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Report Date: December 16, 2021 Industry: Real Estate Services

Company: Stock Price: $18.68
KE Holdings Inc.
Market Cap: $22.2 billion
Ticker:
BEKE US Average Daily Volume (3-month): $196.6 million
BEKE: Luckin Coffee’s for These Closers!
Summary

We are short BEKE because we conclude the Company is engaged in systemic fraud, by our estimate, inflating its
new home sales GTV by over ~126% and its commission revenues by approximately ~77-96%. We found massive
discrepancies between the transaction volumes, store count and agent count reported to investors and the transaction
data from our multi-month data collection program from BEKE’s platform. We corroborated these discrepancies by
spot-checking our findings through primary due diligence on BEKE’s stores, including field interviews and site visits.

BEKE’s mantra, oft repeated on Company earnings calls, is “doing the right thing, even if it is difficult.” Nothing
could seem further from the truth. Put simply, we found massive fraud, including a likely sham acquisition seemingly
designed to mask the fraudulent revenues. Our field work found ghost stores, clone stores and undisclosed schemes
to inflate revenues by round tripping cash through connected brokerages. Similar to Luckin Coffee, this is a real
business with significant amounts of fraud. The following is a road map through BEKE’s multivariate fraud.

GTYV and Revenue Inflation. BEKE claims to operate China’s leading integrated housing transaction platform.
BEKE’s value proposition is built on its claim to have the leading market share, measured by gross transaction value
(GTV), in brokered housing transactions in China. The Company claims a market leading GTV in existing and new
home sales through its in-house brokerage (Lianjia) and its connected stores. BEKE also claims a GTV growth rate
that vastly outperforms the underlying housing market.

We wrote a program to collect the transaction data on BEKE’s platform. This is a similar approach to how we
researched JOYY and GOTU. Then we spot-checked the results through field interviews, site visits and physical store
checks. The results showed that BEKE, in our opinion, is massively inflating the GTV of new home sales on its
platform and the commission revenues derived therefrom. Based on data collected from BEKE’s platform over the
third quarter and extrapolated from half of the second quarter of 2021, we estimate that BEKE’s platform GTV was
only RMB 1,177 billion in 2Q-3Q 2021, roughly a ~65% inflation of the claimed GTV over the 2Q-3Q period. In
the critical new home sales category, the primary driver of BEKE’s revenue, we estimate that BEKE overstated GTV
by ~126% in 2Q-3Q 2021.

RMB BN 2Q21 3Q21 20Q-3Q 2021
Reported home sales GTV 1,150 788 1,939
Home sales GTV estimate from collected data 656 521 1,177
Inflated % 75% 51% 65%

Our platform data collection showed massive exaggeration of GTV, but even this might understate the magnitude of
the deception, as our field work and site visits indicate that the platform contains a significant inflation of stores and
agents.
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Because BEKE’s commission revenue is a function of its GTV, and principally BEKE’s new home sales GTV, we
conclude from our estimates that BEKE’s revenues are significantly inflated even at BEKE’s reported commission
rates. However, based on field work and agent interviews, we believe that BEKE’s real commission rates are lower
than claimed. We estimate that BEKE’s revenues are inflated by approximately ~77-96%. We also found
evidence that the Company is round- tripping cash to franchised brokerages in order to artificially inflate commission
revenues.

Ghost Stores: Field Work Shows Fake Stores on BEKE’s Platform. The graph below uses BEKE’s reported
numbers to show the relationship between stores and agents on the platform on one hand, and the resulting reported
revenue on the other. It is clear that the number of agents and stores drives revenue. However, we conclude that far
fewer stores and agents use the platform (or even exist) than BEKE claims.

Purported Growth in Revenue and GTV Supposedly
Fueled by Growth in Agents and Stores

Our data collection of BEKE’s platform indicates that the reported total store count at the end of 2Q was inflated at
least 23%. However, this likely understates the true extent of the deception.

Field work and site visits to the stores on the platform show a pattern of ghost stores among brokerages that are listed
by BEKE as “active” on its platform, and yet were shut down or nonexistent when visited. Accordingly, we believe
that BEKE operates far fewer brokerages than even the count on its platform shows.

One example is the Zhonghuan store at Nanchang Ershishanzhong, which was shown to be ‘active’ on its platform,
with close to 100 properties listed for sale from that brokerage. But when our investigator visited the address for the

store from its SAIC registration, they found a derelict and abandoned store front located in a former gate guard’s room.

Ershishanzhong Store Registered Address
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Source: Screenshot of SAIC Registration Displayed on BEKE’s Platform and MW Investigator’s Photo

In another example in Sanhe Langfang, we found two separate active stores on the platform at the exact same location.
Upon visiting the store, the agent confirmed to our investigator that the two stores had been folded in to one, despite
both appearing as two separate and distinct brokerages on BEKE’s platform.

Only one Lianjia Store was found following the directions

Source: Site Visits: Langfang Tianyangcheng branches No. 2 and 15 are the same store

Where we should have found two stores, we only found one. And this was far from the only instance in which site
visits and field work uncovered one store masquerading as two or more stores on the platform.

Of the 51 Lianjia stores we should have found in Langfang, 19 were ghost stores. In this city alone, site visits and
field work indicate that BEKE overstated the store count by 59%. We believe that Langfang is representative of the
Company’s web of lies, and that such ghost stores are endemic.

We even found a pattern of clone stores, in which multiple stores appear on BEKE’s platform with the same or similar
location. Field work indicates that despite the appearance of multiple active stores, often only one exists in practice.
This pattern of clone stores is powerful evidence supporting our conclusion that there are far fewer stores than appear
on BEKE’s platform, meaning that BEKE’s exaggeration of its store count to investors is likely far more egregious
than even the platform data suggests.
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Sham Acquisition. One of the hallmarks of US-listed Chinese companies that have collapsed amid evidence of fraud
is the use of sham transactions to funnel shareholder money and burn off non-existent cash balances. Typically, the
company overstates the value of an acquired asset, sometimes secretly purchased from proxies connected to insiders.
Here we found an example that we think is textbook. SAIC data show that BEKE routed part of an acquisition through
a straw buyer controlled by likely proxies,' a trick we have seen many times among US-listed Chinese companies to
inflate the purchase price of the asset.

Even Agent Count Overstated.

BEKE’s is a multivariate fraud, with layers of deception metastasizing throughout its business and representations to
investors. Our data collection of BEKE’s platform indicates that the agent count BEKE reported in its [PO prospectus,
secondary offering, and other financial reports is substantially inflated. But much like the store count, field work and
independent evidence from government real estate registries suggest that the agent count is even more exaggerated
than appears at first.

For example, in BEKE’s primary market, Shanghai, it claims to have 21,000 agents. But SAIC data for its three
Shanghai brokerage subsidiaries show only 9,998 employees, indicating that BEKE is significantly inflating its
agent count. We see the same pattern when we compare BEKE’s disclosures with independent records from the
Company’s other key market, Beijing.

BEKE has made it clear that GTV and revenues are a function of the number of agents it employs, meaning that such
agent overstatement tracks closely with other independent data points showing GTV and revenue exaggeration.

Ultimately, we think BEKE is defrauding the capital markets by exaggerating its GTV, new home sales, revenues,
agents, and stores.

Data Collected from BEKE’s Platform Indicates Massive New Home GTV and Revenue Fabrication

We wrote a program to collect the transaction data on BEKE’s platform and spot-checked the results with public
record searches, field interviews, site visits, and physical store checks. (See Appendix I for a description of the
methodology of collection and estimation.) We conclude that BEKE is massively inflating the GTV of new and
existing home sales on its platform and the commission revenues derived therefrom. Our estimate from the data
collected from BEKE’s platform indicates that that BEKE’s platform GTV was only RMB 1,177 billion in 2Q-3Q
2021, roughly a ~65% inflation of the claimed GTV over that six-month period. In the critical new home sales
category, the primary driver of revenues, we estimate that BEKE overstated GTV by ~126% in 2Q-3Q 2021.%

BEKE’s foundational claim to investors is that it operates China’s leading integrated housing transaction platform for
the sale of new and existing homes. BEKE claims that its “platform playbook” enables the digitization of housing
transactions through its agent cooperation network (ACN), a SAAS residential real estate platform that captures online
and offline sales transactions for new and existing homes in China by Company owned Lianjia brokerages and
connected stores.

" SAIC data is from QiChaCha.

2 Our program captured the transaction data on BEKE’s platform from May 25 to October 22, 2021. Please see Appendix 1 for
data collection methodology.

? BEKE, F-1 Prospectus and 2020 Annual Report
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Source: BEKE August 2021 investor presentation4

BEKE’s platform primarily generates revenues through commissions from the sale of new and existing homes through
two networks of real estate brokerages: 1) Company-owned Lianjia stores, and 2) brokerages that are supposedly not
owned by the Company but sell homes through BEKE’s platform (e.g. Deyou and other brokerage brands).

BEKE claims that as its market share of home transactions through its platform grows, this ballooning GTV will
produce network effects allowing BEKE greater pricing power for fees and commissions. Management referred to
such network effects as creating a “self-reinforcing virtual cycle of efficiency and stack scalability.. . which further
enhances the appeal of the platform. Thus, most analysts cite GTV as the primary driver of BEKE’s prospects and its
stock price.

To assess the authenticity of BEKE’s reported GTV and associated commission revenues, we wrote a program to
collect the publicly available booking data on BEKE’s platform. Details of its methodology are in Appendix I.

The program begins with the Find Agent function in the app. After finding the agents, it collects the stores with which
they are affiliated and the store information. Then it collects the transaction information and other transaction details
that are included in its code. The BEKE’s platform contains at least 15 collectable data points, including the total
number of new and existing home sales on the platform. The Lianjia and Deyou agents with whom we spoke also
confirmed that the transactions posted on the external network match up with sales transactions on their internal
network.® We collected and analyzed code and detailed transaction data accessible via BEKE’s external platform
from May through mid-November 2021, enabling us to compare BEKE’s claimed GTV over that period to the GTV
evidenced by the data on BEKE’s platform.

To verify that our collected data was comprehensive, we compared the key metrics from the data we collected from
the platform with BEKE’s SEC disclosures. BEKE reported connecting with 278 real estate brokerage brands other
than Lianjia.7 In our July data collection, we identified 310 brands. BEKE stated that its Lianjia stores operate in 29
cities in China.® Our collected data captured Lianjia brokerage transaction data in 29 cities. BEKE reported that its

4 https://s25.q4cdn.com/166451781/files/doc _financials/2021/q2/BEKE-2Q21-Investor-Presentation.pdf

5 BEKE, Q1 2021 Earnings Call, May 19, 2021.

® The main differences between the internal and external platform data displayed was that the externally displayed data did not
show buyer and seller information and the transaction postings would be delayed by about two weeks to prevent outside buyers
or agents from trying to interfere with the transaction, i.e. poach sales.

" BEKE 2020 20-F, p.60
¥ BEKE 2020 20-F, p.60
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platform includes connected brokerages in “more than 100 economically vibrant cities in China.”® We collected
transaction data from connected and franchise stores with agents for 142 cities, including Beijing and Shanghai.

BEKE claimed that the GTV on its platform from home sales was RMB 1,150 billion and RMB 788 billion in 2Q
2021 and 3Q 2021, respectively. However, the data collected from BEKE’s platform implies 3Q platform GTV of
RMB 521 billion, compared to a reported RMB 788 billion, a ~51% overstatement. Adjusting for the partial Q2 data,
using company favorable assumptions yielded an estimated ~75% overstatement. Our combined estimate for Q2-Q3
is that BEKE inflated its reported platform GTV by roughly ~65%.

RMB BN 2Q21 3Q21 20Q-3Q 2021
Reported home sales GTV 1,150 788 1,939
Home sales GTV estimate from collected data 656 521 1,177
Inflated % 75% 51% 65%

Source: MW Data Collection
a. New Home Sales GTV Inflated by ~126%

BEKE claims that its GTV from new home sales on its platform was RMB 908 billion in Q2-Q3, 2021."° Based on
the number of new home sales collected and the average sales price reported by BEKE, we estimate that BEKE’s
actual GTV from new home sales was only RMB 402 million, indicating that BEKE likely inflated new home GTV
by at least approximately ~126%.

The methodology for comparing BEKE’s claims against the data we collected for new home sales on its platform was
straightforward and required few assumptions. We collected data covering late May through mid-November 2021,
which gave us the number of new home transactions on the platform during that period for both Lianjia and connected
brokerages. We then multiplied this transaction data by the new home prices previously disclosed by BEKE, which
given the exaggeration evident throughout BEKE’s business, is company favorable.

In its SEC filings, BEKE disclosed the average price per new home transaction on its platform for both Company
owned and connected brokerages in 2020. For Lianjia, BEKE disclosed GTV and the number of transactions, which
yield an average price of RMB 2.06 million per new home. For the connected brokerages, BEKE numbers equate to
an average price of RMB 1.4 million per new home.'' Independent housing data shows that the price of new homes
in China has remained flat from 2020 to 2021."> Accordingly, we use the average prices for 2020 reported by BEKE
in its SEC filings to estimate the associated Q2 and Q3 2021 GTV from the collected transaction data.

The table below shows the number of new home transactions collected from BEKE’s platform for Lianjia stores for
two overlapping 76-day windows."

Lianjia-New Home Sales

* BEKE 2020 20-F, p.54

10 BEKE 6-K, August 12, 2021, November 9, 2021

""" BEKE 2020 20-F, pp. 91, 99

12 https://www.creprice.cn/

'3 The data from the BEKE platform is available in 76-day increments.

Page 7 of 77



May 25, 2021 - Aug 8, 2021 June 30, 2021 - Sep 13, 2021
Ref. |City # of transactions| Ref. |City # of transactions
1 Dalian K& 1,119 1 Dalian KA 1,144
2 Shenyang | 7fH 680 2 Shenyang | 7fH 660
3 Jinan GrE 1,082 3 Jinan GFEE 782
4 Chengdu ReER 4,180 4 Chengdu RED 4,240
5 |Zhengzhou %I 1,046 5 |Zhengzhou |¥fIN 745
6 Changsha | Kb 432 6 Changsha [/ 339
7 Qingdao 5 585 7 Qingdao 5 495
8 Foshan Ll 209 8 Foshan Bl 181
9 [Nanjing Bt 787 9 [Nanjing B 699
10 |Yantai = 522 10 |Yantai 1H &S 403
11 |Guangzhou | JN 659 11 |Guangzhou | J 664
12 [Shijiazhuang [ G5 E 337 12 |Shijiazhuang [G% 315
13 Tianjin Ko 808 13 Tianjin R 717
14 |Hefei =yt 388 14 |Hefei =yt 348
15 [Wuhan I 1,238 15 [Wuhan I 1,129
16 Xi'an P52 614 16 Xi'an V%% 693
17 Hangzhou [0 312 17 Hangzhou  [fiTM 340
18 Wuxi T 159 18 Wuxi T 94
19 |Beijing db 1,661 19 |Beijing db5e 1,379
20 [Suzhou T 363 20 |Suzhou panlil 323
21 |Shanghai | [)E 1,278 21 Shanghai | )& 1,328
22 |Langfang |Fi¥y 97 22 |Langfang |i¥y 69
23 |Xiamen Bl 154 23 |Xiamen El] 108
24 Chongging |EE X 859 24 Chongging  |EE[X 940
25 Dongguan |ZR5E 68 25 Dongguan  |7R5E 57
26 |Shenzhen _ |ZEIl 222 26 |Shenzhen |ZEHI| 207
27  |Zhongshan |Hr(l] 55 27 Zhongshan |§1[] 61
28 |Huizhou =N 49 28 |Huizhou  |FM 40
29  |Haikou S| 0 29 Haikou VL] 1
Total 19,963 Total 18,501

Combining the average value per transaction reported by BEKE in its SEC filings with the number of home
transactions revealed in our data collection, we estimate that BEKE’s GTV from the sale of new homes through both
its Lianjia and connected brokerages was only RMB 402 billion in Q2-Q3 2021. Therefore, based on the collected
data we estimate that BEKE inflated GTV by at least ~126% in Q2-Q3 2021."

' For details on the methodology, assumptions, data and calculations in the estimates see Appendix L.
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The Collected Data Suggest BEKE Grossly Overstates its New Home GTV

Avg. Price 76 days (May 25 - Aug 8) 2Q2021 (91 days) | 2Q2021 2Q2021
RMBM per Home |# of new homes | Estimated GTV | Estimated GTV [ Reported GTV| Inflated%
New homes - Lianjia 2.06 19,963 41,099 49,211 83,800 70%
New homes - Connected Stores 1.40 93,975 131,668 157,655 414,500 163%
Total 113,938 172,767 206,866 498,300 141%

Avg. Price 76 days (Jun 30 - Sep 13) 3Q 2021 (92 days) 302021 302021
RMBM per Home |# of new homes | Estimated GTV| Estimated GTV | Reported GTV| Inflated%
New homes - Lianjia 2.06 18,501 38,089 46,108 72,550 57%
New homes - Connected Stores 1.40 87,998 123,293 149,249 337,550 126%
Total 106,499 161,382 195,358 410,100 110%

Avg. Price 152 days 2Q-3Q 2021 2Q-3Q2021 | 2Q-3Q 2021
RMBM per Home |# of new homes | Estimated GTV | Estimated GTV [ Reported GTV| Inflated%
New homes - Lianjia 2.06 38,464 79,189 95,319 156,350 64%
New homes - Connected Stores 1.40 181,973 254,961 306,904 752,050 145%
Total 220,437 334,150 402,224 908,400 126%

Put simply, data collected over months directly from BEKE’s platform strongly indicates that the Company is
massively exaggerating new home GTV and revenue from its platform, a pattern we also see when we analyze existing
home sales."

b. Existing Home Sales GTV Also Significantly Exaggerated
BEKE reported GTV of RMB 1,030 billion from existing home sales in Q2-Q3, 2021. However, our estimate from

the data collection from the BEKE platform indicates that the real GTV was only approximately RMB 775 billion in
that period, meaning that we estimate a ~33% GTV inflation over Q2-Q3 2021 for existing home transactions.

2Q2021 3Q2021 2Q-3Q2021
RMB M Reported | MW estimate | Inflated% Reported | MW estimate | Inflated% Reported | MW estimate | Inflated%
GTV of existing home sales by Lianjia 309,500 216,839 43% 185,300 160,866 15% 494,800 377,706 31%
GTV of existing home sales by connected stores 342,500 232,630 47% 192,900 164,791 17% 535,400 397,421 35%
GTV of existing home sales 652,000 449,469 45% 378,200 325,657 16% 1,030,200 775,126 33%

The methodology for estimating existing home GTV required more assumptions than for new homes. Our estimate
of BEKE’s GTV exaggeration of existing home transactions would be significantly greater had we not intentionally
made so many assumptions in the Company’s favor.

Our program collected hundreds of thousands existing home transactions during the period. For many such existing
home transactions, prices were also readily available, making price assumptions unnecessary. For other existing home
transactions, however, price assumptions were necessary to estimate GTV. In Appendix I, we set forth a detailed
explanation of our calculation showing that where assumptions were necessary, we made a point to make such
assumptions in favor of the Company.

Despite such conservatism, the data nevertheless shows material exaggeration of GTV when compared with BEKE’s
claims. On a blended basis, we estimate that BEKE overstated its GTV from new and existing homes by
approximately ~65% in Q2-Q3 2021, with the exaggeration especially pronounced in the critical new home category
(~126% inflation). BEKE’s exaggeration of new home sales on its platform has a disproportionate impact on its
revenues.

'3 Please see Appendix I for data collection methodology and results
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We Conclude that BEKE Inflates Revenues by approximately ~77%-96%

Because BEKE’s commission revenue is a function of its GTV, and principally BEKE’s new home sales GTV, we
conclude from our estimates that BEKE’s revenues are significantly inflated, even at BEKE’s reported commission
rates. However, based on field work and agent interviews, we believe that BEKE’s real commission rates are lower
than claimed. Based on our macro work with the platform data and our field work spot checking commission rates,
we estimate that BEKE’s revenues are inflated by approximately ~77%-96%.

BEKE primarily generates revenues through commissions from the sale of new and existing homes through two
channels of real estate brokerages: 1) BEKE’s Company owned and operated Lianjia brand stores, and 2) brokerages
that are not Company owned but sell homes through BEKE’s platform (e.g. connected stores such as the Deyou
franchise brand stores and other brokerage brands’ stores).

Revenue recognition differs according to the accounting treatment of each category. Revenue is recognized on a gross
basis for commissions for new homes sold by both BEKE’s brokerage, Lianjia; and, connected brokerages including
the Deyou franchise. Gross commission revenue is also recognized for sales of existing homes by Company owned
brokerage, Lianjia.

By contrast, revenue is recognized on a net basis on the sales of existing homes by connected brokerages on BEKE’s
platform. BEKE collects a platform service fee of 8% of such commissions as well as smaller, miscellaneous fees.'®

Table: Revenue recognition for different types of home sales

Type of stores Relationship with BEKE New Home Sales Existing Home Sales
Lianjia Subsidiaries Gross Gross
Connected stores Users of BEKE platform Gross Net

Gross accounting BEKE accounts 100% of commissions as BEKE’s commission revenue

Net accounting BEKE accounts 8% of commissions as BEKE’s commission revenue

Because BEKE recognizes commission revenues on a gross basis for all new home sales (regardless of whether the
brokerage is owned by BEKE or not), new home sales on BEKE’s platform are the primary driver of revenue
growth. This has also made BEKE’s business vulnerable to a slowing property cycle, as beginning in Q3 2021, new
and existing home sales in China stalled and residential property prices began declining.

Based on BEKE’s reported home sales GTV and service revenues, BEKE’s reported commission rates for new home
sales were 2.79% in 2Q 2021 and 2.76% in 3Q 2021. The reported commission rates for Lianjia stores’ existing home
sales and connected stores’ existing home sales were 2.75% and 0.32% in 2Q 2021 and 2.86% and 0.41% in 3Q 2021.

Reported commission rate 2Q 2021 30Q 2021 20Q-3Q 2021
New home sales by Lianjia and connected stores 2.79% 2.76% 2.77%
Existing home sales by Lianjia 2.75% 2.86% 2.79%
Existing home sales by connected stores 0.32% 0.41% 0.35%

Applying BEKE’s reported commission rates to the GTV data collected from BEKE’s platform, we calculate that
BEKE’s actual home transaction services revenues were only approximately RMB 23 billion in the past two quarters,
suggesting ~77% revenue inflation. However, we believe that the actual revenue inflation is far greater.

' The connected stores are the brokerage firms on the BEKE platform under the brands of Deyou and others except for Lianjia.
BEKE gets 8% platform service fee from the commission earning by the other brands from the existing home sales.
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BEKE Likely Inflated Its Home Sales Transaction Services Revenues (using reported commission rates)

2Q2021 3Q2021 2Q-3Q2021

RMB M Reported | MW estimate | Inflated% Reported | MW estimate| Inflated% Reported | MW estimate | Inflated%
GTV of new home sales by Lianjia and connected 498,300 206,866 141% 410,100 195,358 110% 908,400 402,224 126%)|
Reported commission rate 2.79% 2.79% 2.76% 2.76% 2.77%: 2.77%:

Rev fromnew home sales 13,900 5,770 141% 11,300 5,383 110% 25,200 11,153 126%
GTV of existing home sales by Lianjia 309,500 216,839 43% 185,300 160,866 15% 494,800 377,706 31%)
Reported commission rate 2.75% 2.75% 2.86% 2.86% 2.79%: 2.79%

Rev from existing home sales by Lianjia 8,500 5,955 43% 5,300 4,601 15% 13,800 10,556 31%)
GTV of existing home sales by connected stores 342,500 232,630 47% 192,900 164,791 17% 535,400 397,421 35%
Reported commission rate 0.32% 0.32% 0.41% 0.41% 0.35%| 0.35%]

Rev from existing home sales by connected stores 1,100 747 47% 800 683 17% 1,900 1,431 33%
GTV of home sales 1,150,300 656,335 75% 788,300 521,015 51% 1,938,600 1,177,350 65%)
Revenue from commission of home sales 23,500 12,473 88% 17,400 10,667 63% 40,900 23,140 77%

Source: BEKE'’s Public Filings, Data collected from BEKE's platform, MW calculation

Independent evidence and field work (including agent interviews) strongly suggests that BEKE’s realized commission
rates are meaningfully lower than the figures reported to investors.

A former Lianjia agent in Shenzhen published a tell-all blog in 2020, revealing that BEKE company policy was to go
as low as 2% on commissions, despite official rates of 3%."7 The agent described the difficulty in securing clients
when other agents from small, local brokerages would work for as little as 0.5%, and how other chain agencies could
go as low as 1%.

Our field work corroborates such steep discounts. Different cities offer different standard rates. Investigators visiting
BEKE brokerages were advised on several occasions by BEKE agents that they could drop the commission rates well
below the official 3% rate.

For the nine cities where we conducted field work and discussed home purchases with Lianjia and connected store
agents, the average discounted commission rate was close to 2%, with Sanhe Langfang at 2.4%, Beijing at 2.2%, five
New Tier 1 cities and one second tier city at 2%, and Xiamen offering as low as 1.8% (down from 3.5%)."® We believe
that customers who utilize more aggressive or stubborn negotiation tactics may be able to obtain even lower rates.

After Effective
Commission Rate (%) Standard Buyer Seller Discount Discount (%)
Beijing 1t 2.7 2.7 0 22 18.5%
Sanhe Langfang = /A [ER 15 27 2.7 0 24 11.1%
Dalian K& 3 1 2 2 33.3%
Qingdao &5 3 n/a n/a 2 33.3%
Xiamen /&[] 3.5 2.5 1 1.8 48.6%
Guangzhou I~ N 3 2 1 2 33.3%
Shenzhen 73l 3 2 1 2 33.3%
Nanchang & 2.5 1 1.5 2 20.0%
Hangzhou fp M 3 1.5 1.5 2 33.3%

If commission rates are actually closer to 2.25%, we estimate that BEKE’s revenues would likely be inflated by ~116%.
However, in the following table, we calculate BEKE’s revenues based on a 2.5% commission rate, which we think is

17 https://zhuanlan.zhihu.com/p/142956970, dating back to the period of its US IPO announcement
'8 Conversations with Lianjia stores’ and connected stores’ agents
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conservative. Even using such a conservative assumption, we estimate that BEKE’s revenues are likely inflated by
~96%.

BEKE'’s Estimated Revenue Overstatement Would be 96% if Commission Rates were 2.5% (2Q-3Q 2021)

RMBM MW estimate GT'V| Commission % | MW estimate Rev.|Reported Rev. | Inflated%
New home sales by Lianjia and connected 402,224 2.50% 10,056 25,200 151%
Existing home sales by Lianjia 377,706 2.50% 9,443 13,800 46%
Existing home sales by connected stores 397,421 0.35% 1,410 1,900 35%
Total Home sales 1,177,350 1.8% 20,909 40,900 96%

Site visits uncovered another scheme to inflate commission rates. In the course of our investigation into Lianjia’s
operations, we found that Lianjia has also been franchising its brand, starting from at least 2017."” We found that
substantially all of Zhengzhou’s Lianjia brand stores are franchises, not company owned and operated.* We also
found what appear to be 24 Lianjia franchise stores in Shanghai.®' Although we suspect that undisclosed Lianjia
franchise revenue is impermissibly booked as revenue from a Company-owned store, we did not deduct or adjust
commission rates for such undisclosed franchised Lianjia stores in our calculation (in order to be favorable to the
Company).

e Field Work Indicates Commissions Inflated by Round Tripping Company Cash
We also found evidence that the Company is round tripping cash to connected brokerages in order to artificially inflate
commission revenues. When we sent investigators to Deyou stores, we learned that Deyou has what it calls a “pilot
store program” wherein it offers certain Deyou franchise stores 10% of the store’s assessed value in cash in exchange
for a higher percentage of the store’s commission revenues.”> These “investments” are off the books. More damningly,
BEKE reportedly makes these payments in installments, which presumably makes it easier to match BEKE’s outflows
with the inflated commission inflows.
Below is a translated excerpt of a conversation between our investigator and a Deyou store manager:
Deyou manager: You are talking about our pilot program...it is difficult for newcomers to take part in.
Investigator: Hard to participate in?
Deyou manager: Yes. For new stores, because we have relatively high requirements for the pilot stores.

Investigator: What kind of future performance requirements have to be achieved?

Deyou manager: Under normal circumstances, for example, if your annual performance is more than 2.5
million, you are eligible, and someone will contact you.

Investigator: If one year's performance reaches Rmb 2.5 million, you can be eligible to participate.

Deyou manager: Yes.

19 https://www.sohu.com/a/194451125 99966714

2% The data collected from BEKE’s platform contains 198 Lianjia stores in Zhengzhou of which 193 provided working links to an
image of their SAIC registration certificates. Yet none of these 194 stores are Lianjia or BEKE owned.

2 For example: FEF L —IE, FIBAA S\ APRE A E]: https:/m.ke.com/store/37068800690225911184.html,
EMIEEE, B4 B 22 2% hitps:/m.ke.com/store/38005700720911812945.html

2 B
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Investigator: So if participating [in the program] how much will the platform invest?

Deyou manager: The platform invests very little money. The platform only invests 10%. For example, the
platform will invest 10% based on a valuation. The platform does not hold shares, and the investment does
not account for shares, but the platform fee will increase a bit.

Investigator: Invest money without holding shares. That then would be...

Deyou manager: For example, if I value this store at 4 million, for example, I invest 10%, but it’s not Rmb
400,000, right, I gave the Rmb 400,000 in batches. This is the first, and the second, we invest but I don't take
shares, but your expenses will increase. For example, an increase of 1% point per year, that is the maximum
number, of points that cannot be increased. Can you understand? For example, if you have 8 points this year,
you may have 9 points next year.

Investigator: In other words, the platform fee charged by your platform will increase, but it will not receive
shares.

Deyou manager: Yes.

Investigator: This is based on the valuation. How is the valuation calculated? In other words, is the valuation
calculation based on the annual sales of my store or based on what, or the registered capital, or what?

Deyou manager: Generally speaking, the sales to the platform account are used to calculate the annual
performance.

Investigator: That is equivalent to saying that the platform gives money. What do you mean it will not hold
shares? It means that it will not own any shares?

Deyou manager: Yes. Will not participate in profit distributions.
Investigator: Not taking distributions.
Deyou manager: This is the pilot [program], this is for just select stores.

As described, Deyou would not take an equity stake or seek a profit distribution. Instead, it just increases its
commission rates from 8% to 9%, which is a 12.5% increase. Since this process requires no recording of an investment
stake with the SAIC, it would be difficult for investors to verify without field work. Additionally, as the “investment”
is made in batches, the outflows will be smaller and smoother, creating less lumpiness in the balance sheet and cash
flow statements. This seemingly creates a simple and tidy means for BEKE to round trip funds and boost its cash
flows from commission revenues.”

Based on these various interactions, we believe there is both a lower real commission rate earned, and a commission
inflation scheme being carried out through these “pilot programs” and likely other schemes.

Ultimately, BEKE’s value proposition to investors is the GTV from transactions on its platform and related revenues.
Yet our data collection from BEKE’s platform over the last few months causes us to conclude that the number of

2 This does not refer to the Pontus investments in Deyou franchise stores which can be seen in the SAIC company registries.
Furthermore, reviews of the Pontus Development HK operations also show systematic investments into the Deyou connected stores,
normally taking a 10% equity stake. Our reviews of the SAIC records found over 400 as of Dec 31, 2020 instances of such
investments. We believe the intent of these investments is similar to the “pilot” program, with the primary difference being that
the “pilot program” does not require reporting changes in equity takes to the SAIC, allowing it to fly below the radar.
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transactions and GTV are meaningfully much lower than the reported figure, and that the real commission rate earned
from home sales is likely significantly lower than claimed. Even if we make the conservative assumption that
commission rates are closer to 2.5%, we estimate that BEKE’s revenues in 2Q and 3Q are likely inflated by ~96%.

Ghost Stores and Clone Stores: Field Work and Site Visits Show Inflated Store Count

Spot-checking BEKE’s platform shows that even the platform overstates its store and agent count. To corroborate the
data, we conducted field work and physical site visits, which showed a pattern of ghost and clone stores: brokerages
that existed only on the platform, but not in reality. We believe that BEKE uses these ghost and clone stores to
inflate its store count and related GTV and revenues.

a. Platform Data Indicates Material Store Count Inflation

As of June 30, 2021, BEKE claimed to have 52,868 stores, a 12% increase from 2020.*

However, the actual number of stores collected from BEKE’s platform undermines the Company’s claims. Our data
collection showed that as of July 16, 2021, the platform listed only 43,026 stores, suggesting that BEKE’s 2Q21 store
count was inflated by at least 23%.

Comparison of BEKE Claimed Store Number vs. BEKE’s Own Platform Data

# of stores
Number of stores reported by BEKE (2Q 2021) 52,868
Lianjia stores from collected data (as of 7/16/2021) 7,516
Connected stores from collected data (as of 7/16/2021) 35,510
Number of stores found on BEKE's platform 43,026
Inflated % 23%

The data shows that BEKE is exaggerating about its store count, but we think that this data collection vastly understates
the true extent of BEKE’s lie.

In 3Q21, BEKE introduced the ‘active agent’ and ‘active stores’ distinction to distinguish between active and inactive
stores and agents on its platform.” In these disclosures, BEKE admits that at least 8% of the stores on its platform
are ‘inactive.” For a company that IPOed a little more than a year ago, this admission is jaw-dropping. We believe
that BEKE recently introduced this metric to obscure discrepancies between BEKE’s reported store count and the
stores on its platform.

We investigated a sample of these ‘active stores’ listed on BEKE’s platform. To no surprise, our field visits evidenced
a multitude of ghost stores masquerading as ‘active stores’ on the platform, leading us to conclude that BEKE’s
actual store count is even lower than estimated from our data collection alone.

2 BEKE 2Q 2021 Investor Presentation, p.3.

3 BEKE’s definition of active stores are stores that have had a transaction during the past 60 days, have had an agent visit during
the past 14 days, or have simply had an agent take ‘critical steps’ in a housing transaction during the past 7 days. This is a very
low bar for an agent to remain listed as “active” on the platform.
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b. Ghost Stores Masquerading as ‘Active’ Stores on BEKE’s Platform

To spot check the data, our investigators visited seven cities that are important markets for either Lianjia, Deyou, or
its recent acquisitions.”® During these visits we noticed discrepancies in the names, addresses, locations of the stores
in comparison with the information shown on the platform as well as in the SAIC registrations. In many locations,
where we should have found thriving, active stores, we found the opposite. We subsequently evaluated the data
collected on the platform and found copious discrepancies and missing stores that were still showing up as active.
Below is a small sampling of our field work.

e Example Ghost Store 1: Nanchang Zhonghuan Nanchang Ershishanzhong

The Nanchang Zhonghuan Ershishanzhong store was shown to be ‘active’ on BEKE’s platform. In fact, data collected
from the platform showed that BEKE was supposedly listing between 89-136 properties through this store over the
prior three months.

Example of Data from BEKE’s Platform
=] =]
Oct 5, 2021 Dec 7, 2021

Nanchang Ershishanzhong Nanchang Ershishanzhong

[=]
2 agents " 18 serviced clients 136 listings 2 agents 89 listings

20 serviced clients

Source: BEKE'’s Platform

The store’s address listed on BEKE’s platform leads to a large apartment complex, while its SAIC certificate provides
a more detailed address. When our investigator visited the store’s SAIC registered address, we found a derelict and
abandoned store front located in a former gate guard’s room.”” Our investigator found no further evidence of this
location’s existence elsewhere. While two agents don’t require much space, we feel this abandoned guard’s room is
not likely an active location.

%6 Field visits were made to seven cities. Beijing — a major market for Lianjia; Langfang — a suburb of Beijing which also has a
lot of Lianjia and Deyou operations and which shows as having a high level of activity at each store, Shanghai — the second
largest market for Lianjia; Nanchang — where Zhonghuan was founded, has its headquarters, and has the strongest activity levels
(as per the BEKE platform data); Hangzhou — where Shengdu was founded and has its headquarters; Nanjing — where Shengdu
has purportedly has strong operations; and Shenzhen — a real estate market hot spot in early 1H21. Contact was also made with
BEKE'’s Lianjia, Deyou, and other connected store agents and managers at many other Tier 1, New Tier 1, Tier 2 cities.

?7 Ershishanzhong Store has sales record of 1 new home and 1 rental from 5/25/2021 to 8/8/2021.
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Nanchang Zhonghuan Ershishanzhong Store Registered Address

Source: Screenshot of SAIC Registration displayed on BEKE's platform and MW Investigator’s Photo

e Example Ghost Store 2: Nuojia Chengjia 9 Dragon Seal Flagship Store

Listed on BEKE’s platform, the Nuojia Chengjia 9 Dragon Seal Flagship Store appears to be ‘active’ with dynamic
client and property counts during 3Q21 and 4Q21.%*

Nuojia Chengjia 9 Dragon Seal Flagship Store: 3Q Activity

# of Existing Home | # of New Home # of Rental
Date Transactions Transactions Transactions
8/22/2021 1 1 19
9/7/2021 1 0 18
9/30/2021 1 0 18

Source: Data collections from BEKE’s platform

Nuojia Chengjia 9 Dragon Seal Flagship Store: 4Q Activity

Source: Web visits to BEKE’s platform

28 hitps://m.ke.com/store/44028803750935341473.html
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Above: Nuojia Chengjia 9 Dragon Seal page on BEKE'’s platform, visited on 12/12/2021
Our earliest data collection showed that the Nuojia 9 Dragon Seal store had 12 agents working in August 2021. We
should have found an active store with between 14-24 agents and hundreds of properties advertised for sale. Instead,
when our investigator visited this store at the address listed on the platform in September 2021, he found the store
closed with a ‘for lease’ sign displayed.

Nuojia Chengjia 9 Dragon Seal Closed Store Front with For-Lease Sign

Source: MW Investigators Photo, Sept 2021
Our investigator then contacted a store agent to confirm the store address. The agent informed our investigator that
the store moved to another store: Shuxiangmendi. However, this new store is listed on the platform as a separate store.

In other words, the platform has two stores listed, including one that has been shut down.

e Example Ghost Store 3: Seven Colors Baichuan Store

BEKE’s Seven Colors Baichuan Store provides another example of an apparently double-counted “active’ store.*’
According to BEKE’s platform, this store had 4-8 agents, almost 200 clients and over 164 properties listed for sale or
rent in the past three months. On paper, it appears to be a thriving brokerage and certainly an ‘active store.’

2 hitps://m.ke.com/store/34098301750925361671.html
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But it doesn’t exist. The address listed on its store page only contains the name of the road, no street number. We
found the detailed address on its SAIC certificate. Our investigator went to visit this location in September 2021,
finding a closed store front.”’

Ghost Store at Listed Address

Source: MW Investigator’s Photo

When a store agent was contacted to check the address, the agent confirmed she worked at Seven Colors Baichuan
but gave the address of another store contained in BEKE’s platform: Zhonghuan Youjia No. 3 Store (H1¥-4fi 5

—)788 Bayuchu Road.”' Again, we find what appears to be a single location accounting for two active stores on
BEKE’s platform.

e Example Ghost Store 4: Sanhe Langfang Lianjia Yanjiao Branch Stores 2 and 15 are the Same Store

In another example, we found two Lianjia branches registered to the same street in the SAIC database. On BEKE’s
platform, Branch 2 and 15 are known as Tianyang Cheng No. 2 and Tianyang Cheng No. 6, respectively.

: ® Yatai Street . “ Yatai Street
Sanhe Lianjia Branch No. 2°* Sanhe Lianjia Branch No. 15
aka Tianyang Cheng No. 2 aka Tianyang Cheng No. 6

Source: BEKE Platform
Note: This information is confirmed by the SAIC business certificates provided on these two stores’ pages.

Again, the addresses of these stores listed on BEKE’s platform only have the street name but no street number, so we
had to contact the stores’ agents to get directions. However, when we spoke with the agents at these two stores, we
were given identical locations for the branch: go to the intersection of Yatai Blvd. and Tianyang Cheng, look for
Building No. 9, on the ground floor, next to the Commercial Bank. Following their instruction, we found only one
Lianjia store at Building No. 9, on the ground floor, next to the Commercial Bank.

THE RO R ZLARA T TSN T, aka: R EHPE R OE]E-A TS,
https://m.ke.com/store/34098301750925361671.html

3 hitps://m.ke.com/store/36078901750055761828.html

32 hitps://m.ke.com/store/18078900731505931670.html

33 hitps://m.ke.com/store/13088500751985131610.html
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Only one Lianjia Store was found following the directions

Source: Site Visits

We visited the store in the fall of 2021 and saw Branch No. 15’s business registration hanging on the wall. An agent
at the store confirmed that the local Tianyangcheng Store No 2 (Branch No. 2) was closed and had merged with
Tianyangcheng Store No. 6 (Branch No. 15).

Agent: We have four stores. Previously, we had seven stores at the peak.

Researcher: Which store are you now?

Agent: We are Store No. 6

Agent: Because there was another store, but it was closed, now there is just store No. 1, No. 2 and No. 6.
Researcher: But | saw that Store No. 2 is also here.

Agent: Right. Store No. 2 used to be across the street. But when its lease was up, they closed the store and moved
here.

These are clearly the same store. However, both stores appear separately on BEKE’s platform.

Transaction data collected from BEKE’s platform shows 22 transactions from Branch No. 2 and the 35 transactions
from Branch No. 15 between May and October.”® These impressive figures are significantly higher than other Lianjia
stores in Langfang.

The collected data contains 32 Lianjia stores in Sanhe Langfang. Over the same a five-month period, the other Sanhe
Langfang Lianjia stores had average an transaction per store volume of 15 during the same period. Since Branch No.
2 and No. 15 are actually one store, we consider their combined transaction volume when comparing to the average
transaction volume per store for the remaining stores. The results show that the combined transaction volume at Branch

3% May 25, 2021 to October 22, 2021
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No. 2 and No. 15 is 159% higher than other Lianjia stores in Sanhe Langfang, which supports our belief that BEKE
uses these ghost stores to inflate its transaction volumes.

5 Month Transaction Volumes Comparison

# of Existing Homes | # of New Homes # of Total Homes
Branch No. 2, Tianyang Cheng Store No. 2 21 1 22
Branch No. 15, Tianyang Cheng Store No. 6 31 4 35
Subtotal 52 5 57
Other 30 stores’ average 19 3 22
Difference % 175% 63% 159%

In our research, we found that many stores that were recently closed or merged have not been de-platformed. These
stores should show zero agents. However, in contrast, as of the middle of November 2020, both Branch No. 2 (Store
No. 2) and Branch No. 15 (Store No. 6) continue to be presented as separate stores with active agents. BEKE’s
platform continues to display both branch stores with transactions and active agents, which supports our belief that
BEKE is using ghost stores to inflate its transaction volumes as well as its active agent and store counts.

Source: BEKE’s platform

Additionally, a side-by-side comparison of the agents at these two branches shows no overlap, again suggesting that
these are two separate branch locations.
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c¢. Clone Stores

BEKE uses many techniques to inflate its store count, including clone stores, in which BEKE sets up multiple stores
on its platform with the same or similar name and/or location but a different suffix, such A, B or C. Field work
confirms that despite multiple stores appearing on BEKE’s platform, often only one exists in practice. This pattern of
clone stores is powerful evidence supporting our conclusion that there are far fewer stores than appear on BEKE’s
platform, meaning that BEKE’s exaggeration of its store count is likely far more egregious than even the platform
data suggests.

In seven cities surveyed, we found five cities with significant numbers of cloned Lianjia stores on BEKE’s platform.
Notably, we found that in Xiamen and Haikou, 41% and 32% of the Lianjia stores are clones. Our research also
found that 9% of Lianjia stores in Beijing are also clones. Not all stores on BEKE’s platform show SAIC certificates
or detailed addresses for us to verify, so the actual number of clone stores might be even higher. The table below
shows the probable clone stores we identified in seven cities using the methodology described infra:

Table: Identified cloned Lianjia stores in 7 cities

# of stores on
BEKE’s platform | # of clone stores | % of clone stores
A b c=b/a
Xiamen 82 34 41.5%
Haikou 28 9 32.1%
Dalian 330 31 9.4%
Beijing 1,452 132 9.1%
Nanjing 277 19 6.9%

Source: Data collected from BEKE’s Platform on November 30, 2021

BEKE'’s franchised brand Deyou labels its stores A and B based on the stores’ performance and the number of agents
each store has. Initially, we thought Lianjia’s A/B/C stores designations followed a similar ranking system until a
Lianjia agent told our investigator otherwise. According to BEKE’s agent, these seemingly separate stores on BEKE’s
platform are located in the same store, purportedly under different managers.
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For example, on BEKE’s platform Lianjia Quanshuiwan Flagship A store and Quanshuiwan C store are shown as
separate stores with a different number of agents, a different number of clients serviced, and a different number of
listings. On BEKE’s platform, these appear to be two separate stores.

Webpage of Lianjia Quanshuiwan Flagship A store: 18 agents, 1100 clients and 124 listing properties

Webpage of Lianjia Quanshuiwan Flagship C store: 15 agents, 150 clients and 163 listing properties

Yet when we contacted Quanshuiwan Flagship C store, an agent told us that the A store and the C store are the same
store. The agent told our investigator that the reason the A and C stores were listed separately is because the store has
two managers, and dividing the agents, listings and clients into two groupings under A and C makes it easier to keep
track of the business of the respective managers operating out of the same store.
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Conversation with An Agent Confirming A store and C store are the Same Store

MW: Why does the name show two stores? Are there A store, B store and C store?

Agent: Only A and C, but we are same. Is anything I can help?

MW: You are together in one location, why not one store?

Agent: You can understand it as one store with two groups.

MW: Are A store and C store one store?

Agent: Yes.

The agent confirmed that the letter designation of Lianjia stores on the platform represent the number of mangers or
teams that Lianjia has, not the actual store counts. Therefore, one store can easily turn into two, three or more stores

on the platform.

For example, our data collection in Xiamen found 82 stores. 61 of these stores had designations suggesting that they
were clones (such as ending with A, B or C), but they occupied only 27 locations. So, to estimate the number of clone
stores, we simply subtracted the number of stores with such A/B/C designations (61) by the number of locations (27)
to get a suspected to 34 clone stores. Of the 82 stores in Xiamen, we therefore estimated that 41.5% were clones.

# of stores on | # of stores with clone | # of locations with | Estimated

BEKE’s designations (e.g. A, multiple clone # of clone | % of fake
platform B, C) stores stores stores
a B c d=b-c e=d/a
Xiamen 82 61 27 34 41.5%
Haikou 28 5 2 9 32.1%
Dalian 330 62 31 31 9.4%
Beijing 1,452 256 124 132 9.1%
Nanjing 277 38 19 19 6.9%

Note: The cloned store are the stores in one location with the name of [ ]A store, [ B store, or

[ ]Cstore, etc.; or [ ]No.l store, [ |No.2 store, or [ ]No.3 store, etc.
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Using this methodology, we estimate that at least 9.1% of the stores listed on BEKE’s platform in its key market of
Beijing are clone stores. In Xiamen and Haikou, were estimate that 41.5% and 32.1% of the stores are clones in those
cities.

We spot checked this analysis by searching on Baidu Maps. In instances of clone stores, we can see that there is only
one store listed on the map with the store name, but we don’t see any B or C stores. This further corroborates our
finding that Lianjia has large number of fake stores that appear active on the platform but do not exist.

The data collected from BEKE’s platform shows that the A store usually shows all the detailed information including
address and business license, but the B or C stores do not. This is likely why approximately 30% of the stores listed
on the platform do not have complete store information and/or a verifiable business license.

Throughout the period of our research, we also noticed that store names were frequently changing, and many stores
did not display a correct and/or specific address, instead giving a vague, highly simplified general location or an
incorrect location.

Ultimately, the frequency of clone stores in major markets implies that there are far fewer stores in reality than we
observed on BEKE’s platform, meaning that BEKE’s store count inflation is more egregious than we calculated from
the platform data alone.

d. The Sanhe Langfang Case Study: SAIC Store Count Inflated by 59%

We found that Lianjia store numbers in BEKE’s SEC filings generally align with the number of Lianjia stores
registered in a given city’s SAIC. However, as our field work across China revealed, there were many stores with
active SAIC registrations that did not exist. This suggests that branch store registrations were being created on paper
and filed with the local SAIC’s, but no physical operation was being maintained.

To investigate these store count discrepancies further we decided to conduct field work in one city, Sanhe Langfang,
to focus on the Company owned Lianjia brokerages. We compared SAIC data, readily available online through
TianYanCha or QiChaCha, with the results of physical site visits.

Sanhe Langfang is a satellite city of Beijing located within the Hebei province.”> We chose this city for a deep dive
because BEKE purports to be strong in and around Beijing, and the Company supposedly maintains a significant
number of Lianjia brokerages in the area. The Sanhe Langfang Lianjia stores displayed very high numbers of
transactions per store, so we expected to find a high degree of activity.

The SAIC data shows 51 Lianjia stores located in Sanhe Langfang.’® Yet when we tried visit these locations, we were
only able to confirm the existence of 32, observing non-existent stores, double counted stores, and stores that appeared
to be entirely different brands — including BEKE’s connected Deyou brand.

Of the 51 Lianjia stores we should have found in Langfang, 19 were ghost stores. In this city alone, site visits and
field work indicate that BEKE overstated the store count by 59% by keeping branch SAIC registrations current while
not actually stores. We believe that Sanhe Langfang is representative of the Company’s web of lies, and that such
ghost stores are endemic.

e Example: 7 SAIC Lianjia registrations in same area, but found only 2 and 1 was closed

In the Langfang SAIC data, we found seven Lianjia stores registered on the same street with near identical addresses.
All seven of which were established at the same time with the same legal representative.”” We visited the street to
verify the existence of these stores but found only one store: Sanhe Lianjia Yanjiao Branch No. 53 (“Branch No. 53”)

3 =Sar g e

3¢ Chinese company information database

37 Chinese company information database. These stores were established on either May 25 or May 26 of 2017, with Song Xinghua
SR AE as their legal representative.
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in suite A1-8. To confirm our findings, we spoke with an agent at the operating Lianjia store. The agent confirmed
that there was indeed only one Lianjia store on the street.

When comparing the data of the confirmed store with the SAIC data, we observed further discrepancies. The only
unique store of the seven observed, Branch No. 53, is located at E2-A1-8 of the MOBO apartment complex.

The address plaque indicates the store is at the MOBO International Center, E2-A1-8

=]

Source: Site Visits
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On BEKE’s platform, Branch 53 is also known as Lianjia ShouErTianCheng No. 2 and the listed address matches
with the address plaque hung outside of the store.’®

Source: BEKE'’s Platform

However, the store has a different address listed in its SAIC business license certificate. The accompanying SAIC
business license provided to the store page shows Branch No. 53 is registered in District E, building 1, 1st Floor, Unit
1, Suite A1-8, which should be E1-A1-8 and not E2-A1-8 as listed elsewhere.

Source: BEKE's Platform

We believe that BEKE intentionally creates inconsistencies such as these to misrepresent its actual store counts. But
that is not the only trick we observed in our field work.

Two of the seven Lianjia stores in question are registered side by side, Branch No. 53 in unit A1-8 and Branch No. 54
in unit A1-9. The same single store occupies these two addresses and shows up in the SAIC records as two different
locations, but in reality, these are a single store.

38 https://m.ke.com/store/18090400891701434975.html, 53R & /RETH 5, =30 mraesR T & X # /S & /R &I MOBO A E
CE K& E2-Al-8
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Lianjia Shouertiancheng No. 2 (aka Branch 53, A1-8 & 54, A1-9) bookended by 2 Deyou stores

Source: Site Visits

All of these branches also filed for their annual reports with SAIC in the past four years and have active current
registrations.

There was one Lianjia store where we should have found seven. We believe BEKE uses these SAIC listed non-
physical locations as “ghost stores” as false support for its SEC store counts.

The use of similar but different store names and the extremely vague store location descriptions and addresses is a
common theme on BEKE’s platform. For instance, we observed two branches registered to the same street address
in the SAIC database. When we visited, we only found one store. Branches 10 and 79 are co-located but presented
as distinct and different stores on BEKE’s platform with different store numbers, different branch numbers, and
different SAIC business registrations.

When visited the store, we saw SAIC business license displayed on the wall was for Branch No. 79. However, on the
opposite wall, both Branch No. 10’s and Branch No. 79°s award banners were presented. The agent at the store stated
that Branch No. 10 (Store No. 2) was closed and had merged with Branch 79 (Store No. 4).

However, like the example of Branch No. 2 (Tianyang Cheng No. 2) and No. 15 (Tianyang Cheng No. 6) above, both
stores also displayed active transactions even after one was closed and the two seemingly merged. In our collected
data from May 25 to Oct 22, we found that Branch No. 10 displayed 13 exiting home and 2 new home transactions
and Branch No. 79 showed 27 existing home and 2 new home transactions, combining to produce a total of 44 home
sales.
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Above left: The business registration certificate displayed for Lianjia Yanjiao Branch No. 79
Above right: Sales Award Banners for both Store 4 (Branch 79) and Store 2 (Branch 10) hanging in same store

Another store simply didn’t exist. Branch 51 is registered at Zhugedian Village in Yanjiao Town. Yet when we
visited the site, we could not find any Lianjia or other real estate brokerage to speak of.

No Lianjia Store at the Zhugedian Village

Source: Site Visits, 04 2021

In another example, Branches 4 and 88 are registered on the same street, only two stores away. When we visited, we
only found one Lianjia store (Branch 88). The location where Branch 4 should be is actually a restaurant.
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No Branch No. 4 But a Restaurant Xiang Gu Li

Source: Site Visits, Q4 2021

BEKE presents its store count as having a linear relationship with GTV and revenues. Like the latter categories, our
data collection of BEKE’s platform showed massive exaggeration of BEKE’s store count. Yet this even likely
overstates the true extent of the misrepresentation, as our field work found many examples of ghost and clone stores
which were listed as ‘active’ on BEKE’s platform and existed on paper, but not in reality.

In Appendix II, we include more information from our investigation of Langfang, including supplemental details and
photos pertaining to the pattern of ghost stores observed in the examples provided here as well as additional examples.
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Multiple Independent Data Points Show Massive Agent Overstatement

BEKE’s is a multivariate fraud, with layers of deception metastasizing throughout its business and representations to
investors. Although our data collection indicates that BEKE’s reported agent count is at least 26% inflated, much like
the store count, field work and independent evidence from government real estate registries suggest that the agent
count is more significantly exaggerated to investors.

Home sales on BEKE’s platform are a function of the number of agents using its platform. Clearly, the more agents
on the platform, the more home sales closed and recorded through the platform, and the larger the Company’s GTV
and related revenues.

This link between agent growth and GTV and revenue growth is an important pillar of the narrative supporting BEKE's
stock price.

Yet data we collected from BEKE’s platform reveals that like GTV and revenues, BEKE is significantly exaggerating
the number of agents on its platform. We corroborated this collected data with SAIC data and local government real
estate registries, which independently indicate that BEKE significantly overstates the number of agents on its platform
to US investors. This is an important part of the thesis, as it tracks the exaggeration of GTV, stores and revenues.

a. Platform Data Indicates Agent Count Significantly Overstated

BEKE claimed to have 548,000 agents as of June 2021, an 11% increase from 2020.*

However, the actual number of agents on BEKE’s platform contradicts this reported figure. We used a program to
collect the number of agents listed on the Company’s platform as of July 16, 2021. Our program used the Find Agent
function to locate the agents.*

The collection was conducted on July 16, two weeks after the end of the second quarter. Our collection detected only
435,888 agents, suggesting BEKE inflated its agent count by approximately 26%.

Comparison of BEKE Claimed Agent Number vs. BEKE Platform Data

# of Agents
Number of agents reported by BEKE (2Q 2021) 548,000
Number of Lianjia agents from collected data (as of 7/16/2021) 115,940
Number of Connected stores agents from collected data(as of 7/16/2021) 319,948
Total agents on BEKE's platform (as of 7/16/2021) 435,888
Difference (112,112)
Inflated % 26%

¥ BEKE 2Q 2021 Investor Presentation, p.3.

* BEKE 2020 20-F, pp. 54-57, Since BEKE’s ACN is designed to help manage transactions and keep track of sales
and most importantly the division of commissions, and is replete with procedures and rules, as well as performance
and service scoring, we believe that all agents and stores are highly incentivized, if not required, to be on the
platform.
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It is possible that BEKE is worried that its inflated agent count will be discovered. Similar to its stores, in BEKE’s

3Q21 earnings press release, the Company introduced new metrics of ‘active agents’ and ‘active stores’ on its
41

platform.

Rather than this being an acknowledgement of the number of inactive agents on BEKE’s platform, we think it is a
thinly veiled attempt to preempt concerns about the discrepancy between BEKE’s claims and reality.

Despite this ruse, even if we count the ‘active’ agents, we still observe a substantial discrepancy between the number
of ‘active’ agents reported by BEKE and the number of agents on its platform. In other words, our platform data
likely overcounts the number of agents working for the Company. Spot checking reveals that the overstatement is
likely much greater.

b. Local Government Real Estate Website Corroborates Exaggerated Agent Count

In order to determine whether BEKE was overstating the number of agents on its platform, we compared a local real
estate license registry against the detailed disclosures provided by BEKE in connection with a recent acquisition.

As a protection against unscrupulous real estate agents, the city of Nanchang in Jiangxi Province provides a
quantitative score and ranking for all agents, tracking good and bad behaviors with 100 points (5 stars) being the
highest ranking.**

These scores are listed in Nanchang City’s Real Estate Broker Credit Registry (the “Registry”). Agents with scores
below 60 are entered onto a blacklist and their brokerage credentials are cancelled.* The Registry is public and
searchable.** Local authorities confirmed that the Registry is updated frequently and that the registry is so current,
displaying whether an agent is still with an agency, or if they have resigned or have been blacklisted.

4! https://www.sec.gov/Archives/edgar/data/0001809587/000110465921135986/tm2132196d2 ex99-1.htm
2 http://www xinhuanet.com/local/2018-08/03/c 1123219937 htm
BEETEHAZLM A REATHEEE, hitp://house.ncfde.com.cn/News/newsbody.htm1?id=137485

45 B4 Ml B(E B RY 22 A 7R, http://m.ncfde.com.cn/BrokerCreditFiles
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In 2019, BEKE acquired a real estate brokerage called Zhonghuan. Our collection of data from BEKE’s platform
found that in late August 2021, Zhonghuan’s Nanchang operation had 363 stores with 2,050 agents.

We checked these numbers against the Nanchang Registry. The results showed that although the reported store count
closely matched, the number of Zhonghuan agents was exaggerated by 50%.

Zhonghuan's operation in Nanchang # of Stores # of Agents
BEKE platform 363 2,050
Nanchang Real Estate Bureau Registry 360 1,307
Inflated % 1% 50%

Source: Nanchang Housing Security and Real Estate Administration database,
Data collected from BEKE platform

We believe that BEKE uses former agents who have left the Company to inflate the agent count on its platform. For
example, according to BEKE’s platform, Zhonghuan Youjia No. 3 store supposedly has 12 agents.*

45 As of December 10, 2021 HERH = HER- 165K = JE-A JE 1EE S (ke.com)
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DAge nt

Total 12
=]

Yet when we compared the listed agents at Zhonghuan Youjia No. 3 and the Registry, we found three agents had
already left Zhonghuan.*®

Our collected data indicates that there are far fewer agents on BEKE’s platform than it reports to investors. But the
Nanchang registry implies that the number of active agents is substantially less than the number of agents on the
platform, likely because the registry is scrubbed far more often for real estate agents who drop out of the business or
leave the Company.

We corroborated this conclusion with other data sources, including SAIC data, which confirm that BEKE’s agent
count is materially overstated.’

46 The three agents’ information on BEKE’s platform: https://m.ke.com/bj/jingjiren/1000001005193156,
https://m.ke.com/bj/jingjiren/1000001009464580, https://m.ke.com/bj/jingjiren/1000001000714187
*" SAIC data is from QiChaCha.
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c. SAIC Data in BEKE’s Leading Markets Show Overstated Agent Count

Beijing and Shanghai are BEKE’s two primary markets. The Company claimed that these two cities contributed 32%
of revenue in 2020, and that Lianjia had 21,000 agents in Shanghai and 27,000 agents in Beijing as of Dec 31, 2020.**

In China, companies are required to pay the contribution to social insurance for all employees.*’ Chinese companies
are required to report the number of employees to SAIC. A simple check of the SAIC data for BEKE’s subsidiaries
imply that the Company is materially inflating its agent count in these key markets.

i Shanghai: SAIC Data in BEKE’s Largest Market Show 100%+ Overstatement in Agent
Count

In BEKE’s latest 20-F, the Company claimed it had Lianjia 21,000 agents in Shanghai as of FYE 2020. In the 20-F,
BEKE lists only two subsidiaries in Shanghai: Deyou Real Estate Agency Co., Ltd. (“Deyou Agency”) and its
subsidiary, Shanghai Deyou Property Consulting Co., Ltd. (“Shanghai Deyou”).’

When we spot-checked the Company’s claims with the annual SAIC data for its Shanghai subsidiaries from database
providers QiChaCha and QiXinBao, these entities reported only 9,996 employees registered.

Shanghai Deyou: 1,310 employees

Source: QCC (database of SAIC registration information)

“BEKE 2020 20-F, p. 60: “As of December 31, 2020, Lianjia had approximately 27,000 and 21,000 agents, as well as
approximately 1,400 and 1,000 brokerage stores, in Beijing and Shanghai, respectively.”

4 BEKE 2020 20-F, p. 29. BEKE claimed that certain of our PRC subsidiaries and consolidated affiliated entities have failed to
make social insurance and housing fund contributions in full for their employees. Yet we think the difference is too big to be
explained by this excuse.

39 BEKE F-1, dated July 24, 2020, p. F-15; BEKE F-1, dated Nov 16, 2020, p. F-112; BEKE 2020 20-F, p. F-11, and public
SAIC corporate registry databases such as QiChaCha, QiXinBao
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Deyou Real Estate Agency: 8,686 employees

Source: QCC (database of SAIC registration information)

We learned that BEKE is registering some Shanghai employees who have hukous in other cities in its Shenzhen
entities. However, BEKE claimed 21,000 agents in Shanghai, while SAIC data for its two Shanghai brokerage
subsidiaries show only 9,996 employees and 199 employees in its other subsidiaries (including its VIE). In our opinion,
this legally dubious maneuver is unlikely to account for much of the delta because of the potential to attract negative
attention and the implication that so little of its agent base is from Shanghai.

Shanghai Agent Overstatement: SAIC Data vs. Claimed

2020 # of Employees w/
Social Insurance
G I 42 20 H TR/ ] Deyou Agency* 8,686
I EEY)F R R A 5] Shanghai Deyou* 1,310
IEEREHmZLHRAT 2
IREREH T ZLHRAT 0
FiEmEEth AL FRAE 0
R ER A=A L FRA T 0
Brokerage and related business subtotal 9,998
ERTTFMERILHRA S 21
EHEXHERE (Lg) BRAS 0
NERAFRAE LB AT 171
EERYIEEREARAE 0
R ARFRAE) 6
RN EREEREARFRAG 0
DRI BRI B R S 1
EEBHRARKERAS 0
LRRE MR HRAT 0
Other business subtotal 199
Total 10,197
Claimed # of agents in Shanghai 21,000
Inflated % 106%

*Disclosed in the BEKE SEC filings

We think even this metric likely understates the extent of BEKE’s misrepresentations. The employee count reported
in the SAIC data of BEKE’s Shanghai subsidiaries should include a number of employees who are not agents. This
means that of the 10,197 employees reported in the SAIC data, a portion should be non-agent support staff such as
secretaries and internal accountants.
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We contacted six Shanghai Lianjia stores who told our investigator that Lianjia stores do not employ part-time or
temporary agents and that Lianjia pays social insurance for its employees. This means that the employee count on the
SAIC data should generally match the agent count reported by the Company in its SEC filings. It doesn’t and it is not
even close.

We see the same pattern when we compare BEKE’s disclosures with independent records from the Company’s other
key market, Beijing.

ii. Beijing: SAIC Data Shows over 100% Overstatement in Agent Count

BEKE claimed that it had 27,000 agents in Beijing as of Dec 31, 2020.°" Beijing is also the corporate headquarters
for the company, so in additional to agents and its support staff, “a large portion of employees” are based in Beijing
working in administration and other office functions.>

We reviewed BEKE’s IPO and secondary F-1 prospectuses, its 2020 20-F and the public SAIC corporate registry
databases to map out the structure and identify companies that might be significant employers in Beijing. We found
that in Beijing, BEKE has 28 major and minor subsidiaries (including VIEs).”® These entities reported a total of only
14,236 employees per SAIC data, indicating that BEKE is exaggerating the number of its agent in Beijing by 90%.

SUBEKE 2020 20-F, p. 60: “As of December 31, 2020, Lianjia had approximately 27,000 and 21,000 agents, as well as
approximately 1,400 and 1,000 brokerage stores, in Beijing and Shanghai, respectively.”

2 BEKE 2020 20-F, p. 130

> BEKE F-1, dated July 24, 2020, p. F-15; BEKE F-1, dated Nov 16, 2020, p. F-112; BEKE 2020 20-F, p. F-11, and public
SAIC corporate registry databases such as QiChaCha, QiXinBao. Note, in the most recent filing, the 2020 20-F shows fewer
“major subsidiaries” than in its F-1 prospectuses.
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BEKE’s SAIC Data Indicate the Number Its Agents in Beijing are 90% Inflated

** Disclosed in the BEKE SEC filings
Again, such figures likely understate the true extent of BEKE’s misrepresentations, as SAIC data includes a number
of non-agent employees, particularly given that BEKE’s headquarters are in Beijing.

It is clear that GTV and revenues are a function of the number of agents BEKE employs, meaning that such agent
overstatement tracks closely with other independent data points showing GTV and revenue exaggeration.

e Labor dispatching and outsourcing agencies may legally only make up 10% of the employees

The evidence is clear that BEKE is materially inflating its agent count. The discrepancy cannot be accounted for by
labor dispatching and outsourcing agencies. BEKE’s own SEC disclosures state that PRC labor laws limit the number
of dispatched and temporary laborers to 10% of the total labor force.™*

% BEKE 2020 20F, p. 78
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Even assuming 10% of the labor force is temporary workers, the maximum allowed under PRC law, SAIC data still
indicate that BEKE inflates the number of agents in its key Beijing and Shanghai markets by ~79%.

Labor Dispatching Would Not Explain the Discrepancy

Shanghai Beijing Total
# of employees in 2020 SAIC data 10,197 12,920 24,433
Labor dispatching limit 10% 10% 10% 10%
11,217 14,212 26,876
# of agents claimed in SEC filings 21,000 27,000 48,000
Inflated % 87% 72% 79%

Source: BEKE SEC filings and its subsidiaries” SAIC filings

BEKE’s conflicting disclosures also support this assumption. BEKE reports the breakdown of its employee count by
function in its SEC filings. Even if we assume that all the dispatched workers are agents, adding them together with
the number of agents reported in the function breakdown section still leaves BEKE far short of the agents necessary

for its headline agent claims to be true.

6/30/2020 | 9/30/2020 | 12/31/2020
# of agents claimed 134,000 133,000 139,000
Reported agents and supporting staff 64,543 89,217 91,210
Reported dispatched workers 9,495 8,217 11,966
Max. # of agents 74,038 97,434 103,176
Inflated % 81% 37% 35%

Source: BEKE’s Public Filings

Pursuant to PRC labor laws, temporary employees may only constitute a maximum of 10% of the full-time employee
count. BEKE confirmed in its SEC filings that it did not exceed this 10% threshold mandated by Chinese law.
Accordingly, even assuming all of the temporary agents were agents, the number is still far short of BEKE’s headline
agent count. We believe the explanation is clear. Revenue and GTV are a function of agent count, so to justify its
fabricated GTV and revenue figures, BEKE has also significantly inflated the number of agents on its platform to
pump its stock price.

e Inconsistent SEC Disclosures - Additional Evidence of Agent Overstatement

We observed discrepancies not only between its SEC filings and local Chinese regulatory filings, but also between
the figures reported in BEKE’s SEC filings from period to period. Even in its SEC filings, the number of employees
fluctuates widely, suggesting, in our opinion, that the Company has trouble keeping its story straight regarding the
number of its employees and its agents.

For example, in its initial F-1 filed in April 2020, BEKE stated that as of Dec 31, 2019, it employed 82,282 direct
employees and 76,217 dispatched workers, which was 93% of its full-time employee. If true, this would be an
admission of violation of PRC labor laws.
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Source: BEKE F-1 filed on April 25, 2020, p. 169

The SEC questioned BEKE about this matter. In June 2020, the Company replied that it had lowered the percentage
of dispatched workers to less than 10%. BEKE claimed that, as of April 30, 2020, the number of its full-time employees
increased 82% within four months after implementing a comprehensive plan to presumably gain compliance with
PRC labor law.”

However, two months later, the self-reported figures fluctuated significantly again, when BEKE claimed that the
number of its full-time employees decreased 41% to 87,706 and the number of dispatched workers was 9,495.

Source: BEKE F-1/A, August 12, 2020

BEKE’s reported full-time employee count is available almost every quarter in 2020, and these figures swing
drastically every quarter. In practice, we believe that companies rarely go through the hassle to hire full-time
employees, fire them, and recruit new workers on a quarterly basis. Yet according to BEKE’s SEC disclosures, the
number of full time and temporary employees and agents gyrated massively from quarter to quarter.

After the IPO and secondary offerings closed, BEKE appears to have returned to its old ways, reporting that as of
Dec 31, 2020, it had 139,000 agents in total, but only 91,210 employees who were agents and support staff on its
payroll.*®

55 https://www.sec.gov/Archives/edgar/data/0001809587/000091205720000178/filename 1 .htm#ei75901 regulation
¢ BEKE 2020 20-F, p.60
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Source: BEKE 2020, 20-F, p .60

Source: BEKE 2020, 20-F, p .130

The difference between the 139,000 Lianjia agents reported and the 91,210 employed directly by BEKE suggests
that at least 47,790 agents were employed through outsourcing agencies.’’ This suggests that the growth in the total
agents in of the end of 2020, 28.5% of its labor force were either coming from labor dispatching agencies, or were
simply invented.™®

BEKE’s Reported Agent Composition Change

57 Unlike prior quarters disclosures, the 47,790 number of dispatched workers was not disclosed; however, it can be calculated
from the difference between the total number of Lianjia employees reported and the total number of agents who are either Lianjia
employees or employed via dispatched labor services companies.

8 BEKE 2020, 20-F, pp., 60, 130
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One further piece of corroborating evidence emerged unexpectedly during a store visit. One of our investigators
approached a Deyou brokerage as a potential buyer of a property. The agent suggested that our investigator
temporarily become a Deyou employee to take advantage of the real estate agent employee discount on the sales
price offered by the developer. To do so, the agent would upload the buyer’s name, government identification
number (§43ES), and cell phone number onto the BEKE platform. The agent said that as soon as the home
purchase was complete, our investigator could just resign. This unorthodox offer suggests that the number of agents
on BEKE’s platform could be inflated by buyers disguised as employees.

In our opinion, the dramatic inconsistency in BEKE’s disclosed employee count from quarter to quarter in its SEC
filings corroborates the evidence we found in the data collection of BEKE’s platform and the SAIC data of its primary
subsidiaries, all of which show that BEKE lies about the number of agents on its platform to mislead investors
regarding the scale of its business, its GTV and revenues.

If BEKE is misleading investors with fake revenues, GTV, stores and agents, how does it account for the fake cash
produced by such fraud on its balance sheet?
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Likely Acquisition Fraud to Mask Fake Revenues

One of the hallmarks of US-listed Chinese companies that have collapsed amid evidence of fraud is the use of sham
transactions to burn off non-existent cash balances. Typically, the company overstates the value of an acquired asset,
sometimes secretly purchased from proxies connected to insiders. In our research on BEKE, we found an example
that we think is a textbook sham transaction.

In addition, we question how BEKE could have spent its claimed RMB 7.2 billion (US$1.1 billion) on R&D since
2018.% This also seems to be an overstatement.

e  Zhonghuan: Sham Transaction Routed through Straw Entity controlled by Likely Company Proxy

BEKE claims that it spent RMB 1.8 billion to acquire 100% of Zhonghuan Real Estate Agency (“Zhonghuan”) in a
two-part transaction supposedly completed in 2020. However, SAIC data shows that BEKE routed the transaction
through a likely straw buyer controlled by a Company proxy. Straw buyers controlled by management proxies are a
common way in our experience to overstate asset purchases prices.

In its prospectus, BEKE claimed that the Company acquired 100% of Zhonghuan in a two-legged transaction. First,
the Company claimed that it paid RMB 931 million for 62% of Zhonghuan on July 12, 2019. Second, BEKE claimed

to have paid RMB 910 million for the remaining 38% in April 2020.° The table below shows BEKE’s claims.

BEKE'’s Purported Timelines and Valuation for the Zhonghuan Acquisition

RMB M Date Ownership % | Consideration Cash Shares Valuation
Phase 1 7/12/2019 62% 931 931 0 1,502
Phase 2 Apr 2020 38% 910 194 716 2,395

However, SAIC data contradicts BEKE’s disclosures. Regarding the first leg of the transaction, instead of acquiring
62% of Zhonghuan in July, 2019, BEKE only acquired 28%.°!

On the same day, another entity, Tianjin Yunju Real Estate Agency (“Yunju”), acquired 33.6% of Zhonghuan. Within
six months, Yunju flipped its newly acquired 33.6% ownership to BEKE, and not long after deregistered.

) BEKE 3Q21 6-K financial report, p.6,9; BEKE 2Q21 6-K financial report, p.6; BEKE 1, Q21 6-K financial report, p.6; 2020
20-F, pp.100,103

% BEKE F-1, p. F-84 ~ F-86

! SAIC Company Information Database
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Deregistered N

Date of incorporation: May 27, 2019

Above: Tianjin Yunju'’s basic SAIC data including data of establishment and deregistration

Above: SAIC data re the acquisition and consolidation of shares in Zhonghuan by BEKE via Pontus HK on 12/30/21

Evidence indicates that this intermediary was likely a straw buyer controlled by a Company proxy. First, SAIC data
shows that the intermediary was incorporated only six weeks before it acquired a substantial share interest in the target.
We infer that the purpose of the entity was to hold the interest for a short period before selling to BEKE.

The intermediary also appears to be controlled by an individual closely connected to BEKE. The intermediary (Yunju)
was owned by Liu Xiaojun (99%) and Xia Jingsheng (1%). Liu appears to have close ties to BEKE.

The “inextricable connection” between BEKE and Liu Xiaojun was covered by the Chinese media.®* For example,
Liu Xiaojun used to be the supervisor of Yantai Lianjia Real Estate Brokerage,” a subsidiary of BEKE, and owns a

82 https://www.36kr.com/p/1724208054273, .. X EH SR FES T L F A MNER”
83 Until May 2018. (Chinese company information database)
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company called Beijing Beike Real Estate Consulting. Liu is also the ultimate owner of Beijing Fangjianghu Info
Tech®, which uses @lianjia.com email for corporate registration and shares the same phone number with multiple
BEKE subsidiaries.

At BEKE’s reported purchase price, BEKE supposedly paid RMB 504 million (to an obvious proxy) for this
acquisition. Put simply, rather than buying Zhonghuan outright, BEKE routed the purchase through a highly suspect
intermediary. Formed just weeks before the transaction, we think the purpose of the entity was to fraudulently inflate
the original purchase price. After holding the target’s shares for a mere six months, it then flipped them to BEKE.

In our view, inserting a straw buyer likely enables BEKE a convenient mechanism to fake cash that is a byproduct of
significantly overstating revenues.®

Additional evidence also indicates that BEKE significantly inflated the value of the acquisition. In two transactions
in 2017 and 2019, BEKE acquired a partial interest in IFM, the Century 21 brand network of franchise brokerages in
China. BEKE valued its 37.6% equity interest in IFM and loan to IFM’s controlling shareholder at a fair value of
RMB 225.4 million at the end of 2019.°° This gave an implied valuation of RMB 599 million to IMF. Notably, BEKE

subsequently wrote down RMB 317 million of the IFM investment.®’

We believe IFM is a good benchmark to value Zhonghuan because both are franchise operations acquired by the
Company, so we can compare the relative valuation of each business with the data on transactions and stores collected
from the platform.

Looking at BEKE platform data, we see that IFM brokerages produce significantly more new and existing home sales,
have almost double the number of agents, and more than 40% more stores than Zhonghuan.

“IeRETHMEEREARAS

% This transaction has many similarities with the Shunshun and DFRL investments discussed in our TAL report.

% hitps://www.sec.gov/Archives/edgar/data/1809587/000110465920091904/fi lenamel.htm

7 https://www.sec.gov/Archives/edgar/data/1809587/000110465920091904/fi lenamel.htm

Pursuant to ASC 825-10-15-4, the Company elected the fair value option to account for all of its investments in IFM and the loan
provided to IFM’s controlling shareholder above. The fair value of the additional investment in IFM and the loan to IFM’s
controlling shareholder was RMB120.1 million on the transaction date, which was supported by independent valuer’s valuation
report. The difference of RMB317.9 million between the consideration paid and the fair value of financial assets received was
recognized as deemed marketing expenses, amounting to RMB274.8 million and RMB43.1 million when the payments were made
in May and November 2019, respectively, for the following reasons:

The Company invested heavily to promote the Beike platform after its launch in 2018, including online and offline advertising
efforts. In 2019, the Company launched many incentive programs to incentivize real estate brokerage firms to join its platform. By
making this investment, the Company received marketing related benefits as [FM agreed to be the first large brokerage firm joining
the Beike platform. It has an effect similar to a corner stone business partner that will bring confidence to other potential smaller
brokerage firms for them to trust the Company and join the Beike platform. The fact that IFM joined the platform helped to enhance
the brand awareness of Beike and strengthen the Company’s market position.

There is no minimum transactions or traffic committed by IFM to be brought to Beike platform as IFM does not directly provide
those services to the Company, nor does the cooperation with IFM include any favorable terms. Therefore the business cooperation
with IFM did not qualify as an identifiable intangible asset. Moreover, the Company’s platform revenue directly generated from
IFM was only about RMB6.9 million in 2019, which is immaterial and provides evidence that the payment to IFM is not to give a
price concession to IFM as a customer of the Company’s platform service.

The Company concluded the business rationale to pay the premium is to enhance and promote the Beike platform. Hence, the
difference between the consideration paid and the fair value of the investments and the loan should be recognized as a marketing
expense. In response to the Staff’s comment, the Company has revised the disclosure on page 107 of the Registration Statement to
provide
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Comparative Value of IFM and Zhonghuan by Store, Agent, and Transaction

Number of Transactions from May 25, 2021 to Aug 8, 2021
Brand Name # of Stores | # of Agents | Existing Home Sales | New Home Sales | Total Transctions
21 Century - IFM 2,876 24,872 8,395 6,254 14,649 a
Zhonghuan 1,991 13,414 4,488 5,209 9,697 b
Difference 885 11,458 3,907 1,045 4,952 a-b
Difference % 44% 85% 87% 20% 51% a/b-1

On both an EV/transaction basis or an EV/store basis, BEKE paid nearly 4x for Zhonghuan. We believe this
underscores the absurdity of the price paid for Zhonghuan.

Zhonghuan Valuation Premium

Implied Equity Zhonghuan

Value (RMB mm) | Valuation
Brand Name # of Stores # of Agents # of Transctions | as of Dec 31,2019| Premium
21 Century - IFM 2,876 24,872 14,649 599
Zhonghuan 1,991 13,414 9,697 1,841
Zhonghuan Valuation - Adjusted on Equity Value/ # of Store Basis 415 3.4x
Zhonghuan Valuation - Adjusted on Equity Value/ # of Agents Basis 323 4.7x
Zhonghuan Valuation - Adjusted on Equity Value/ # of Transactions Basis 397 3.6x
Zhobghuan Valuation - Adjusted Average 378 3.9x

It also notable that whereas BEKE wrote down the value of IFM (through a deemed marketing expense), BEKE wrote
up the value of Zhonghuan.

Ultimately, we think the evidence shows that BEKE inflated the purchase price of the Zhonghuan acquisition to route
the acquisition through a likely Company proxy and burn off phantom cash.

e Shengdu: Absurd Acquisition Price

Another suspicious acquisition merits scrutiny. BEKE claims that the Company spent RMB 8 billion® to acquire
Shengdu Home Renovation (“Shengdu”), a home renovation service provider. Yet Shengdu only operates in several
provinces with many of its branches setup in 2021.

As abasis of comparison, Dong Yi Ri Sheng Decoration Group (2713.CH) (“Dong Yi”), is a publicly listed renovation
service provider. Dong Yi operates in 30 provinces and cities. Its enterprise value in June 2021, around the time of
BEKE’s acquisition announcement, was RMB 2.5 billion.

In an expert network forum interview, a former BEKE senior manager responsible for the online home sales business
discussed his view of the Shengdu acquisition, opining that it was “not a very smart move.”

“Personally, I think the company think that it is very natural that people want to get a home renovation. If
they bought a home, especially if they bought a secondary housing, they want someone to help them to do
with their renovation. But in my opinion, it is a very — like what I said, this industry, the home renovation,
the way of acquiring a company like Shengdu is not a very smart move.”

“What's more important is that, for the home renovation, you do not have this kind of network effect like
what you have with brokerage companies. With the brokerage companies, the more agents that you have,
you have a better chance of getting a much bigger market share than a smaller one. But for home
renovations, you do not have this kind of network effect. Even if you are 10 times bigger, or even 100 times
bigger, than your competitor, it is highly unlikely that you can take market share from the small competitor.

8 BEKE did not disclose the exact amount, but only stated that the purchase price would be capped at RMB 8 billion.
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The ones who are making some real difference is the companies that invested in, for instance, new ways of
doing home renovation. I came across some of the startups or some of the companies in China. They are
doing something different. For instance, they will offer a total solution to your home renovation, with
different materials and different ways of doing home renovation, which is quite different from that of
Shengdu. Shengdu is a service provider. It does not have this kind of technology. I'm pretty negative about

this acquisition.”

We question why BEKE would pay RMB 8 billion to acquire a home renovation business in a limited number of
provinces. Our suspicion is that like Zhonghuan, BEKE grossly overpaid for a questionable business in order to hide
fake cash, a balance sheet problem created by BEKE’s gross overstatement of its revenues.
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Appendix I: Data Collection Methodology and Results

BEKE’s online platform has a large volume of data flowing through it. The platform contains key data points on the
number of stores and transactions for new and existing homes, what the company refers to as its Agent Cooperation
Network (ACN). Platform data is available for external customers to view. We created an automated program to
collect the publicly available data on BEKE’s platform for the sale of new and existing homes through the Company
owned brokerage (Lianjia) and connected store brokerages.

We discussed the platform and data with BEKE agents and confirmed that this data mirrors the company’s internal
back-end data, showing the same transaction data that company agents see with two main differences:

e No buyer or seller personal information is made public

e There is a roughly two-week delay between a contract signing and the posting of new transactions. The
agents explained that this 14-17-day delay is intended to prevent the poaching of sales, listings, and
customers by other agents.*

We conducted multiple data collections from the platform. The key data point that we collected was the number of
transactions at the store level. BEKE’s platform collections frequently provided numerous other data points such as
the total number of new and existing home transactions on the platform for the trailing 76-day period, the number of
agents and stores on the platform, plus details on the transactions. The collections from the store pages also provided
the store name, address, link to its SAIC business registration, number of agents, etc.

Number of Transactions
Lookback Period Existing Homes | New Homes
May 25, 2021 — August 8, 2021 145,220 112,747
June 9, 2021 — August 23, 2021 127,803 106,727
June 30, 2021 — September 13, 2021 118,728 99,756
August 8, 2021 — October 22, 2021 94,877 107,994
September 1, 2021- Nov 15, 2021 96,068 118,207

The collection process worked as follows.

1. First, we used the ‘Find Agent’ function under each city to retrieve the agent data.

Find
Agents Agents

Left: The find and an agent function, Right: Agent information

% The 76 days of data plus a 14-17 wait time approximately equal 90-93 days; or one calendar quarter, less the 14-17 day delay.
When we make our estimates, we prorate the 76 period to match the number of days in the quarter (91 days for Q2 and 92 days for

Q3).
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2. Each agent works at a real estate brokerage store. We use agents’ pages to identify their affiliated stores in each
city. We then collect the basic store information for each Lianjia and connected brokerage, including the number
of agents, store names, store addresses and store URL.

Store Brand/ Name / Address
Store Details

Number of agents
at the store

Left: the agent’s store information, Center: the store name, address, and link to its SAIC business registration
certificate, Right: more store details including number of agents at the store, number of clients, and active listings

We analyzed the store details in the code and collected a category of data labelled “Store Completed Transactions”
or “['T)E B 2,” which shows the number of transactions at each store, including existing home transactions, new
home transactions and rental transactions, for the 76-day period preceding the new listing delay.

Above: the app page displaying completed transactions, transaction details including prices, and its code
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Both English, Chinese and Romanized Chinese or “pinyin” are written in the code. When in pinyin, the Chinese
word for completed transactions is “Chengjiao” (5% 3Z). The terms “chengjiao”, “zulin” (§2 &, rental), “xinfang”
(GHT, new home), “ershoufang” (Z 3 F&, existing home) and others can be seen in the code.

Looking at a single example below, the “chengjiaoData” show 64 rentals, 3 new home sales, and 56 existing home

sales in the 76 days prior to the delay for this particular store. The number of existing home sales can also be tied
to the number of transactions shown on the individual store’s transaction list tab.

Above: sections of the BEKE app code showing number of rental, new home, and existing home transactions

BEKE’s platform lists detailed information for its existing home transactions for each store under the tab called
“dynamic list of completed transactions” (F{ 32 #75).”° The information contained on this tab includes property

information, transaction price, date of transaction, and price per square meter for an existing home transaction.
Our program collected this detailed transaction data for the stores on the platform identified via the “Find Agent”
search program. We collected the number of transactions posted at the store level.

Above: the main page of the app showing the current dynamic list of all completed transactions and its code

70 Note: auto-translate functions may label the dynamic list of completed transactions (532 57%) as transaction trends,
transaction dynamics, etc.
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The StorelD is a unique identifier for each store on BEKE’s platform. We use it to collect all the transaction
details for each company-owned or connected store on BEKE’s platform.

Above: additional details regarding completed transaction available in the code

We used the unique StorelD to collect all the transaction details for each Company owned and connected store
on BEKE’s platform.

Above: the store ID displayed in the code
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Our program was able to collect the details of the most recent 10 existing home transactions’ details listed on
each store’s page. If stores had more than 10 transactions during the 76-day period, only the most recent 10
transactions’ details were collected. However, most stores had fewer than 10 recent transactions, in which case
all transactions were collected.

Ultimately, we obtained detailed information for approximately two-thirds of the transactions that comprise our
data set. For example, our August data collection retrieved details for 96,636 of the 142,220 existing home
transactions identified from 5/25 to 8/8 in Step 3, a 76-day period.

5. Another set of completed transaction data (chengjiaoData) was available at the city level. We made an additional

data collection of this city level data for some cities; however the store level data was used as the primary date
set.
For example, to obtain our estimate of the average number of transactions for Shanghai in 2Q, we collected the
data at the city level from April 25, 2021 to May 15, 2021. The results found 3,000 transactions over these 21
days. To avoid collecting a partial day, we selected just the 20 full days from April 26 to May 15. We prorated
the results to be consistent with the data set and estimated that all Lianjia stores in Shanghai made 10,857
transactions over a 76-day period.

Above: example of completed transaction (chengjiao) data collected at the city level for Shanghai

6. Approximately two thirds of the stores also listed their SAIC registration certificates on the platform alongside
their SAIC registration number, registered name, and registered address. We used this SAIC license data to verify
the store count, check ownership, and registration information.
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Above: a typical store landing page on the BEKE platform, this shows the link to the SAIC registration

Below: the corresponding link and SAIC registration certificate with arrows pointing to key information
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7. Home Sales GTV Calculation

We primarily used two data sets of data from out data collections to estimate BEKE’s home sales GTV in 2Q and 3Q
2021. The data collected are from two 76-day periods and contain the number of transactions from pulled all of the
stores on the platform which have the Find Agent function on their site.

The calculation for the new home estimates is straightforward. For new home sales GTV, we used the number of
transactions collected from BEKE’s platform multiplied by the disclosed average value per transaction reported by
BEKE in its SEC filings.”"

number of transactions x the average selling price per transaction

Afterwards we prorate the 76-day total to match the number of days in the quarter, for Q2 this is 91 days and for Q3
this is 92 days.

i. Lianjia New Home Sales

BEKE stated that its own Lianjia stores are operating in 29 cities.”> Over these two 76-day periods, our program
collected new home transactions completed by Lianjia stores in all 29 cities. The total number of transactions collected
was 19,963 between 5/25-8/8 and 18,501 between 6/30-9/13.

Lianjia — New Home Sales (76 Days)

May 25, 2021 - Aug 8, 2021 June 30, 2021 - Sep 13, 2021
# of New # of New
Ref. City Home Sales Ref. City Home Sales
1 Beijjing Jbg 1,661 1 Beijing b 1,379
2 Chengdu R 4,180 2 Chengdu ARED 4,240
3 Shanghai ] 1,278 3 Shanghai i) 1,328
4 Chongqing EES 859 4 Chongqing ESS 940
5 Shenzhen ZEYI 222 5 [Shenzhen il 207
6 Guangzhou | ) 659 6 Guangzhou | I 664
7 Dalian Kk 1,119 7 Dalian Kk 1,144
8 Tianjin Ko 808 8 Tianjin Ff 717
9 Wuhan X 1,238 9  |Wuhan v 1,129
10 |Nanjing 55 787 10 |Nanjing s 699
11 Xian ks 614 11 [X{an PH%¢ 693
12 |Hangzhou FoN 312 12 |Hangzhou FrigN 340
13 |Zhengzhou | X[ 1,046 13 |Zhengzhou | ¥BJ 745
14 |Qingdao =i} 585 14 |Qingdao =R} 495
15 Shenyang JifH 680 15  |Shenyang JifH 660
16 Suzhou TN 363 16  |Suzhou pasill 323
17 |Hefei =i 388 17  |Hefei =3 s 348
18 |Jinan R 1,082 18 |Jinan GEEd 782
19  |Yantai = 522 19 [Yantai = 403
20 Xiamen IE18 154 20  |Xiamen Il 108
21 Shijiazhuang| =5 £ 337 21  [Shijiazhuang| H%+ 315
22 |Changsha £ 432 22 |Changsha £ 339
23 Foshan G| 209 23 Foshan {1l 181
24 |Dongguan RO 68 24 [Dongguan RoE 57
25 Langfang |87 97 25  |Langfang |Elis%a] 69
26  |Huizhou Y 49 26  |Huizhou ESI 40
27 Wuxi T 159 27 [Wuxi T 94
28 Haikou JEI 0 28 Haikou =i 1
29  |Zhongshan =aTil] 55 29  [Zhongshan gl 61
Total 19,963 Total 18,501

Source: Data Collected from BEKE’s Platform

! Prorated from 76 days to the number of days in the quarter. BEKE disclosed the average value per transaction in its
2020 20-F. Real estate market data show that property prices are flat in the past two years.
"2 BEKE 2020 20-F, p. 60
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ii. Connected Stores New Home Sales

Over these same two 76-day periods, we estimate that in Q2 there were ~93,975” and in Q3 ~87,998”* new home
transactions from connected stores.

Connected Stores — New Home Sales (76 Days) (May 25,2021 — Aug 8, 2021)

Ref City Number of f . City Number of f - o City Number of
Transactions Transactions Transactions
1 |Jian e 674 48 |Tangshan B 392 95 |Kunshan Ll 841
2 |Zhognshan gl 787 49 |Datong pNEl] 69 96 | Weihai B 203
3 |Ningbo THE 1,005 50 |Dali il 144 97 |Xinxiang b2 143
4 |Linyi T 1,836 51 |Zibo pliths 605 98 |Fuyang S 74
5 |Taiyuan KIE 3,713 52 |Jinan i 1,498 99 |Neijiang NIT 86
6 |Leshan Fil 1,524 53 |Yantai ik 885 100 |Haikou pism| 96
7 |Qingdao 5 2,338 54 |Foshan {fLl 1,378 101 |Baotou [N 418
8 |Haerbin IEIRE 737 55 |Guangzhou TN 959 102 |Jilin Hhk 94
9 |Changsha £ 3,323 56 |Dandong FHR 286 103 |Changzhou I 241
10 |Wuxi T4 975 57 |Xuchang FE 699 104 |Jiaxing v 365
11 |Guiyang F1FH 1,382 58 |Wuhan Y 3491 105 |Jinhua £k 61
12 [Zhoukou FELC 532 59 |Xiangyang (HB) |3 620 106 _|Beihai b= 331
13 |Jivjiang JUL 712 60 |Tianjin K 2,970 107 |Hai'an o 37
14 _|Shenyang praiEl 2,145 61 |Nanjing [E2h5 827 108 | Taizhou =l 139
15 |Hangzhou ol 1,549 62 |Xuzhou N 492 109 |Ma'anshan Lol 51
16 |Shangrao Ei 1,206 63 |Langfang JERY 995 110 _|Huanggang WX 55
17 |Hanzhong N 562 64 |Heze SHE 275 111 _|Hengyang fiilis| 36
18 [Xiangyang (SX) |FEkfH 496 65 |Xiangxi JHEE* 65 112 |Baoding {RE 56
19 |Zhenjiang BT 365 66 [Nanning BT 508 113 |Yongzhou A 47
20 [Changde s 537 67 |Liaozhou N 441 114 |Dongguan TREE 283
21 |Nanchang BE 2,182 68 _|Huizhou = 842 115 |Taicang ey 16
22 |Weifang b 1219 69 |Guilin EERE 490 116 _|Changshu B 31
23 |Handan HBH 287 70 |Baoji E0] 70 117 |Pingxinag 2 51
24 [Kaifeng Frt 1271 71 |Xiamen Bl 1391 118 |Panzhihua BERAE 52
25 |Anging N 689 72 |Zhuzhou B 451 119 |Yancheng L 107
26 |Huangshi WA 558 73 |Nantong [Eakii] 1,147 120 [Huzhou SN 64
27 |Meishan JELL 339 74 |Guangyuan It 146 121 |Luzhou TN 44
28 |Nanchong 2B 785 75 |[Chongging EZES 1,575 122 [Yuncheng 79254 19
29  [Zhengzhou BN 2436 76 _|Zhumadian JELh)E 317 123 | Tianshui KK 14
30 [Dazhou BN 770 77 |Zhangjiakou 4l 189 124 |Jurong Ok 4
31 |Lanzhou 2400 876 78 |Jining Vi 423 125 [Xinyu s 12
32 |Kunming EEHH 1,953 79 |Jiangmen ST 226 126 |Tongliao b0 15
33 |Fushzou (FJ) N 1,006 80 [Mianyang ZRH 967 127 |Lianyungang SET TR 20
34 |Luoyang Y& FH 1271 81 |Zhaoxing F 489 128 |Fuzhou (JX) Pl 13
35 [Chengdu BRER 1478 82 |Wuhu S 538 129 |Yichun HE 25
36 [Zhuhai 5] 547 83 |Zhangzhou SE 742 130 |Chengde A{E 2
37 |Dalian KIE 2,024 84 |Shenzhen ZEHI| 548 131 |Qidong BR 2
38 |[Xian iy 2425 85 |Zhanjiang T 103 132 |Taian FRApEk 105
39 [Hefei EHe 1,745 86 |Jinzhong Bl 41 133 |Urumgi L RF 142
40 |Yueyang EH 362 87 |Hohhot ISR i 635 134 [Deyang [ 296
41 |Wenzhou SN 572 88 |Jingdezhen S 90 135 |Liangshan JRLL* 285
42 |Shijiazhuang GEIE 1,580 89 |Yichang HE 456 136_|Suining [z 156
43 |Chifeng FRiig 584 90 [Qingyuan HITE 64 137 |Quzhou I 1
44 |Changchun K& 1,383 91 [Zunyi 4\ 209 138 |Yibin e 162
45 _|Ganzhou BN 669 92 |Ya'an i 129 139 |Chengmai Dic% il 4
46 |Suzhou TN 1,656 93 |Huai'an e 235 140 |Pingdingshan SETRLL** 40
47 |Quanzhou SN 904 94 |Yinchuan ] 555 Total 93,975

NP R RIGEERE AN **Estimated number of transactions

¥ Our Q2 collection data for new homes did not contain the number of transactions for Tai'an, Urumgqi, Deyang,
Liangshan, Suining, Quzhou, Yibin, Chengmai, Pingdingshan; estimates were used based on other collected data for
these cities from Q3 and Q4 data.

™ Our Q3 collection data for new homes does not contain number of transactions for Pingdingshan; estimates were
used based on Pingdingshan data from Q4.
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Connected Stores — New Home Sales (76 Days) (Jun 30, 2021 — Sep 13, 2021)

Ref City Number of Ref City Number of Ref City Number of
Transactions Transactions Transactions
1 Jian e 634 48 Tangshan Bl 396 95 Kunshan 690
2 Zhognshan il 804 49 Datong KE 82 96 Weihai 149
3 Ningbo TH 875 50 Dali il 148 97 Xinxiang 141
4 Linyi [/ 1,179 51 Zibo S 595 98 Fuyang 88
5 Taiyuan KIE 3,111 52 Jinan ViR 1,324 99 Neijiang 137
6 Leshan Rl 1,539 53 Yantai HHE 649 100 Haikou 49
7 Qingdao 5y 2,007 54 Foshan Giain 1,374 101 Baotou 581
8 Haerbin A IRIEE 716 55 Guangzhou il 1277 102 Jilin 55
9 Changsha Kb 2,723 56 Danzhou FHRE 257 103 Changzhou 257
10 Wuxi T8 793 57 Xuchang E 638 104 Jiaxing 286
11 Guiyang 51 1,066 58 Wuhan iEnid 3,788 105 Jinhua 77
12 Zhoukou |55 ml 489 59 Xiangyang (HB) | %[H 661 106 Beihai 368
13 Jivjiang JUT 621 60 Tianjin K& 2,976 107 Hai'an 30
14 Shenyang SIebH 1,803 61 Nanjing 5 899 108 Taizhou =Sl 147
15 Hangzhou N 1,533 62 Xuzhou ESAll 549 109 Ma'anshan Ll 75
16 Shangrao iz 1,168 63 Langfang JEEE 847 110 Huanggang 67
17 Hanzhong W 505 64 Heze S 352 111 Hengyang 29
18 Xiangyang (SX) _|jgkfH 21 65 Xiangxi SHPE** 143 112 Baoding 43
19 Zhenjiang T 275 66 Nanning BT 529 113 Yongzhou 37
20 Changde HiE 472 67 Liaozhou AN 521 114 Dongguan 282
21 Nanchang E1=] 1972 68 Huizhou N 769 115 Taicang 14
22 Weifang besi3%] 1,182 69 Guilin £k 492 116 Changshu 32
23 Handan HEER 271 70 Baoji EXY 93 117 Pingxinag 35 29
24 Kaifeng FEEf 768 71 Xiamen & 962 118 Panzhil BERAE 117
25 Anging ZR 580 72 Zhuzhou FEM 479 119 Yanchen R 127
26 Huangshi ey 449 73 Nanton, FHil 1,087 120 Huzhou A 84
27 Meishan JELL 333 74 Guangyuan I~IC 136 121 Luzhou bAN 78
28 Nanchong B 725 75 Chongging EXGS 1,685 122 Yuncheng inhik 35
29 Zhengzhou EIN 1,906 76 Zhumadian gEOL s 256 123 Tianshui FIK. 30
30 Dazhou RIN 820 77 Zhangjiakou 146 124 Jurong (TE 3
31 Lanzhou = 508 78 Jining 253 125 Xinyu A 6
32 Kunming EHH 1,614 79 Jiangmen 264 126 Tongliao JERug 29
33 Fushzou (FJ) iUl 1,084 80 Mianyang 875 127 Lianyungang ETHE 12
34 Luoyang JEIH 926 81 Zhaoxing 372 128 Fuzhou (JX) PN 7
35 Chengdu FRED 3,099 82 Wuhu 539 129 Yichun HE 23
36 Zhuhai 25 569 83 Zhangzhou 565 130 Chengde R 10
37 Dalian K 2,099 84 Shenzhen 564 131 Qidong BE 0
38 Xi'an TH9% 2,867 85 Zhanjiang 137 132 Tai'an e 79
39 Hefei =3 o] 1,612 86 Jinzhong 25 133 Urumqi LEARGT 111
40 Yueyang IR 414 87 Hohhot e Ritbi=si 487 134 Deyang e 201
41 Wenzhou SR 364 88 Jingdezhen S 82 135 Liangst SR 204
42 Shijiazhuang HRIE 1,594 89 Yichang HE 404 136 Suining BT 102
43 Chifeng Rl 412 90 Qingyuan JEIT 91 137 Quzhou I 1
44 Changchun k& 1,189 91 Zunyi Y 244 138 Yibin B 174
45 Ganzhou Bl 629 92 Ya'an Vit 110 139 Chengmai VB 0
46 Suzhou SN 1,644 93 Huai'an L 207 140 Pingdingshan SETRILL* 38
47 Quanzhou I 527 94 Yinchuan AR 594 Total 87,998

*Estimated number of transactions P L RIFEEEE AN

BEKE claimed that the average price per new home was RMB 2.1 million from Lianjia stores and RMB 1.4 million
for the connected stores in its 2020 20-F filing.”

S BEKE 2020 20-F, p 91, p. 99
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BEKE’s Average Price per New Home
RMBM Calculation

GTV new homes 1,383,000 a
Lianjia Stores 276,700 b
Connected Stores 1,106,300 c

# of transactions - new home ('000) 924 d
Lianjia Stores 134 f=d-e
Connected Stores 790 e

Average price per transaction

Lianjia Stores 2.1 g=b/f

Connected Stores 1.4 h=c/e
New home transaction services revenue 37,900 i
Commission rate 2.74% j=ila

Using BEKE’s self-reported values for new home sales in 2020, we believe we are able to reasonably estimate such
values for 2021 based on real estate housing data in China.

CRE Price, hosted by China Real Estate Association (CRE), is a platform that provides real estate transaction data in
China, including average home prices by geographical location.

According to the CRE Price platform, on average over the past 2 years, new home prices have remained relatively
unchanged. Therefore, we believe using the average value of new homes sold by BEKE in 2020 is reasonable to
estimate the value of new homes sold by the Company in 2021. Below we show the two-year pricing trends for the
Tier 1 Cities (Beijing and Shanghai), New Tier 1 Cities (Chengdu and Wuhan), and Tier 2 Cities (Taiyuan and
Changsha). The CRE price data indicates that prices were largely unchanged in Q2-Q3 2021 compared with 2020.
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BEKE claimed that its GTV from existing home sales was RMB 908 billion in 2Q-3Q 2021. Yet based on the
transaction records collected from its own platform and the price disclosed by the Company, we calculated that
BEKE’s new home sales GTV was RMB 402 billion in 2Q-3Q 2021, suggesting the Company inflated its new home
transaction GTV by at least 126%.
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BEKE Inflated its New Home Sales GTV by 125% in 2Q-3Q 2021

Avg. Price 76 days (May 25 - Aug 8) 2Q2021 91 days) | 2Q 2021 2Q 2021
RMBM per Home |# of new homes | Estimated GTV | Estimated GTV | Reported GTV| Inflated%
New homes - Lianjia 2.06 19,963 41,099 49,211 83,800 70%
New homes - Connected Stores 1.40 93,975 131,668 157,655 414,500 163%
Total 113,938 172,767 206,866 498,300 141%

Avg. Price 76 days (Jun 30 - Sep 13) 3Q 2021 (92 days) 3Q 2021 3Q2021
RMBM per Home |# of new homes | Estimated GTV| Estimated GTV |Reported GTV| Inflated%
New homes - Lianjia 2.06 18,501 38,089 46,108 72,550 57%
New homes - Connected Stores 1.40 87,998 123,293 149,249 337,550 126%
Total 106,499 161,382 195,358 410,100 110%

Avg. Price 152 days 2Q-3Q 2021 2Q-3Q2021 | 2Q-3Q 2021
RMBM per Home |# of new homes | Estimated GTV| Estimated GTV |Reported GTV| Inflated%
New homes - Lianjia 2.06 38,464 79,189 95,319 156,350 64%
New homes - Connected Stores 1.40 181,973 254,961 306,904 752,050 145%
Total 220,437 334,150 402,224 908,400 126%

b. Existing Homes

Our program collected 145,220 transactions of existing homes on BEKE’s platform over a 76-day period in Q2 2021,
including data from all 29 cities in which Company owned brokerage Lianjia stores. The transaction prices for houses
are publicly available in most of the cities in China.”® In total, two thirds of the collected transactions also included
transaction details with the price of the sale, making assumptions unnecessary to calculate GTV of these existing home
sales. For the remaining transactions without price data, we benchmarked them against a reference city selected for
which we did have transaction price data collected from the platform. To do so we used the average house listing
prices provided by CRE Price and adjusted them according to the relative difference in the prices from CRE Price.”’

i. Existing Home Sales: Lianjia Network of Company Owned Brokerages

Over a 76-day period in Q2 2021, our collection captured 34,646 transactions of existing home transactions done by
Lianjia stores in 27 cities out of their 29 cities over the prior 76-day period.

The two cities without detailed transaction data on the platform were Chengdu and Shanghai. To get the estimated
number of transactions for Chengdu, we calculated the overall average number of transactions per store for all other
Lianjia stores for which we collected data over the full 76 days (6.12 transactions/store) and applied that number to
the number of Lianjia agents in Chengdu recorded in the data collection (952). This calculation provided an estimated
total of 5,825 Chengdu transactions during the period.

For Shanghai we drew on a data set collected over a period of 20 full days from Monday, April 26" to Saturday, May
15™ wherein we found 3,000 transactions and then prorated this to 76 days to match the data set size. This calculation
provided an estimated total of 10,754 transactions for 76 days.

After adding the number of existing home transactions in Chengdu and Shanghai, we calculate that all Lianjia stores
on the platform sold 51,225 existing homes over the 76 days period.

7% For the 142 cities we collected, BEKE’s platform has price information in ~62% of the cities on its platform.
"7 CRE Price, hosted by China Real Estate Association (CRE), is a platform provides real estate transaction data in
China, including housing prices, rents, and new housing prices.
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GTYV Estimate for Lianjia Existing Home Sales with Adjustments (76 Days) (May 25, 2021 — Aug 8, 2021)

Notes:

1. Chengdu's number of transactions was estimated based on the average number of transactions per store (6.12/store) for all
other Lianjia stores for which transaction data was available and then multiplied by the number of Chengdu stores.

2. Shanghai's estimates are based on 2,830 transactions, 20 full days' transactions from 4/26 to 5/15 and prorated to 76 days.
Shanghai’s avg transactions/store is the 2" highest, leading us to believe the estimate is highly company favorable.

3. When the average value of the transactions was not available for a specific city, a city with similar characteristics was used
as a base, and an adjustment was applied using CRE price existing home sale data.

4. Additional adjustments made to number of transactions and GTV to accommodate the timing difference between the
collection period (5/25 ~ 8/8) and the 2Q21 period (4/1 ~ 6/30).

When data on the average value of the transactions was not available for a specific city, a city with similar
characteristics was used as a base, and an adjustment was applied in order to approximate its localized value using
data on existing home sales from CRE price.”® The cities for which such estimates were made are shown in the table
below. For the purposes of benchmarking cities, we used the 2021 City Tier rankings by Yicai. These are included
to demonstrate that the reference cities are of an equal or higher tier, indicating a higher level of development. We
believe that benchmarking cities average home prices against higher Tier cities creates a Company favorable, making
our estimate of GTV more conservative.

We use the CRE’s pricing for reference; however, for illustrative purposes only we provide the examples which
present the September data from the CRE website. Note, in our calculation, Hangzhou’s adjustment uses the CRE’s
2Q average pricing data, not that from September.

8 China Real Estate Association, (Qingdao Xitai Real Estate Data Co., Ltd.) H[E EH#= I <, 5 iEREHF
HHEAPRE /A E], www.creprice.cn

Page 59 of 77



In the table below the left side provides reference price information from the CRE website, and the right side shows
the data for the adjustment. We used the percent difference in the average price per house from the CRE site and
applied it to the city transaction price. For example, Nanjing and Hangzhou are both provincial capitals, geographically
close to each other, and had average pricing per house higher than most other cities.

Above: CRE data for Sept 2021 Hangzhou existing home ASP (example)

Above: CRE data for Sept 2021 Nanjing existing home ASP (example)

The table below shows the cities and data which were adjusted based on the average sales price collected from
BEKE’s platform for the reference city and the CRE price data’s average listing price for 2Q21. The CRE listing
price will be higher than the actual sales price.”

7 As this price ratio is used to adjust the transaction price data for the reference city collected from the BEKE
platform, the effect is likely to be company favorable, but probably small.
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2Q21 Adjusted Transaction Values from CRE Price

Units: '000 rmb

We collected Q2 data for the existing home sales from BEKE’s platform over the 76-day period from May 25 to
August 8, 2021. This 76-day period straddles 6 weeks at the end of 2Q21 and 6 weeks at the beginning of 3Q21.
Because of new policy initiatives aimed at reining in the residential real estate market, sales volumes declined at the
beginning of the third quarter. ***' We therefore applied an upward adjustment to the collected data to reflect what
should have been stronger sales volumes in the first half of 2Q21. This adjustment to the sales volume is based on
data published by the China Housing Real Estate Association (“China Housing™) (* 5 B Il P8 52 H L) for the
second-hand housing market for 13 major cities® in April," May,* June,* July,*® and August.*” The China Housing
reported 402,000 transactions during the 2Q21 period for these 13 cities.

To calculate the adjustment, we started with the monthly number of transactions reported by China Housing and
convert that to a daily average for the months May through August. We then applied the daily average number of
transactions to the number of days in each month over our 76-day period, this provides a volume of transactions for
the 76 day period based on China Housing data. Then we take the sum and prorate the 76 days to the 91 days in 2Q21.

China Housing reported 402,000 transactions during the 2Q21. The estimated number of transactions for the 76-day
period based off of China Housing data was 366,588. This calculation indicates an adjustment of +9.66% to our 76-
day estimates would be appropriate to accommodate the timing difference.

80 http://www.xinhuanet.com/english/2021-01/06/c 139646693 .htm, https://www.bloombergquint.com/politics/xi-
renews-call-housing-should-be-for-living-in-not-speculation

*! The China Real Estate Association data indicated that across cities covered, the average selling price for the existing
homes over our 76-day collection period was roughly flat compared to those in 2Q21, we did not make an adjustment
to the average selling price to accommodate a difference between the first half of 2Q21 and the period of our data
collection.

%2 The 13 major cities are: Beijing, Shanghai, Guangzhou, Shenzhen, Tianjin, Qingdao, Nanjing, Wuhan,
Zhengzhou, Chongging, Chengdu, Xiamen, and Hefei.

% m.fangchan.com/data/13/2021-05-20/6811497953191334448 html

% m.fangchan.com/data/135/2021-06-21/6812575317111411031.html

% m.fangchan.com/data/133/2021-07-20/6823080881344024826.html

% www.fangchan.com/data/13/2021-08-18/6833595864750297431.html

*7 www.fangchan.com/data/135/2021-09-17/6844450560402592191.html
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After calculating the total from the number of transactions collected and estimated by the collected and estimated
average prices per transaction, we apply the 9.66% timing adjustment to the estimate GTV for the 76-day period. This
yields an 2Q 76-day Lianjia store GTV estimate of ~Rmb 181 billion. Last, we prorate the 76-day GTV to estimate a
91-day GTV for the 2nd quarter. Using this method, we approximate that BEKE’s existing home GTV from Lianjia
stores in Q2 2021 was only ~RMB 217 billion.

BEKE’s 2Q21 reported existing home GTV sales for its Lianjia stores of RMB 309.5 billion, suggesting that the
Lianjia existing home GTV figure was inflated by approximately ~43%.

In 3Q21, BEKE claimed that Lianjia stores’ existing home sales GTV was RMB 185.3 billion. Our program collected
another set of 76-day data, from June 30 to September 13, 2021.*® During this 76-day period we estimate BEKE’s
Lianjia stores had approximately 40,248 transactions. After applying what we think are conservative estimate to
complete the data set and prorating to the 76-day totals to the 31 quarter’s 92 days, we estimated that in 3Q21 BEKE’s
Lianjia existing home sales GTV was only Rmb ~161 billion, or inflated by approximately ~15%.

% Since the 76-day period of collected data for all cities except for Shanghai originated from within the 3Q21, no
timing adjustments were necessary.
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Notes:

1. Chengdu's number of transactions was estimated based on the average number of transactions per store plus an additional
25% (4.93/store) for all other Lianjia stores for which transaction data was available and then multiplied by the number of
stores.

2. Shanghai's estimated number of transactions is based on a 17.5% market share applied to the total number of existing home
transactions reported in the quarter (52,768) by public sources and then prorated to 76 days.” Shanghai’s avg number of
transactions/store is the 3rd highest leading us to conclude that the adjustment is highly company favorable.

3. Guangzhou and Wuhan’s average value per transaction is based on the 2Q (5/25-8/22) data set

4. When the average value of the transactions was not available for a specific city, a city with similar characteristics was used
as a base, and an adjustment was applied using the existing homes sales data from CREprice.

5. The number of transactions and average value per transaction for other cities comes from the 76-day period, 6/30 - 9/13.

Using the same methods as in 2Q21, when data on the average value of the transactions was not available for a
specific city, a city with similar characteristics was used as a base, and an adjustment was applied in order to
approximate its localized value using data on existing home sales from CRE price.”” The cities for which such
estimates were made and their estimates are shown in the table below.

89

https://zhuanlan.zhihu.com/p/428790729?utm source=wechat session&utm medium=social&utm 0i=1013776284
731772928

%0 WWWw.creprice.cn
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3Q21 Adjusted Transaction Values from CRE Price

After prorating our data to the number of days in the 3rd quarter,”’ we estimate that Lianjia’s existing home sales GTV
was approximately RMB ~161 billion in 3Q21, which suggests BEKE inflated the GTV by ~15%.

BEKE Inflated Lianjia’s existing home sales GTV

RMB M 2Q 2021 3Q2021 | 2Q-3Q 2021
Reported 309,500 185,300 494,800
MW estimate 216,839 160,984 377,823
Difference (92,661) (24,316) (116,977)
Inflated% 43% 15% 31%

We note that our estimate is very sensitive to Shanghai’s transaction numbers and average price per transaction. We
believe Shanghai’s estimates are conservative. For example, the Lianjia Shanghai Research Institute reported that the
average existing home selling price in Shanghai in August and September was just Rmb 3.18 and 3.13
million/house.””® Were we to assume Shanghai’s average transaction price was 3.85m (the mid-point of these two
ranges), then our total 92-day GTV estimate for 3Q21 would be just Rmb 142.5m, yielding a GTV inflation estimate
of 30%, or double our current estimate.

ii. Existing Home Sales: Connected Brokerages

BEKE’s connected stores are supposedly independently owned and operated stores that sign up to the ACN network
and collaborate on sales or part of its Deyou brand franchise network. The Company states its connected store network
exists in “more than 100 economically vibrant cities in China.””* BEKE claims its connected stores’ existing home
sale GTV was 342.5 billion in 2Q21.”> We performed the same exercise as was used for the Lianjia store existing
home sales to calculate the actual existing home sales GTV from connected stores.

192 days

92 http://house.china.com.cn/2107052.htm

% https://wap.sten.com/zgsbapp/yw/202110/t20211020 3776443.html
* BEKE 2020 20-F, p.54

> BEKE 2Q21 6-K, Financial Results
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Our program’s “Find Agent” search identified stores with agents listed on the platform in 140 cities. This excludes
Beijing or Shanghai where no non-self-operated Lianjia brand branch stores are operating.”

We estimate that the connected stores completed only approximately 113,463 existing home transactions between
May 25 to August 8, 2021. In Q2 we directly collected 110,574 transactions and estimate that there were
approximately 2,889 more across serval cities. These cities were Chengdu, Datong, Tai'an, Urumgqi, Deyang,
Liangshan, Suining, Quzhou, Yibin, Chengmai, and Pingdingshan.

For Chengdu and Datong two cities, we estimate the number of transactions per store at all other connected stores and
multiplied that by the number agents displayed for Chengdu and Datong in the data. To be company favorable, we
further assume that both cities are performing 25% above average, and estimate 1,778 transactions in Chengdu and
51 in Datong.

Additionally, in Q2 we identified another 9 minor cities from subsequent data collections and used their Q3 and Q4
data to estimate their number of transactions in Q2. First, we establish the individual proportion of the 9 cities'
stores to the total number of stores in the Q4 data (Sept 1- Nov 15), then apply the ratio of the 9 cities' individual
number of stores in (x-missing cities) to the total number of stores in the 2Q data (5/25-8/8) collection.

After adding these connected stores’ existing homes transaction volumes into our data set, we calculated that the
connected stores on BEKE’s platform completed 113,463 existing home transactions over the 76-day period.

For Shenzhen, Hangzhou, Chengdu, Xian, Hefei, Wuxi, Chengdu, Datong, plus the 9 cities in the table above, we
estimate their average transaction value by using the collected data for a similar city, benchmarking the price
differential in the reference city and the estimates city using CRE prices average existing home selling price, and

% BEKE 2020 20-F, p.60 “In Beijing and Shanghai, where Lianjia has established significant market penetration,
Lianjia is currently the only real estate brokerage brand with presence on Beike platform to guarantee high-quality
customer services and strengthen market-leading positions in these two markets.”
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adjusting accordingly. For small cities where the data contained transaction numbers, but did not include sales price
details, we use the CRE average 2Q 2021 averages sales prices for new homes sold in these cities.

2Q21 Adjusted Transaction Values from CRE Price

We then use these adjusted transaction values as the estimated/adjusted average price per transaction for the connected
stores in the 14 cities and apply them in the 2Q21 GTV estimate for connected stores in the table below.
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2Q21 - GTV Estimate for Connected Stores Existing Home Sales (76 Days) with Adjustments

Last, we again apply the 9.66% additional adjustment for the timing difference between 2Q21 period and the 5/25 to
8/8 data collection period which increases the GTV estimate from ~177 billion to ~194. Prorating this to 91 days
generates a 2Q21 connected store existing home sale GTV estimate of RMB ~233 billion, implying the connected
stores’ existing home sales GTV was inflated by ~47.2%.

In 3Q21, the Company claimed that its connected stores’ existing home sales GTV was RMB 192.9 billion.”” We
conducted our estimation exercise and approximate BEKE’s GTV in 3Q2021. Our program collected 92,004 existing
home sales transactions from connected stores from June 30, 2021, to September 13, 2021. We estimate that the
connected stores’ existing home sales GTV was ~RMB 165 billion, suggesting 17% GTV inflation.

" BEKE 3Q21 6-K, Financial Results
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We use the same basic methodology to compose this 3Q21 connected store existing home estimate, but because more
of the cities have directly collected data for the number of transactions, fewer estimates were needed.

For Chengdu, we estimated the number of transactions in the same way as was conducted for 2Q21’s connected store
existing home estimate, including the +25% adjustment to make the estimate conservative and company favorable.

3Q21 Chengdu Connected Stores Est. Number of Existing Home Transactions

All connected stores transactions (x-Chengdu, Ping%shan) 92,004 a
Total connected stores displayed on the platform (x-Chengdu, Pingdingshan) 37,499 b
Number of Chengdu connected stores displayed on the platform 996 [
All connected stores less Chengdu 36,503 e=b-c-d
Avg # transactions/stores or all connected stores (x-Chengdu) 2.52 e=ale
Adjustment to assume all Chengdu stores are performing above avergage 25% f
Est. number of transactions per store for Chengdu 3.15 g
Estimated number of Chengdu connected store transactions in 3Q21 3,138 h=g*c

The average value per transaction for cities for which we were not able to directly collect this data, the same method
was applied but Q3 data was used. In this data set, we obtained no pricing data for Wuhan and Guangzhou. As such
we substituted these two cities’ Q2 directly collected transaction pricing.

3Q21 Adjusted Transaction Values from CRE Price

Notes:
Wuhan's Avg Value per Reference City Transaction originates from the 2Q (5/25-8/22) data set
Units: '000 rmb
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3Q21 - GTV Estimate for Connected Stores Existing Home Sales (76 Days: 6/30-9/12) with Adjustments

Average Esth@icd' . - . Average Eslifnatcd/
Number of Value per Adjusted |Esitmated Existing Number of Value per Adjusted Esitmated Existing
y Number of Existing . . Avergage Home GTV 76 y Number of Existing - . Avergage -
Ref. City Transaction . Ref. City Transaction . Home GTV 76 days
Stores quct Collected Transaction days Stores Home Collected Transaction (RMB '000)
Transactions (RMB '000) Value (RMB '000) Transactions (RMB '000) Value
(RMB '000) (RMB '000)
1 |Jian = 143 303 1,010 306,030 | 71 [Xiamen 646 909 3,645 3313492
2 [Zhongshan s 572 1,086 1079 1171812 | 72 |Zhuzhou 115 426 661 281,522
3 [Ningbo T 869 1425 2,020 2878378 | 73 |Nantong 823 944 1469 1,386,924
4 [Linyi T 296 345 L177 696,870 | 74 |Guangyuan 63 113 850 96,050
5 |Taiyuan KJE 625 1,072 1,122 1,202,761 75 __|Chonggin; 840 2,142 1,129 2417476
6 |Leshan Ll 192 381 499 190208 | 76 k di 67 148 653 96.648
7__|Qingdao i) 660 1,920 1,706 327579 [ 77 ji 75 156 687 107,106
8 |Harbin VARG 309 1,326 704 933202 | 78 |Jinin; 181 520 1,046 543,829
9 _|Changsha Kb 722 2,001 1,078 2,157,502 | 79 |Jiangmen 79 109 686 74,792
10 [Wuxi £ 573 1216 2316 2,816,565 | 80 [Mi 290 758 830 629,490
11 |Guiyang il 406 1,423 895 1272911 81 _|Zhaoxing 375 498 1,420 706,985
12 |Zhoukou L 110 329 5,768 1,897,672 | 82 |Wuhu 458 1,256 1,500 1,884,000
13 |Jivjiang JUT 191 472 862 406,810 [ 83 |Zhangzhou 348 781 1,039 811,410
14 _|Shenyang by s] 850 2345 862 2,022,026 | 84 |Shenzhen 806 457 5245 2,396,972
15 |Hangzhou BN 862 2,639 - - 85 |Zhanjiang 66 97 891 86,460
16 |Shangrao Fi 210 398 866 344496 | 86 |Jinzhong 33 59 830 48,970
17 _|Hanzhong G 85 413 740 305,620 | 87 |Hohhot 388 1,200 1,023 1,227,690
18 | Xiangyang (SX) |skfH 210 424 1,070 453,680 | 88 |Jingdezt 39 69 790 54,510
19 |Zhenjiang HUT 166 627 925 580,185 | 89 |Yichang 114 268 970 259.960
20 __|Changde HiE 90 212 662 140329 | 90 |Qingyuan 100 179 811 145210
21 |Nanchan E=] 667 1,159 1,304 1,511,544 | 91 |Zunyi 71 156 680 106,080
22 |Weifang HEb 200 576 780 449013 | 92 [Ya'an 23 51 670 34,170
23 |Handan HREE 60 107 1,090 116,630 [ 93 |Huaian 176 375 1,125 421875
24 [Kaifeng i 162 306 671 205367 | 94 [Yinchuan 427 1,764 746 1,316,508
25 [Anging ZER 131 510 840 428,400 | 95 [Kunshan 432 1,676 1,836 3,076,968
26 [Huangshi ga 137 182 628 114220 [ 96 |Weihai 108 220 934 205,500
27 _[Meishan L 69 105 800 84000 | 97 |Xinxiang 97 269 758 203,960
28 [Nanchong BT 159 292 555 162,106 | 98 |Fuyang 71 87 1,050 91,350
29 [Zhengzhou Sl 839 1433 1,346 1928111 99 [Neijiang 46 48 610 29,280
30 [Dazhou 23] 107 123 615 75630 | 100 |Haikou 159 400 1929 771514
31 |Lanzhou =3 239 704 1,042 733,880 | 101 |Baotou 320 893 644 574,943
32 |Kunming £ 538 1,002 1,210 1212277 | 102 |Jilin Sl 434 627 272,254
33 |Fuzhou (FI) Gizhl 334 610 2228 1,358,903 | 103 |Changzhou 229 397 1,608 638,368
34 [Luoyang J&H 280 637 995 633,603 | 104 |Jiaxing 429 917 1448 1,327,508
35 |Chengdu R ** 996 3,138 1,672 5245523 | 105 |Jinhua 84 133 2217 294912
36 __|Zhuhai g 458 699 2,088 1,459.398 | 106 |Beihai 209 499 591 294981
37 _|Dalian ik 595 2,600 1,108 2880479 | 107 |Haian 18 32 1,198 38350
38 [Xian % 1312 3,083 1.855 5717796 [ 108 |Taizhou 109 261 1,930 503,842
39 [Hefei SR 892 2,888 2,028 5856448 [ 109 |Ma'anshan 224 862 1,100 948200
40 |Yueyang EIH 102 248 623 154457 [ 110 |Huanggan 37 71 740 52,540
41 |Wenzhou SEIN 318 625 1,845 LI1S3,115] 111 [Hengyang 50 63 680 42,840
42 | Shijiazhuang HZEIE 519 1,572 1,241 1,951,596 | 112 |Baoding 48 85 921 78323
43 |Chifeng G 3 115 402 683 274376 | 113 |Yongzhou 34 46 630 28,980
44 [Changchun K& 416 1,534 916 1405022 | 114 |[Dongguan 485 368 1,950 717,600
45 |Ganzhou B 257 358 1,390 497620 [ 115 |Taicang 12 36 1,908 68,700
46 _|Suzhou 869 2414 2,797 6,751,025 | 116 [Changshu 31 90 1,406 126,520
47 _|Quanzhou FEIN 400 753 2,570 1935210 [ 117 |Pingxiang 29 17 640 10,880
48 | Tangshan BEL 292 689 892 614423 | 118 |Panzhihua 33 74 620 45,880
49 |Datong KE 13 2 525 1,050 | 119 |Yancheng 180 302 1,268 383,007
50 |Dali KIE 38 64 2,020 129280 [ 120 |Huzhou 153 488 1,209 589.963
51 |Zibo W 134 444 818 363270 | 121 |Luzhou 35 50 720 36,000
52 |Jinan e 424 1277 1,584 2,023.200 | 122 |Yunchen; 32 20 760 15200
53 |Yantai HE 331 594 1,021 606,617 | 123 |Tianshui 15 19 920 17.480
54 [Foshan ffhLL 651 1,074 1491 1601319 | 124 |Jurong 2 3 3,157 9470
55 |G [ 1,049 2319 2,697 6254343 [ 125 |Xinyu 18 9 780 7.020
56 _[Dandong SR 48 273 581 158478 | 126 |Tongliao 29 105 680 71,400
57 [Xuchang in=1 142 237 618 146480 [ 127 |Lianyungang 82 69 1,570 108,330
58 |Wuhan ER 1,367 3250 1,782 5,791,500 | 128 |Fuzhou (JX) T 25 33 880 29,040
59 |Xiangyang (HB) |FE[H 198 492 883 434,624 [ 129 |Yichun HE 59 76 1,060 80,560
60 _|Tianjin Ei 1,019 6,390 1,547 9.883978 | 130 [Chengde K 15 25 1,010 25250
61 [Nanjing g 715 1,562 2467 3,853,702 | 131 |Qidong B 2 5 2,162 10,810
62 |Xuzhou I 316 689 1,158 797,569 | 132 |Taian Ee 23 52 2,983] 155,118
63 |Langfang JEE 369 2,209 1,327 2931673 [ 133 |Urumgi =Y ad 30 134 744] 99.718
64 |Heze b 83 133 674 89,590 | 134 |Deyang 29 109 5245 571,707
65 | Xiangxi (HN) SHIFE*** 14 39 590 23,010 | 135 |Liangshan 26 61 739 45,097
66 _|Nanning BT 270 378 1,191 450,084 [ 136 |Suining 32 75 530) 39.783
67 _|Liaozhou L 143 263 821 215941 | 137 [Quzhou 7 36 1,795] 64,637
68 [Huizhou ESill 575 653 978 638,690 | 138 |Yibin 20 61 2316 141,291
69 [Guilin HEbE 183 273 558 152,306 [ 139 |Chengmai 7 26 1,672 43.462
70 [Baoji EC) 40 250 590 147,500 | 140 |Pingdingshan | SETfiLLI** 14f 70 536 37494
*Estimated value calcualtion detailed per separate table, otherwise per cre.comis Sept 2021 city's avg listing price. Total (76 days) 38,509 95212 136,131,390

**Number of transactions in the quarter was not in the collected data, estimate is detailed in separate table.
***Guangzhou, Wuhan,
P L R R RS

vergage value per transaction obtained from the 5/25-8/8 data set

Together with the Lianjia stores’ existing home sales GTV overstatement, our collected data suggests BEKE inflated
its existing home sales GTV by 33% in 2Q-3Q 2021.
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2Q2021 3Q2021 2Q-3Q 2021
RMB M Reported | MW estimate | Inflated% Reported | MW estimate | Inflated% Reported | MW estimate | Inflated%
GTV of new home sales by Lianjia and connected 498,300 206,866 141% 410,100 195,358 110% 908,400 402,224 126%
GTV of existing home sales by Lianjia 309,500 216,839 43% 185,300 160,866 15% 494,800 377,706 31%
GTV of existing home sales by connected stores 342,500 232,630 47% 192,900 164,791 17% 535,400 397,421 35%
GTV of existing home sales 652,000 449,469 45% 378,200 325,657 16% 1,030,200 775,126 33%
GTV of home sales 1,150,300 656,335 75% 788,300 521,015 51% 1,938,600 1,177,350 65%

In total, the collected data suggested that BEKE inflated its new home and existing home sales GTV by 65% in 2Q-
3Q 2021.

Data Verification Checks

To verify that our collected data was comprehensive, we compared the key metrics from the data we collected from
the platform with BEKE’s SEC disclosures.

BEKE reported connecting with 278 real estate brokerage brands other than Lianjia.98 In our July data collection,
we identified 310 brands.

BEKE stated that its Lianjia stores operate in 29 cities in China.”” Our collected data captured Lianjia brokerage
transaction data in 29 cities.

BEKE reported that its platform includes connected brokerages in “more than 100 economically vibrant cities in
China.”"® We collected transaction data from connected and franchise stores with agents for 140 cities, excluding
Beijing and Shanghai. Including Beijing and Shanghai we collected transactions from 142 cities.

We also note that BEKE’s online website doubles as an MLS and contains listings for over cities around China plus
cities in the US, Canada, Japan, Thailand, Singapore, Germany, France, the UK, Australia.'®" Our July data
collections identified the individual webpages for each of the 241 domestic China websites. Recently this number
has declined to 227.

Because BEKE does not claim to have overseas business, we did not investigate the overseas listings.

For mainland China, these cities’ store pages did not contain the same level of completeness as other cities.
Substantially all of these cities are in lower tier cities, such as 3, 4™ 5™ tier cities as well as “no tier” cities and
“country-level cities.” Furthermore, the majority of these cities are missing store listings, agent listings, any property
listing and/or transaction information. Some sites redirect back to the BEKE main page. We believe these the vast
majority are listing sites only.

In the cases where we found cities serviced by a BEKE agent, the agent was not local but from a neighboring city.
For example, in Yangzhou, a Tier 3 city in Jiangsu, the agent listing the new home property works in a store in
nearby Zhenjiang. The business license related to this agent is for a store called Deyou Fenghuangcheng Flagship
store A.'"? This store and this agent are in our data under the city Zhenjiang. This pattern of coverage was repeated
for other small cities and their stores, agents, and/or transaction data could be seen in our data sets. A screen shot of
a Yangzhou listing page and the connection to the Deyou Fenghuangcheng agent is below.

To the extent some or any of these cities provide a contribution to total GTV that is not collected and flowing
through a neighboring city in the collected data sets, we believe it will very likely be small and will not have a
significant impact on our overall estimates.

* BEKE 2020 20-F, p.60

% BEKE 2020 20-F, p.60

% BEKE 2020 20-F, p.54

101 BEKE F -1A, dated Nov. 16, 2020, p. 2, “We believe that ACN, from its inception, is similar to the Multiple
Listing Service, or MLS, in the United States.”

192 Store name: {5 KB A 5, company name: 48T i (4 Fg it = 40 A IR A B AI 5 50 44 F
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Above: BEKE landing page for Yangzhou, the listing is serviced by a Deyou agent in neighboring Zhenjiang
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Appendix II: Sanhe Langfang Ghost Store Case Study

In the report, we presented two examples in Sanhe Langfang that show BEKE inflates its store count by having
ghost stores at the same location. This Appendix provides additional examples of Ghost Stores that we found:

e Example 1: Branch No. 10 and No. 79 are also the Same Store

Branch No. 10 and No. 79 are also co-located but presented as distinct and different stores on BEKE’s platform with
different store numbers, different branch numbers, and different SAIC business registrations.

On BEKE’s platform, both Branch No. 10 and Branch No. 79 are shown with the same vague location description:
“Shenwei North Street.”

Above: Sanhe Lianjia Yanjiao Branch No. 10 on BEKE’s platform, aka Lianjia Yanjing Hangcheng Store No. 4'*

Above: Sanhe Lianjia Yanjiao Branch No. 79 on BEKE’s platform, aka Lianjia Yanjing Hangcheng Store No. 2'*

The use of similar but different store names and the extremely vague store location descriptions and addresses is a
common theme on BEKE’s platform. It suggests the platform created an ecosystem that was devised to obfuscate,
allowing some stores to exist on paper alone.

Further, Branch No. 10 was initially registered in unit 1-1914, which is currently occupied by a Century 21 branch, a
connected store held by Zhonghuan. Interestingly, Branch No. 10 changed its registered address from street number
1914 (the current Century 21 location) to 1913 on March 18, 2021. This is another instance where stores move just
one or two doors down the street. This move makes little economic sense. Both locations are in the middle of a block,
not on a corner, so the new location would provide little to no impact to attract traffic. In addition, moving costs,
decorating expense and the impact of business disruption all suggest the move did not happen. We believe Branch No.
10 only changed its registered address to hide its connection with Century 21 or Zhonghuan.

193 hitps://m.ke.com/store/11018900761765031134.html , FEETARYK 4 JE, Branch 10
104 hitps://m.ke.com/store/10088500751985031478.html , FEETARY 2 JE, Branch 79
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o
Date of Amendment

o o
Before After

Above: registration details and changes to the Branch 10

Above: Left, the Century 21 at 1-1914, Right, the Lianjia Store at 1-1913
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Because of Lianjia’s claims of an extensive national network, we believe Sanhe Langhang’s examples indicate a
systemic inflation of store and agent counts.

e Example 2: Sanhe Lianjia Yanjiao Branch Store 51 Does Not Exist

Branch No. 51 was established around the same time as Branches No. 54-59, those branches explored in another
example; it even has the same legal representative and phone number as those branches. It is registered at Zhugedian
Village in Yanjiao Town. Yet when we visited the site, we could not find any Lianjia or other real estate brokerage
to speak of.

No Lianjia Store at the Zhugedian Village

Source: Site Visits, 04 2021
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e Example 3: SAIC Registrations Show Two Neighboring Lianjia Stores, But One is a Restaurant

According to the SAIC records, Branch No. 4 and 88 are registered on the same street, only two stores away. We
visited these two branches’ registered addresses. Yet we only found one Lianjia store (Branch 88). The location where
Branch No. 4 should be is actually a restaurant.

No Branch No. 4 But a Restaurant

Source: Site Visits, Q4 2021

The Baidu Map also confirms that the restaurant is located at Branch No. 4’s registered address.

The Restaurant Xiang Gu Li ‘s address on Baidu maps

Source: Baidu Maps
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According to a Chinese corporate registration database, Branch No. 4 and No. 88 filed their 2020 annual reports and
are supposedly active. Yet, both our site visits and the Baidu Maps indicate that Branch 4 does not exist.

e Example 4: Missing Sanhe Lianjia Branches are Set up as Deyou Branches

When reviewing Lianjia’s SAIC registrations, we found two Lianjia stores that share addresses with two Deyou stores.
More importantly, in our site visits we found a Deyou store at one of these physical locations, but not Lianjia.

Branch No. 56, one of the seven Lianjia’s, is registered at ShouErYuan TianCheng, District E, building 7, 1st Floor,
Unit 1, Suite A1-8 in the Yanjiao New High-Tech Zone in the SAIC records.'” The same address is also registered
with the SAIC by Langfang Wisdom Deyou.

Deyou is supposedly a franchise brand owned by BEKE, and all Deyou stores should be owned by franchisees.

Source: BEKE Prospectus Aug 13, 2021, p. 170

Yet the SAIC records indicate that this Deyou store shares the same registered address with a Lianjia store. This Deyou
store registered in the location of a missing Lianjia store appears to be pulling double duty — doubling up as a Lianjia
store and being counted as a Deyou store.

" BB XA, HAZEHEWE REHE—HEX—H% 71 1 25T 12 A2-6
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The double duty being pulled at Branch no. 56 is not a single incident. We also found Branch No. 36 and another
Deyou store share a same registered address.'” When we visited, we only the found the Deyou store at that location.

Found Deyou Store at Lianjia Store’s Registered Address

As discussed earlier in this report, Lianjia stores and Deyou franchise stores present very different economic
contributions to BEKE. All of the commissions collected by Lianjia stores are reported on a gross basis, while only
a small percent of the commissions generated by Deyou stores plus some other possible fees flow to BEKE from
Deyou operations. Therefore, changing from a Lianjia to a Deyou store is not a matter of rebranding, but one of
economics — directly impacting commission revenue.

1 =R R EALERAE), HMABFR XL EMERE 2 S
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