling price per item and
the operating months.

Net Selling Price or % of Listed Price by Cities, Sorted by Date of Entry

Net Selling Price (RMB) % of Listed Price
14.0 60.0%
12.0 50.0%
10.0
40.0%
8.0
30.0%
6.0
20.0%
4.0
20 10.0%
0.0 0.0%
0@ F PR LA LT AT LELE LSS SO
N SISO SIS NN S SIS Q) R I\ A P RN X0 @ O
PR @‘é\qﬁ& 0“00 e (b(é‘l/ &I s RN S & P o“g% & y& A8 @cho@g, qfé &9\ S
S X o 9 54 [N ©
1st Entry \ } \ }
Month Y \ / Y
Dec-17 Jan-18 Mar-18 Sep-18 Oct-18 Nov-18 Apr-19
mmmm Net Selling Price (RMB) === %, of Listed Price

Source: 25,843 Luckin customer receipts, Coffee_Detective calculation

In the recent Citi conference in January, Luckin CFO Reinout Schakel mentioned that more than 63% of customers are paying
RMB 15-16 per cup of coffee. In the 2019 3Q company presentation, they pointed out that 63% of items were sold at more
than 50% of retail price. However, these are all too good to be true and contradict our receipts findings. Qur receipts indicate
only 28.7% of items were sold at more than 50% of listed price. In fact, the majority of items were sold at 28%-38% of
listed price. i.e. Luckin’s core customers are still very price sensitive. Only 39.2% of customers paid a price higher than
RMB 12 and only 18.9% were paying more than RMB 15 per cup of coffee.

Y
Citi Research Cltl

4 January 2020411:45:43 ET

Quick post: Restaurant Industry: Luckin - CFO Takeaways from ICR...
We caught up with Luckin's|CFO, Reinout Schakel: |

Pricing Differential vs. Starbucks - Starbucks' cost per cup is ~20RMB vs. Luckin at ~10RMB - location |
costs are the biggest driver of the cost delta.

Dynamic Pricing - Frequency, retention, and ARPU are the key variables that drive dynamic pricing. More
than 63% of customers are paying 15-16RME per cup of coffee - so the company has increasedThe
number customers who are paying a more normalized price for a cup of coffee (average price includes
discounts).

Source: Citi Research quoted CFO &CSO
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2018 1H2019 3Q2019

Number of

items sold at 15.5mn 64.7mn 83.2mn
more than 50%

of retail price:

Percentage of v
A e
items sold at ’
more than 50%

of retail price: 17.3%

Source: Company Presentation

% of Retail Listed Price Distribution — All Items

35% 32.7%

30%
25%
21.6%
20%
14.6%
15%
9.9%
10%
" 1% & 5% 5.3%
0
0,
5% 2.2%
0.0% 0.2% -
0%

[0%,10%] (10%,20%] (20% 30%] (30%,40%] (40%,50%] (50%,60%] (60%,70%] (70%,80%] (80%,90%] (90%,100%]

Source: 25,843 Luckin customer receipts, Coffee_Detective calculation

Per Cup Coffee Price Distribution
30.0%

25.0%
20.0%
15.0%

10.0%

5.0% | H |
Lo A II .l ” ..

01234567889 101112131415161718 1920 2122232425 2627 2829 RMB

Source: 25,843 Luckin customer receipts, Coffee_Detective calculation

Why does ASP matter? If investors still remember Luckin’s own sensitivity analysis on store profitability during their
presentations, they will find that ASP is the key factor for store level profitability. They pointed out, selling at RMB16 per item at
400 items per store per day, the store level profitability can be as high as 28.4%. The lower end of ASP below RMB 12, which is
closer to the real case, is somehow omitted in management’s analysis, representing a much more struggling profitability outlook.
Under the real case, i.e. 263 items per store per day with net selling price of RMB 9.97, the store level LOSS is at 28.0%.
based on management presentation. Note that all numbers are provided by management. Take one step back, we give the company
some credits for achieving economy of scale through sending free coffees and take down the costs at 2019 2Q reported numbers,
the store level loss is still as high as 24.7%. At current price level, they can only achieve store level profitability by selling 800
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items per store per day or they have to increase the effective selling price to RMB13 minimum. That’s why they need to fabricate
the ASP numbers to sustain their business model.

Store Level OPM Sensitivity Analysis -Management Presentation Case

Case: Management Presentation ltems per store per day
50 100 200 263 300 400 500 00 700 200 500
Net Selling Price (RMB) 7| -314% -171% -99.4% -82.3% -T56% H536% -56.5% -51.7% -483% -45.7% -43.8%

8| -262% -137% -745% -50.5% -536% -432% -36.9% -327% -20.8% -27.5% -258%
o| -222% -111% -55.1% -41.8% -366% -27.3% -21.7% -18.0% -153% -13.4% -11.8%
10| -191% -90% -40.0%[ -28.0%] 23.3% -14.9% -9.9% 65% -41% -23% -09%
11| -164% -T2% -26.9% -16.0% -117% -41% 04% 35% 56% 73% B5%
12| -142% -58% -163% -63% -24% 45% B87% 115% 135% 150% 16.1%
13| -123% 46% -7.4% 19% 55% 11.9% 157% 18.3% 201% 215% 226%
14| -107% -35% 0.3% 89% 122% 182% 218% 241% 258% 27.1% 28.1%
15|  -93% -26% 69% 149% 181% 236% 27.0% 202% 308% 320% 329%
16| -B1% -19% 128% 203% 232% 284% 315% 336% 351% 362% 37.1%
17| 71%  -12% 17.8% 249% 27.7% 326% 356% 37.5% 389% 400% 40.8%
18|  B1% 5% 224% 201% 317% 364% 391% 41.0% 423% 433% 44.1%
21| -38%  10% 335% 392% 415% 455% 47.8% 404% S506% 514% 521%
24| 21%  21% 418% 463% 438% 523% 544% 558% 567% 575% 58.1%

Source: Company Presentation, Coffee_Detective calculation

Key cost assumptions

= Cost of raw materials: RMB5.00 /item = Payroll: RMB3.00 / item = Excluding delivery subsidy
= Low value consumables: RMBO0.25 / item = Rental expenses: RMB15K / month / store = Income taxrate: 15%
= Logistic and storage : RMB0.70 / item = Utilities and others: RMB5K / month /store ® Equipment depreciation: 5 years/ linear

= Renovation depreciation: 3 years/ linear
(1) Delivery subsidy is calculated as delivery expenses subtracted by delivery revenues

Source: Company Presentation, Coffee_Detective calculation

Store Level OPM Sensitivity Analysis —2019 2Q case with reported costs

Case: 2019 tems per store per day
=l 100 200 263 300 400 =00 GO0 700 &00 S00
Net Selling Price (RMB) 7| -309% -166% -04.7% -77.6% -709% -58.099% -51.8% -47.0% -43.6% -41.0% -35.0%

8| -258% -133% -70.4% -55.4% -49.5% -39.1% -32.8% -28.6% -256% -23.4% -21.7%
| -218% -107% -514% -38.1% -32.9% -23.6% -18.0% -143% -117% -97% -8.1%
10| 187% -BT% -36.7%[ 24.7%| -20.0% -11.6% 6.6% -3.2% 08% 1.0% 24%
11| -161% -69% -23.9% -13.0% -8.7% -1.1% 3.4% 65% 86% 103% 115%
12| -138% -55% -136% -36% 03% 7.3% 11.5% 143% 162% 17.7% 18.9%
13| -120% -43% -4.8% 4.4% 8.0% 14.4% 18.3% 20.8% 227% 241% 25.1%
14| -105% -33% 26% 112% 146% 20.5% 241% 26.5% 282% 205% 30.5%
15| -91% -24% 9.1% 17.1% 203% 25.38% 20.2% 31.4% 33.0% 342% 351%
16| -79% -16% 14.8% 22.3% 25.3% 30.5% 33.6% 357% 372% 383% 39.2%
17| 69% -10% 19.8% 26.9% 29.6% 34.6% 37.5% 39.5% 40.9% 419% 427%
18|  -59% 4% 243% 30.9% 336% 38.2% 41.0% 428% 442% 452% 459%
21| -36% 1% 35.1% 40.8% 43.0% 47.0% 49.4% S51.0% 521% 53.0% S53.7%
24|  -19%  22% 432% 482% S50.2% 536% S557% ST.1% 58.1% 58.9% 59.4%

Source: Company Presentation, Company Filings, Coffee_Detective calculation
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Smoking Gun Evidence #4: Third party media tracking showed that Luckin overstated its 2019 3Q advertising expenses

by over 150%, especially its spending on Focus Media

Luckin disclosed its quarterly advertising expenses before Mar 31 2019 in its PO prospectus. After [PO, its advertising expenses
can be calculated using the breakdown of new customer acquisition costs on its quarterly earnings release presenations.

Luckin’s reported selling and marketing expenses breakdown
For the three months ended

March 31, June 30, September 30, December 31, March 31,
2018 2018 2018 2018 2019
RMB %o RMB Yo RMB % RMB Yo RMB Yo
(in thousands, except for percentages)
Advertising expenses 39,848  73.2% 101,842 57.2% 127,372 56.5% 93,080 32.3% 40,143 23.9%
Others 1.694 3.1% 2,555 1.5% 2,380 1.1% 4 487 1.5% 3,532 2.1%
Source: Luckin IPO Prospectus
New customer acquisition costs
[l Free product promotion expenses
Other new customer acquisltion costs @
(RME) 55.2
481
. 487
16.9
101
69 65 6.5
1Q2019 2Q2019 3Q2019
New transacting customers
{in millions) 1Q19 2Q19 3Q19
Other new customer acquisition costs - Per new customer (RMB) 10.1 41.6 48.7
4.3 5.9 7.3 New transacting customers (RMB million) 43 5.9 7.9
I Coctsted s ree roductpromation epenses  romber st nemmsmsaimgewsomesADVETtiSING €Xpenses and others (RMB million) 44 246 387
during the peried Advertising expenses (RMB million) 40 242 382
@ Calculated as (advertising expenses « other sales and marketing expenses excluding dellvery) -
{ number of new transacting customers durng the period Others (RMB million) 4 4 4
Source: Luckin 2019 3Q Earnings Release Presentation
The reported quarterly advertising expenses are summarized below:
1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q18
Advertising expenses (RMB million) 40 102 127 93 40 242 382

In 2019 2Q’s earnings call, the company disclosed for once that Focus Media accounted for RMB 140 million of the total RMB
240 million + advertising expense in 2019 2Q (they only managed to explain RMB 154.5 million, or 64% of the total advertising

spending RMB 242 million).

The data tracked by CTR Market Research showed that Luckin overstated 2019 3Q advertising expenses by over 150%:

2019 3Q CTR implied Focus Media spending was RMB 46 million, only 12% of Luckin’s reported advertising expense, a

much lower level than previous quarters. Assuming Luckin spent a similar amount on non-Focus Media advertising expenses in

2019 3Q, Luckin overstated its advertising expense by 158%.

rmb million 2Q18

4Q18

Luckin reported

3Q19

Reported total advertising expenses 40 102 127 93 40 242 382

CTRtracking

CTR tracking list price 248 872 1,186 845 283 1,438 579

List price to actual expense ratio 8% 8% 8% 8% 8% 8% 8%

CTR tracking implied ad expense 20 70 95 68 23 115 46
CTRas % of reported 50% 68% 75% 73% 56% 48%

Source: Luckin Filings, CTR Market Research
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LK's Advertising Expenses Compared to CTR Tracking CTR Tracking as % of LK Reported

200 — 80% 75% 73%
68%

70%
60%
250 50%
50%

40%

100 H 30%
50 I I HI 20% 2%
b
[N H [N |
10%
1Q18 2Q18 3Q18 4Q18 1Q19 2Q19 3Q19
0%
OReported total advertising expenses B CTR tracking implied ad expense 1Q18 2018 3Q18 4018 1Q19 2Q19 3Q19

Source: Luckin filings, CTR Market Research

CTR Market Research tracks actual advertising broadcasting of different brands on various media channels, including all the three
major media channels of Focus Media: LCD display network (office building elevators), poster/digital frame network (residential
building elevators), and movie theater network — accounting for 82%, 17% and 1% of Focus Media’s total revenue in first half of
2019, respectively, based on Focus Media’s interim report 2019.

Below are CTR’s monthly tracking results of Luckin’s advertising spending on Focus Media’s channels. Luckin’s spending was
reduced to a minimum level from September to November 2019, but rebounded in December 2019. Fraud Started

CTRtracking - Luckin
Media list price rmb m 18/01 18/02 18/03 18/04 18/05 18/06 18/07 18/08 18/09 18/10 18/11 18/12 19/01 19/02 19/03 19/04 19/05 19/06 19/07 19/08 19/09 19/10 19/11 19/12

LCD Display - 53 126 266 272 110 257 290 321 239 200 188 47 149 100 716 261 266 503
Y/Y Growth 18% -62% 164% 137% 4%
M/M Growth 111% 2% 133% 13% -26% -16% 614% 2%

Poster/Digital Frame n¢ - 5 54 13 89 23 96 107 117 89 82 48 16 7 33 104 86 111 - - - 5 137
Y/Y Growth 31% 152% 16% 281% 16%
M/M Growth 578% 323% 12% -24%  -8% 211% 28%

Movie theater network 8 2 - 31 48 19 - - - - - - - - - 42 94 140 62
Y/Y Growth -12% 389%
M/M Growth 48% |-56%

Total 8 59 180 311 409 152 352 397 438 328 282 235 63 - 220 134 862 442 517 62 - - 5 640
Y/Y Growth 698% 22% -57% 111% 190% 47% |-84% -98% 172%

Source: CTR Market Research

The dollar amount in CTR’s raw data is media list price, which could be significantly higher than the actual advertising spending.
To calculate the conversion rate between list price and advertising spending, we calculated it between CTR’s tracking of total
Focus Media broadcasted advertisements with Focus Media (002027 CH)’s reported revenue. Based on the data from 2019 1Q to
3Q, Focus Media’s actual revenue is around 8% of CTR tracked media list price.

Rmb million 18Q4  19Q1 1902 19Q3 [  19H1|
CTR Tracking
Total Focus Media 39,247 37,134 35421 39,819 72,555
LCD Display and Poster/Digital Frame netw orks 31,613 28,503 28,133 31,679 56,637
LCD Display 10,099 7,170 7,752 9,261 14,922
Poster/Digital Frame netw orks 21,514 21,334 20,381 22,418 41,715
Movie theater netw ork 7,633 8,630 7,288 8,140 15,918

Company Reported Revenue

Total Focus Media 3,675 2,611 3,106 3,189 5,717
LCD Display and Poster/Digital Frame netw orks 4,698
Movie theater netw ork 982
Others 37

Company Reported as % of CTR

Total Focus Media [ 94% 70% 88% 8.0% 7.9% |
LCD Display and Poster/Digital Frame netw orks 8.3%
Movie theater netw ork 6.2%

Source: Focus Media filings, CTR Market Research

According to its accounting policy listed in its financial reports, Focus Media’s advertising revenue is recognized “when the
advertisement is broadcasted to the public”, which is the same time as CTR tracked advertising broadcasting, and the time when
Luckin should book its advertising expense.
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CTR also publishes on their website monthly, quarterly and annual report of largest advertisers based on their tracking. For May
2019 (Link), for example, CTR noted that Luckin was the largest advertiser combining all the media channels it tracked,
including traditional outdoor, TV, radio, and the three channels Focus Media used most. Note that Luckin spent 83% of its total
tracked advertising budget on LCD display network, 12% on poster/digital frame network, and 5% on movie theater network in
that month.

|T op 10Brands on Outdoor Media Advertising and T heir Spending Breakdown, May 2019 |

201945 HPFMY IR TOP10R M =3 i
Display e TV | | Radio |
Outdoors
et LR il ) HHEE e ) it ris
ot 00% B3 1% 120% 49%
IREEE o7 0% 24% 00%
e 0.0% 86.0% 34% ; 0.6%
b ET R : 68.7% 31.3% 0.0%
EEs 0.0% 25.4% 6.4% 0.9% 54.9% 0%
i . 83.0% 17 1%
i 2 409 12.8% 6.68% 0.8% 74 0% 0.0%
(e 0.0% 60 1% 12.0% 18 0%
HEs 5.6% 43.3% 6.1% 29% 421% 0.0%
TFRNERE 41% 50 4% 16.9% 11% 27 1% 0.5%

©

Source: CTR Market Research

However, Luckin’s ranking in LCD Display and Poster/Digital Frame top advertisers fell quickly in June and July 2019, and
even fell out of the top 10 starting from August 2019 (Link).

For the easier use of investors, we draw out the ranking, year-on-year and month-on-month growth of Luckin’s spending ever
reported in CTR reports.
P P Fraud Started

LK's spending ranking

LK's spending growth 18/01 18/02 18/03 18/04 18/05 18/06 18/07 18/08 18/09 18/10 18/11 18/12 19/01 19/02 19/03 19/04 19/05 19/06 19/07 19/08 19/09 19/10 19/11

LCD Display 10+ 13 6 7 1 4 4 6 6 8 10+ 20+ 12 18 1 6 6 10+ 10+ 10+
Y/Y Growth 18% -62% 164% 137% 4%
M/M Growth 111% 2% 133% 13% -26% -16% 614% 2%

Poster/Digital Frame 10+ 42 4 20 5 4 5 6 5 10+ 20+ 4 16 1 3 4 10+ 10+ 10+
Y/Y Growth 31% 152% 16% 281% 16%
M/M Growth 578% 323% 12% -24%  -8% 211% 28%

Movie theater 10+ 10+ 10+ 10+ 10+ 10+ 10+ 10+ 10+ 20+ 20+ 20+ 14 4 1 3 10+ 10+
Y/Y Growth -12% 389%
M/M Growth 48% |-56%

Note 1: 10+, 20+: Not in Top 10 or Top 20 advertiser list of the month

Note 2: NA: CTR tracking report not available to public

Source: CTR Market Research

So where did the money go? Clues might be found from the similar amounts of overstated store-level profit and
advertising expenses.

Luckin claimed to have achieved “store-level profitable” in 2019 3Q. Combining Smoking Gun Evidence 1 to 3, Luckin actually
hided store-level loss into below-store level, instead of really surpassing the breakeven point at store level.

The real case in Luckin’s store level results are sales volume of 263 items per store per day sold at an ASP of RMB 9.97.
Comparing the real case and the reported case, Luckin overstated its store-level operating profit by RMB 397 million in 2019
30. Coincidentally, the difference between Luckin’s reported advertising expense and its actual spending on Focus Media
tracked by CTR is RMB 336 million, similar to the overstated store-level operating profit. Moreover, both misstatements
became evident from 2019 3Q. It’s possible that Luckin channeled its overstated advertising expense back to conduct the fraud
in revenue and store-level profit.
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http://www.ctrchina.cn/insightView.asp?id=2518
https://mp.weixin.qq.com/s/Dr5MxevY7wH8r-UuD4l_zg

Unit 3Q19

Reported

Store level operating profit - reported RMB Million 186
Advertising expense - reported RMB Million 382
Real case

ltems per store per day 263
Average selling price RMB 9.97
Average revenue per store per day RMB 2,622
Average revenue per store per month RMB 78,663
Average number of directly-operated stores 3,322
Total product revenue RMB Million 784
Store level operating profit RMB Milion ~ (210.9)
Store level OPM from sensitivity analysis -26.9%
Advertising expense on Focus Media - real RMB Million 46

Difference: Reported - real
Difference in store level profit RMB Million (397)
Difference in advertising expense RMB Million 336

Source: Luckin filings, offline footage tracking, receipt tracking

Smoking Gun Evidence #5: Luckin’s revenue contribution from “other products” was only about 6% in 2019 3Q,
representing a nearly 400% inflation, as shown by 25,843 customer receipts and its reported VAT numbers.

Luckin’s ambition is never a coffee company. Its mission is to be “everyone’s everyday life, starting with coffee!” That makes
“other products”, i.e. non-freshly brewed drinks, e.g. light meals, juices, nuts, mugs etc. an important offering — its revenue

contribution was reported increased from 7% in 2018 2Q to 23% in 2019 3Q, and item contribution increased from 6% to 22%
correspondingly.

Mission: to be “everyone’s everyday life, STARTING with coffee

Luckin: NOT ONLY COFFEE No. of SKUs to increase

Oct, 2017 Mar, 2019 Apr, 2019

Luckin is enriching product offerings (~100
SKUs) to increase customer purchase
frequency and sales revenue. It captures
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more cross-selling opportunities by ! I I
introducing selective new products | !
[
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11
11
11
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[

complementary to the existing offerings
and fulfill the target customers’ daily need

Other products
(snacks, juice, lunch box ...)

Source: Company presentation
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Net revenues breakdown and growth

_Productrevenuegrowth

=

Qo0 893%  108% 9% 2% 95% 72%

YoY - - - 3955%  698% 558%

Breakdown of total revenue .
e e
I(RMB milllons) 48
I Net revenues from freshly brewed drinks 3a8
! Net revenues from other products

Others

I 39
1 () Mainly include delivery fees paild by customers

1(3208 2Q2018 3Q2018 4Q2018 1Q2019 2Q2019 3Q2019

F-—————————— = ——— —mmmm—mmmm—m—m————————— ==
|
| |Other products 1Q18 2Q18 Qs 4Q18 1Q19 2Q19 3Q19 |
1| As % of revenue 10.8% 7.0% 14.3% 19.6% 17.6% 23.2% 226%]| |
e e o e o e Em Em Em Em e E e Em e Em Em Em Em Em Em e EE e EE e Em e e e Em mm e mm e = ) o4
As % of items 7.3% 6.4% 19.8% 24.0% 19.7% 23.7% 21.7%

Source: Luckin public filings

However, for the 981 store-days we tracked, only 2% of the pick-up orders were found containing non-freshly brewed products.
The 25,843 receipts further indicate that 4.9% and 17.5% of items for pick-up and delivery orders were “other products”, blended
6.2%, i.e. inflated by nearly 400%. Again, people naturally tend to buy more “other products” for delivery orders to meet free
shipping requirement. But if the delivery order % decreased dramatically from 62% in 2018 2Q to almost 10% now, how come “%
of revenue from other products” increased from 7% to 23% in the same period?

Luckin’s % of items from “other products”

Other products - % in items (4Q19-Jan 20) 25,843 receipts Order Type% - Company
Pick-up orders 4.9% 90.0%
Delivery orders 17.5% 10.0%

25,843 receipts 6.2% 100.0%

Source: Company information, 25,843 Luckin customer receipts

Decreasing importance of delivery orders

/— Percentage of delivery orders ﬂ

61.7% 62.2%

1Q2018 2Q2018 3Q2018 4Q2018 1Q2019 2Q2019 3Q2019

-

Source: Luckin 2019 3Q earnings presentation

Luckin’s VAT rate in the latest Form F-1 Filing also supported our findings: According to State Tax Administration of the PRC,
the VAT rates for selling goods and services are different. For providing services, e.g. selling freshly brewed products, or delivery,
the VAT rates are both subject to 6%. For selling goods, e.g. selling packaged food and beverages, i.e. “other products” here in
Luckin’s case, the VAT rate is 13% since April 2019 (or 16% previously). This was further confirmed by the VAT invoices we
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collected after shopping at Luckin (see samples below). With Luckin’s revenue breakdown, we can calculate a blended VAT rate

and compare to company reporting.

Weighted average on net revenue contribution % by product category, we find that the calculated VAT perfectly matched reported
case in 2018 4Q, full year 2018 and 2019 1Q (refer to the line chart below), prior to IPO.

However, for 2019 2-30, the gap widened abruptly and sharply — reported VAT rate was 6.5% while calculated was 7.6%.

From another perspective, to reconcile with 6.5% VAT as reported, the revenue contribution from other products would be
actually 7%, which is very close to the 6.2% derived from 25.843 receipts. compared to company reported 22%-23%.

In that case, either the actual revenue contribution from “other products” was 6%-7% in 2019 3Q or Luckin was committing a

tax evasion.

Luckin’s reported VAT cannot match reported operating data

Mismatch

4Q18 2018 1Q19 2-3Q13%A

Net revenue (RMB mn) 465.4 840.7 478.5 24507
VAT (RMB mn) 36.6 62.9 36.6 159.4
VAT rate - reported 7.9% 7.5% 7.6% 6.5%
Difference vs. weighted average -0.1% -0.1% -0.1% -1.1%
Net revenue % contribution - reported 100.0% 100.0% 100.0% 100.0%
Freshly Brewed Drinks 74.5% 77.3% 75.5% 73.6%
Other Products 19.6% 16.1% 17.6% 22.8%
Others - delivery fees paid by customers 5.8% 6.6% 7.0% 3.6%
VAT rate - weighted average calculated 8.0% 7.6% 7.8% 7.6%
Freshly Brewed Drinks 6.0% 6.0% 6.0% 6.0%
Other Products 16.0% 16.0% 16.0% 13.0%
Others - delivery fees paid by customers 6.0% 6.0% 6.0% 6.0%
How to get 6.5% VAT rate as reported? 6.5%
Net revenue % contribution from other products 7.0%

To reconcile with reported VAT,
implied revenue % from other products
is as low as 7%

Source: Luckin public filings, Coffee_Detective calculation

To confirm other products are subject to a 13% VAT rate, we made some purchases at Luckin and requested VAT records. It clearly

shows 13% VAT rate for nuts, muffin, juice etc., and 6% for freshly brewed drinks and delivery fee. Anyone who wants this
information can require the VAT records through Luckin’s APP after purchase.
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’l VAT Invoice (Guangdong) PR YT R
}:— ,ij:\ i‘g”f 7y ] Jéig{— EE SR
o A Bty FEaM: - ap |0
MEHT: LT /g o - - L Ll [ L il EoE]
% 54 A . & LR N ETINCE-o B L BESCE L N
z | BRATIE: % [ L TR
AEE RS =Ioc IREMALECCE = LS
7| R paAns R BT LR LY P e
KRB & RF2 A ARG 4 'S ; * & % B OB
(ERHH ) 69.57| 13% 9.03
[Details pls see the service list)
VIAT fate
) Sgller: Lugkin Coffee (Guangzliou) Co., Ltd. Net selling price VAT
& i ¥69. 57 ¥9.03
Bratit (k%) L (RE)¥T8. 60
Actualpricepaid |
- ¥4 e o-M) ARAE | & o
g | #FARIG: 01440101MASAPY389E
U s s TOMTTEIE RYAR6685 2 903 020-37588609 -
ik Fo P ATAE G LA SRR ATIBL 6 FTI 40 5 T 3£4782230078801400000151 =
A I L4 R F&A: BRSE
HERDRERENBRT S, BEESR
Taxable product/service list
L YR BN

ﬁﬁ?a_%ﬁm Seller: Luckin Coffee (Guangzhou) Co., Ltd.

FRMEHETHERERN W = L o | 3k 1 0 O ® 100
] () B8 ARE | wl % =B B & W BE B W
1 "BRENTRFEER Nuts % 1 1327431628 132§ 13% L73
2 |PRENIRTFEER -4.51| 13% 059
3 |*REMNIE T EEL & 1 1061946903 106§ 13% 138
s |"REmTRmrame Nuts -3sf[ 1% 047
5 |*HETHBIRR E A Rt s 1R 1 2123893805 212 13% 276
s |senegengea sy Compound juice 1854 13% 242
T |MERRR TS A 1 1327431628 13.2f| 13% LT3
s [‘wnaRsehme Bakery -4.5)| 13% 05
9 "SRR ETERL T & | 2654867257 26.50| 13% 345
w0 | an sk F Bakery -0f| 13% L7
1l |"RENLASTAERTI20g 3 I 1946002655 194][ 13% 253
12 |"REMTR STFEERTFI20g Snacks -6.6f 13% -0.86
13 |5 Rl T T A A -~ 1 14.15020204 14.18{ 13% 1.84
18 |"anknersemes Bakery -48]| 13% 063
15 4O NFCH: ArmE it i R 1 21.23893805 212 13% 276
16 |*$RehH NFCH: A fll i NFC juice -18.5§| 13% -242
All pther products:
13% VAT rate
¥ 60.57) Y 0.03
¥ 60.57] Y 0.03

T =F =N
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VAT Invoice (Shanghai) AERSARTE IT
g AR 2 arsan an

{ PPTETA Frad Ay o]
MELZS: WL gy OB AT LM U W
N S F| AmaRareat.t e UL aLrem g
5 | BRATHIE: A e e e L
,; PO A PECL A QT 2D TS

P ATE Bl dm el ®yf o 1t m o "] Jmp am

W BEHG F. HL AR AR % | AL % ¥ 3 & 3| BAg oM
(P LA ) 84.81 7.85
(Product details pls see the serfice list)

Seller: Shanghai Changning Brinch,
Luckin Coffee (Beijing) Co.,Lid.  Net selling price VAT
& it ¥84.81 ¥7.85
Hr# At (RB) ®m&m&1ﬁﬁﬁm9/ (15)¥92.66 .
Actual price paid

o |® [ mEmet des) FRATEEKTHAT] x| PR
; WA IRAFF: 91310000MA1IFWALIDTM
Dol st woas MG T IXHELEPG RS 108851015 22315200 -
7 e A R BT T S T5490078801300000249 = 1
A TSR ks B FEA: BN wer: ANF REHAE Y

HERYREREANBT S, BREWR

Taxable product/service list

W7 B -TA

Wit s Ak MEmE o) ARATEEKT AT |

Seller: Shanghai Changning Branch,
Luckin Coffee (Beijing) Co., Ltd.

FRMER A TR RAN: . - i B ™ * 1 WM OB o1 MW
5 HWONE) B8R ARTS | Al & = ! & W BE R ®
1 |"EUE S % i3 2264150943 6 % 136
2 |"EOUES R Latte P2od o -136
3 E= 6.10619460 6.1 jTre 079
4 -2.04 13% -0.27
5 A 6.10619469 61N 13% 0.79
[} -0.6H 13% -0.08
7 Luckin Tda # 1981132075 19.81 & L19
8 iﬁ 21.23893805, 21.24 13% 276
9 + 1327431628 13.24 13% LT3
10 -4.54 13% -0.59
n Exfreezo | # 2547169811 2547 6% 153
12 ; F 566037726 560 6% 0.34
13 | s 5 S Delivery fee ®od o 034
\ 4
All qthey products:
13%]| VAT rate
it ¥ 8481 ¥ 785
it ¥ 3481 ¥ 785
= .
*®iE
s ) : /O TR\ SFEM: " W
i SOOIV 3+
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Red Flag #1: Luckin’s management has cashed out on 49% of their stock holdings (or 24% of total shares outstanding)
through stock pledges, exposing investors to the risk of margin call induced price plunges

Luckin’s management stresses that they have never sold a single share of the Company; however, they have already
cashed out through stock pledge financing. The number of shares pledged is almost half of their total stakes and is worth
~$2.5 billion at current price.

Stock pledge financing is a common approach for management to get funding without selling stakes directly which is often seen
as a negative sign by investors. However, at the same time it is also considered as one of the key red flags in company due
diligence given that significant amount of stock pledge could create a negative loop resulting in instances of share price collapse.
Management can pledge their securities as collateral for loans from banks and brokerages. When pledged shares fall in value,
lenders demand that borrowers post more cash or collateral. If they can’t cough up the money, lenders can sell shares to recoup
what they are owed, further depressing stock prices and prompting additional demands for collateral. There are numerous cases of
stock plunge driven by share pledge financing across Hong Kong and mainland China (please refer to articles below).

THE WAL STREET JOURNAL

Home  Workd s

WSJ_ || Guture of Everytring

NEWSLETTERS v play

Bloomberg

Chinese Stocks Pledged to Lenders Raise ‘Doom Loop’ Fears

arly 1 shares ir llateral for loans by large sharehol

Selloff ’

Index performance this year

Markets
Hong Kong's Billion-Dollar Plunges Show
Share Pledge Danger

By Sofia Horta e Costa and Benjamin Robertson
B Shanghai Camposite January 23, 2019, 9:03 AM GMT+8 Upadated on January 23, 2019, 1:22 PM GMT+8

» Company founders can use stock as collateral and not reveal it

» Jiayuan’s 89% drop was only the latest case to hit investors

Hong Kong’s share pledge problem is raising its head once again.

By Mike Bird Jiayuan International Group Ltd. sank as much as 89 percent on Thursday
on what turned out to be a margin call on stock used as collateral by its
chairman, The sudden plunge, the biggest decline in the world this year of a

Sans Tiag AT

=] A ] | {E
i company worth more than $1 billion, was the latest example of a Hong
sl Kong-listed business losing almost all its value in a matter of minutes and
s then revealing that an Insider had pledged a substantial amount of their
shares for loans,
In this article
It's an unfortunately common peril for investors in the city, with Jiayuan
RAYUAN INTERNAT following China Huishan Dairy Holdings Co., Digital Hollywood Interactive
i Aip O Ltd. and a host of other businesses in recent years. To reduce the risk to
= shareholders, authorities need to find the right balance between providing
DIGITAL HOLLYWOO more information and protecting executives’ privacy, said Gary Cheung,
?‘.2]0;; \a5m chairman of the Hong Kong Securities Assoclation

Source: https.://www.wsj.com/articles/chinese-stocks-pl ec;ged-to—l enders-raise-doom-loop-fears-1540356191
https.://www.bloomberg.com/news/articles/2019-01-23/hong-kong-s-billion-dollar-plunges-highlight-share-pledge-danger

In the case of Luckin, its management collectively pledged almost half of their shares, as collateral for loans (61 million ADS),
representing 24% of Luckin’s total shares, even more than the total amount of public offering Luckin did in May 2019 IPO and
Jan 2020 placement (51 million ADS). According to Luckin’s prospectus issued on Jan 8, 2020, Company Chairman Charles
Zhengyao Lu, CEO Jenny Zhiya Qian, and Sunying Wong, sister of Chairman Charles Zhengyao Lu, all pledged 30%, 47% and
100% of their shares owned respectively. Sunying Wong was not disclosed as the sister of Charles Zhengyao Lu in Luckin’s
prospectus but such relationship was disclosed in 2018 Annual Report of UCAR (47 /1 #£ %, 838006 CH, a NEEQ? listed
company related to Chairman Lu). Luckin’s management in total cashed out almost half of their stakes through stock pledge and
left rest investors with significant risk of stock collapse. The stock pledge detail is summarized in below table (please also refer to
the exact information from the prospectus at the end of the section).

3 NEEQ stands for The National Equities Exchange and Quotations, which is a Chinese over-the-counter system for trading the
shares of a company that is not listed on either the Shenzhen or Shanghai stock exchanges. The NEEQ exchange is nicknamed the

"New Third Board."
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Luckin Management Share Pledge Summary

#of ADS Ownership # of Pledged as % of Pledged ADS as % of
Held in Luckin Pledged ADS ADS Held Total ADS Outstanding
Charles Zhengyao Lu - Chairman 60,606,438 23.9% 18,181,931 30.0% 7.2%
Jenny Zhiya Qian - CEO 39,062,500 15.4% 18,262,532 46.8% 7.2%
Sunying Wong - Chairman's sister 24,609,375 9.7% 24,609,375 100.0% 9.7%
Total 124,278,313 49.1% 61,053,838 49.1% 24.1%

Source: Prospectus as of January 8.2020
https.//www.sec.gov/Archives/edgar/data/1767582/000104746920000079/a2240174zf-1.htm
Note: 1 ADS = 8 ordinary shares

Proof of relationship between Chairman Lu (85 iE#) and his sister Wong Sunying
Wong Sun Ying is Chairman Charles Zhengyao Lu’s sister
77, Guo Li Chun R[HEIERZ AL(H; 1AL 7R Z — Mission Excellence Limited ] Wong Sun Ying %,
|W0ng Sun Ying 7 6 1E 4% A7 ﬁﬂﬁﬂl TZRE % 7R 2 — Golden Ares Limited H Pau Hak Kan %!, Pau Hak Kan
F[E IEE 1A 40 Wong Sun Ying HIRC{&; %A% 7R 2 — Star Vantage (China) Limited B Paau Siu Wan 3Z !,
Paau Siu Wan %[ IE#E2H2H Wong Sun Ying H7%JL; #2RZAE R SEPrizml Nz —B/NE R THEZBE;
Source: page 46 of UCAR (838006 CH) 2018 Annual Report

hitp://www.ucarinc.com/ucarinc/ir/attachments/ucarinc_annou270.pdf

Details of Share Pledge by Management

Charles Zhengyao Lu — Chairman: Haode Investment Inc. and Primus Investments Fund L.P.

Represents (i) 297,351,500 Class B ordinary shares held by Haode Investment Inc., a British Virgin Islands company wholly owned by Haode International
Limited and ultimately controlled by Lu Family Trust, a trust established under the laws of Cayman Islands and managed by TMF (Cayman) Ltd. as the trustee,
Lichun Guo, Mr. Lu's spouse, as the settlor of the trust and Ms. Guo and her family members as the trust's beneficiaries; and (ii) 187,500,000 Class B ordinary
shares held by Primus Investments Fund, L.P., a Cayman Islands company wholly owned by Haode Investment Inc. and ultimately controlled by|Lu Family |
Trust. The registered address of Haode Investment Inc. is Vistra Corporate Services Centre, Wickhams Cay 11, Road Town, Tortola, British Virgin Islands. The
registered address of Primus Investments Fund. L.P. is 4th Floor, Harbour Place, 103 South Church Street. P.0. Box 10240, Grand Cayman KY1- 1002,
Cayman Islands| 89,205 450 Class B ordinary shares held by Haode Investment Inc. and 56,250,000 Class B ordinary shares held by Primus Investments Fund, |
|L.P. have been pledged to an affiliate of an underwriter to secure a borrowing. |

Jenny Zhiya Qian — CEO: Summer Fame Limited

Represents 312,500,000 Class B ordinary shares held by Summer Fame Limited. a British Virgin Islands company wholly owned by Summer Fame
International Limited and ultimately controlled by Qian Family Trust. The registered address of Summer Fame Limited is Craigmuir Chambers, Road Town,
Tortola, VG 1110, British Virgin Islands. Qian Family Trust is a trust established under the laws of Cayman Islands and managed by TMF (Cayman) Ltd. as
the Ln.lslccl Ms. Qianlis the settlor of the trust and Ms. Qian and her family members are the trust's beneficiaries.[ 146,100,254 Class B ordinary shares held by |
| Summer Fame Limited have been pledged to an affiliate of an underwriter to secure a borrowing. |

Sunying Wong — Chairman’s sister: Mayer Investments Fund, L.P.

Represents 196,875,000 Class B ordinary shares held by Mayer Investments Fund, L.P., a Cayman Islands company controlled by Mayer Management GP,

Limited and ultimately|controlled by Sunying Wong.|The registered address of Mayer Investments Fund, L.P. is 4th Floor, Harbour Place, 103 South Church

Street, P.0O. Box 10240, Grand Cayman KY 1- 1002, Cayman Islands.[ 196,875,000 Class B ordinary shares held by Mayer Investments Fund, L.P. have been |
| pledzed to an affiliate of an underwriter to secure a borrowing. |

Source: Prospectus as of January 8", 2020
https.//'www.sec.gov/Archives/edear/data/1767582/000104746920000079/a2240174zf-1.htm

Red Flag #2: CAR (699 HK) déja vu: Charles Zhengyao Lu and the same group of closely-connected private equity
investors walked away with USD 1.6 billion from CAR (699 HK) while minority shareholders took heavy losses

Before Luckin, Charles Zhengyao Lu founded a Chinese auto rental company called China Auto Rental (CAR, # /| #1 %) in
2007. CAR filed for NASDAQ listing but failed in 2012. It was successfully listed in HKEX (stock code 699 HK) in 2014 after
introducing strategic investment from Hertz (NYSE: HRI US). Shareholding structure of CAR (699 HK) was Lenovo 29%,
Warburg Pincus 18%, Hertz 16% and Charles Zhengyao Lu 15%. Luckin’s major private equity investors Centurium Capital and
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Joy Capital’s founding partners, Erhai Liu and David Hui Li, led Lenovo and Warburg Pincus’ investment in CAR (699 HK)

respectively.

There was a short period of “honeymoon” between CAR (699 HK) and capital market after IPO. Share price surged from HK$8.5
at [PO to HK$20.0 in May, 2015 before Charles Zhengyao Lu started to cash out. Instead of directly selling in the market, he sold
all his shares to UCAR Technology (#£ % #}4%), which is a subsidiary of UCAR (838006 CH). As you can see from the name,
UCAR (838006 CH) is just another company controlled by Charles Zhengyao Lu: Lu and his concerted parties held close to 50%
shares of UCAR (838006 CH) in 2016 and still 40% today. Charles Zhengyao Lu cashed out HKD 3.4 billion at HK$9.2/share. In
addition, CAR’s (699 HK) other pre-IPO investors, such as Hertz, Lenovo and Warburg Pincus, also sold significant amount of
their shares during the same time. From Jun, 2015 to Mar, 2016, Charles Zhengyao Lu and other pre-IPO investors cashed
out USD 1.6 billion after dumping 42% of CAR’s (699 HK) total shares to the market in just 9 months.

CAR (699 HK) insiders’ shareholding movement

IPO date: 9.19.14
IPO price: HKD 8.50
Lock-up expire: 3.19.15
Shareholding Shareholding movement Current
HKD M after IPO % TSO Time No. of shares % TSO HKD M Price Note shareholding % TSO
Lu Zhengyao 348 15% Jul-2015 12 0.5% 161 14.0 0%
(Chairman) Sep-2015 7 0.3% 82 12.2
Jan-2016 4 0.2% 46 1.3
-2016 1] 0.0% 2 83
I Mar-2016 (370) -15.7% (3,393) 9.2
UCAR Technology Oct-2015 125 5.3% 1,693 135 From Lenovo 631 30%
Mar-2016 574 24.3% 5,257 9.2 From Lu & Hertz
Jun 16 - Dec 17 (69) -2.9% (470) 6.9
Lenovo 688 29% Oct-2015 (125) -5.3% (1,693) 14 toUCAR 7 563 27%
Warburg Pincus 430 18% Jun-2015 (168) -7.1% (3,108) 19 214 10%
Dec-2018 (48) -2.0% (318) 7 to Song Yifan
Hertz 382 16% Sep-2015 (60) -2.5% (775) 13 41 2%
Dec-2015 (78) -3.3% (1,055) 14
Mar-2016 (204) -8.6% (1,864) 9 to UCAR
Song Yifan (CEO) Dec-2018 48 2.0% 318 7 48 2%
TSO 2,358 100% 2,119 100%

Source: Company filings

Given such material share dumping by insiders, it is not surprising to see CAR’s (699 HK) share price to plunge from

HKS$20/share peak in Jun, 2015 to <HK$8/share since Jun, 2016. Remember, CAR’s (699 HK) IPO offer price was
HK$8.5/share back in Sep, 2014, which means all the public investors took the loss. As comparison, Lenovo, Warburg Pincus and
Hertz made USD 1.84 billion (cash out & remaining shareholding) vs. USD 485 million original investment, thus have seen 380%
return. Don’t forget Chairman Lu cashed out another USD 434 million (HKD 3.4 billion) at infinite net return due to his close-to-

zero holding cost.

CAR (699 HK) insiders’ cumulative return

Time USD Minvested USD M cashed out Current holding (USD M) Total return (USD M) Total return %
Lenovo 10-11%F 49 286 447 683 1394%
Warburg Pincus 126 200 436 170 406 203%
Hertz 135 236 471 33 267 113%

Source: Company filings
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CAR (699 HK) historical share price vs. insider selling (Sep, 2014 — Jun, 2016)

Lenovo sold 5.3% of TSO to
$25.0 WP sold 7% of cash out HKD 1.7 billion
TSO to cash out Chairman Lu sold 15.7%
ok HKD 3.1 billion Hertz sold 2.5% of OfTSO;Zc;TlhOUtHKD
$200 expiraotcio-:Zn TSO to cash out HKD Hertz sold 3.3% of I> Ton
Mar 17" 2015 775 million TSO to cash out
. o
HKD 1.1 billion Hertz sold 8.6% of TSO
$15.0 IPO on Sep to cash out HKD 1.9
' 19%, 2014 W billion
100 W v
2" Jock-up m
expiration on
5.0
5 Sen 21st. 2015
= = = = =t s N a1 g sl N s N a1 g sl s N s 0 s N s (=] o o w w w0 w o
=) ) =] = = o - - — - - o - - — - - - - = - - - - - - - e - - -
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?ﬁaé“:‘?‘j“;“&‘m‘ﬁ‘%‘“'ﬁ“ﬁ“??&‘?ﬁaé“:‘ﬁ?j‘é‘”"&“nﬁ‘“*‘&“ﬁ“’

Source: Bloomberg, company filings

After IPO in Sep, 2014, CAR (699 HK) reported nicely growing trend of profitability (adjusted net profit +59% in 2015) in first
few quarters. Its financials started to decline since 2016 2Q after insider cashing out: adjusted net profit declined by 8% in 2016
and another 25% in 2017. As Charles Zhengyao Lu and other pre-IPO investors walked away with USD 1.6 billion (not to
mention USD 0.7 billion worth of remaining shares), public investors were left holding the bag.

CAR (699 HK) historical quarterly financials (RMB million)*

Ql Q2 Q3 Q4 QI Q2
2014 2014 2014 2014 2015 2015

m Adjusted net profit =Y /Y change %

300.0 100%

Profit peaked from 2015 3Q to 2016 1Q and started to
decline right after insider cash-out £

2500
60%

2000 40%
20%
150.0

0%
100.0 -20%
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50.0
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-80%
Q3 Q4 QI
2015 2015 2016

Q2 Q@ & Ql
2016 2016 2016 2017

Q2
2017

Q3 Q4 QI Q2 Q3 04 QI Q2 Q3
2017 2017 2018 2018 2018 2018 2019 2019 2019

Source: Bloomberg, company filings

In Jan, 2017, Geolnvesting published a short-selling report on CAR (699 HK) highlighting its “skyrocketing related party
transactions” with UCAR (838006 CH), “questionable depreciation method” and “gloomy business outlook”. Link to the full

report: https://geoinvesting.com/car-inc-0699-hk-heading-toward-cliff/. Latest share price of CAR (699 HK) is HK$5.3/share,
37% lower vs. IPO offer price and >70% below historical peak in 2015.

The echoing patterns of CAR (699 HK) resonate when looking at Luckin’s recent share price performance. CAR’s (699 HK) share
price went up from HK$8.5 to HK$20 in the first 9 months after IPO, we see the same share price movement in Luckin. Luckin’s
insiders are also the same as CAR (699 HK). Luckin’s major private equity investors Centurium Capital and Joy Capital’s
founding partners David Hui Li and Erhai Liu actually led Warburg Pincus’ and Lenovo’s investment in CAR (699 HK) a few
years ago, thus are “old friends” of Charles Zhengyao Lu. CAR’s (699 HK) pre-IPO investors started to cash out on May 28",
2015 via secondary offerings, 8 months after [PO and 2 months after lock-up expiration. As comparison, Centurium Capital
cashed out USD 232 million on Jan 8", 2020 amid Luckin’s convertible bond and equity offerings, which also happens to be 8
months after Luckin’s IPO and 2 months after lock-up expiration.

4 Adjusted net profit based on company’s disclosure, major adjustment items include share-based compensation, fair value gain/(loss) of equity
investment, foreign exchange gain/(loss), P&L related to used car B2C business, and share of profit from associate
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CAR (699 HK) vs. Luckin share price performance since IPO
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Source: Bloomberg
Note: share price performance rebase to IPO date

We see the familiar “golden triangle” of Charles Zhengyao Lu, David Hui Li and Erhai Liu again in Luckin. Together they
hold 46% of total shares of Luckin, which is currently worth USD 5.8 billion. Given that “golden triangle” cashed out USD 1.1

billion from CAR (699 HK), what will happen to Luckin is self-explanatory.

CAR (699 HK) vs. Luckin: “golden triangle” of Charles Zhengyao Lu, David Hui Li and Erhai Liui

CAR (699 HK) Luckin
Shareholding % $ cashed out Shareholding
At IPO uUsbm Usbm % of TSO
Charles Zhengyao Lu Chairman of CAR 14.8% 435 = Chairman of Luckin 4,267‘ 33.7%
David Hui Li Warburg Pincus 18.3% 439 = Centurium Capital 899 71%
Erhai Liu Lenovo 29.2% 217 = Joy Capital 671 5.3%
Total 62.2% 1,091 5,837 46.1%

Source: Company filings
Note: Luckin shareholding post follow-on and CB offering on January 8", 2020

Red Flag #3: Through acquisition of Borgward, Luckin’s Chairman Charles Zhengyao Lu transferred RMB 137 million
from UCAR (838006 CH) to his related party, Baiyin Wang. UCAR, Borgward, and Baiyin Wang are on the hook to pay
BAIC-Foton Motors RMB 5.95 billion over the next 12 months. Now Baiyin Wang owns a recently founded coffee machine
vendor located next door to Luckin’s Headquarter

There is another transaction about Charles Zhengyao Lu that’s worth noting. The transaction can be summarized as below: an
individual called Baiyin Wang acquired a company in Jan, 2019 at RMB 3.97 billion, sold to UCAR (838006 CH) at RMB 4.11
billion in Mar, 2019 and made RMB137 million profit in just two months. More interestingly, Baiyin Wang is Charles Zhengyao
Lu’s related party, thus Charles Zhengyao Lu effectively transferred RMB 137 million from UCAR’s (838006 CH) public
shareholders to his related party.

Founded in 1919, Borgward was once Top 4 German carmaker (the other three being Volkswagen, Benz and Opel) but went
bankrupt in 1963. In 2014, BAIC-Foton Motors (4t i%4& ®, 600166 CH) acquired 100% shares of Borgward (“Beijing Borgward
Automobile Co., Ltd” 4t £ X4 % A [k 8]) with EUR 5 million in 2014 and tried to re-introduce the legacy German auto
brand into China market. After several years of unsuccessful operations, BAIC-Foton Motors announced plan to sell 67% shares
of Borgward in Oct, 2018 via public listing in China Beijing Equity Exchange (“4t 3 = & % % F7”). On Jan 15%, 2019, BAIC-
Foton announced that the 67% shares of Borgward was sold to a company called “Changshengxingye” (“K &% 3, K &%k

CEIT) &8 32 598 A Fk/ 8]) at RMB 3.97 billion. As shown in BAIC-Foton’s announcement dated on Jan 16", 2019
(600166 CH Filing No. % 2019-003), “Changshengxingye” was a shell company founded in Dec 3™, 2018 specifically for this
transaction and controlling sharecholder and legal person is Baiyin Wang.
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BAIC-Foton’s announcement on Jan 16, 2019
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“Changshengxingye” acquired the 67% share of
Beijing Borgward at RMB 3,972.5 million
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Legal person and controlling shareholder of
“Changshengxingye” is Mr. Baiyin Wang (E&H &)

Source:

http.//www.cninfo.com.cn/new/disclosure/detail”plate=sse&orgld=gssh0600166 &stockCode=600166&announcementld=120577

3432&announcementTime=2019-01-16

On Mar 18", 2019, UCAR (838006 CH), of which Charles Zhengyao Lu is largest and controlling shareholder, announced plan to
acquire 67% shares of Beijing Borgward from “Changshengxingye” at RMB 4.11 billion, only two months after BAIC-Foton
sold the same asset to “Changshengxingye”. Transaction details see UCAR (838006 CH) announcement (File No. 2019-34).
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UCAR (838006 CH) announcement on Mar 18", 2019
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Transaction price is RMB 4,109.1 million
Source:
http.://'www.cninfo.com.cn/new/disclosure/detail?plate=neeq & orgld=gfbj0838006 & stockCode=838006 & announcementld=12059
15594&announcementTime=2019-03-18

In other words, “Changshengxingye” made RMB 137 million profit in just twe months by acquiring 67% of Borgward and
quickly reselling to UCAR (838006 CH).

In Dec 26%, 2018, 3 weeks before Changshengyingye’s acquisition of Borgward, UCAR (838006 CH) provided credit guarantee
for BAIC-Foton’s RMB 2.4 billion shareholder loan to Beijing Borgward and explicitly said the guarantee was to “facilitate
Changshengxingye’s acquisition of target assets (i.e. Beijing Borgward)”. In other words, UCAR (838006 CH) was not only
aware of Changshengxingye’s intention to acquire Borgward in the first place, but also helped to facilitate such transaction by
providing RMB 2.4 billion credit guarantee.
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UCAR (838006 CH) announcement on Dec 28™, 2018
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{$FR%0”). UCAR (838006 CH) provides no more than RMB 2.4 billion credit guarantee to BAIC-Foton’s
shareholder loan to Borgward in order to facilitate Changshengxingye’s acquisition of the target

Source:
http://www.cninfo.com.cn/new/disclosure/detail?plate=neeq&orgld=gfbj0838006&stockCode=838006& announcementld=12057
54337 &announcementTime=2018-12-28

In short, UCAR (838006 CH) supported Changshengxingye to acquire Borgward and then overpaid RMB 137 million to
Changshengxingye (controlled by Baiyin Wang) for the same asset after two months. It has been “public secret” that Baiyin Wang
and Charles Zhengyao Lu maintain very close personal relationship (media article: [FE#E [APHZF |« & F FAX =i,
55X B RARE hitp://www.cheyun.com/content/25580). Baiyin Wang and Charles Zhengyao Lu were EMBA classmates from
2006 to 2008 in National School of Development at Peking University (4t % k 52 B K £ J& #F %0 1%). Baiyin Wang involved in a
healthcare business after graduation and didn’t have any prior experience in automobile industry before acquiring Borgward. As a
result, the “BAIC-Foton to Changshengyingye to UCAR” transaction structure seems to favor Charles Zhengyao Lu

ersonally rather than UCAR’s (838006 CH) public shareholders, since it effectively transfers RMB 137 million cash from

UCAR (838006 CH) to his undisclosed related party, Baiyin Wang.

Furthermore, we see alarming signal that UCAR (838006 CH) may face material cash flow pressure after acquisition of
Borgward. Regarding Changshengxingye’s acquisition of Borgward, payment to BAIC-Foton was due in full by Jan 15%, 2020.
However, BAIC-Foton announced on Jan 18", 2020 that RMB 1.48 billion payment was unpaid and overdue. In other words,
Changshengxingye only paid RMB 2.49 billion to BAIC-Foton for acquisition of Borgward and effectively defaults on the
rest RMB 1.48 billion payment.
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BAIC-Foton’s announcement on Jan 18, 2020
LR AR H R2019F1A15H . Fit, 2B @B T202061 H 15 H A
(8 R AR L A K Changshengxingye should pay in full by Jan 15th, 2020

#iE20204F1H10H, AFYEIEaMrH AR 132w, 202061150, MH
148, 077. 56277 6.8 42 7 2 A e F) There is RMB 1,481 million payment outstanding by llan 15th, 2020

M. ARSEFRAENGEREBRER
#152019F12 A31H, AFFMOEEEFITERRAR (20194790 Cletg ke =
FITERAE AR, BUTRRR “ SRR BRMEH46. T4, HneR3m. A7

g TEAENEFRERTHE(E i 5290, 4770n (BbLE H0RAE). |
RMB 4.67 billion shareholder loan outstanding: RMB 1.88 billion to be paid by Jul 17th,

o e 2020: RMB 2.59 billion by Jan 17th, 2021: RMB 200 million by Jan 17, 2022
e Mz &9 (L0 Pl

1 A o 23.9 TFRHES 3 AMA (2021.01. 172

2 A o 18.8 FWAHS 18 AA (2020.07.172

27, TEEE 24 A (2020 1.17)
2. FRHG 36 AA (20221172
it 46.7 -

3 GHE o 4

Source:
http.//www.cninfo.com.cn/new/disclosure/detail?plate=sse&orgld=gssh0600166 &stockCode=600166&announcementld=120725
8269&announcementTime=2020-01-17#

In addition, BAIC-Foton has another RMB 4.67 billion outstanding shareholder loan to Borgward, of which RMB 1.88
billion will mature by Jul, 2020 and RMB 2.59 billion by Jan, 2021. RMB 2.4 billion of such shareholder loan is guaranteed by
UCAR (838006 CH), as mentioned. Adding the RMB 1.48 billion overdue acquisition payment, Changshengxingye and
Borgward are facing RMB 5.95 billion cash outflow in next 12 months, signaling significant cash flow pressure.

Changshengxingye is an undisclosed related party of Charles Zhengyao Lu to bridge UCAR’s (838006 CH) acquisition of
Borgward, thus its payment default and cash flow pressure trace back to UCAR (838006 CH). In 1H19 interim filings, UCAR
(838006 CH) disclosed that Borgward was already transferred to the company on Jul 29%, 2019.

UCAR (838006 CH) 1H19 interim report
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Borgward’s equity transfer completed on Jul 29th, 2019 and officially became UCAR’s subsidiary
Source: Company filings
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However, there is no further disclosure from UCAR (838006 CH) after this. UCAR (838006 CH) hasn’t published 2019 3Q
financial report till now, despite almost 4 months after quarter end. As comparison, it published 2018 3Q report on Oct 31%,
2018.

In addition, UCAR (838006 CH) only has RMB 758 million cash balance on hand vs. RMB 2.6 billion total debt as of Jun 30,
2019 (i.e. net debt RMB 1.9 billion). The company also reported RMB 1.9 billion revenue, -49% Y/Y, and RMB 653 million net
loss in 1H19, with only RMB 306 million operating cash inflow. While Borgward itself is a loss-making business (RMB 2.545
billion net loss in 2018), UCAR (838006 CH) may need significant amount of external financing for the RMB 5.95 billion
repayment to BAIC-Foton in next 12 months, not to mention support Borgward’s business development.

UCAR (838006 CH) historical financials

RMBM 1H16 2H16 1H17 2H17 1H18 2H18 1H19 2016 2017 2018
Cash & cash equivalent 6,513.6 3,603.6 6,624.7 4,322.9 3,492.3 3,123.4 758.2 3,603.6 4,322.9 3,123.4
Total debt 5769 ¥ 7985 989.4 ¥ 21407 45267 7 51200 2,643.5 7985 2,140.7 5,120.0
Short-term debt 576.9 7985 989.4 1,951.9 3,974.0 4,537.4 2,062.7 798.5 1,951.9 4,537.4
Long-term debt - - - 188.8 552.7 582.7 580.8 - 188.8 582.7
Net cash / (debt) 5,936.7 2,805.1 5,635.3 2,182.2 (1,034.4) (1,996.6) (1,885.3) 2,805.1 2,182.2 (1,996.6)
Revenue 2,324.0 35215 4,445.0 5411.4 3,762.5 2,186.1 1,9196 5,845.5 9,856.4 5,948.6
Y/Y change % 91.3% 7 53.7% (154%) 7 (59.6%) (49.0%) 68.6% (39.6%)
Operating profit (2,405.4) (1,305.8) (531.3) 303.5 263.1 55.9 (678.6) (3711.3) (227.8) 319.0
Operating margin % (103.5%) ¥ (37.1%) (12.0%) ¥ 5.6% 7.0% ¥ 2.6% (35.4%) (63.5%) (2.3%) 5.4%
Attributable net profit (2,370.9) (1,301.1) (459.6) 158.2 144.9 125.5 (652.7) (3,672.0) (301.5) 270.4
Attributable net margin % (102.0%) (36.9%) (10.3%) 2.9% 3.9% 5.7% (34.0%) (62.8%) (3.1%) 4.5%
Operating cash flow (1,558.2) (3,134.2) (2,338.0) (3,127.8) (2,337.6) 1,760.4 305.7 (4,692.4) (5,465.8) (577.3)

Source: Company filings

UCAR (838006 CH) currently is largest shareholder of CAR (699 HK) after Charles Zhengyao Lu’s cash-out in Mar, 2016.
However, the company has pledged RMB 3.89 billion worth of CAR’s (699 HK) shares for financing, as shown in 1H19 interim
report. UCAR (838006 CH) owns 631 million shares, or 29.77% of CAR’s (699 HK) total. Market value of such shares was HKD
3.9 billion based on CAR’s (699 HK) HKD 6.18 share price on Jun 28", 2019. In other words, UCAR (838006 CH) already
pledged almost 100% of its shareholding in CAR (699 HK) in 1H19, echoing Red Flag #1.

UCAR (838006 CH) 1H19 interim report
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UCAR pledged RMB 3.9 billion worth of CAR’s (699 HK) shares for borrowings
Source: Company filings

While Changshengxingye’s transaction with BAIC-Foton is still unsettled, Baiyin Wang established another company called
Zhengzhe International Trade (Xiamen) Co., Ltd (44 E = % % A [k 2 8]) on Aug 23™, 2019. From Tianyancha, we found the
company is 95% owned by Baiyin Wang.
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Baiyin Wang owns 95% of Zhengzhe Int’l Trade
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Source: Tianyancha

Zhengzhe’s main business includes sale of coffee machine and supply of food raw materials, which match Luckin’s supply chain.
We obtained a sample sales contract of Zhengzhe, which shows that it sells coffee machine and other related equipment.
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Zhengzhe’s coffee machine sales contract
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Zhengzhe’s record of “Food Business License”

Furthermore, Zhengzhe obtained “Food Business License” (£ s % & # 7 i) in Oct, 2019, while its business scope includes
“wholesale of alcohol, drink and tea”.
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Zhengzhe’s business scope and registered address
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Source: National Enterprise Credit Information Publicity System

More interestingly, we find_Zhengzhe’s registered address is next to Luckin’s Xiamen Headquarter. Luckin has dual
headquarters (Beijing + Xiamen), one of which is in Block D of Xiamen International Aviation & Shipping Center (& 7 B FF 4%
iz ¥ .3). Zhengzhe’s registered address is Block C of Xiamen International Aviation & Shipping Center, which is right next to
Luckin’s Xiamen headquarter.
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Luckin Xiamen Headquarter registered address
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Source: National Enterprise Credit Information Publicity System

Zhengzhe is not a standalone case. There is another company called Zhongcheng Century Supply Chain Management Co., Ltd.
(“Zhongcheng” ¥ st 424 & 44 & 32 A R/ 8]). The company was founded on Dec 3™, 2019 while Baiyin Wang was briefly
legal person on Dec 13, 2019 (later transferred to Yanlin Liu). While Zhengzhe is located in next building of Luckin Xiamen,
Zhongcheng is literally located in the same building and same unit as Luckin Xiamen Headquarter. It is not surprising that

Zhongcheng’s business scope also includes “wholesale of alcohol, drink and tea” (i.e. food raw material supply).
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Zhongcheng’s registered address
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Baiyin Wang was legal person of Zhongcheng on Dec 13,2019
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Baiyin Wang was legal person of Zhongcheng on Dec 3'¢, 2019
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Source: Tianyancha

In conclusion, Baiyin Wang set up multiple companies to supply coffee machine and food raw materials, which
“coincidentally” locate next door to Luckin Headquarter. Investors should be cautious with respect to the potential dealings
and the associated risks between these companies and Luckin.

Red Flag #4: Luckin recently raised USD 865 million through a follow-on offering and a convertible bond offering to
develop its “unmanned retail” strategy, which is more likely a convenient way for management to siphon large amount of
cash from the company

In early January 2020 and barely 8 months after going public, Luckin raised another USD 865 million net new capital despite
having RMB 5.5 billion cash on balance sheet. According to the various investor meetings/calls, the company is aiming to
install two types of “unmanned retail” machines, 10k Luckin coffee EXPRESS machines and 100k Luckin pop MINI machines by

2021.
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Luckin Coffee Inc. Stock and Convertible Bond Offer Press Release

BEIJING, Jan. 17, 2020 (GLOBE NEWSWIRE) -- Luckin Coffee Inc. (*Luckin Coffee” or the “Company”) (NASDAQ: LK), a pioneer of a technology-driven new retail model to
provide coffee and other products of high quality, high affordability, and high convenience to customers, today announced the closing of the issuance of an additional 1.35
million American Depositary Shares ("ADSs"), each representing eight Class A ordinary shares of the Company, and 0.72 million ADSs offered by the selling shareholder, at
US$42.00 per ADS, pursuant to the exercise in full of the underwriters’ option to purchase such additional ADSs in connection with the previously announced follow-on public
ADSs offering (“the ADS Offering”). The Company also announced the closing of the issuance of an additional US$60 million in aggregate principal amount of the previously

announced concurrent offering of convertible senior notes of the Company (the “Concurrent Note Offering”).

The Company received net proceeds of approximately US$418.3 million in aggregate from the ADS offering, and net proceeds of approximately US$446.7 million in aggregate

from the Concurrent Note Offering. The Company did not receive any proceeds from the sale of ADSs by the selling shareholder.

Source: http.//investor.luckincoffee.com/news-releases/news-release-details/luckin-coffee-inc-announces-full-exercise-option-
underwriters

Luckin Coffee Inc. Unmanned Retail “Intelligent Terminals”

AUmUneEE, E|ir—5!

luckin coffee EXPRESS <
luckin coffee, Closer to You!

5 ANl EENER

Essentially these products are vending machines. Management indicated that coffee EXPRESS costs RMB 120k each and pop
MINI costs RMB 15k each. The plan is to direct Luckin’s online traffic to these vending machines and management is expecting
even better profitability than its offline stores due to lower costs. Average selling price of the coffee is estimated to be at RMB 16
per cup, cost per cup can be as low as RMB 6 per cup (assuming 80-100 cups sold a day) and the payback period is estimated to

be at only 6 to 12 months.
Luckin's Capex Guidance for Unmanned Retail Business

luckin pop MINI

Luckin Coffee Express Luckin Pop Mini Total
No. of machines (by 2021) 10,000 100,000 110,000
Price per machine (RMB) 120,000 15,000
Capex required (RMB MM, by 202 1,200 1,500 2,700

Source: Company call transcripts
CICC ““Raising funds to expand into unmanned retail business” dated January 16™ 2020: “Luckin plans to install 10,000
unmanned coffee machines and 100,000 vending machines, and we estimatetotal capex atabout Rmb3bn.”

Our tracking of machine locations shows that currently there are 11 machines up and running, all coffee EXPRESS machines in
office buildings.
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Luckin’s currently deployed “unmanned Retail” machines

City Store name Chinese name Store type

Beijing Petro Financial Mansion A AHESRIABARE IREI Luckin Coffee Express
Beijing Petro Financial Mansion B ARESEKEBRE IRl Luckin Coffee Express
Beijing Beihuan Center JEER (- TREPIE Luckin Coffee Express
Guangzhou West 4 Canteen of GDUT T XKANEE IREIE Luckin Coffee Express
Guangzhou Tianyu Mansion KEKE 1HEIG Luckin Coffee Express
Guangzhou Yidong Mansion TERKE THEING Luckin Coffee Express
Shenzhen Haitian Mansion BREEKXE KA Luckin Coffee Express
Shenzhen Changping Commerce Mansion KEBSKE KRG Luckin Coffee Express
Shenzhen Shenzhen Commerce New spaper Mansion 33I|EiRtTKE - TwRI Luckin Coffee Express
Shenzhen Beike Mansion JbREKE - BRIt Luckin Coffee Express
Shenzhen  Guangcaixintiandi Mansion SERCFTRHE- IRENN Luckin Coffee Express
Total no. 11

Source: Luckin APP and website tracking

These assumptions are way too optimistic. The existing stores are only selling at an average price of RMB 10.9 per cup according
to our receipt evidence, it’s unfathomable why customers are willing to pay 47% more for a product a vending machine product.
For the coffee EXPRESS to generate any meaningful volume, the product must be priced at a discount, not a significant premium.
In addition, for a RMB 120k machine to have a 6 to 12 months pay-back, we calculate each machine needs to sell 122 to 220 cups
of coffee per day with an average selling price of RMB 9 per cup.

However, Luckin’s competitors have already installed plenty of coffee vending machines and ran into significant growth
bottleneck despite selling coffee at a much cheaper price. According to the marketing material of YOUKAFFEE (“ & #=”), an
existing operator of coffee vending machines, it has installed 2k machines with 770 in Beijing, 230 in Shenzhen, 180 in
Guangzhou, 120 in Shanghai and 120 in Tianjin. The average daily volume per machine per day was only 6.5 cups with average
selling price of about RMB 8. The other two leading operators also average single digit cups per day with similar average selling
price. The machines of these operators only cost RMB 20k-30k, much lower than Luckin.

If coffee EXPRESS is going to be as successful as the management claims, Luckin’s competitors can simply set up a machine at
the same location. Even worse, these vending machine competitors are already aiming to cannibalize Luckin’s offline stores. They
plan to populate 20 vending machines surrounding each of Luckin’s high traffic store and attack the company’s customer base
through low price competition.

The broader “unmanned retail” market had also already seen waves of startups going bust over the past 2-3 years. It used to be a
popular concept in China venture capital industry, but the actual performances of unmanned retail startups were quite poor.
Unmanned retailers need to invest heavily in equipment and inventory and still rely on workers to complete product supply and
machine cleaning/maintenance, so they are not necessarily cost-effective. Competition from existing convenient stores and limited
SKU has pressured the traffic growth of unmanned retail sites. Even JD.com, the deep pocketed ecommerce giant with huge
online traffic, pulled out from the unmanned retail container business at the end of 2018.

List of Recent Start-up Failures in Unmanned Retail

FoundingUnmanned Chinese  Latest Amount

year retail projeci name financing raised Operation update News link

Out-of-business/acquired

2016  Xonexin  /NARHE  Nov 2017 RMB 20MM  Filed for bankruptcy in Oct 2018 https://www.36kr.com/newsflashes/145544

2017 GOGO Xiaoi GOGO/NEB Announced bankruptcy in Feb 2019, only after 4-month operation https://www.lieyunwang.com/archives/409848

2017 Guoxiaomei /NE Jun 2018 The founder said they had exited unmanned retail business in 2019 http://www.xinhuanet.com/tech/2019-07/18/c_1124767448.htm
2017 7 Koalas tREH  Jul2017 RMB50MM  The founder admitted they had suspended unmanned retail business in 2018 http://news.stcn.com/2018/0522/14260075.shtml

2016 Hami I5KRHE  Aug 2017 RMB 10MM+ Co-founders admitted that they didn't have enough money to pay cash salar https://36kr.com/p/5139534

2017 D Daojia G(FEREIZRGO JD's unmanned retail project JD Daojia GO was suspended in Dec 2018 https://tech.sina.com.cn/i/2018-12-20/doc-ihmutuee0859174.shtml
2017 Baobianli  59f&F| Cheetah Mobile's unmanned retail project Baobianli was suspended in Mar 2 https://new.qq.com/rain/a/20180422A0CJ1A

2015 Lingwa St Aug 2017 RMB 10MM+ Ran out of money in 2017 and sold company in 2018 http://tech.sina.com.cn/roll/2018-01-16/doc-ifyqqciz7828489.shtml
2015 Youhe R&fEF)] Jun 2017 RMB 10MM+ The founder said they had switched to membership e-comm business https://www.geekpark.net/news/236378

2017 Element Zer ®57t& Nov 2017 RMB 10MM  Failed because of funding shortage http://news.winshang.com/html|/065/1442.html

In trouble

2014 BingoBox #=ER&F Jan 2018 USD 80MM  Cut headcounts from 500+ to 100 and owned employees unpaid salaries in z http://news.winshang.com/html/065/9732.html

2017  iStore Etz Started shutting down unmanned stores from Apr 2019 https://tech.sina.com.cn/i/2019-04-02/doc-ihsxncvh7621982.shtml
2013 Vingoo Juice XfEZ#&  Sept 2018 Got fined and suspended Shenzhen business for metal pollution problem in 2 http://www.xinhuanet.com/2019-02/27/c_1124167220.htm

Source: Companies’ websites and announcements, news

While enamored sell-side analysts are busy slapping an instantaneous US$13.2/ADS value creation based on the announcement of
the “unmanned retail” aka vending machine strategy alone, we caution investors that this new business can be a perfect way
for management to siphon large amount of cash from the company. As pointed out in Red Flag #3 above, Charles Zhengyao
Lu previously transferred RMB 137 million out from UCAR Inc. through transacting with an undisclosed related party, Baiyin
Wang. Baiyin Wang, on the other hand, now owns a coffee machine supplier that was just established in August 2019.
Investors should pay attention to this “coincidence” and be extremely alert given the significant capital expenditure plan (RMB
2.7 billion over the next 2 years) on coffee/vending machines and the much higher than market machine costs.
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Credit Suisse Valuation of Luckin’s Unmanned Retail Business
We value Luckin’s unmanned retail business at US$13.2 based on DCF valuation. In addition,
we provide investors a scenario analysis to map out bull/bear case, given there is a wide range
outcome depending on the company’s execution, industry competition and consumer perception.
Our key assumptions are based on our discussion with the company, industry expert and local
player.
Source: Credit Suisse “Luckin Coffee Spinning up the flywheel” dated January 15", 2020

In Luckin’s “unmanned retail” strategy press conference, CEO Jenny Zhiya Qian mentioned that “there is no upper limit of
vending machine expansion target this year, the more the better”. The “unlimited” expansion plan of the coffee vending machine
is the perfect way to move “unlimited” money from the company to 3rd party vendor. We would suggest E&Y to audit the
machine supplier closely, especially check for connected party transactions.

Red Flag #5: Luckin’s independent board member, Sean Shao, is/was on the board of some very questionable Chinese
companies listed in the US that have incurred significant losses on their public investors

According to Luckin’s prospectus, its independent board member, Sean Shao, has served on the board for multiple US-listed
Chinese companies after working at Deloitte for a decade. We examined these companies in detail and found that out of the 18
companies that Sean Shao has served on the board, 4 have been accused of being frauds (CHME, ADY, GRO and YONG) and 5
were reverse mergers - which were infamous for generating droves of Chinese fraudulent companies back in 2011-2012.

List of Companies Sean Shao Board Memberships and Senior Management Positions

Px IPO Shortsell  Reverse Delist/Acquired Mcap Mcap Peak Mcap Chg. Mcap Chg.
Segment Ticker Company Name Chinese Name Local$ Date Reports Takeovers Date ($MM) ($ MM) From peak From IPO
Board CBPO CHINA BIOLOGIC P Z=FBAMIERAT] 115.80 12/15/2009 4,452 4,515 -1% 1058%
Board VNET 21VIANET-ADR HIEERHIREROERAT 10.77 4/21/2011 1,210 2121 -43% -28%
Board JMEI JUMEI INTERNATIO  BREfif 18.75 5/16/2014 222 5437 -96% -92%
Board uTSI UTSTARCOM HOLDIIM UTHRABRIZIR AT 2.85 3/2/2000 102 5,571 -98% -84%
Board LITB LIGHTINTHEBO-ADR =Z=&#4ziEIRAT 1.07 6/6/2013 72 1,092 -93% -89%
ex-Board TAOP TAOPING INC BRERAE 0.80 2/1272007 RTO 33 447 -93% -94%
ex-Board CREG CHINA RECYCLING  FEfEFREERERAT 0.37 3/8/2007 RTO 7 306 -98% -83%
ex-Board CHME  CHINA MEDICINE C EERBERERAT - 10/23/2006  Short report  RTO 1 76 -99% 7 -99%
Board CBPI CHINA BOTANIC PH {Z2#\IAF) 0.00 7/2/2010 RTO 0 189 -100% -100%
ex-Board ADY FLYING CRANE INT "k#8ZLAVAF] - 10/17/2001  Short report RTO 6/28/2013 146 746 -80% 679%
Board, ex-cFO TSL TRINA SOLAR-ADR  KE&YEEBRAT - 12/19/2006 3/14/2017 1,854 Y 2426 -24% -37%
Board NKBP CHINA NUOK-ADR 7 TEREMHIBBIRFELE - 12/10/2009 2/7/2013 ¥ 115 177 -35% -36%
ex-Board GRO AGRIA CORP - ADR  #EERYFhEER /N ) - 11/6/2007  Short report 11/3/2016 47 803 -94% -95%
ex-Board XUE XUEDA EDU GP-ADR ZAHEEH - 11/2/2010 6/6/2016 343 Y 862 -60% -42%
ex-Board YONG YONGYE INTERNATI sk\EFRAT - 9/3/2009 short report 7/8/2014 359 438 -18% 3%
ex-Board ASIA ASIAINFO-LINKAGE  THSBXCIEERIRNEIRAT - 3/2/2000 1/16/2014 867 1 1,967 -56% -50%
ex-cFO CEDU CHINAEDU COR-ADFSARBAE] - 12/11/2007 4/24/2014 127 178 -29% -30%
ex-cFO WDAT WATCHDATA TE-ADR {22741E - Pulled 10/10/2005 - - n/a n/a
Average -66%

Source: Companies’ filings, companies’ websites, Bloomberg

SEC recently charged Agria Corporation (GRO) and Executive Chairman with fraud, where SEC identified multiple
fraudulent activities between 2010 and 2013. Sean Shao, on the other hand, had been a long-standing independent director of
Agria Corporation and served as the chairman of various board committees, including corporate governance, from 2008
to 2017.

SEC’s Fraud Charges on Agria Corporation
Washington D.C., Dec. 10, 2018 — A multinational agricultural company has agreed to pay

$3 million to settle charges that it concealed substantial losses from investors through fraudulent
accounting in connection with its divestiture of its primary operating entity. In a related action, the
company’s executive chairman Lai Guanglin (aka Alan Lai) settled charges that he manipulated the
company'’s share price.

As described in the SEC’s order, Agria Corporation sold its Chinese operating company in return fo
stock and land use rights to 13,500 acres of undeveloped land in a remote, mountainous area of
China’s Shanxi Province. The SEC order found that Agria overstated the value of the stock it
received by $17 million and assigned a value of nearly $60 million to the effectively worthless land
use rights. A separate SEC order found that in March 2013, Lai used nominee brokerage accounts
to engage in manipulative trading in Agria’s American Depository Shares in order to inflate their
price above $1 and prevent the securities from being delisted by the New York Stock Exchange.
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Source: https://www.sec.gov/news/press-release/2018-276

Summary

1. Agria violated the anti-fraud, reporting, books and records, and internal accounting
control provisions of the federal securities laws. Between 2010 and 2013, Agria engaged in a
course of fraudulent accounting related to its July 2010 divestiture of Taiyuan Primalights 111
Modernized Agriculture Development Co., Ltd. (“P3A”), a consolidated affiliated entity. Agria
materially overstated the value of the consideration it received in the transaction and concealed
material losses as a result of the divestiture.

2. The divestiture involved a related-party exchange between Agria and P3A’s
president. Agria transferred its ownership interest in P3A to P3A’s president in exchange for
14.393 million shares of Agria’s common stock. Agria incurred a loss on the transaction, which
it materially underreported. In doing so, Agria ignored controlling accounting guidance and
manipulated its valuation of the shares it received.

Source: https://www.sec.gov/litigation/admin/2018/34-84763.pdf

Sean Shao’s Involvement in Agria Corporation
Sean Shao has served as our independent director since May 2019. Mr. Shao has served as an independent director and the chairman of the audit
committee of 21Vianet Group, Inc. (NASDAQ: VENT) since 2013, Jumei International Holding Ltd. (NYSE: JMEI) since 2014, LightInTheBox
Holdings Co. Ltd. (NYSE: LITB) since 2013, UTStarcom Holdings Corp. (NASDAQ: UTSI) since 2012 and China Biologic Products, Inc. (NASDAQ:
CBPO) since 2008. Mr. Shao served as an independent director, the chairman of the compensation committee and the chairman of the corporate
governance and nominating committee of Agria Corporation (NYSE: GRO) from 2008 to 2017, from 2008 to 2010 and from 2010 to 2017,
respectively. He served as the chief financial officer and a board member of Trina Solar Limited from 2006 to 2008 and from 2015 to 2017,

Source: Luckin F1 prospectus dated January 8", 2020, page 148

Almost all companies Sean Shao has been involved in have lost public investors significant amount of money. 9 out of these

18 companies had lost more than 50% since being listed and 8 were near wipe-outs. On average, these stocks have lost
66% value compared to their peak market capitalizations. We understand that business trends change, and stock price goes up
and down, but to have such a long track record and such a high hit rate of being involved with poor performing companies is
suspicious at the very least.

China Biologic Products Holdings (CBPO) is the exception to the rule - however, it’s worth-noting that the company was also
invested by David Hui Li first through Warburg Pincus and then again after he started his own PE fund Centurium Capital, which
is leading a deal to take the company private. Centurium Capital is also the largest non-management shareholder of Luckin,
currently with 18.1 million ADS (or 7.1% of the company) after selling down 5.5 million ADS in the company’s recent follow-on
offering in January 2020. As indicated in Red Flag #2 above, David Hui Li also directed Warburg Pincus’s investment into
Charles Zhengyao Lu’s last public company CAR (699 HK) and was CAR’s second largest shareholder (after Lenovo) at its [PO.
It appears that the company’s management, key private investor, and independent board member have worked closely together for
a long time.

Another interesting datapoint is that 10 out of the 18 companies disclosed in their latest annual reports that their internal control
was not effective, mostly due to material weakness.
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Summary of Internal Control Effectiveness as Reported in Annual Reports

Internal Control Effectiveness
Segment Ticker Company Name Chinese Name Management
Board CBPO CHINA BIOLOGIC P S=¥B&4MEA AT Effective
Board VNET 21VIANET-ADR HIEERHEERPOERAE Effective
Board JMEI JUMEI INTERNATIO  ERE{S Not Effective, material weakness
Board UTSI UTSTARCOM HOLDIM UTHRA BRI A E] Not Effective, material weakness
Board LITB LIGHTINTHEBO-ADR ==& EIRAT Not Effective
ex-Board TAOP TAOPING INC EREIRAT Not Effective, material weakness
ex-Board CREG CHINA RECYCLING FEBIREEEERAT Effective
ex-Board CHME  CHINA MEDICINE C ERREEFRERAT Not Effective
Board CBPI CHINA BOTANIC PH {ZEZ)AF] Not Effective, material weakness
ex-Board ADY FLYING CRANE INT k#8ZLMAF) Not Effective
Board, ex-cFO TSL TRINA SOLAR-ADR  K&HEEAIRAT Effective
Board NKBP CHINA NUOK-ADR  IZTEREMHIZEREEAT Not Effective, material weakness
ex-Board GRO AGRIA CORP - ADR  #EERYIFMEEH] /N F) Not Effective, material weakness
ex-Board XUE XUEDA EDU GP-ADR ZAHEEH Effective
ex-Board YONG YONGYE INTERNATI sKIEFRAT] Effective
ex-Board ASIA ASIAINFO-LINKAGE THSEXBISEFRHBIRAT Effective
ex-cFO CEDU CHINAEDU COR-ADF3ARBE AT Effective
ex-cFO WDAT WATCHDATA TE-ADR 123788 Not Effective
Internal Control
Not Effective 10
Effective 8

Source: Company annual reports and 20Fs

Red Flag #6: Luckin co-founder & Chief Marketing Officer, Fei Yang, was once sentenced to 18 months’ imprisonment
for crime of illegal business operations when he was the co-founder and general manager of Beijing Koubei Interactive
Marketing & Planning Co.,Ltd. (“iWOM”). Afterwards, iWOM became a related party with Beijing QWOM Technology
Co., Ltd. (“QWOM?”), which is now an affiliate of CAR and is doing related party transactions with Luckin

Fei Yang is the co-founder & Chief Marketing Officer of Luckin, who architected the user growth model. He was also the CMO
of UCAR (838006 CH), an affiliate of Chairman Charles Zhengyao Lu until the establishment of Luckin. In 2013, as co-founder
and general manager of iWOM (4b % 2 A2 Z_5) 72 4% X A &/ 3]), Fei Yang was caught and later sentenced to 18 months jail
time® as he was compensated to delete negative online reviews for his clients, an illegal business in China. According to the
detailed reporting of CaiXin’, whitewash of negative reviews is a major business of iWOM. Under Fei Yang’s leadership, iWOM
bribed owners or editors of online forums/websites to delete negative reviews related to his clients. It also offered services to post
and popularize positive reviews for falsifying positive brand images. Depending on difficulties of each request, iWOM charged in
a range of RMB 200-3,000. Fei Yang co-founded this business in Jul 2007 with only a few people and limited capital but in 6
years time, it expanded into a several hundred people team with RMB 70 million revenue at 50%+ CAGR. On Oct 17, 2013, Fei
Yang and iWOM was caught by police. Another fact for consideration is that Fei Yang was supposed to stay in jail until Apr
16 2015 according to news?® but became UCAR’s CMO in Mar 2015, 1 months earlier than his release date.

¢ Case in the news — http://www.binews.com.cn/news/2015/02/12/353653.html and ChinaCourt.org —
http://rmfyb.chinacourt.org/paper/html/2015-02/13/content_93981.htm?div=-1

7 Caixin detailed report in Chinese: http://m.china.caixin.com/m/2013-12-05/100613860.html

8 http://media.people.com.cn/n/2015/0213/c40606-26559177.html
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Fei Yang, from prisoner to Luckin CMO

Logo of iWOM
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Founders of iWOM were sentenced to 1.5 years

imprisonment for paid online review whitewas

==

I
e

3 defendants of iWOM case
Xueping Yang, Jinfu Li and

Fei Yang (From left to
right), attended the court
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h services
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trial Source: Newrank article, BJnews, Phoenix New Media

Luckin’s prospectus also shows that as an affiliate company of CAR and Chairman Charles Zhengyao Lu, QWOM is

providing advertising services to Luckin with transaction value of $6 million and $5.9 million in 2018 and nine months ended
Sept 2019. QWOM is a Chinese advertising company listed on NEEQ (870207 CH, Chinese named At % £ 3 & 4 A B A0 A [k
s8] or 2. 5)), 30% owned by CAR (699 HK) and according to author introduction and preface of the book Traffic Pool’ Fei
Yang wrote, Fei Yang was the founder of QWOM. QWOM’s prospectus and Chinese enterprise database Tianyancha (X Ik %)
also indicate that iWOM was renamed to Beijing RoyalWay Culture Media Co., Ltd. (“RoyalWay”), whose parent

company Beijing Royalway International Media Advertising Co., Ltd (“RoyalWay Int”) !° used to be a related party with
QWOM. Today QWOM, RoyalWay Int and iWOM (renamed to RoyalWay) are in the same building per their corporate

addresses. Please refer to an org chart summary and relationship proofs as below.

° Link to Fei Yang’s book: https://book.douban.com/subject/30191451/
10 Company website: http://www.xigiaoguoji.com/
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Fei Yang’s close relationship with Luckin, QWOM and RoyalWay/iwWOM

Chairman Charles Zhengyao
Lu & family

30% ownership (indirectly through UCAR)

34% ownership

\ 4 y

CAR Luckin
(699.HK) (LK.US)

30%
Former ownership
Related Y

Parties QWOM i
< > ; -fi M
RoyalWay Int (870207.CID | Co-founder & CMO
v~— !
sl G :
100% e Toung,, :
ownership ’ e :

RoyalWay /| Cofounder and General Manager | Feivang
iWOM

Fei Yang Founded QWOM Luckin’s related party transactions with QWOM

it
Table of Contents
Transactions with Haode Investment, Haode Group, UCAR and QWOM
7.6 S0t p In 2017, we received a loan of RMBI1.8 million from Haode [nvestment Inc., a shareholder of our company and an affiliate of Mr. Charles
R Zhengyao Lu, to support our working capital management. The loan is interest- free with a lerm of one year and permits prepayment. We settled all the
outstanding balance of the related party loan due to Haode Investment Inc. in 2018,
In 2018, we provided a loan of RMB147.6 million (US$20.6 million) to Haode Group Inc., an affiliate of Mr. Charles Zhengyao Lu. The loan is
interest- [ree with a term of six months and permits prepayment. We seltled all the outstanding balance of the related- party loan due from Haode
Group Ine. in February 2019,
R, We rent certain office space from UCAR Inc., an entity controlled by Mr. Lu and persons acting in concert with him. [n 2018 and in the nine
- months ended September 30. 2019, the amount for the rent for UCAR. Inc. was RMB3.2 million (US$0.4 million) and RMB3.7 million
(USS0.5 million), respeetively, and as of December 31, 2018 and September 30, 2019, the amount due to UCAR. Inc. was RMB1.0 million
USS0.1 million) and RMB 1.3 million (LISS0.2 million). respectively.

ISBN: 9787508686763

We received advertisir vice rom Beijing QWOM Digital Technology Co., Lid., or OT\"OM. an aﬂmmu of CAR Inc.. which is an alliliate of
Mr. Charles Zhengyao Lu. In 2018 and in the nine months ended September 2019, the amounti for advertising service fee for QWOM was RMB
42.9 million (US$6.0 million) and RMB42.1 million (US$5.9 million), respectively. and as of December 31, 2 and September 30, 2019, the amount
due to QWOM was RMB 23.2 million (US$3.3 million) and RMB18.0 million (US$2.5 million), respectively

BiE | | &2 | =g | F

ransaciion wilh Frimus
In 2017, we received a loan of RMBY2.
Mr. Charles Zhengyao Lu, to support our w

.9 million from Primus Investments Fund, L.P.. a sharcholder of our company and an affiliate of
king capital management. The loan is interest- free with a term of one year and permits prepayment. We
settled all the outstanding balance of the related party loan due o Primus Invesiments Fund, L.P. in 2018,
Transaction with Star Grove

In 2017, we received a loan of RMB227.5 million from
management. The loan is interest- free with a term of one y
due to Star Grove Global Limited in 2018,

lar Grove Global Limited, a shareholder of our company. to support our working capital
and permits prepayment. We settled all the outstanding balance of the related party loan

158
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peEx—epaOERNEs, [RapagaessEs29 23] Founded QWOM mentioned in book
ERERANEAREIENERMEENNGE, 20155, BFeNEEN
HRERREEE, RA=IDGEINEEXTHRE, MEEMHIIE, 2016575
MEBMESER (TE\EE. BMNEE, BNZZEfEN R4
fi) 5, 201747, BYAETIuckn coffee (EME) SERTIE,
Source: Page 158 of Luckin Prospectus dated January 8, 2020

https.://'www.sec.gov/Archives/edgar/data/1767582/000104746920000079/a2240174zf-1.htm
https.://book.douban.com/subject/30191451/
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RoyalWay Int was an affiliate of QWOM until Aug 2015

Beijing RoyalWay International Media Advertising co. LTD was related party of

the company until Aug 28, 2015.
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Source: Prospectus of QWOM
http://qccdata.qichacha.com/Disclosure/afa892ecb36e81216b13fd8eel 6d50b4.pdf
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iWOM was renamed to RoyalWay

Sources: Tianyancha https://www.tianyancha.com/company/2352892181
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Corporate Addresses show that iWOM (now RoyalWay), QWOM, and RoyalWay Int are in the same building

L por k. JestEsEh Rt E R A A

| 2. W4 F: Beijing QWOM Technology Co.,Ltd. |QWOM

3. EEREN: TRE
4, BirAFEILHE: 200657 HT7H
5. ARAR®IHE: 2000411 H 24 H

6. FEMEIA: 3000 FoT

| 7. Ep7: dbstridipn X\ BERE 1 5 CF28-D |

Address of QWOM is CF28-D,

No. 1 Balizhuang Road Dongli,
3. BERM%BER
(1) 2w H A5 = B g

Address of - F W EiEasE | g ﬁ?‘ e 5 IR i
RoyalWay Int is 5 (m*) o
Jbm AR
CF28 - X\ 7R
’ et E .
- B 1ok ) 2014/1/1 & | AT
- e 7 \ -
No.1 Balizhuang : F’gﬁfj{hﬂn g | A | 100 B0 |
Road Dongli, “ k[ CF28
@
Chaoyang District, 6 5 117 5
. EWANE:Y
Beijing e A E R § ; o
N 15 i%%m PN 200 131,400 7t/ | 2015/1/1 & ELm
IR Ak IR A 2016/5/31 *®
Ak fE”CF28
Ji
f“dchr:;‘sAM 'WOM [ mopmaessnemas | i\wom
is -A,
IIaiexeR 500-999.4 b=

No.1 Balizhuang
Road Dongli, WWW.iwom360.com
Chaoyang District | ILFBEER/\EEREISCF0A |

Source: Page 10 and 60 of QWOM'’s Filings and Kanzhun.com
Beijing http.//qccdata.qichacha.com/Disclosure/afa892ecb36e81216b 13fd8eel 6d50b4.pdf
https.//'www.kanzhun.com/gs01205245. html

Fei Yang made many public appearances on behalf of Luckin, has close relationships with Chairman and CEO of Luckin as
ex-core member of UCAR and even wrote a book, proclaiming the advantages of the growth model Luckin adopted. However,
his name has never been shown on any filings of Luckin, UCAR or Luckin’s official website.
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Frequent Presence of Fei Yang as Luckin’s co-founder & CMO

Luckin’s IPO Ceremony Luckin Tea Product Release Ceremony

| IR

NEZZING S S

and CMO

University

Date Title Public Appearance Source
5/17/2019 Luckin CMO Luckin’s IPO Ceremony https.://www.pintu360.com/a64106.html?s=7&o=0
1/3/2019 Luckin CMO 2019 Luckin Strategic https://www.yicai.com/news/100091870.html
Conference
9/23/2019 Luckin co-founder  Speech @ Communication https://wemp.app/posts/22ada2fe-e85b-43f3-82b7-
and CMO University of China 2b9dab1031ec
Luckin co-founder Speech @ Conference co-
10/9/2018 held by Harvard Business https://zhuanlan.zhihu.com/p/46873668
and CMO :
Review
10/25/2018 Lu‘ﬂ;‘r‘: d"gﬁ’gnder Awards @ Vanguard https://www.sensorsdata.cn/blog/20181025/
1/3/2019 Luckin co-founder Interv1e\y with N.a tional http://www.nbd.com.cn/articles/2019-01-04/1288405.html
and CMO Business Daily
Luckin co-founder Luckin Tea Product .
. ; 2refer=spi
7/8/2019 and CMO Release Ceremony https://kuaibao.qq.com/s/2019070840UJ4L00? refer=spider
. https://www.sohu.com/a/343682519 650513 ?spm=smpc.au
9/26/2019 ~ Luckin co-founder  Saloon co-held by CITICS ) 3756068500041 XozwSNO& _trans =000012 js_
and CMO Press Group
pd_ vl
https://mp.weixin.qq.com/s? __biz=MzA3NDQ3NDEzMQ=
. =&mid=2653588461&idx=2&sn=d2360e056760e881269d
Luckin co-founder . . 5 — 5
11/28/2019 and CMO 2019 Marketing Summit 920fc3d17089& chksm=84allcl1b3d69507faa6182¢19692
073ce3377cfde78b54a5aa32f9ce34154¢7387dc0d54d5¢c&s
cene=21#wechat redirect
NA Luckin co-founder  Online Lecture @ Hundun  Attps://www.hundun.cn/course/intro/5715a98ab383f863817

449dd22b3c8dd
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https://mp.weixin.qq.com/s?__biz=MzA3NDQ3NDEzMQ==&mid=2653588461&idx=2&sn=d2360e056760e881269d920fc3d17089&chksm=84a11c11b3d69507faa6182c19692073ce3377cfde78b54a5aa32f9ce34154c7387dc0d54d5c&scene=21#wechat_redirect
https://mp.weixin.qq.com/s?__biz=MzA3NDQ3NDEzMQ==&mid=2653588461&idx=2&sn=d2360e056760e881269d920fc3d17089&chksm=84a11c11b3d69507faa6182c19692073ce3377cfde78b54a5aa32f9ce34154c7387dc0d54d5c&scene=21#wechat_redirect
https://mp.weixin.qq.com/s?__biz=MzA3NDQ3NDEzMQ==&mid=2653588461&idx=2&sn=d2360e056760e881269d920fc3d17089&chksm=84a11c11b3d69507faa6182c19692073ce3377cfde78b54a5aa32f9ce34154c7387dc0d54d5c&scene=21#wechat_redirect
https://mp.weixin.qq.com/s?__biz=MzA3NDQ3NDEzMQ==&mid=2653588461&idx=2&sn=d2360e056760e881269d920fc3d17089&chksm=84a11c11b3d69507faa6182c19692073ce3377cfde78b54a5aa32f9ce34154c7387dc0d54d5c&scene=21#wechat_redirect
https://www.hundun.cn/course/intro/5715a98ab383f863817449dd22b3c8dd
https://www.hundun.cn/course/intro/5715a98ab383f863817449dd22b3c8dd
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But Absent from Filings of Luckin and UCAR (838006 CH)

Fei Yang is Absent from Luckin’s Mgmt. List Fei Yang is Absent from UCAR’s Mgmt. List

Directors and Fxecutive Officers ;\g_o Position/Title
Charles Zhengyao Lu 50 Chairman m‘ /A\Eji;‘ ﬁ{#iﬁlﬁﬂﬁﬁkﬁﬁ&.

Jenny Zhiya Qian
43

Jian Lin
36

Dr. Jinyi Guo

Director and Chief Executive
Officer

Director and Chief Operating
Officer

Director and Senior Vice

(=) ATFER

BEEAHILHMHBEEN, AFE 5 2EF, HI00RER. 2%, &k
. ZEBERF. Weiss Fung Kuen Chan. AJEHH SN 34, RiEWE. 2. Z5ebh.
Weiss Fung Kuen Chan {EJHH 2016 4F 1 H 14 HE 20194 1 A 13 H, #%iRBETWHH
2001653 H 31 HE 20194 1 H 13 H. AR|EHFMRERHHLT:

38 President
(=) A7 E*
Hui Li 51 Director
BERATHALUBHBEZN, A6E 3 BWF, SH9KRE. VFITH. ##
Erhai Li 51 Di
== o . AREHESEN 3FE, EWH 20064 1 H 14 HE 20194F 1 H 3 H. AFE$
Sean Shao 62 Independent Director (O %N
Thomas P. Meier 49 Independent Director (2) RAFEAR
e T T — BEAATHLHWBEEH, AFNA 5 GHEEWAR, Kb, RERES
BERNE RS ke py ) Tace SI, SR, RAS. FRHIAINEE, FRECUERN. EELRH. A7
Wenbao Cao 50 Senior Vice President MR EAREAG LT

Source: Page 147 of Luckin Prospectus dated January 8, 2020

Source: Page 62-65 of filings of UCAR

https.:.//www.sec.gov/Archives/edgar/data/1767582/000104746920000079/a2240174zf-1.htm

http://www.neeq.com.cn/disclosure/2016/2016-04-12/1460447285 796632.pdf

64


https://www.sec.gov/Archives/edgar/data/1767582/000104746920000079/a2240174zf-1.htm
http://www.neeq.com.cn/disclosure/2016/2016-04-12/1460447285_796632.pdf

Fei Yang is Absent from Luckin’s Website

Manageme

Jenny Zhiya Qian
Chief Executive Officer

Jenny Zhiya Qian has served as our director since August 2017 and our chief executive officer since November 2017. Ms. Qian served as a director and the chief operating
officer for UCAR Inc. from 2016 to 2017, and served as an executive vice-president and the chief operating officer for CAR Inc. from 2014 to 2016. Ms. Qian obtained a
bachelor's degree majoring in industry and foreign trade from Wuhan Institute of Textile Science in June 1998. She obtained an executive master of business administration
degree from Peking University in July 2012

Reinout Hendrik Schakel
Chief Financial Officer/Chief Strategy Officer

Reinout Hendrik Schakel has served as our chief financial officer and chief strategy officer since January 2019. Mr. Schakel worked at the corporate & institutional banking
division of Standard Chartered Bank as an executive director from 2016 to 2018. From 2008 to 2016, Mr. Schakel served successively as an analyst, associate and vice
president for the investment banking division of Credit Suisse. Mr. Schakel obtained a masier of business administration degree from Erasmus University in December 2005,

Jian Liu
Chief Operating Officer

Jian Liu has served as our director since February 2019 and our chief operating officer since May 2018. Mr. Liu served as the head of yield management for UCAR Inc. from 2015 to 2018
From 2008 to 2015, Mr. Liu served successively as the deputy head of vehicle management center and the head of yield management for CAR Inc. Mr. Liu obtained a bachelor’s degree
majoring in labor and social security from the Central University of Finance and Economics in June 2005,

Dr. Jinyi Guo
Senior Vice President of Product and Supply Chain

Dr. Jinyi Guo has served as our director since June 2018 and our senior vice president in charge of product and supply chain since October 2017. Dr. Guo served as the assistant to the
chairman for UCAR Inc. from 2016 to 2017. He worked at Ministry of Transport from 2011 to 2016, and worked at China Academy of Transportation Sciences as a research assistant from
2009 to 2011. Dr. Guo obtained his master's degree in July 2005 and a Ph.D. in July 2003 from Beijing Jiaoteng University, majoring in transportation planning and management. Dr. Guo
was a visiting scholar at the University of Leeds in 2008

Wenbao Cao
Senior Vice President of Store Operations and Customer Service

Wenbao Cao has served as our senior vice president in charge of store operations and customer service since June 2018, Mr. Cao had over 23 years of work experience at McDonald's
China. Mr. Cao started his career at McDonald’s China in 1994 and served as store manager of McDonald's global largest store in Beijing in 1996. Later Mr. Cao became regional manager
of Beijing and eventually served as the vice president of McDonald's China from 2011 to 2017, where he was first respensible for the operation of north district of McDonald's China, and
then in charge of the franchising and partner relationship matters. Mr. Cao obtained a bachelor’s degree majoring in geophysics from the University of Science and Technology of China in
July 1992

Source:Luckin company website — management page
http./finvestor.luckincoffee.com/corporate-governance/management
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Part Two: The Fundamentally Broken Business

Before 3" Quarter, 2019
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Business Model Flaw #1: Luckin’s proposition to target core functional coffee demand is wrong: China’s caffeine intake
level of 86mg/day per capita is comparable to other Asian countries already, with 95% of the intake from tea. The market
of core functional coffee product in China is small and moderately growing in China.

Different from the market leader Starbucks, Luckin’s management only focuses on catering to functional demand of Chinese
consumers, i.e. caffeine in-take, but fails to recognize that China is a “stubborn tea drinking” society - such caffeine needs
have already been fulfilled by tea products. Luckin CEO Jenny Zhiya Qian indicated during Luckin 2019 Global Partners
Conference!! that, coffee is a very healthy functional beverage to keep people awake and energized... Chinese young people have
strong needs to drink coffee for caffeine intake... Luckin’s core value proposition is to offer a coffee product that’s more
attractively priced, more easily accessible, with comparable quality, by eliminating the price premium in Starbucks’ business
model. It is true that caffeine demand is real in China and coffee’s consumption level is still low compared to international peers.
However, coffee’s functional demand is likely a niche market given Chinese consumers’ caffeine intake has already been
met with tea.

As shown in below chart, post joining WTO at the end of 2001, China witnessed accelerated growth in tea consumption per
capita. Coffee consumption per capita also experienced decent growth but absolute level remains low.

Historical Coffee and Tea Consumption per Capita in Asian Countries / Regions

FAO - Unroasted Coffee Bean consumption per capita in Asian FAO - Tea consumption per capita in Asian countries / regions
countries / regions (g) (g)
4200 2,000
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Note: Coffee consumption data is from International Coffee Organization (“ICO”) (Mainland China, HK and Macau) and FAO
(JP, South Korea, India and Taiwan). Tea consumption data is from FAO
Source: Food and Agriculture Organization of the United National (“FAO”), National Bureau of Statistics in China (“NBS”),
World Bank

Most crucially, tea represents 95%+ of caffeine intake in China on caffeine consumption per capita basis and China’s total
caffeine consumption per capita at §6mg/day is comparable to Korea, a coffee caffeine dominated developed country in
Asia. Taking 60% urbanization rate into account, the urban consumption per capita could have topped 140mg already, comparable
to levels in Japan. Another “stubborn tea drinking” society, India, also shows a similar level. There is very limited room to create
additional caffeine needs for coffee consumption.

I Chinese transcript of Luckin’s 2019 Global Partners Conference Presentation https://www.sohu.com/a/317477316_99900352
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Daily Caffeine (Coffee +Tea) Intake per capita per day

% of Caffeine Intake
mg 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019  fromTeain 2017
China 36 39 4 49 55 60 67 74 76 81 86 95%
Coffee 1 1 1 1 1 2 3 3 3 4 4 4
Tea 36 39 43 47 53 58 65 72 73 77 82
Japan 142 140 136 138 138 145 146 145 146 148 28%
Coffee 88 89 87 90 91 98 100 102 104 106 107 103
Tea 54 51 49 48 48 47 46 43 42 42
South Korea 55 58 59 66 61 62 73 77 82 90 3%
Coffee 52 56 57 63 59 60 70 74 79 87 84 88
Tea 2 2 2 2 2 2 2 3 3 3
Vietnam 79 61 66 67 58 60 63 63 62 59 19%
Coffee 16 18 23 25 31 33 36 40 46 48 50 51
Tea 63 43 44 42 27 271 27 23 16 M
India 48 47 46 45 48 52 54 55 55 56 97%
Coffee 2 2 2 2 2 1 1 2 2 1 1 2
Tea 46 45 44 43 47 51 53 53 53 54
us 160 159 154 155 157 156 158 155 162 162 20%
Coffee 123 122 118 119 121 120 123 121 128 129 129 136
Tea 38 37 3 37 36 36 3 34 34 33

Note: According to Caffeine informer, 1g of dry green tea contains 10-20mg caffeine (assuming 15mg). 1g of dry black tea
contains caffeine 22-28mg (assuming 25mg). 120z Cola contains 34mg caffeine. 15g coffee beans contains 150mg caffeine
Source: United States Department of Agriculture, Caffeine informer, World Bank

Global coffee consumption per capita comparison across countries also indicates that coffee consumption per capita level is
primarily driven by culture rather than economic development. China’s coffee bean consumption per capita is not only
significantly behind developed countries such as Japan and Korea but also way lower than developing countries such as Vietnam,
Indonesia and Laos. According to United States Department of Agriculture (“USDA”) data, global coffee consumption is mostly
concentrated in Western countries and former colonies of Western countries — EU, the US and Brazil, representing 28%,
16% and 14%, respectively. Within developing countries in Asia, more Westernized developing countries such as Vietnam
(former colony of France) and Philippines (former colony of Spain and the US) have high coffee consumptions. By contrast, in the
countries with strong tea cultures, such as China, India and Sri Lanka, the coffee consumptions are low.

Coffee Consumption per Ca

ita Comparison across Asia

Unroasted Coffee Beans Consumption per Capita (g) Cups of Coffee Consumed per Capita
Japan South Korea Philippines China Japan South Korea Philippines China
USDA (Latest) 3,745 3,219 3,446 138 USDA (Latest) 250 215 230 9
ICO (2018) 3,715 - 1,857 100 ICO (2018) 248 - 124 7
Vietnam Indonesia Thailand Vietnam Indonesia Thailand
USDA (Latest) 1,846 964 1,354 USDA (Latest) 123 64 90
ICO (2018) 1,696 1,076 1,210 ICO (2018) 113 72 81

Note: According to Starbucks’s guidance, 10g of coffee powder requires 180ml of water. 1 tall cup of latte is equal to about 15g
of unroasted coffee beans
Source: USDA, ICO, World Bank

Coffee Consumption per Capita vs. GDP per Capita
USDA - Latest Coffee Consumption per Capita vs prior year GDP per Capita
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Source: USDA, World Bank
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Furthermore, it’s unlikely that coffee will play a greater role in Chinese consumers’ caffeine consumption in the future given that:

450
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100

50

Overall coffee bean consumption growth has slowed down to 3-4% CAGR only in recent years: data from USDA and
ICO shows that the growth of coffee consumption per capita in China has slowed down to only ~3-4% CAGR in

recent vears.

Unroasted Coffee Beans Consumption per Capita in China

USDA - Unroasted Coffee beans consumption ICO - Unroasted Coffee beans consumption
per capita in China (g) per capita in Mainland China (g)
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Source: USDA, ICO, World Bank

Divergent store coverage and growth between freshly brewed tea vs. coffee: according to a report from Meituan (HKEX
listed: 3690 HK, USD 72 billion market cap, the largest food delivery and local service platform in China), there are
~410,000 freshly brewed tea stores in China, 4 times of the number of freshly brewed coffee stores by 2018 3Q. In
terms of growth rate, the number of tea stores demonstrated a continuous growth trend while number of freshly brewed
coffee stores declined from 121,000 stores by 2016 30 to 105,000 stores by 2018 3Q. Hence, the coffee supply
network coverage is not the issue, there is just not enough demand.

# of Freshly Brewed Coffee Stores or Freshly Brewed Tea Drinks Stores

# of Freshly Brewed Tea Drinks Stores # of Freshly Brewed Coffee Stores
(Thousand) 450 (Thousand)
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Source: Meituan (2019 Chinese Beverage Industry’s Development Trend Report)

In contrast with Luckin, Starbucks China clearly knows that caffeine functional demand of coffee is not large enough. After doing
business in China for 20 years, Starbucks understands that in most of Chinese consumers’ mind, “grabbing a coffee” means more
than meeting the caffeine intake demand, but more importantly, finding a place to hang out. Chinese consumers often prefer sweet
drinks such as flavored latte or Frappuccino over coffee. Coffee industry veterans in China summarized Chinese consumers’
demand for coffee shops into 5 categories per our research:

A.

B.

Space: coffee shops offer space for meeting, work or relaxation, similar to the “3™ space” concept introduced by
Starbucks — a place outside the home and work that people can gather and build a sense of community

Style: stylish coffee shops, such as Starbucks, especially Starbucks Reserve, % Arabica or boutique coffee shops in the
eyes of Chinese consumers. Starbucks not only has the most valuable coffee brand name in China, but it is also perceived
as a premium brand in China, representing a lifestyle people are longing for

Beverage: drinking coffee as beverage and can be replaced by tea or juices. This type of consumers often favors Mocha
or flavored coffee with milk or syrup

Functional use: people drink coffee for caffeine to stay awake for study or work; they often become addicted

Coffee lover: the ones truly enjoy the tastes of a variety of coffees and normally hold high standard in the quality of
coffee - this is the smallest portion of coffee consumers in China based on research
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Starbucks China knows that the coffee shop business demand across categories A-C are way larger than category D, which Luckin
focuses on. Therefore, Starbucks China is willing to pay high rent and renovation expenses for space and style. What Chinese
consumers are happy to pay for essentially is a stylish place serving beverages/food for meetings or leisure, not for the coffee
itself. Operations of Starbucks in China further prove this point:

e  Majority of consumption is not coffee: coffee only represents 40-45% of total sales (70%+ of Starbucks China’s sales
comes from drinks and within drinks, coffee represents 59% of total drinks) according to Starbucks’s to disclosure on its
China Investor Day. Mocha, Latte are the most popular ones within coffee. The functional ones such as
Americano/expresso are the minority. The remainder of drinks are tea, Frappuccino and other beverages

e  Only 10% of Starbucks revenue is contributed by functional demand category D: Starbucks members contribute 50% of
total revenue and functional users only represent 20% of members’ revenue based on industry research

e Divergent revenue mix by time during the day in China vs. the US: the strongest functional needs are normally in the
morning and breakfast represents 50%+ of revenue in the US. However, in China breakfast only represents 16% of
Starbucks revenue (24% for lunch, 30% in the afternoon, 31% in the evening) according to disclosure on Starbucks’
China Investor Day

e  Shopping mall location dominated: coffee shops located in office buildings are more to fulfill functional use of working
professionals while coffee shops located in shopping malls are more to fulfill space, style or leisure beverage needs. Per
management disclosure, 70-80% of Starbucks China’s stores are in shopping malls and its office location stores are
mostly in tier 1 cities core commercial areas such as CBD in Beijing or Lujiazui in Shanghai

e  Majority of customers choose to dine in: Luckin often claimed that 70% of Starbucks’ orders in China are take-out
orders. Such data is biased. Per research, Starbucks counters normally set orders as take-out status by default and only
when a customer demands a mug rather than a paper cup, the order would be switched to dine in. Paper cup usage is
close to 70% indeed. However, paper cups are often used for dine-in purpose too. Take-out orders should only represent
30-40% of total orders, and real take-out number should be even lower given the high occupancy rates of the stores

Photos of a typical Luckin coffee shop in China

—~— —

As the first mover in China, Starbucks has built the most extensive prime location store network, offering premium coffee
experience across store decoration, services and product quality. Such consistent performance in the past 20 years empowers
Starbucks to establish an unmatched premium brand with a unique business model — it secures lower than market rate
rent with long term leases at prime locations and carves out spaces for consumers, charging “rent” by selling them
premium priced coffee. In other words, Starbucks is a successful “coffee WeWork™. It’s not surprising that Starbucks is the only
coffee chain achieving a decent profitability in China. All the competitors, including Costa Coffee, Pacific Coffee and Korean
players, find it very difficult to replicate Starbucks’ success built on 20 years of brand value and accumulated store portfolio, and
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are struggling to turn profitable in China. On the other hand, Luckin chooses to completely go a different direction, and focuses on
the coffee functional demand that happens to be only a niche market in China.

In the table below, we list out the key differences in business model and culture between Starbucks and Luckin to help illustrate.

Starbucks

Luckin

Store level: customer
experience

Introduced the “expresso bar” experience to the US;
Provide “3™ Space” for consumers, offering a
combination of the best coffee, the best service and
the best atmosphere

Only focuses on coffee itself, deems
store space and service as unnecessary
Only emphasizes “good coffee”

Store level: staff

Staff is Starbucks’ the most important asset and core
competency. The concept of a good coffee shop
experience and the Starbucks brand are built upon the
bond between “partners” and customers

Luckin’s stores are purely production
centers. Uses systems to reduce on-site
staff involvement as much as possible

1%;
Product, service and value are the drivers of the brand

Brand Empower Starbucks brand to be associated with Minimize brand premium.
“Knowledge”, “Experience” and “Culture”
Make “Starbucks” a style.

Marketing Marketing expense as percentage of revenue below Aggressive marketing campaign for new

customers acquisition: celebrity brand
representative, outdoor brand
advertising and performance-based ads

Store level: location

Prime locations with strong traffic
Location is the key for retail industry

Relies on online traffic; stores located in
non-prime locations to save rent

Store level: fit-out

Store image is an essential part of the brand image

Simple fit-out to serve pick-up
customers and delivery orders

consumer demand driven;
Diversified product portfolios, catering to a wider
customer base

Promotions Price discount is a sales driver; premium pricing in All about discounts and coupons
most cases
Product R&D Marketing department oversees product R&D: Supply chain department in charge of

product R&D: top-down, cost-driven
approach; simplifies product portfolio

Views on expansion

If expanding for the sake of scale is defined as
success, it will eventually fail.

Benchmarks on Starbucks’ # of stores in
China. Deems scale as the prerequisite
of a successful business model

Views on franchising

Refused franchise model in the brand-building stage;
doesn’t want to lose the key connection to the
customers: the store.

New brand Luckin Tea runs franchise
model; Luckin Coffee also started
franchising in September 2019, less than
2 years since establishment

Non-core products

Brand value would be jeopardized if every random
product is labeled with Starbucks

Starting to expand from cups to
fashionable items

Source: Starbucks’s Proposition is mainly based on Starbucks founder Howard Schultz’s books “Pour Your Heart into It” and
“Onward: How Starbucks Fought for Its Life Without Losing Its Soul” 12

Business Model Flaw #2: Luckin’s customers are highly price sensitive and retention is driven by generous price
promotion; Luckin’s attempt to decrease discount level (i.e. raise effective price) and increase same store sales at the same

time is mission impossible

12 https://www.amazon.com/Pour-Y our-Heart-Into-Starbucks/dp/0786883561

https://www.amazon.com/Onward-Starbucks-Fought-without-Losing-ebook/dp/BO004OEIQEA
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Market sizing aside, we do recognize Luckin’s success in giving away 20.5 million'® cups of coffee per month at zero or low price
by burning significant amount of cash and opening 4.5k stores in 2 years. Through 2019 2Q), it had incurred RMB 2.9 billion net
loss to amass 22.8 million cumulative transacting customers in just 6 quarters. It had perfected the art of user referral on Wechat:
referring a new customer will generate a free cup for both the new AND the existing customers; sharing a link on Wechat moment
or a Wechat group will generate 20 randomly formed discount coupons ranging from 82% off to 32% off for other customers to
lucky draw.

Chinese observers are so amazed by the persistently large and ever-present discounts, as well as Luckin’s unending appetite to
expand and stomach more losses, that they are naming Luckin the “real badass nationalistic company”'“, due to its business
model of raising capital from foreign investors to subsidize Chinese consumers.

Unfortunately, the free-coffee-plus-coupon-focused customer acquisition strategy results in a customer base that’s highly price
sensitive. We demonstrate below that both retention rate and transaction value are driven by product discount level.

Cohort analysis clearly demonstrates that 1). Luckin’s new customers had progressively lower retention rates and worse quality
than the early adopters, and 2). retention rates across cohorts are driven by level of discount rather than customer vintage. Luckin
divided its users into cohorts according to which month they first bought Luckin’s products and compared the retention rate of
different cohorts, summarized in the chart!® below.

Luckin retention rate by cohort (in month through lifecycle)

Customer retention rate —a—Jan-18

40% —&— Feb-18

ME M9 M10 M11 Mi2 M13 M14 M1E M16 M17

]

Source: Luckin January 2020 prospectus page 15
https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a22404252z424b4. htm

Luckin’s new customer retention rate universally drops to 35% or below by M1 (2"¢ month after becoming Luckin’s transacting
customer), and M1 retention rate is usually one of the highest in the cohort’s lifecycle. Regardless of cohort vintage, over 2/3 of
each cohort will stay inactive throughout the cohort’s lifecycle, meaning they were only attracted to Luckin by the free cup
of coffee and did not come back.

In terms of quarterly behavior, 2018 1Q cohort had relatively high quality, and their retention rate after one year of use was
30%~35%. From 2018 2Q to 4Q, the quality of new users had been declining, and their retention rates range between 25%~30% or
even 20%~25%. 2019 1Q and 2Q cohorts M1 retention rates recovered somewhat, but quickly plunge to 20%-25% or below within
the first several months.

13 Calculated using (the real case 263 items per store per day) X (65% coffee as reported for first half 2019) X (2019 4Q average number of
stores 4.0k) X (30 days) =20.5 million cups of coffee per month

14 https://tech.sina.com.cn/csj/2019-05-22/doc-ihvhigay0501098.shtml

15 Only cohorts till May 2019 were included, because we have shown before that the company had started overstating numbers in 2019 3Q; June
2019 cohort’s “M1” is July 2019 so it was excluded as well.

72


https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a2240425z424b4.htm
https://tech.sina.com.cn/csj/2019-05-22/doc-ihvhiqay0501098.shtml

Luckin recent customer cohort retention rates by month

Customer retention

Cohort M1 M4 M5
Jan-19 18% 205 175
Feb-13 30% 205

Mar-19 29%

Apr-19 31%

May-19 30%

Luckin January 2020 prospectus page 15
https.//'www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a2240425z424b4.htm

To conclude, Luckin routinely lost majority of its new customers after they consumed their first cup for free; its earliest
customers are also its high-quality core customers, and as the number of customers grow, the % of non-core customers grew

significantly.

We then group the cohort behaviors by calendar month in the chart below to show how active all the cohorts are in a specific
calendar month. The below chart clearly shows that aside from the 1% month after becoming a new customer, Luckin’s all cohorts
had behaved the same way from calendar month to calendar month.

The retention rate went down gradually in the first half of 2018 and hit the bottom in July-August 2018. From August 2018, the
retention rates started to rebound through second half of 2018 to December. 2019 1Q retention rates stayed high (Feb 2019 was
abnormally low because of Chinese New Year and Luckin targets office demand). 2019 2Q saw significant decline into June

2019, when most cohorts recorded the lowest monthly retention rates since December 2018.

Luckin retention rate by cohort (calendar month)

Customer retention rate

Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 May-19

Source: Coffee_Detective research

We derive its level of discounts'® from the company’s filings and presentations. It had increased the level of discounts throughout
2018 to 2019 1Q but attempted to decrease the discount level in 2019 2Q, directly corresponds to the retention rate trend above.
Thus, change of retention rate of each cohort was much more correlated to the level of discounts in each calendar month
than the vintage of the cohort: the higher the discounts, the higher the retention, and vice versa.

Luckin quarterly effective price as % of listed price
181Q 18 2Q 18 3Q 18 4Q 191Q 19 2Q

Effective price as % of listed price 82% 63% 55% 49% 47% 52%
Source: Company filings and Coffee_Detective calculation

Luckin also discloses transaction value (based on listed price instead of effective selling price) per customer cohort. We group the
cohort behaviors by calendar month to see how transaction value of each cohort changes. The company’s customer cohort transaction
value displays similar pattern to retention rate above. First, all cohorts had behaved the same way from calendar month to
calendar month; secondly, while the cohorts move in the same direction, newer/more recent cohorts significantly underperform

16 The company’s quarterly earnings material discloses average effective selling price and no. of items sold in quarter, both including free coffee
items. We adjusted these numbers by excluding the number of free coffee (which is also disclosed by the company) to better gauge the price

sensitivity of transacting customers.
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older cohorts in the same month. Finally, transaction value, calculated on list price, grew sequentially from 2018 20 to 3Q to
4Q as company increased the level of discounts.

Luckin transaction value by cohort (calendar month)

Transaction value per customer (RMB, based on listed price)
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Source: Luckin January 2020 prospectus page 16 and Coffee_Detective research
https.//'www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a22404252z424b4.htm

It’s worth-noting that 2019 2Q transaction values were higher sequentially, especially for the older cohort customers. This is partially
due to a special 10-week promotion of ““7 products to split a cash pool of RMB 5 million per week”. The promotion ran from March
11" to May 19", and on average about 150k customers achieved the 7 products purchased per week. The average monthly items
purchased was only 4.5 items for each transacting customer in 2019 2Q (27.6 monthly items transacted, and 6.2 mm monthly
transacting customers as disclosed by management). Another possible contributing factor is that Luckin launched a major new
product category, Luckin Tea, in 2019 2Q, with trials in Beijing/Shanghai in April and nationwide-launch in May. Separately, we
will discuss the positioning and competitiveness of the tea product in Flaw 4 later.

The number of items purchased per month by Luckin’s existing transacting customers have decreased.

Based on disclosed numbers, we also calculate the monthly average number of items purchased by existing customers, after
excluding the number of items purchased by new customers. As indicated above, a large percentage of new customers are
attracted to Luckin due to the free cup, after which they become inactive. As a result, we estimate that the number of items
purchased by new transacting customers average around 2.3/month/transacting customer, much lower than the average in the next
month and afterwards.

Luckin no. of items bought by new transacting customer cohorts

Cohorts (classified by the month when new customers joined)

Cohort analysis Jan-18 Feb-18  Mar-18 Apr-18  May-18 Jun-18 Jul-18  Aug-18 Sep-18 Oct-18  Nov-18  Dec-18 Jan-19 Feb-19  Mar-19 Apr-19  May-19
MO (the month when they first bought Luckin's products)

Transaction value per customer (RMB) 58 54 58 58 63 58 55 61 59 53 64 52 53 45 53 53 53
Assumed listed price (RMB) 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24
Monthly items sold per customer 2.4 23 2.4 24 2.6 2.4 23 2.6 25 2.2 2.7 2.2 2.2 1.9 2.2 2.2 2.2
Retention rate 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Monthly items sold per transacting customer 2.4 23 24 2.4 2.6 2.4 23 2.6 2.5 2.2 2.7 2.2 2.2 1.9 2.2 2.2 2.2
M1

Transaction value per customer (RMB) 32 55 42 46 32 29 36 33 32 41 34 24 14 31 34 28 26
Assumed listed price (RMB) 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24 24
Monthly items sold per customer 13 23 1.8 1.9 1.3 1.2 1.5 1.4 1.3 1.7 1.4 1.0 0.6 1.3 1.4 1.2 1.1
Retention rate 27% 39% 35% 35% 29% 23% 24% 26% 29% 29% 29% 23% 18% 30% 29% 31% 30%
Monthly items sold per transacting customer 4.8 5.8 5.0 5.4 4.5 5.1 6.2 5.4 4.6 5.9 4.8 4.4 3.2 4.3 4.8 3.7 3.7

Source: Luckin January 2020 prospectus page 15-16 and Coffee Detective research
https://www.sec.gov/Archives/edgar/data/1767582/000104746920000183/a22404252424b4. htm

The percentage of new customers as total transacting customers decreases as Luckin scales, resulting in higher overall monthly
average items purchased per transacting customer. If we exclude the impact of new customers, the number of items purchased per
month by Luckin’s existing transacting customers had peaked in 2018 3Q at 6.2, and then steadily declined to 5.5 in 2019 2Q
(2019 1Q was abnormally low due to Chinese New Year in February).

The decrease in items purchased per transacting customer corresponds to the price discount table discussed above: the boost on
customers’ spending from higher discount levels peaked in 3Q and 4Q 2018, when effective price quickly dropped from 63% of
listed price in 2Q to 49% in 4Q. As the intensity of discount eased into 2019 2Q, Luckin customers are also purchasing less
items per month.
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Luckin items purchased per month by transacting customers: all vs existing (excluding new)
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Source: Company filings, Coffee_Detective calculations

The receipts we have recently gathered for company’s fraud investigation serves as another evidence. Theoretically in cities
where Luckin has been operating the longest, the brand should have accumulated more loyal customers who are willing to buy
Luckin’s products with less discount (which is what the management has been aiming for and telling the investors about). In
newer cities where Luckin needs to spend aggressively to “educate” consumers, the discount levels are higher. However, the
actual receipts show minimal correlation between the level of discount and the city’s operating history.

Luckin average effective price and discount level comparison by city (left to right by operation start date)
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Source: 25,843 Luckin customer receipts, Coffee_Detective calculation

It’s not surprising that Luckin’s customer base is benchmarking its spending primarily to the level of discount. In fact, the
company has been laser-focused on using coupons/discounts as the main customer acquisition and operation strategy. Luckin
customers are groomed from Day 1 to interact with Luckin through coupons/free coffee instead of
people/style/service/culture. They are trained to identify Luckin with discounts.

First, no purchases are done without a coupon or a discount. Even the management publicly indicated that 67% should be the
long-term discount rate for all products. Luckin has a plethora of coupons in both its APP and on Wechat: top-up coupons (buy 5
get 10, buy 2 get 3, etc.), coupons generated from sharing links, half-off coupons in Wechat official accounts, coupons for
customers not active for a week, coupons for customers not active for a month, and other non-coffee product coupons after
purchasing coffee. Despite calling itself an internet company, Luckin’s APP is comparatively plain and simple; it doesn’t have any
of the usual user engagement functions such as small games, sign-in awards, and flash sales etc.

Secondly, to reduce operating cost, Luckin has adopted the strategy to minimize human participation from all angles, including
service. Its coffee machines are fully automatic: barista just need to press a button to make coffee. Store level employees are not
required or incentivized to interact with customers unless they have to. Orders are placed online, and pick-up can be done by
customers themselves through QR codes.
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Starbucks, on the other hand, indicates that its key assets are the baristas, as the connection built between the baristas and
consumers is a core competitive advantage. It calls baristas “partners” and pays higher than industry average for both full-time and
part-time employees. The company also strives to instill the company’s culture and philosophy into its “partners” and then
through the partners onto its customers.

Thirdly, Luckin’s store decoration is also minimal and modularized: it aims to satisfy delivery and pick-up demands with no/few
seats. From our research, capital expenditure averages about RMB 450k per store, budgeting about RMB 1k-2k/sqm for store-
front fit-out versus standard F&B service industry at 4k-6k/sqm. Fit-out period takes only 3 days and store can be open 2 weeks
from rental contract signing, versus Starbucks/Costa at 3 months. Because of the core strategy, Luckin needs to cut expenses to
the bone and offers customers nothing more than the discounted products.

Our consumer survey shows exactly that: existing and potential customers’ perception of the Luckin brand highly associates
with low price. In fact, the top 3 impressions on Luckin are 1. the abundance of discount coupons, 2. cost effective, and 3.
low price. The perception is stronger for current Luckin customers who plan to remain a customer. Quality, convenience, and
association to white-collar all rank low on the other hand.

Luckin current and potential customers survey

Impression on Luckin's Brand

Plentiful promotions and coupons
Cost effective
Low price

Professional coffee maker

B Existing Luckin users
who will continue to
spend on LK's products
(N=145)

Young

Good quality
Fast and convenient

A convenient place to buy drinks | All samples (N=297)

and snacks

Cool, innovative
White collar, professional style

Coffee delivery

Don't know much about Luckin

200 3006 A0%% S0% B0RE

3
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Source: Coffee_Detective survey

Worse still, Luckin pushes its coupon-centric operation model so far that it completes turns the table on its best customers: a
normal, sensible business usually has a membership program to reward loyal customers, while Luckin’s “dynamic

pricing” discriminates against them.

Starbucks has 9.1 million active members and they contribute 50% of Starbucks revenue. Since December 2018, it’s free to
register as a Starbucks member and get rated into three different levels according to accumulated consumption dollars. As shown
below, the higher the level, the more benefits/coupons the member enjoys. The company uses the membership program to
improve stickiness and promote loyalty.



Starbucks Membership Benefits
GET TO KNOW YOUR BENEFITS

[ 4 ’
= Bonus Star activities e Bonus Star activities Bonus Star activities
# Purchase/bundle o Welcome to Green Free Welcome to Gold Free
Starbucks Rewards Kit for Drink Coupon Drink Coupon
instant upgrade to Green
- P9 e Taste of Gold Free Drink Anniversary Drink Coupon
Coupon

Birthday Drink Coupon

0 By DI Cauzen Maintain lifetime Green

e Maintain lifetime Green tier status

tier status Redeem 9 Reward Stars
for beverage/food

Source: Starbucks website

On the other hand, Luckin doesn’t have a membership program or point system. Customers don’t get anything extra from
spending more or consuming more frequently. On the contrary, customers who consume less get bigger discounts. Luckin runs
a user retention program that sends large discount coupons to customers that haven’t made a purchase for a week. The discounts
get progressively larger up to 82% off if the customer hasn’t ordered for a month.

This coupon structure also ties nicely with the high correlation between retention rate and the level of discount discussed above:
active customers get smaller coupons. Luckin’s strategy is to use larger discounts to reactivate marginal consumers, while core
customers do not enjoy any additional benefits. Management also frequently indicated that their strategy is to use large discounts
to attract new customers, help them cultivate the habit of drinking coffee, and then increase the average selling price, i.¢c., price
discriminate loyal customers.

Combining all the above, the truth of Luckin’s business model is that discount level is the key driver for its price sensitive
customers. When the company cranks up the discounts on its products, customers increase spending; when the company wants to
“raise price” by decreasing discount levels, customers become less active and purchase less products.

Furthermore, as its number of stores continue to grow fast, further increasing store penetration becomes dilutive for existing stores.
By 2019 4Q, our investigation of the real business metrics indicates that even when the management further increases
discount level (to 46% real case), number of items per store per day have started declining.

Luckin no. of items sold per store per day vs Effective price as % of listed price

No. of ltems per Store per Day & Actual Price as % of List Price
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No. of stores 290 624 1,189 2,073 2,370 2,963 3,680 4,507

Source: Company filings, Coffee_Detective research
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The new “unmanned retail” strategy serves as another potential problem for Luckin: management claims that coffee from its
coffee EXPRESS has the same quality as the one sold in its physical stores, thus should be priced the same; however, this will
draw attention to the fact that Luckin’s coffee is made by fully automatic machines, not by professional baristas.

Coffee machines used in stores can be classified into three levels of automation. Costa and Pacific Coffee use semi-automatic
machines which require on-site baristas to manually make espresso and steam milk. Starbucks and McCafé use semi-automatic
machines with an automatic espresso function: expresso comes directly out of the machine, but baristas need to complete the
process of steaming/texturing milk. Luckin, KFC and convenience stores such as Seven Eleven use fully automatic coffee
machine: employees can make a latte by simply pressing a button.

While KFC and convenience stores choose fully automatic machines because their on-site employees have many other things to
do, Luckin also uses this type of machine because it can reduce labor costs and barista training to a minimum level. It only takes
half a day for Luckin to train a new “barista”, while Starbucks would take two weeks training theirs. Luckin’s coffee machines are
in line with KFC’s in terms of quality and capacity, but better than those used by convenience stores which sell coffee at even
lower prices.

From the customer’s perspective, coffee made by experienced baristas are considered premium: quality of coffee is higher, and the
barista’s presence makes a difference in the customer’s mind. For example, in the customer survey above, Luckin customers do
rank “professional coffee maker” high in their perception of Luckin coffee, likely because Luckin’s stores and employees are
dedicated mainly to coffee making. However, emphasizing that Luckin’s unmanned machines make the same coffee works against
its customers’ existing perception and its price premium over coffee from KFC or convenience stores.

Business Model Flaw #3: Flawed unit economics that has no chance to see profit: Luckin’s broken business model is bound
to collapse

Before we move onto examining Luckin’s store-level unit economics next, it’s important to highlight that, amongst different
verticals in the food and beverage (F&B) service industry, coffee is categorized as one with mature supply chain, standardized
production, and relatively high gross margin. However, Starbucks is the only coffee retail chain that’s meaningfully profitable in
China, which indicates that the key to profitability is not all about making and selling products, but more about finding a viable
business model on the store level.

There are three proven business models for freshly brewed drinks business in China: the third-space model (high ASP + big store,
e.g. Starbucks), the convenience store model (low ASP with shared store, e.g. FamilyMart, KFC coffee), the bubble tea model
(mid-to-low ASP + small store, e.g. tea franchises like Yidiandian, Coco). Each model is successful for different reasons. But
Luckin is stuck in between. As comprehensively discussed in Flaw #1 and #2: on one hand, sales volume is capped by the limited
end demand for coffee as a functional product; on the other hand, Luckin is not able to increase price and maintain sales volume
simultaneously due to its highly price sensitive customer base. When we add rental costs and headquarter expenses (part of which
is spent to acquire new customers) to the equation, it’s clear that Luckin cannot turn profitable on store-level and the losses
become worse on corporate level.

Luckin is incurring high operating losses on store-level, based on its real case sales volume and effective price.

As an offline F&B service business, Luckin’s unit economics can be broken down into three factors: revenue, cost of sales, and
store-level operating cost.

Revenue: Revenue is determined by items sold per day and effective sales price (i.e. after discount). For illustration purposes, we
use disclosed 2019 2Q numbers for number of items sold per store per day of 345 and effective cost per item of RMB 10.5 per
item (net revenue divided by total items sold) to calculate the store’s net revenue of RMB 109k per month.

Cost of sales: Raw material cost for Luckin’s freshly brewed drink is RMB 5.6 per item (same as 2019 2Q), which is 53.5% of the
effective sales price. The blended gross margin is 46.5% on store level, which translates into RMB 50.6k gross profit per month.

Store-level operating cost: Luckin’s store-level operating cost includes rental (RMB 15k per month), labor cost (RMB 3.0/item
according to management presentation), utilities (RMB 5k per month) and depreciation of equipment and store decoration (RMB
450k upfront investment that requires 3-5 years of payback). We calculate Luckin’s store-level operating cost to be RMB 61.1k
per month, which has limited room to be significantly reduced further.

Delivery subsidy: Luckin outsources delivery service to SF Express (il ). Since coffee delivery is very time-sensitive, SF’
delivery riders usually station on Luckin’s store, which results in higher cost. We estimate delivery cost to be RMB 9-10 (incl.
VAT) per order. Moreover, Luckin offers free delivery (equivalent to RMB 9-10 delivery subsidy per order) for large orders (>
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RMB 55 per order in 13 cities, > RMB35 per order in other cities, based on listed prices, not on effective prices) and charges
RMB 6 delivery fee for smaller orders (equivalent to RMB 3-4 delivery subsidy per order). As a result, Luckin effectively offers
RMB 5 delivery subsidy per order.

Management excludes delivery expenses/subsidies from store unit economics. However, delivery subsidy is directly resulted from
selling and distributing products and can be attributed to each individual store. The company disclosed that in 2019 2Q, 19.8% of
the total items were purchased through delivery. We calculate additional RMB 7.8k delivery subsidy per month per store, which
further pressures store unit economics.

On store level, Luckin’s RMB 50.6k gross profit is unable to cover RMB 61.1k operating cost and RMB 7.8k delivery
subsidy, thus generates RMB 18.3k operating losses per month. More importantly, Luckin still cannot break even on store
level on cash flow basis without considering depreciation. In other words, Luckin’s upfront investment on equipment and
decoration will never be paid back as the opened store continues to burn cash on a monthly basis.

Luckin’s store-level unit economics

Monthly (RMB)
Key assumptions Unit economics
Area: sqm 40 Rev 108,777
Capex 450,000 Rev/sqm/year (rmb) 32,633
Capex/sqm (rmb) 11,250 Overall COGS 58,167
Equipment 220,000 COGS as % of rev 53.5%
Decoration 230,000 COGS per item 5.6
No. of items per day 345 Overall GP 50,610
No. of items per order 1.3 GPM 46.5%
No. of orders 263
Rental 15,000
ASP 10.5 As % of rev 13.8%
Recommended Retail Price (excl. VAT) 223 Rental/sqm/day (rmb) 12.5
Discount (% of original price) 47.1%  Labor 31,050
As % of rev 28.5%
Labor costs per item 3.0
Utilities 5,000
Per item 0.5
As % of rev 4.6%
D&A 10,056
As % of rev 92%
Equipment 3,667
Average depreication yrs 5.0
Decoration 6,389
Average depreication yrs 3.0
Delivery subsidy 7,817
Per order 5.0
Delivery orders per day 52
% of total 19.8%
Store level OP after delivery subsidy (18,313)
As % of rev -16.8%
EBITDA considering delivery subsidy " (8,257)
As % of rev -7.6%
ROI - per month - considering delivery subsidy -1.8%
Payback (excl. ramp-up) - months NA

Source: Company Filings, Coffee_Detective Analysis

As operating expenses are largely fixed and cost of raw material is proportional to revenue, daily items sold and effective
prices after discount are the two key drivers for Luckin’s store unit economics.

The below sensitivity table showcases how changes in the two drivers, daily items sold and effective price, impact Luckin’s store-
level operating margins and corresponding payback period (in months). In 2019 2Q, Luckin’s store is running at a negative 16.8%
operating margin including the delivery subsidies. Meanwhile, EBITDA is still negative, i.e. the average store was operating on a
negative cash flow basis.

Luckin’s stores usually have a lease term of 3 years, which means that the payback period needs be within 36 months. In the 2019
2Q case with 53% discount (effective price at 47% of listed price), daily items sold needs to reach 800 or above to meet this target.

Luckin management has been articulating to investors that their long-term pricing strategy is not the “listed price” either, but “buy
2 get 1 free”, i.e. 33% discount. Let’s generously assume this price target can be achieved in all products. In this case, a store needs
to sell 200 items per day to have a 36-month payback period while increasing its average effective price by 43%, still the
operating margin would only be 3%.
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Luckin’s unit economics sensitivity analysis

Store -level OPM ktems per day per store
50 100 150 200 250 300 350 400 450 500 600 700 800 300 1,000
30%)| -340% -190% -140% -115% -100% -90% -83% -78% -73% -70% -65% -62% -59% -57% -55%
40%| -230% -117% -80% -61% -50% -43% -37% -33% -30% -28% -24% -21% -19% -18% -16%
45%| -193% -93% -60% -43% -33% -27% -18% -16% -13% -10% -8% -6% -5% -3%
50%| -164% -74% -44% -29% -20% -14% -10% -T% -4% -2% 1% 3% 5% 6% 7%
55%| -140% -58% -31% -17% -9% -4% 0% 3% 5% 7% 10% 12% 13% 14% 15%
60%| -120% -45% -20% -8% 0% 5% 9% 11% 13% 15% 17% 19% 21% 22% 22%
65%| -103% -34% -11% 1% 8% 12% 16% 18% 20% 21% 24% 25% 27% 28% 28%
67% -98% -30% -8% 10% 15% 18% 20% 22% 23% 26% 27T% 29% 29% 30%
70% -88%  -24% -3% 8% 14% 19% 22% 24% 26% 27% 29% 31% 32% 33% 34%
80% -65% -9% 10% 19% 25% 29% 31% 33% 35% 36% 38% 39% 40% 41% 42%
90% -47% 3% 20% 28% 33% 37% 39% 41% 42% 43% 45% 46% 47% 48% 48%
100% -32% 13% 28% 35% 40% 43% 45% 47% 48% 49% 50% 52% 52% 53% 53%

Net selling price as % of listing price

Payback period (month) tems per day per store
50 100 150 200 250 300 350 400 450 500 600 700 800 900 1,000

§ 30% NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA
5 40% NA NA NA NA NA NA NA NA NA NA NA NA NA NA NA
Z 45% NA NA NA NA NA NA NA NA NA NA NA NA NA NA
b= 50% NA NA NA NA NA NA NA NA 115 68 39 28 22 18 15
£ 55% NA NA NA NA NA 75 44 32 26 21 16 12 10 9 8
@ 60% NA NA NA 112 45 30 22 18 15 13 10 8 7 6 5
@ 65% NA NA NA 42 26 19 15 12 10 9 7 6 5 4 4
& 67% NA NA 5[ 3| 23 17 13 11 9 8 7 5 5 4 4
2 70% NA NA 56 28 19 14 11 9 8 7 6 5 4 4 3
E 80% NA 83 27 16 12 9 7 6 6 5 4 3 3 3 2
3 90% NA 38 18 12 9 7 6 5 4 4 3 3 2 2 2

100% NA 26 13 9 7 5 5 4 3 3 2 2 2 2 1

Source: Coffee_Detective Analysis

Taking a step back, our research shows that there are three viable business models for freshly brewed drinks, and Luckin
lacks the competitive advantage to develop into any one of them.

In the F&B service industry, items sold per store and effective price are usually negatively correlated. Luckin’s competitors who
succeeded have all found their own ways to strike a balance between volume and price. Their investments in new stores can
generate reasonable ROI due to this balance, which is the foundation for the business model to be viable.

“Third space”: Starbucks has built a premium brand in past 20 years in China and successfully offers the value proposition of a
“third space” through selling coffee. As a result, it can price products at higher price and still achieve larger volume vs. competitors
to achieve profitability. Although Luckin’s smaller store space enables cost savings on both upfront investment and daily operation,
its store-level revenue and gross profit is only 17% and 11% of Starbucks by targeting the niche market of coffee’s functional
demand. As mentioned in Business Model Flaw #1 and #2, the success of Starbucks’ “third space” model is contingent on strong
brand value and rental negotiation power, other followers (such as Costa Coffee and Pacific Coffee) are still struggling to break
even. It’s impossible for Luckin to replicate “third space” model given its different store design and brand positioning.

“Convenience store” model: competitors like KFC and FamilyMart leverage on existing stores and staff to cross-sell coffee. As a
result, KFC and FamilyMart only need to purchase the coffee machine and raw materials without any additional rental and labor
cost. “Convenience store” model can achieve an ROI level similar to Starbucks despite much smaller sales volume. Luckin, on the
other hand, is a dedicated coffee shop (although it tries hard to convince investors that it “uses coffee to generate traffic and then
cross-sell them tea or snacks or bakery or everything else) and will continue to be viewed as such by its customers.

Bubble tea shop: Yidiandian and Coco’s product pricing is comparable to Luckin’s. However, their target market of tea drinks is
much larger than coffee in China. Being a top-tier tea drink shop can achieve very high sales volume per store. Luckin will find it
hard to replicate, since it mainly serves the functional coffee market and caffeine demand has been largely satisfied through tea in
China. Bubble tea shop’s gross margin is also structurally higher at >60%, which means Luckin might need to achieve an even
higher sales volume per store to break even.
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Store-level unit economics comparison of different business models

Luckin "Third space" "Convenience store" model Bubble tea shop
3Q19 Reported Real Case SBUX SBUX Office KFC FamilyMart Yidiandian Coco
Store size
Store arca 30 30 190 120 50 55
Capex (rmb m) 0.45 045 1.9 1.5 0.08 0.06 0.40 0.35
No. of seats <10 <10 60 30 20-40 5 - 12
% of dine-in <10% <10% >40% <10% - <10%
Operating data
No. of items per store per day 444 263 493 247 40 40 800 500
Delivery % orders 13% 10% 8% 40% 20%
Items/order 1.2 1.1 1.7 13 1.1 1.7
No. of orders per store per day 367 231 290 190 727 294
Price/item (excl. VAT) 112 10.0 31.0 320 11.0 9.4 132 123
Daily revenue (rmb k) 5.0 2.6 153 7.9 10.6 6.2
Income Statement
Monthly revenue (rmb k) 149.3 78.7 458.5 237.1 132 113 316.8 184.5
COGS 721 443 133.0 64.0 7.2 7.2 117.2 59.0
COGS as % of rev 48% 56% 29% 27% 55% 64% 37% 32%
COGS per item 5.4 5.6 9.0 8.6 6.0 6.0 4.9 39
Gross profit 772 343 3255 173.1 6.0 4.1 199.6 1255
GPM 52% 44% 71% 73% 45% 36% 63% 68%
GP per item 5.8 4.4 220 234 5.0 34 8.3 8.4
Rental 15.0 15.0 64.2 237 - - 38.0 295
As % of rev 10% 19% 14% 10% 12% 16%]
Rental per item 1.1 19 43 32 1.6 20
Labor 27.0 270 68.8 379 - - 57.0 38.7
As % of rev 18% 34% 15% 16% 18% 21%
Labor per item 2.0 34 4.7 5.1 24 2.6
Delivery commission or subsidy 7.1 33 - - - - 13.4 5.9
As % of rev 5% 4% 0% 0% 4% 3%
Commission rate 0% 0% 0% 0% 10% 15%
Delivery expense per item 0.5 0.4 - - 0.6 0.4
Delivery expense per delivered iten 4.1 4.1 - 14 20
Other operating expenses 5.0 5.0 275 14.2 04 0.3 253 129
As % of rev 4% 6% 6% 6% 3% 3% 8% 7%
Other per item 0.4 0.6 1.9 1.9 0.3 0.3 1.1 0.9
D&A 10.1 10.1 39.6 313 1.3 1.0 16.7 14.6
As % of rev 7% 13% 9% 13% 10% 9% 5% 8%
D&A per item 0.8 1.3 2.7 42 1.1 0.8 0.7 1.0
Depreciation years 3.7 3.7 4.0 4.0 5.0 5.0 2.0 2.0
Store level profit 13.1 (26.0) 1255 66.0 43 2.8 49.1 238
Operating margin 9% -33% 27% 28% 32% 25% 15% 13%]
Operating profit per item 1.0 3.3) 8.5 8.9 3.6 2.3 2.0 1.6
Store level cash profit 23.1 15.9) 165.1 97.2 5.6 38 65.8 384
Cash margin 16% -20% 36% 41% 42% 33% 21% 21%
Key Financial metrics
Payback years 1.6 NA 1.0 13 12 1.3 05 0.8
Price per item 112 10.0 31.0 320 11.0 9.4 132 12.3
COGS+Operating expenses per item 10.2 133 225 23.1 74 7.1 11.2 10.7
COGS 54 5.6 9.0 8.6 6.0 6.0 4.9 39
Operating expenses 4.8 7.6 13.5 14.5 1.4 1.1 6.3 6.8
Operating profit per item 1.0 (3.3) 8.5 8.9 3.6 2.3 2.0 1.6

Source: Company filings, Coffee_Detective research

For Luckin’s store-level economics to work, Luckin needs to either increase both price and volume simultaneously or increase one
of them while maintain the other one stable. However, capped by the market size and price-sensitive user base, it’s very difficult for
Luckin to achieve either targets. The above table showcase how in 2019 3Q, Luckin had faked the increases in BOTH its items
sold per day and price per item to achieve store level profitability. In reality, their store-level operating margin calculated
from the real business metrics was likely negative 33% (inclusive of delivery subsidy).

Luckin’s best bet is to follow the bubble tea model, with small stores and low product price: then its high sales volume per store
per day is the necessary condition to store-level break-even. Unfortunately, the core issue would be the limited demand in China
for coffee as a functional product, which is especially apparent when compared to the much bigger market for tea drinks in China.
As aresult, it’s extremely difficult for Luckin’s sales volume per store to match its bubble tea peers such as Yidiandian and Coco.

Another restricting factor on volume is the fact that the majority of Luckin’s stores are located in office buildings, as it aims to
satisfy functional demand. An office building in China typically contains ~2k people. The first requirement in Luckin’s own business
development criteria is to position new stores in office buildings with >1.5k people. We can also verify this by looking at Luckin’s
monthly transacting customers per store: the metric centers around 2k. It reached peak levels of ~2.6k in 2018 2Q (when there were
not so many stores) and 2018 4Q (when there were deep discounts). In 2019, its monthly transacting customers per store trended
down with its aggressive store expansion. Due to the geographic coverage of each store, there is substantial cannibalization if
stores become too dense in a region, which further limits the sales volume can be achieved by each store.
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Luckin monthly transacting customers per store
Monthly transacting customers per store
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Source: Company filings, Coffee_Detective analysis

With the sales volume upside handicapped, can Luckin shift towards the Starbucks’ model to improve its pricing power? The answer
is clearly a no, as Luckin’s customers are highly price-sensitive and lack royalty to its products and brand, and it cannot

increase price without sacrificing sales volume significantly.

The two inherent flaws in its business model have been pushing Luckin away from any of the viable paths to profitability. Luckin’s
real case in 2019 3Q should have been unsurprisingly continued losses and no improvement in unit economics. However, as we
have shown in the Smoking Gun Evidence segment above, management had started to commit fraud by faking an inflection point
of its business model: miraculously, they are able to dramatically increase sales volume per store with less discounts in 2019 3Q
reported case and 4Q guidance, and investors mistakenly bought their story thinking that the business has turned the corner to
become viable.

On top of the losses Luckin is racking up on store-level, its high and rising headquarter expenses also add insult to injury.
Luckin incurs heavy customer acquisition cost (“CAC”) on the corporate level: over the past quarters, CAC per new customer
mostly stayed ~RMB 50 and if we take its ~25% monthly retention (<35% in M1 and quickly decline to 20%-25%) into account,
the CAC per monthly transacting customer is already ~NRMB 200.

Luckin customer acquisition cost
—_— New customer acquisition costs ——

(RMB) MFree product promotion expenses”

Ca 2
Other new customer acquisition costs®

103.5

87.7 54.7

E1l6
48.1
42.9

423 25.0 416

16.9

14.9

B 0 o m =

192018 2Q2018 3Q2018 4Q2018 192019 2Q2019

Source: Luckin’s 2019 2Q earnings highlights

Management targets a total of 10k stores by the end of 2021, which means it aims to open another 5.5k stores over the next 8
quarters, or 688 new stores per quarter. We use the real case of 263 items sold per store per day to derive that its stores on average
sell 7890 items per month. We have also derived in Business Model Flaw #2 that Luckin’s existing transacting customer buys on
average 5.5 items per month. Thus, Luckin will need to acquire 1.435 monthly transacting customers for each new store. If
the new store doesn’t cannibalize from the existing stores (which is aggressively optimistic as its store penetration in existing
cities increases), we estimate that Luckin will need to spend RMB 287k per new store per quarter on customer acquisition
expenses alone, which works out to be RMB197 million per quarter with 688 new stores.
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In terms of general and admin expenses, Luckin’s trailing 3 quarters’ run rate is about RMB 76k per store per quarter (average of
RMB 228 million expenses divided by the average store count of 3,000). Therefore, additional general and admin expenses for

688 new stores will cost the company another RMB 52.2 million per quarter.

On the other hand, Luckin is currently far from store-level break-even. We calculate that it’s losing RMB 26k per store per month
under the real case, or RMB 17.9 million per month for 688 new stores. Essentially under the current business model, everything
else equal, Luckin’s expansion plan is losing its investors RMB 53.7 million more per quarter on the store level, and then

another RMB 249.2 million more on the corporate level, totaling RMB 303 million more losses per quarter, just on the new
stores alone! The more stores Luckin opens, the more money and faster Luckin investors will lose.

Business Model Flaw #4: Luckin’s dream “to be part of everyone’s everyday life, starting with coffee” is unlikely to come
true, as it lacks core competence in non-coffee products as well. Its “platform” is full of opportunist customers without
brand loyalty. Its labor-light store model is only suitable for making “Generation 1.0” tea drinks that have been in the
market for more than a decade, while leading fresh tea players have pioneered “Generation 3.0” products five years ago.

Luckin Tea (/J* &%): a generation 1.0 tea product benchmarking generation 3.0 competitors

Luckin Tea is the most important non-coffee product for Luckin — there are differences in coffee vs tea customer base and
consumption scenarios, thus theoretically Luckin Tea could help target and attract customers outside of its core coffee customers.
Luckin started its Luckin Tea trial in Beijing and Shanghai in Apr 2019 and launched in nationwide stores in May 2019. In September
2019, Luckin Tea was officially separated out as an independently operated brand and hired Xiao Zhan ( ¥ %) as the brand
ambassador.

Compared to tea drinks, coffee is more functional and appropriate for more formal occasions such as business. Tea drink buyers, on
the other hand, consume tea drinks for leisure and mostly care about the drink’s taste. While demand is not the limiting factor for
the tea drink industry, the main challenges lie in supply chain management and in-store production.

Coffee is a commodity with a standardized supply chain, while automatic coffee machines can greatly simplify coffee’s in-store
production process; both factors are quite straight-forward. On the other hand, our research shows that tea drink, especially the
“generation 3.0” product that Luckin Tea is benchmarking, is exactly the opposite, with much higher complexity in both supply
chain and in-store production.

Level of difficulty in various type of F&B categories

Supply Chain
(food storage & preparation, inventory mgmt, On-site
bulk/centralized procurement) cooking/baking/brewing
Chinese Cuisines Hard Hard
Hot Pot Hard Easy
Western Fast Food Moderate Moderate
Tea Drinks (generation 3.0) Hard Hard
Tea Drinks (generation 2.0) Easy Moderate
Tea Drinks (generation 1.0) Easy Easy
Bakery Food Easy Hard
Coffee Easy Easy

Source: Coffee_Detective research

China’s tea drink industry has developed from generation 1.0 product (tea-powder brewed) to generation 2.0 product (tea leaves +
creamer or milk), and then to generation 3.0 product (tea leaves + cheese milk topping + fresh fruits). Correspondingly, tea drink
consumers have developed discerning taste on flavors. As can be seen in the top 10 tea drink brand below, products from generation
2.0 and generation 3.0 currently co-exist in the market.
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Top 10 China Tea Drinks Brands in 2019
From left to right:

HeyTea, Nayuk1 Mixue Bmgcheng, Coco, Yidiandian, the Alley, Lele Tea, Good Me, Auntea Jenny, Happy Lemon
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e  Generation 1.0: standardized product brewed from tea-powder. Major chains include Jieke Milk Tea (#7 %), Happy Lemon
(% F474%) and mom and pop shops. Product cost is low, but taste is also subpar.
. Generation 2.0: bubble tea — pre-made tea (brewed from real tea leaves) with creamer/milk and bubble at order. Major

o Currently Coco Milk Tea has 3,000+ stores whlle Y1d1and1an has 2,000+ stores. Both brands operate under the
franchise model. This type of store has very limited store area (no seating)

o Due to restriction on supply chain, these stores are limited to fruits with long shelf-life such as lemon, which is why
they feature milk tea instead of fruit tea.

o Mixue Bingcheng (% § 7k 3X) is another generation 2.0 chain; it targets lower tier cities with low priced products

e Generation 3.0: tea drinks are made on the spot with real tea, cheese milk topping, and fresh fruits. Major chains include
HEYTEA (&%), Nayuki (&% #9%) and Lele Tea (R R %).

o Generation 3.0 is another significant upgrade from 2.0, with much better raw materials and correspondingly product
price also increases from RMB 10-15 to RMB ~30

o In-store decoration of generation 3.0 brands are often more “instagramable”, and they also provide seats to better
integrate the “3™ place” strategy like Starbucks

o Due to the raw materials upgrade and increased requirement for handling & processing of fresh fruits, the cost of
generation 3.0 products is higher both from material and labor perspectives

Luckin Tea is benchmarking generation 3.0 tea drink and its product lineup mainly copies HeyTea, which has been one of the most
popular tea drink brands in China. However, Luckin’s product R&D system as well as supply chain capabilities are based on
Starbucks and designed for coffee products, which are fundamentally different from the generation 3.0 tea product.

Coffee brands such as Starbucks and KFC mainly use pre-mixed powder for tea drink production: the flavors of tea and fruits mainly
come from tea powder and jam. These drinks are cheaper and easier to produce and are supplemental to the main coffee products.
Luckin has always been targeting an even simpler in-store production process than Starbucks to minimize the involvement of
employees. While Starbucks would mix different raw material powders, Luckin requires suppliers to blend as much raw material
powers as possible into a condensed paste, which then can easily be mixed with water on-site to produce tea drinks.

Product development for the generation 3.0 tea drink is the opposite: HeyTea and Lele Tea prioritize better and fuller taste over
efficiency/convenience. To ensure quality and flavor, raw products such as tea leaves, fresh fruits and toppings are often
directly sourced and selected. Product managers would then go through repeated test and trial of different combinations of raw
materials to achieve the optimal taste before promoting the product in-store. On-site production is very labor intensive, as the
fresh fruits are often peeled on the spot, and the cheese milk topping is blended and whipped by hand.

Luckin’s management made it clear that due to a large scale of 4,000+ stores and the pursuit of in-store efficiency, the company
won’t be able to afford fresh fruits. Instead, it would only adopt NFC juice, jam, and frozen fruits as substitutes. Luckin’s cheese
milk topping is also powder-made. Furthermore, no additional equipment is required for Luckin Tea products, which reinforces
our view that Luckin’s tea drink is essentially generation 1.0 product. Luckin Tea can’t replicate HeyTea products given its
R&D and supply chain model.
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Below picture shows a series of Luckin Tea product: each drink’s texture appears even and balanced, indicating that it is blended

from either NFC juice/jam; the bright color likely comes from artificial pigment. Limited fruits, mainly citrus with longer shelf-
life, are added likely for decorative purposes.
Luckin Tea Series

s
A

Starbuck Modern Mixology series launched in 2019 summer are similar to Luckin Tea above. The artificial coloring is quite apparent,
and the fruits are also mainly citrus. Some of these drinks have even mixed in the coffee element. Based on our research, Starbucks

own feedback is that they were on the right track to acquire younger customers with tea drink, but the products were not attractive
to target consumers as they had hoped.

Starbucks Modern Mixology Series
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The HeyTea products below have uneven texture with obvious layers of tea, fruits and cheese milk topping. The color is more

natural, and there are more variety of fresh fruits. The quantity of fruits is also much bigger than Luckin/Starbucks to provide a fresh
flavor instead of juice/jam.

HeyTea products

According to our research, Luckin Tea’s fruit tea products taste drastically different from generation 3.0 products they are
trying to imitate. There is an obvious taste of jam and artificial flavoring but barely any flavor of tea. The only product with fruit
pulp tastes like canned fruits. Customers also have limited choice on level of sweetness: most of the products could not be delivered
as sugar-free (feedback from Luckin’s stores indicates that sugar had been pre-blended in tea powder and jam). The limited
customization of products reflects on Luckin’s principal of standardizing and simplifying in-store operation. Yet it comes at the

expense of customer experience. Based on Meituan’s milk tea delivery industry report, only 7% of customers would choose full
sugar / high sugar while sugar-free is the top option when choosing milk tea products

To conclude, Luckin Tea is poorly positioned to compete in the tea drink market. It lacks product R&D, supply chain know-how

in-store production manpower to deliver high quality product. Luckin Tea is structurally not competitive with generation 3.0
tea drink plavers.
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Luckin Tea are priced at RMB 21, 24 and 27 before discount; after the standard 33% off, the price range is between 14 to 18, lower
than HeyTea/Nayuki but still higher than generation 2.0 products from Coco/Yidiandian. The other brands do not use price discounts
as a constant mark-down. Since taste is the key factor for tea drinks, and the consumption frequency is only once or twice a week,
Luckin Tea likely will end up resorting to price competition with an inherently lower quality product.

Price Comparison of Tea Drinks
RMB Luckin Tea HeyTea Nayuki CoCo A Little Milk Tea
Original Price 21-27 20-35 20-35 10-16 10-18
Discount price (33% off) 14-18

Source: Meituan
Other products: low gross margin business that’s inherently disadvantaged

In addition to freshly brewed drinks, Luckin also provides F&B products purchased from 3™-party suppliers, including 5 types of
NFC juices, 3 types of lunches (salad/noodles), 21 kinds of light meals (bread, desserts, sandwiches, etc.) and 20 kinds of snacks.
We’ve divided Luckin’s 3"-party products by their distribution requirement and shelf life.

Lunches (salad/noodles) and light meals (sandwiches, rolls, etc.) are perishable food that require cold chain supply. They are priced
at RMB 35-38 and RMB 13-24 originally. Luckin provides 34% discount for all lunches and light meals on its APP as well as
various coupons to bring the effective price down further. According to our research, customers think Luckin’s lunches and light
meals are mediocre. For example, Luckin’s salad has a big serving of veggies/fruits but little protein, and the taste is plain. Lunches
and light meals also require daily cold chain supply, thus the location of the vendors as well as cold chain logistics can be restricting
factors. Moreover, Luckin is quite conservative in perishable food inventory management. Thus, lunches and light meals are usually
sold out by noon, which is quite uncommon in F&B industry.

NFC juices, bakery products and desserts also require cold chain supply. Luckin’s NFC juices are OEM products supplied by Zero
Fruit Farm (48 & % 7). The original retail price of NFC juices is RMB 24. Post-discount price is slightly lower than the offline
retail price of Zero Fruit Farm’s own products. Bakery products and desserts are listed at RMB 13-16 and RMB 25, but with have
corresponding discounts. On-site staff needs to thaw bakery products before selling them because these products are also supplied
through cold chain logistics. However, most of Luckin’s stores are not equipped with heating equipment so Luckin’s bakery
products taste significantly worse than freshly baked/heated ones. Per our research, Luckin fits out its stores based on a
“modularized” design to expedite its new-store deployment. Initially, Luckin didn’t take heating equipment into consideration, so
there is little room for heating equipment in its existing stores. To our knowledge, Luckin’s product team doesn’t plan to add
heating equipment either and customers can only heat food themselves.

Snacks are easy to store and have no need for cold chain supply. Luckin’s snacks mainly target white-collar workers, and its number
of SKUs is higher than that of Starbucks and Costa. The original price of Luckin’s snacks varies from RMB 13 to RMB 30, and the
post-discount price would be RMB 9-20. Luckin’s snacks have no differentiation as they are existing products under 3™-party
suppliers’ own brands, which are available in all major retail channels. Customers cannot see the brands they are buying when
ordering snacks in APP only to find out later that they are not Luckin branded. We’ve compared the prices of Luckin’s snacks and
same products sold in other channels. Luckin’s post-discount prices are in line with the retail prices offered by offline
convenience stores, but on Tmall/JD and the O20 food delivery platforms the same products are 25% and 15% cheaper.

Same Product Price Comparison

ES R 71/ BREERE 020-FEfEFIFE
Tmall D Convenient Store 020 Food Delivery
Product Name % of Luckin APP price % of Luckin APP price % of Luckin APP price % of Luckin APP price
NFC Fresh Orange Juice 44% 41% 107%
Perrier 34% 37% 67% 65%
Evian 46% 36% 69% 83%
Nestle KitKat Green Tea Flavor Chocolate 73% 75% 104%
Luckin Cosomi Cracker 106% 73% 113%
Crispy Rolls Coconut 75% 90% 78%
Bourbon Elise Tonyu Wafers 97% 108% 136%
Maltesers Chocolate Balls 89% 57% 98%
Daily Nuts 75% 71% 98%
Africhain Dried Mango 97% 68% 98%
Mini Baumroll Milk Taste 73% 115% 91%
Toms Farm Honey Butter 69% 74% 100%
Organic Chestnut Kernel 80% 80%
Nestle KitKat Dark Chocolate 56% 27% 110%
Pocky Aimond Crush Taste 90% 90% 96%
Goodness of Nature Purple 109% 134% 74%
Ambrosial Premium Yogurt 89% 89% 88%
TKFood Saltyu Yolk Cookies 99% 95% 74%
Loacker Quadratini Napolita 57% 63% 98%
Average 77% 75% 94% 86%
Median 75% 74% 98% 85%

Source: Luckin app, Tmall app, JD app, offline convenience stores, Meituan app, Ele.me app
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According to the reported numbers, Luckin’s other F&B business has a lower ASP and a higher average COGS per item than

its freshly brewed drinks business. Per our research, Luckin’s procurement costs for 3™-party F&B products are already very low.
The company has already known its suppliers’ costs and used a cost-plus method to negotiate on pricing. Therefore, Luckin’s
suppliers’ margin should be relatively low and there is very limited room for further reduce procurement price.

Gross Profit Margin of Luckin’s Businesses

RMB Q118A Q218A Q318A Q418A Q119A  Q219A
Freshly Brewed Drinks

ASP 19.4 14.6 13.7 12.3 10.9 11.9
COGS per item 15.4 9.6 8.1 6.9 5.9 5.6
Outsourced Items

ASP 13.1 10.9 7.4 7.2 8.8 10.8
COGS per item 16.7 12.9 83 8.0 84 8.0
GPM -28% -18% -11% -10% 4% 26%

Source: Luckin quarterly reports

Luckin’s other F&B business is not competitive and cannot generate new traffic for its offline stores. Luckin entirely depends on
3"_party in product supply and has poor R&D capability, so its products lack differentiation and competitiveness. Unlike coffee,
Luckin doesn’t use a consistent brand in its other F&B business. Lack of heating significantly worsens the taste of its bakery
products and lunches (like noodles). 3"-party snacks are widely available in other channels and often at a cheaper price, such as
online ecommerce platforms and offline convenience stores. Compared to these competitors, Luckin is much worse positioned
with a lot smaller scale, very limited product SKU, inferior supply chain/inventory management expertise.

Business Model Flaw #5: The franchise business of Luckin Tea is subject to high compliance risk as it’s not registered with
relevant authority as required by law, because Luckin Tea launched its franchise business in September 2019 without
having at least two directly-operated stores fully operational for at least 1 year.

According to China’s Regulation on the Administration of Commercial Franchises { % d 4§52 & & &%) , the term
“commercial franchise” refers to such business operations by which an enterprise (“franchiser”’) owning a registered trademark,
enterprise mark, patent, know-how or any other business resource confers the said business resource to any other business operator
(“franchisee”) by means of contract, and the franchisee undertakes business operations under the uniform business model as
stipulated by the contract, and pay franchising fees to the franchiser!”.

Luckin Tea has clearly avoided associating with the franchise business model: it names its third-party operators “New Retail
Partners”, and specifically emphasizes that it doesn’t charge a franchising fee. Instead, company requires the “New Retail Partners”
to exclusively procure raw materials from Luckin and charges a share of gross profits after the store achieves gross profit breakeven'®,

However, the Higher People’s Court of Beijing had already provided judicial interpretation that charging any profit-sharing
or any product mark-up already constitutes as franchising fee'°. Therefore, whether the company calls it franchise model or
not, Luckin Tea is trying to operate a business that, by regulation’s definition, is a commercial franchise.

Sk KA ©E —

17 Regulation on the Administration of Commercial Franchises, regulation no.3; (B L44# 2T ELEN) £ =4, “ALiFET.. &4
WA EMBAR DkirE, A, FHHRKFEETRGLL OATHREFA) , UERHBABEELMAGEZT T RFTAILZEH

(AT HRMHFHA) R, MHAAZBLRAARZELA—WEERATHREE, FARFAIMRFAEZ2EFRANEEEDN
( http://www.gov.cn/zwgk/2007-02/14/content 527207.htm)
18 Luckin Tea would open independent stores from coffee, and is open for franchisee application with no franchise fee
(http://www.caixin.com/2019-09-03/101458373.html)
19 Regulation no. 5 of Notice of the Higher People's Court of Beijing Municipality on Issuing the Guiding Opinions of the Higher People's Court
of Beijing Municipality on Several Issues Concerning the Application of Law in the Trial of Disputes over Commercial Franchise Contracts,
“the parties concerned may stipulate the franchise cost by directly setting forth the amount thereof in the franchise contract or in the form of
reward points of payments for goods, a percentage of profits, training expenses, etc.” ( { A KT HAARFIE X T FILH L4525 4R 2
DEFERNZTEZTRANEFEL) F25, “SFATULANFLEETLRATABRARHFEETRN, LTUELRKE L, BA)
k. BN ED XA 24522 % B”) (http://www.bjcourt.gov.cn/ssfw/spzdwi/detail. htm?NId=25000086&channel=100014003)
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Lukin’s Presentation on Luckin Tea’s “New Retail Partners” Model
Differences between New Retail
Partners model vs. traditional
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Source: “After 2 months, Luckin announced that Luckin Tea brand will be operated independently and introduced partnership
model” https://new.qq.com/omn/TEC20190/TEC2019090300532000.html

According to Administration of Commercial Franchises regulation no. 7, a qualified franchiser needs to own and operate at least 2
direct stores for over 1 year?’. Luckin Tea did not have any independent operating stores until October 2019 according to
Luckin’s COO Liu Jian?!. Therefore, Luckin Tea has not met China’s regulation requirement to qualify as a franchiser.

Another evidence is that it also still needs to register with the relevant department of Ministry of Commerce within 15 days of
signing its first franchisee agreement, according to regulation no. 822. However, we have searched the key words “Luckin Tea”
and “Luckin” in both English and Chinese (“/> £%” and “3 %) on Ministry of Commerce Commercial Franchises
Information Registration System (http://txjy.syggs. mofcom.gov.cn/), and found no companies registered with these keywords.

Search Results on Ministry of Commerce Commercial Franchises Information Registration System
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20 Regulation on the Administration of Commercial Franchises, regulation no.7; { B k4428 F L EH) FLEMAHAL HFANEH
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The potential consequences of Luckin Tea’s violations of these regulations: violating regulation no. 7: commercial administrative
department shall order the company’s correction, confiscate all illegal income, impose a fine of more than RMB 100k and less
than 500k, and make an announcement on the violation?*. Violating regulation no. 8: Competent Commercial Department shall
order record procedure within specified time limit, a fine of more than RMB 10k and less than 50k shall be imposed; if no record
has been made within the time limit, a fine of more than RMB 50k and less than 500k shall be imposed, and a public
announcement on the violation shall be made?*. Negative impact of not satisfying “lawful business operations” might far exceed
the fine amount for a listed company.
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24 Regulation on the Administration of Commercial Franchises, regulation no.25; { L FHF2EFFREH) F T 25 HIFARREBLR
EBIBEANKOAR GRS EZFNTEEN, ARFEFHNTRARNEE, R 17 ARLESHFAUATHTR, @PHTREEN, &S5
FAVALE 107 TATH2, #F T 2. (http://www.gov.cn/zwgk/2007-02/14/content 527207.htm)

89



http://www.gov.cn/zwgk/2007-02/14/content_527207.htm
http://www.gov.cn/zwgk/2007-02/14/content_527207.htm

