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CERTAIN CONVENTIONS

Unless otherwise indicated, all translations from U.S. dollars to RMB in this annual report were made at a rate of US$1.00 to RMB
7.0999, the exchange rate as set forth in the H.10 statistical release of the U.S. Federal Reserve Board on December 29, 2023. No
representation is made that the RMB amounts referred to herein could have been or could be converted into U.S. dollars at any particular
rate or at all. On April 19, 2024, the exchange rate was US$1.00 to RMB 7.2403. Any discrepancies in any table between totals and sums
of the amounts listed are due to rounding.

Unless otherwise indicated, in this annual report,

o  “ADRs” are to the American depositary receipts that may evidence our ADSs;

o “ADSs” are to our American depositary shares, each representing ten ordinary shares;

e  “China” or the “PRC” refers to the People’s Republic of China, excluding, for purposes of this annual report, Hong Kong,
Macau and Taiwan;

o  “Consolidated Affiliated Entities” are to Tianjin Jizhu, Shanghai Huanmei and its wholly owned subsidiary Huanmei Travel,
and Ningbo Futing, each of which is a Consolidated Affiliated Entity;

o  “Consolidated Fund” is to Ningbo Hongting Investment Management Center (LLP) (“Ningbo Hongting”) and its subsidiary;

e  “Deutsche Hospitality” or “legacy DH” refers to Steigenberger Hotels GmbH (formerly known as Steigenberger Hotels
Aktiengesellschaft), a subsidiary of our company established under the laws of Germany on September 12, 1985, and its
subsidiaries;

e “EUR” or “Euro” refers to the legal currency of European Union;

o “HKD” refers to the legal currency of Hong Kong;

e “Hong Kong” or “HK” refers to the Hong Kong Special Administrative Region of the PRC;

o “Hong Kong Listing Rules” are to the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited,

o  “Hong Kong Stock Exchange” is to The Stock Exchange of Hong Kong Limited,

e  “Huanmei Travel” is to Huanmei International Travel Agency (Shanghai) Co., Ltd.;

®  “leased hotels” are to leased-and-operated hotels;

®  “legacy Huazhu” refers to our company excluding Deutsche Hospitality;

®  “manachised hotels” are to franchised-and-managed hotels;

e  “Ningbo Futing” is to Ningbo Futing Enterprise Management Co., Ltd.;

e  “Ningbo Hongting” is to Ningbo Hongting Investment Management Center (LLP);

®  “occupancy rate” refers to the number of rooms in use divided by the number of available rooms for a given period;

®  “RevPAR” refers to revenue per available room, calculated by room revenue during a period divided by the number of available
rooms of such hotel during the same period;
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e  “ordinary shares” or “Shares” are to our ordinary shares, par value US$0.00001 per share;
o  “RMB” or “Renminbi” refers to the legal currency of China;
o  “Shanghai Huanmei” is to Huanmei Information Technology (Shanghai) Co., Ltd.;

e “Tianjin Jizhu” is to Tianjin Jizhu Information Technology Co., Ltd. (formerly known as Tianjin Mengguang Information
Technology Co., Ltd.);

e “US$” and “U.S. dollars” are to the legal currency of the United States;
o “VIEs” are to the Consolidated Affiliated Entities and the Consolidated Fund; and

o “We,” “us,” “our company,” “our” and “Huazhu” are to H World Group Limited (formerly known as Huazhu Group Limited
and China Lodging Group, Limited), a Cayman Islands exempted company with limited liability, its predecessor entities and its
subsidiaries and, in the context of describing our operations and consolidated financial information, the VIEs.

When calculating the number of cities in China with our hotel network coverage in this annual report, we include the number of
municipalities, cities and counties with at least one hotel under our operation or under development.

In June 2021, we effected a share split that each issued and unissued ordinary share with a par value of US$0.0001 was sub-divided
into ten ordinary shares with a par value of US$0.00001 each (the “Share Subdivision”). Concurrent with the Share Subdivision, the ratio
of ADS to ordinary share was adjusted from one (1) ADS representing one (1) ordinary share to one (1) ADS representing ten (10)
ordinary shares. Except otherwise stated, the Share Subdivision has been retrospectively applied for all periods presented in this annual

report.
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FORWARD-LOOKING STATEMENTS

This annual report on Form 20-F contains forward-looking statements that are made under the “safe harbor” provisions of the U.S.
Private Securities Litigation Reform Act of 1995. All statements other than statements of historical fact contained in this annual report,
including those regarding our future financial position, strategies, plans, objectives, goals and targets, future developments in the markets
where we participate or are seeking to participate and any statements preceded by, followed by or that include the words “aim,”
“anticipate,” “believe,” “could,” “estimate,” “expect,” “going forward,” “intend,” “may,” “ought to,” “plan,” “potential,” “predict,”
“project,” “seek,” “should,” “will,” “would,” “vision,” “aspire,” “target,” “schedules,” “goal,” “outlook” and the negative of these words
and other similar expressions, as they relate to us or our management, are intended to identify forward-looking statements. Such
statements reflect the current views of our management with respect to future events, operations, liquidity and capital resources, some of
which may not materialize or may change. These statements are subject to certain known and unknown risks, uncertainties and
assumptions, including the risk factors as described in this annual report. You are strongly cautioned that reliance on any forward-looking
statements involves known and unknown risks and uncertainties. The risks and uncertainties facing us which could affect the accuracy of
forward-looking statements include, but are not limited to, the following:

29 ¢ 99 29 ¢ 29 ¢, 99

99 99 EERT3

e our anticipated growth strategies, including developing new hotels at desirable locations in a timely and cost-effective manner
and launching a new hotel brand,

e our future business development, results of operations and financial condition;

e expected changes in our revenues and certain cost or expense items;

e  our ability to attract customers and leverage our brand;

e trends and competition in the lodging industry;

e the status of the relevant regulatory and legislative developments in the countries we operate; and

e general economic, business and socio-political conditions globally, including recent Israel-Hamas war and Russia-Ukraine war.

By their nature, certain disclosures relating to these and other risks are only estimates and should one or more of these uncertainties
or risks, among others, materialize, actual results may vary materially from those estimated, anticipated or projected, as well as from
historical results. Specifically but without limitation, sales could decrease, costs could increase, capital costs could increase, capital
investment could be delayed and anticipated improvements in performance might not be fully realized.

We would like to caution you not to place undue reliance on these forward-looking statements and you should read these statements
in conjunction with the risk factors disclosed in “Item 3. Key Information—3D. Risk Factors.” Other sections of this annual report
include additional factors that could adversely affect our business and financial performance. Moreover, we operate in an evolving
environment. New risk factors and uncertainties emerge from time to time and it is not possible for our management to predict all risk
factors and uncertainties, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements. We qualify all of our
forward-looking statements by these cautionary statements.

You should not rely upon forward-looking statements as predictions of future events. We undertake no obligation to update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise.
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PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION

H World Group Limited is a holding company incorporated in the Cayman Islands. As a holding company, it has no material
operations of its own and conducts substantially all its operations through its subsidiaries. China is one of our major markets, and we also
have operations in other countries and areas including Europe, the Middle East and the Southeast Asia.

Permits and Permission Required from the PRC Authorities for Our Operations

We conduct our business in China through our subsidiaries, and for some businesses the direct holding of which is restricted by PRC
law, through the Consolidated Affiliated Entities, including the VIEs, which we are required to obtain certain permissions from the PRC
authorities. The PRC government has exercised, and may continue to exercise, substantial influence or control across sectors of the
Chinese economy. Our ability to operate in China may be undermined if our subsidiaries or the VIEs are not able to obtain or maintain
approvals to operate in China. The central or local governments could impose new, stricter regulations or interpretations of existing
regulations that could require additional expenditures and efforts on our part to ensure our compliance with such regulations or
interpretations. As of the date of this annual report, we and the VIEs have received all requisite permits, approvals and certificates from
the PRC government authorities to conduct our business operations in China. However, given the uncertainties of interpretation and
implementation of relevant laws and regulations and the enforcement practice by government authorities, we cannot assure you that
relevant policies in this regard will not change in the future, and such change may require us or our subsidiaries or VIEs to obtain
additional licenses, permits, filings or approvals for conducting our business in the PRC. If we or our subsidiaries or VIEs do not receive
or maintain required permissions or approvals, or inadvertently conclude that such permissions or approvals are not required, we may be
subject to governmental investigations or enforcement actions, fines, penalties, suspension of operations, or be prohibited from engaging
in relevant business or conducting securities offering, and these risks could result in a material adverse change in our operations,
significantly limit or completely hinder our ability to offer or continue to offer securities to investors, or cause such securities to
significantly decline in value or become worthless.

As advised by our PRC counsel, JunHe LLP, as of the date of this annual report, none of our PRC subsidiaries or VIEs are required
to obtain any further permission or approval from China Securities Regulatory Commission (the “CSRC”), Cyberspace Administration of
China (the “CAC”), or other PRC regulatory authorities to approve our contractual arrangements with the VIEs and their respective
shareholders other than the permissions related to certain businesses operated by the Consolidated Affiliated Entities, or the renewal of
the permission or approval we have already obtained (if applicable).

JunHe LLP is of the view that:

(a) pursuant to the Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies (the “Trial
Measures”) and its relevant notes and five supporting guidelines (each, “Supporting Guideline”), which came into effect on March 31,
2023, PRC-based companies that seek to offer and list securities in overseas markets, either through direct or indirect means, are required
to conduct relevant filings with the CSRC.

Furthermore, pursuant to the Circular on the Arrangements for the Filing-based Administration of Overseas Securities Offering and
Listing by Domestic Companies (the “Trial Measures Circular”), companies that have already offered or listed securities overseas prior
to the implementation of the Trial Measures be are considered as “Stock Enterprises”, and these Stock Enterprises are not required to
apply for filings immediately with CSRC until a re-financing event takes place and then a filing for such re-financing is required.
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As our company is considered as a Stock Enterprise, our PRC subsidiaries or the VIEs are not subject to immediate filing
requirements under the Trial Measures. However, in the event of our future re-financing in an overseas market (whether on Nasdag,
Hong Kong Stock Exchange or in other overseas market), we will be subject to relevant filing requirements of the CSRC; and

(b) with respect to the regulatory requirements for cyber security and data protection, according to the Cybersecurity Review
Measures, which became effective in February 2022, a company is subject to cybersecurity review if it affects or may affect national
security and falls under any of the following circumstances: (i) it is a critical information infrastructure operator (“CIIO”), who purchases
network products and service, or (ii) it is a network platform operator who carries out data processing activities. In addition, any network
platform operator possessing over one million users’ individual information must apply for a cybersecurity review before listing abroad.
Relevant PRC regulatory authorities may also initiate cybersecurity review if they determine that certain network products, services, or
data processing activities affect or may affect national security.

As of the date of this annual report, none of our company, our subsidiaries or the VIEs has received any notice from the CAC or
other PRC regulatory authorities that identifies any of these entities as a CIIO under the Cybersecurity Review Measures or has been
required to go through a cybersecurity review by any PRC authorities. Also, none of our company, our subsidiaries or the VIEs has
received any notice from the CAC or other PRC regulatory authorities that investigate our data processing activities or accuses our data
processing activities affecting national security.

In November 2021, the CAC promulgated the Draft Administrative Regulations on Cyber Data Security, or the Draft Cyber Data
Security Regulations, for public comment. These draft regulations set forth different scenarios under which data processors would be
required to apply for cybersecurity review, including, among others, (i) merger, reorganization or division of Internet platform operators
with significant data resources related to national security, economic development or public interests that affects or may affect national
security; (ii) overseas listing of issuers who process over one million users’ personal information; (iii) Hong Kong listing that affects or
may affect national security; or (iv) other data processing activities that affect or may affect national security. In addition, data policies
and rules and any material amendments thereof of large Internet platform operators with over 100 million daily active users would be
evaluated by a third-party organization designated by the CAC and be approved by the respective local branch of cyberspace and
telecommunication at the provincial or above level. However, there is no definite timetable as to when these draft regulations will be
enacted. As such, none of our company, our PRC subsidiaries or the VIEs is required to obtain approval from CAC.

On July 7, 2022, the CAC issued the Measures for the Security Assessment of Data Cross-border Transfer, or the Security
Assessment Measures, which became effective on September 1, 2022. In accordance with the Security Assessment Measures, a data
processor should apply to the CAC for a data export security assessment under certain circumstances, including, among others, (i) where
a data processor provides important data abroad; (ii) where a critical information infrastructure operator or a data processor processing
personal information of over one million people provides personal information abroad; (iii) where a data processor has provided personal
information of 100,000 people or sensitive personal information of 10,000 people in total abroad since January 1 of the previous year;
and (iv) other circumstances prescribed by the CAC. Moreover, the Security Assessment Measures provide that for non-compliant cross-
border data transfers that had been carried out before this regulation came into effect, rectification must be completed within six months
from the effective date of the regulation. The said rectification includes, among others, a self-assessment on the risks of cross-border data
transmission. After the completion of rectification, the data processor should file an application with the CAC by submitting materials
including, (i) a declaration form; (ii) a self-assessment report on the risks of cross-border data transmission; (iii) the legal documents to
be concluded by the data processor and the overseas recipient; and (iv) other materials necessary for data export security assessment.

As of the date of this annual report, we have conducted the self-assessment on the risks of the cross-border data transfers involved in
our business operations pursuant to the regulation and have filed an assessment filing with the CAC within six months from the effective
date of the regulation. We have received the written decision from the CAC approving the cross-border data transfers required for
overseas hotel operation.
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On February 22, 2023, the CAC issued the Measures for the Standard Contract for Outbound Transfer of Personal Information,
which became effective on June 1, 2023. Pursuant to PRC law and such regulation, entering into a CAC-formulated standard contract
with the overseas data recipient is a pre-requisite for a data processor to transfer data abroad, if such data processor meets all the
following conditions: (i) it is not a CIIO; (ii) it processes personal information of fewer than one million individuals; (iii) it has
cumulatively transferred personal information of fewer than 100,000 individuals abroad since January 1 of the previous year; and (iv) it
has cumulatively transferred sensitive personal information of fewer than 10,000 individuals abroad since January 1 of the previous year.
Within ten (10) working days after the standard contract takes effect, the data processor should file the executed standard contract with
the CAC.

On March 22, 2024, the CAC enacted the Provisions on Promoting and Regulating Cross-Border Data Flows (the “Cross-Border
Data Flows Provisions”), which replaced the trigger event of a data processor’s responsibility to apply for the data export security
assessment, submit the standard contract filing, or obtain the compliance certification under the Security Assessment Measures and the
Measures for the Standard Contract for Outbound Transfer of Personal Information, and further regulated that such responsibilities can
be exempted under certain circumstances, including, among others: (i) an individual’s information must be provided abroad for entering
into or performing a contract which the individual is a contracting party, such as for cross-border shopping, cross-border delivery, cross-
border remittance, cross-border payment, cross-border account opening, air ticket and hotel reservation, visa processing and examination
services; (ii) an employee’s information must be provided abroad for human resource management under the labor-relating rules and
regulations and a collective contract signed in accordance with the law; (iii) an individual’s information that must be provided abroad to
protect the safety of his/her life and property under emergency circumstances; and (iv) the cumulative number of the individuals’
information that a data processor (other than CIIO) transferred abroad in a year since January 1 is smaller than 100,000 individuals and
no sensitive personal information is included.

There remains uncertainty as to how current or future relevant rules published by the CSRC and the CAC will be interpreted or
implemented, and the opinions summarized above are subject to new laws, rules and regulations and/or detailed implementations and
interpretations. In addition, PRC laws and regulations governing the conditions and the requirements of such approval are uncertain, and
the relevant regulatory authorities have broad discretion in interpreting these laws and regulations. Accordingly, the PRC regulatory
authorities may take a different view than what is described above. PRC regulatory authorities that regulate our business and other
participants in our industry may not agree that our corporate structure or any of the above contractual arrangements comply with PRC
licensing, registration or other regulatory requirements, with existing policies or with requirements or policies that may be adopted in the
future.

Furthermore, under current PRC laws, regulations and regulatory rules, our PRC subsidiaries or VIEs may be required to obtain
permissions from the CSRC and may be required to go through cybersecurity review by the CAC, in connection with any offering and
listing in an overseas market. If we fail to obtain the relevant approval or complete other review or filing procedures for any future
offshore offering or listing, we may face sanctions by the CSRC or other PRC regulatory authorities, which could include fines and
penalties on our operations in China, limitations on our operating privileges in China, restrictions on or prohibition of the payments or
remittance of dividends by our subsidiaries in China, restrictions on or delays to our financing transactions offshore, or other actions that
could have a material adverse effect on our business, financial condition, results of operations, reputation and prospects, as well as the
trading price of our ADSs.

For more detailed information, see “—D. Risk Factors—Risks Related to Doing Business in China—Recent regulatory
developments in China may subject us to additional regulatory review and disclosure requirements, expose us to government influence,
or otherwise restrict or completely hinder our ability to offer securities and raise capital outside China, which could adversely affect our
business operations and cause the value of our securities to significantly decline or become worthless.”

Risks and Uncertainties Relating to Doing Business in China

We are a foreign private issuer within the meaning of the rules under the Securities Exchange Act of 1934 (the “Exchange Act”), and
as such we are exempt from certain provisions of the securities rules and regulations in the United States that are applicable to U.S.
domestic issuers. Moreover, the information we are required to file with or furnish to the Securities and Exchange Commission (the
“SEC”) will be less extensive and less timely compared to that required to be filed with the SEC by U.S. domestic issuers. In addition, as
a company incorporated in the Cayman Islands, we are permitted to adopt certain home country practices in relation to corporate
governance matters that differ significantly from the Nasdaq corporate governance standards. These practices may afford less protection
to shareholders than they would enjoy if we complied fully with the Nasdaq corporate governance standards.
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We face various legal and operational risks and uncertainties as China is one of our major markets. We are subject to risks arising
from the uncertainty in the interpretation and the enforcement of the PRC laws and regulations. In addition, rules and regulations in
China can change quickly with little advance notice. In recent years, Chinese regulators have announced regulatory actions targeting
certain sectors of China’s economy, including cracking down on illegal activities in the securities market, enhancing supervision over
China-based companies listed overseas, adopting new measures to extend the scope of cybersecurity reviews, adopting new laws and
regulations related to data security, and expanding the efforts in anti-monopoly enforcement. Although the lodging industry does not
appear to be the focus of these regulatory actions, we cannot guarantee that the Chinese regulators will not in the future take regulatory
actions that materially adversely affect the business environment and financial markets in China as they relate to us, our ability to operate
our business, our liquidity and our access to capital. Moreover, recent statements made by the Chinese government have indicated an
intent to increase the government’s oversight and control over offerings of companies with significant operations in the PRC that are to
be conducted in foreign markets, as well as foreign investment in China - based issuers like us, and the PRC regulatory authorities may
intervene or influence our operations at any time, which could result in a material change in our operations or the value of our ADSs.
Any actions by the PRC regulatory authorities to exert more oversight and control over offerings that are conducted overseas or foreign
investment in China - based issuers, including us, could significantly limit or completely hinder our ability to offer or continue to offer
securities to investors and cause the value of such securities to significantly decline or be worthless.

Our Holding Company Structure and Operations in China

Holders of our ADSs do not hold equity interest in our operating subsidiaries, the Consolidated Affiliated Entities or the
Consolidated Fund, but instead hold equity interest in H World Group Limited, a Cayman Islands holding company whose consolidated
financial results include those of the Consolidated Aftfiliated Entities and the Consolidated Fund under U.S. GAAP. Our securities that
are listed on the NASDAQ Global Select Market and the Hong Kong Stock Exchange are securities of our Cayman Islands holding
company, not of our operating subsidiaries or the VIEs.

H World Group Limited is a Cayman Islands holding company that conducts its business primarily through its subsidiaries, a
majority of which are based in China and Europe, and for some businesses (including internet-based and international travel agency
businesses), the direct holding of which is restricted by PRC law, through the Consolidated Affiliated Entities. Neither H World Group
Limited nor its subsidiaries directly own any equity interest in the Consolidated Affiliated Entities. Instead, H World Group Limited
relies on contractual arrangements among one of its PRC subsidiaries, the Consolidated Affiliated Entities and the Consolidated
Affiliated Entities’ respective nominee shareholders, which allow H World Group Limited, to the extent permitted by PRC law, to:

(1) direct the activities of the Consolidated Affiliated Entities that most significantly impact the Consolidated Affiliated Entities’
economic performance;

(ii) receive substantially all of the economic benefits of the Consolidated Affiliated Entities; and
(iii) have an exclusive option to purchase all or part of the equity interests in the Consolidated Affiliated Entities.

In addition, we serve as the general partner and the fund manager of the Consolidated Fund, which comprises an investment fund
and its subsidiary established in the PRC that operate hotel businesses and invest in companies in the hotel industry. While we have a
minority equity ownership in the Consolidated Fund, the Consolidated Fund’s partnership arrangement enables us to direct the activities
that most significantly affect the economic performance of the entities comprising the Consolidated Fund, as well as receive significant
economic benefits of these entities.

As a result of these arrangements, we have control over and are the primary beneficiary of the VIEs (composed of the Consolidated
Affiliated Entities and the Consolidated Fund) for accounting purposes and, therefore, we have consolidated the financial results of the
VIEs in our consolidated financial statements in accordance with U.S. GAAP. Any references to control or benefits that accrue to us
because of the VIEs in this annual report are limited to, and subject to conditions for consolidation of, the VIEs under U.S. GAAP.
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The contractual arrangements underlying our VIE model, including our arrangements with the Consolidated Affiliated Entities and
Consolidated Fund, have not been tested in court. There is no entry restriction on foreign investment in the business operated by the
Consolidated Fund. However, the Special Administrative Measures for Access of Foreign Investment, or the Negative List (2021
Edition) (as issued by the National Development and Reform Commission, or the NDRC, and the Ministry of Commerce, or MOFCOM,
and amended from time to time), and other applicable PRC laws and regulations (including the Regulations on Travel Agencies (Revised
in 2020)), prohibit direct foreign investment in certain international travel agency businesses and restrict direct foreign investment in
certain internet-based businesses. Due to these regulatory restrictions on direct foreign investment, we conduct relevant operations
through contractual arrangements with the Consolidated Affiliated Entities, which hold the licenses, permits and approvals that are
necessary for operating relevant restricted businesses in the PRC.

The financial impacts of these VIEs were immaterial to our historical consolidated financial statements. The VIEs in aggregate
contributed an insignificant portion (less than 1%) of our total revenues and total net profit (loss) in each of the fiscal years ended
December 31, 2021, 2022 and 2023 and the impact of the VIEs to our consolidated balance sheets as of December 31, 2021, 2022 and
2023 were also immaterial (in aggregate contributing less than 1% of our total assets as of these respective dates). If the PRC regulatory
authorities deem that any of our business operations carried out through the VIEs do not comply with PRC regulatory restrictions,
especially the restrictions on foreign investment in the relevant industries, or if the relevant regulations or their interpretation change in
the future, the PRC regulatory authorities could disallow this structure, which could result in us being subject to penalties or being forced
to relinquish its interests in the affected operations. Additionally, potential future actions by the PRC regulatory authorities could affect
the legality and enforceability of the contractual arrangements underlying the VIE model, which, consequently, would affect our ability
to consolidate the financial results of the VIEs. If any of these happens, there would likely be changes in our operations and/or changes in
the value of the securities of the investors. In the worst circumstances, if the contribution from VIEs becomes significant to our
operations and the VIE model does not comply with PRC laws and regulations, such changes could cause the value of our securities to
significantly decline or become worthless. For more information, see “—D. Risk Factors—Risks Related to Our Corporate Structure”
below in this annual report.

For our corporate structure as of the date of this annual report, including our significant subsidiaries and the VIEs, see “Item 4.
Information on the Company—4.C. Organizational Structure” below in this annual report.

Recent Regulatory Developments
Cyber Security Review and Data Privacy Regulations

The PRC regulatory authorities have promulgated, among others, the Personal Information Protection Law of the PRC, the Data
Security Law of the PRC and the Draft Amendment to Cyber Security Law of the PRC for public comments to ensure cybersecurity, data
and personal information protection. These new laws, as well as other proposed regulations, demonstrate that relevant laws and
regulations governing these areas are developing along with the enforced and constantly tightening of relevant regulatory supervision.
The State Council of the PRC promulgated the Regulations on the Protection of the Security of Critical Information Infrastructure on
July 30, 2021, which took effect on September 1, 2021. This regulation requires, among other things, that certain competent authorities
identify and protect critical information infrastructures. In addition, in November 2021, the CAC promulgated the Draft Cyber Data
Security Regulations for public comments, which set forth different scenarios where data processors should apply for cybersecurity
review. The CAC and a number of other departments under the State Council promulgated the Cybersecurity Review Measures on
December 28, 2021, which became effective on February 15, 2022. According to this regulation, critical information infrastructure
operators purchasing network products and services and network platform operators carrying out data processing activities, which affect
or may affect national security, are required to conduct cybersecurity review. On July 7, 2022, the CAC issued the Security Assessment
Measures, which became effective on September 1, 2022 and require a data processor to apply to the CAC for a data export security
assessment under certain circumstances. On February 22, 2023, the CAC issued the Measures for the Standard Contract for Outbound
Transfer of Personal Information, which requires a data processor to enter into standard contracts under certain circumstances. On March
22,2024, the CAC issued the Cross-Border Data Flows Provisions, which further regulates that the responsibility to apply for data export
security assessments, submit standard contract, or obtain compliance certifications can be exempted under certain circumstances. See “—
Permits and Permission Required from the PRC Authorities for Our Operations” above in this annual report for more information.
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On September 1, 2021, the Data Security Law of the PRC became effective, which imposes data security and privacy obligations on
entities and individuals conducting data-related activities, and introduces a data classification and hierarchical protection system. In
addition, the Standing Committee of the National People’s Congress promulgated the Personal Information Protection Law of the PRC
(the “PIPL”) on August 20, 2021, and this law took effect on November 1, 2021. The PIPL further emphasizes processors’ obligations
and responsibilities for personal information protection and sets out the basic rules for processing personal information and the rules for
cross-border provision of personal information. Furthermore, the Standing Committee of the National People’s Congress promulgated the
Draft Amendment to Cyber Security Law (the “CSL”) for public comments on September 12, 2022. The proposed amendments of CSL
imposed more severe and comprehensive fines and other penalties for offences under CSL, among others, the director, supervisor, or
senior executive of a company that is in violation of the CSL would be prohibited from continuing to serve as a director, supervisor, or
senior executive of that company. Under the Draft Cyber Data Security Regulations for public comments, critical data processors or
foreign-listed data processors are required to carry out annual data security evaluations and submit evaluation reports to the municipal
cyberspace administration authority. We have implemented comprehensive cybersecurity and data protection policies, procedures and
measures to safeguard personal information and ensure secured storage and transmission of data and prevent unauthorized access or use
of data. However, we cannot guarantee that the regulators will agree with us or will not in the future adopt new laws and regulations that
restrict our business operations.

There are uncertainties as to the interpretation and application of these cybersecurity and data privacy laws, regulations and
standards, and they may be interpreted and applied in a manner that is inconsistent with our current policies and practices or require
changes to the features of our data systems. If the CAC or other regulatory agencies later deem us to be a CIIO and require that we obtain
their approvals for our future offshore offerings, we may be unable to obtain such approvals in a timely manner, or at all, and such
approvals may be rescinded even if obtained. Any such circumstance could significantly limit or completely hinder our ability to
continue to offer securities to investors and cause the value of our securities to significantly decline or be worthless. In addition,
implementation of industry-wide regulations affecting our business operations could limit our ability to attract new customers and/or
users and cause the value of our securities to significantly decline. Therefore, investors of our company and our business face potential
uncertainties from actions taken by the PRC regulatory authorities affecting our business.

Potential CSRC Filings on Overseas Listing

On February 17, 2023, the CSRC promulgated the Trial Measures and relevant notes and Supporting Guidelines, which came into
effect on March 31, 2023. The Trial Measures seek to regulate all types of overseas offerings and listings by PRC based companies,
including: (a) direct overseas listings, i.e. overseas listings by joint-stock companies which are established in PRC (such as H shares, N
shares, GDRs); and (b) indirect overseas listings, i.e. overseas listings by PRC based companies in the names of an overseas entity (such
as red-chip listings), if such issuers meets both of the following conditions: (i) more than 50% of its audited financial indicators (either
operating revenue, profits, total assets or net assets) for the most recent accounting year is accounted for by its PRC-based companies,
and (ii) major business activities or operations are conducted within the territory of PRC; main places of business are located within the
territory of the PRC; or the majority of senior management staff domicile in the PRC or are Chinese citizens.

The Trial Measures does not only govern initial public offerings (the “IPOs”), but also governs spin-off listings, single or multiple
acquisitions of domestic assets, share swaps or transfer of shares, reverse takeovers, SPAC listings, subsequent issuances of securities,
secondary listings or dual listing, etc. In addition to offering and listing of shares, offering and listing of depository receipts, corporate
bonds convertible to shares, and other equity securities by PRC-based companies shall also be subject to the filing requirements under
the Trial Measures.

The Trial Measures and Supporting Guidelines require PRC-based companies that seek overseas offerings and listings to fulfill the
filing procedures with and report relevant information to the CSRC, specifically: (a) for an IPO, the filing with CSRC shall be conducted
within three (3) working days following the submission of the application; (b) for a subsequent issuance of securities, the filing shall be
conducted within three (3) working days following the completion of the offering; (c) for the listings in other stock markets (e.g.
secondary listings or dual listings), the same filing timeline applied to an IPO shall apply; (d) for the listing of assets via multiple
acquisitions, share swaps, transfers of shares (e.g. reverse takeover), the same filing timeline applied to an IPO shall apply; (e) for the
unlisted shares of PRC Companies applying for conversion to listed shares trading on overseas market, the filings shall be conducted
pursuant to the other regulations.
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Furthermore, an overseas offering and listing would be prohibited under the following circumstances: (a) it is explicitly prohibited
under applicable laws and administrative regulations; (b) there exists national security concerns as reviewed and determined by
competent authorities under the State Council; (c) a crime has been committed by the issuer’s PRC-based company, its controlling
shareholder(s) or actual shareholder(s) in the last three (3) years (e.g. corruption, bribery, embezzlement, misappropriation of property or
undermining the market economy orders); (d) the issuer’s PRC-based company is under investigations for criminal acts or major
violations of applicable laws and regulations, and no conclusion of the investigation has yet been made; and (e) there exists material
ownership disputes over equity interests held by controlling shareholders (or by shareholders who are controlled by the controlling
shareholder or actual controllers). If there exists any of the aforementioned circumstances, the overseas offerings and listings shall be
postponed or even terminated.

Specifically, if an issuer adopts a VIE structure for the purpose of overseas offering and listing, it shall disclose relevant contractual
arrangements to the CSRC through fillings. The Supporting Guidance also provides that PRC counsel needs to verify the following
issues, including (i) the participation of foreign investors in the issuer management operation, for example, the appointment of directors;
(i1) whether there exist situations where PRC laws and administrative regulations expressly prohibit the use of contractual arrangements
to retain business licenses and qualifications, etc.; (iii) whether there exist situations where the PRC operating entity of the issuer falls
under the scope of foreign investment security review, or within the restricted or prohibited sectors of foreign investment.

Despite the foregoing, pursuant to the Trial Measures Circular, companies that have already offered shares or been listed overseas
prior to the implementation of the Trial Measures will be considered as “Stock Enterprises”. Stock Enterprises are not required to apply
for filings until a subsequent re-financing event occurs.

As our company is considered as a Stock Enterprise, our PRC subsidiaries and the VIEs are not subject to the immediate filing
requirements under the Trial Measures. However, in the events of any re-financing in the future, such as subsequent share issuance, our
company will be subject to the relevant filing requirements pursuant to the Trial Measures.

On February 24, 2023, the CSRC, the Ministry of Finance, the National Administration of State Secrets Protection and the National
Archives Administration jointly issued the Provisions on Strengthening Confidentiality and Archives Administration of Overseas
Securities Offering and Listing by Domestic Companies (the “Confidentiality and Archives Provisions™), which became effective from
March 31, 2023. The Confidentiality and Archives Provisions specify that during the overseas issuance of securities and listing activities
of domestic enterprises, domestic enterprises and securities companies and securities service institutions that provide relevant securities
services shall, by strictly abiding by the relevant laws and regulations of the PRC and the requirements therein, establish sound
confidentiality and archives management systems, take necessary measures to implement confidentiality and archives management
responsibilities, and shall not leak national secrets, work secrets of governmental agencies and undermine national and public interests.
Work manuscripts generated in the PRC by securities companies and securities service institutions that provide relevant securities
services for overseas issuance and listing of securities by domestic enterprises shall be kept in the PRC. Without the approval of relevant
competent authorities, it shall not be transferred overseas. Where archives or copies need to be transferred outside of the PRC, it shall be
subject to the approval procedures in accordance with relevant PRC regulations. The Confidentiality and Archives Provisions further
require that (a) a domestic enterprise that plans to, either directly or indirectly through its overseas listed entity, publicly disclose or
provide to relevant individuals or entities including securities companies, securities service providers and overseas regulators, any
documents and materials that contain state secrets or working secrets of government agencies, shall first obtain approval from competent
authorities according to law, and file with the secrecy administrative department at the same level; and (b) a domestic enterprise that
plans to, either directly or indirectly through its overseas listed entity, publicly disclose or provide to relevant individuals and entities
including securities companies, securities service providers and overseas regulators, any other documents and materials that, if leaked,
will be detrimental to national security or public interest, shall strictly fulfill relevant procedures stipulated by applicable national
regulations.

As of the date of this annual report, we have not received any inquiry, notice, warning, sanctions or regulatory objection from the
CSRC or the CAC. Because these regulatory actions are relatively new, it is uncertain how soon legislative or regulatory bodies will
respond and what existing or new laws or regulations or detailed implementations and interpretations will be modified or promulgated, if
any, or the potential impact such modified or new laws and regulations will have on our daily business operation, our ability to accept
foreign investments and listing on a U.S. or other overseas exchanges. PRC laws and their interpretations and enforcement continue to
develop and are subject to change, and the PRC regulators may adopt other rules and restrictions in the future. See “—D. Risk Factors—
Risks Related to Doing Business in China” below for more details.
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The Holding Foreign Companies Accountable Act

Our financial statements contained in this annual report have been audited by Deloitte Touche Tohmatsu Certified Public
Accountants LLP, an independent registered public accounting firm that is headquartered in Shanghai, China with offices in other cities
in China. It is a firm registered with the U.S. Public Company Accounting Oversight Board, or PCAOB, and is required by the laws of
the U.S. to undergo regular inspections by the PCAOB to assess its compliance with the laws of the U.S. and professional standards.
According to Article 177 of the PRC Securities Law, which became effective in March 2020, the securities regulatory authority of the
State Council may establish a regulatory cooperation mechanism with the securities regulatory authorities of another country or region to
implement cross-border supervision and administration, or the Regulatory Cooperation Mechanism; no overseas securities regulator is
allowed to directly conduct investigation or evidence collection activities within the territory of the PRC. Accordingly, without a
Regulatory Cooperation Mechanism or the consent of the competent PRC securities regulators and relevant authorities, no organization
or individual may provide the documents and materials relating to securities business activities to overseas parties.

The United States adopted the Holding Foreign Companies Accountable Act on December 18, 2020, and it was amended by the
Consolidated Appropriations Act, 2023 on December 17, 2022, the amended act (the “HFCA Act”). The HFCA Act states if the SEC
determines that a company has filed audit reports issued by a registered public accounting firm that has not been subject to inspection by
the PCAOB for two consecutive years, the SEC shall prohibit such securities from being traded on a national securities exchange or in
the over the counter trading market in the U.S. The SEC has adopted rules to implement the HFCA Act and, pursuant to the HFCA Act,
the PCAOB issued a report notifying the SEC of its determinations on December 16, 2021 that it was unable to inspect or investigation
completely accounting firms headquartered in mainland China or Hong Kong, including our auditor Deloitte Touche Tohmatsu Certified
Public Accountants LLP. We were also conclusively identified as a “Commission-Identified Issuer” under the HFCA Act on May 26,
2022 in respect of our Annual Report for 2021 on Form 20-F filed on April 27, 2022. Pursuant to amendments made to the HFCA Act in
2022, the PCAOB may determine that it is unable to inspect or investigate completely registered public accounting firms in any foreign
jurisdictions because of positions taken by any foreign authority, rather than an authority in the location in which the firms are
headquartered or in which they have a branch or office, as was the case under the original version of the Act.

On August 26, 2022, the PCAOB signed a Statement of Protocol with the CSRC and the Ministry of Finance of the PRC, taking a
first step toward opening access for the PCAOB to inspect and investigate registered public accounting firms headquartered in Mainland
China and Hong Kong. On December 15, 2022, the PCAOB announced its determination that it has been able to inspect and investigate
audit firms in mainland China and Hong Kong completely for purposes of the HFCA Act, and the PCAOB vacated its December 16,
2021 determinations. As a result of this announcement, we were not for the fiscal year of 2022, and do not expect to be for the fiscal year
0f 2023 a Commission-Identified Issuer in respect of our annual report on Form 20-F. However, the PCAOB stated that should PRC
authorities obstruct the PCAOB’s ability to inspect or investigate completely in any way and at any point in the future, the PCAOB
Board will act immediately to consider the need to issue new determinations consistent with the HFCA Act. While we currently do not
expect the HFCA Act to prevent us from maintaining the trading of our ADSs in the U.S., uncertainties exist with respect to future
determinations of the PCAOB in this respect and any further legislative or regulatory actions to be taken by the U.S. or Chinese
regulatory authorities that could affect our listing status in the U.S.

The delisting of our ADSs, or the threat of their being delisted, may materially and adversely affect the value of your investment.
See “—D. Risk Factors—Risks Related to Doing Business in China—If the PCAOB is unable to inspect our auditors as required under
the HFCA Act, the SEC will prohibit the trading of our ADSs, which may materially and adversely affect the value of your investment”
in this annual report for more details.
3.A. Selected Financial Data

[Reserved]

3.B. Capitalization and Indebtedness

Not applicable.
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3.C. Reason for the Offer and Use of Proceeds

Not applicable.

3.D. Risk Factors

An investment in our ADSs involves risks. You should carefully consider the risks described below, as well as the other information
included or incorporated by reference in this annual report, before making an investment decision. Our business, financial condition or
results of operations could be materially adversely affected by any of these risks. The market or trading price of our ADSs could decline
due to any of these risks, and you may lose all or part of your investment. In addition, the risks discussed below also include forward-
looking statements and our actual results may differ substantially from those discussed in these forward-looking statements. Please note
that additional risks not presently known to us, that we currently deem immaterial or that we have not anticipated may also impair our
business and operations.

Risk Factor Summary

Risks Related to Our Business

Our operating results are subject to conditions affecting the lodging industry in general;
Our business is sensitive to Chinese, European, Middle Eastern, Southeast Asian and global economic conditions. A severe or
prolonged downturn in the Chinese, European, Middle Eastern, Southeast Asian or global economy could materially and

adversely affect our revenues and results of operations;

The lodging industries in China, Europe, the Middle East, the Southeast Asia and other countries and regions where we operate
are competitive, and if we are unable to compete successfully, our financial condition and results of operations may be harmed;

Seasonality of our business and national or regional special events may cause fluctuations in our revenues, cause our ADS or
ordinary share price to decline, and adversely affect our profitability;

We may not be able to manage our planned growth, which could adversely affect our operating results;

Failure to comply with data protection laws or maintain the integrity of internal or customer data could result in harm to our
reputation or subject us to costs, liabilities, fines or lawsuits; and

We, our directors, management and employees may be subject to certain risks related to legal proceedings filed by or against us,
and adverse results may harm our business.

Risks Related to Doing Business in China

We are subject to many of the economic and political risks associated with emerging markets due to our operations in China;
Inflation in China may disrupt our business and have an adverse effect on our financial condition and results of operations;

Developments in the interpretation and enforcement of PRC laws and regulations could limit the legal protections available to
you and us;

Recent regulatory developments in China may subject us to additional regulatory review and disclosure requirements, expose us
to government influence, or otherwise restrict or completely hinder our ability to offer securities and raise capital outside China,
which could adversely affect our business operations and cause the value of our securities to significantly decline or become
worthless; and
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If the PCAOB is unable to inspect our auditors as required under the HFCA Act, the SEC will prohibit the trading of our ADSs,
which may materially and adversely affect the value of your investment.

Risks Related to Our Corporate Structure

H World Group Limited is a Cayman Islands holding company. As a result, you may experience difficulties in effecting service
of legal process, enforcing foreign judgments or bringing actions in China against us or our management based on foreign laws;

Revenue and assets contributions from the Consolidated Affiliated Entities have not been material. Nonetheless, if the PRC
regulatory authorities deem that the contractual arrangements in relation to the Consolidated Affiliated Entities do not comply
with PRC regulatory restrictions on foreign investment in the relevant industries, or if these regulations or the interpretation of
existing regulations change in the future, our ordinary shares and ADSs may decline in value if we are unable to assert our
contractual control rights over the assets of the Consolidated Affiliated Entities;

We rely in part on contractual arrangements with each of the Consolidated Affiliated Entities and their respective nominee
shareholders to operate certain restricted business. These contractual arrangements may not be as effective as direct ownership
in providing operational control and otherwise have a material adverse effect as to our business;

If we exercise the option to acquire equity ownership of the Consolidated Affiliated Entities, the ownership transfer may subject
us to certain limitations and substantial costs;

The nominee shareholders of the Consolidated Affiliated Entities may have potential conflicts of interest with us, which may
materially and adversely affect our business and financial condition;

If the custodians or authorized users of our controlling non-tangible assets, including chops and seals, fail to fulfill their
responsibilities, or misappropriate or misuse these assets, our business and operations may be materially and adversely affected;
and

Uncertainties exist with respect to the interpretation and implementation of the Foreign Investment Law and its implementing
rules and how they may impact our business, financial condition and results of operations.

Risks Related to our ADSs, ordinary shares and Our Trading Market

The market prices for our ADSs and/or ordinary shares have been and may continue to be volatile;

An active trading market for our ordinary shares on the Hong Kong Stock Exchange might not be sustained and trading prices
of our ordinary shares might fluctuate significantly;

If securities or industry analysts do not continue to publish research or if they publish inaccurate or unfavorable research about
our business, the market prices and trading volume for our ADSs and/or ordinary shares could decline;

Techniques employed by short sellers may drive down the market prices of the ADSs and/or ordinary shares;

We may need additional capital, and the sale of additional ADSs, ordinary shares or other equity securities could result in
additional dilution to our shareholders and the incurrence of additional indebtedness could increase our debt service obligations;

As our founder and co-founders collectively hold a controlling interest in us, they have significant influence over our
management and their interests may not be aligned with our interests or the interests of our other shareholders; and

There is uncertainty as to whether Hong Kong stamp duty will apply to the trading or conversion of our ADSs.

13




Table of Contents

Risks Related to Our Business
Our operating results are subject to conditions affecting the lodging industry in general.
Our operating results are subject to conditions typically affecting the lodging industry, which include:

e changes and volatility in national, regional and local economic conditions in China, Europe, the Middle East, the Southeast Asia
and other countries and regions where we operate;

e competition from other hotels, the attractiveness of our hotels to customers, and our ability to maintain and increase sales to
existing customers and attract new customers;

e adverse weather conditions, natural disasters or travelers’ fears of exposure to contagious diseases and social unrest;
e changes in travel patterns or in the desirability of particular locations;

e increases in operating costs and expenses due to inflation and other factors;

e local market conditions such as an oversupply of, or a reduction in demand for, hotel rooms;

e the quality and performance of managers and other employees of our hotels;

e the availability and cost of capital to fund construction and renovation of, and make other investments in, our hotels;
e seasonality of the lodging business and national or regional special events;

e the possibility that leased properties may be subject to challenges as to their compliance with the relevant government
regulations; and

e maintenance and infringement of our intellectual property.

Changes in any of these conditions could adversely affect our occupancy rates, average daily room rates and RevPAR, or otherwise
adversely affect our results of operations and financial condition.

Our business is sensitive to Chinese, European, Middle Eastern, Southeast Asian and global economic conditions. A severe or
prolonged downturn in the Chinese, European, Middle Eastern, Southeast Asian or global economy could materially and adversely
affect our revenues and results of operations.

China is one of our major markets, and we also have operations in other countries and areas including Europe, the Middle East and
the Southeast Asia. We depend on domestic business and leisure travel customers in China for a significant majority of our revenues, and
we also derive a relatively large portion of our revenues from Europe following our acquisition of Deutsche Hospitality in 2020. Our
operations have expanded to the Middle East and the Southeast Asia. Accordingly, our financial results have been, and we expect will
continue to be, affected by developments in the economies and travel industries primarily of China as well as those of Europe, the Middle
East and the Southeast Asia.

As the travel industry is highly sensitive to business and personal discretionary spending levels, it tends to decline during general
economic downturns. A prolonged slowdown in the Chinese economy could erode consumer confidence which could result in changes to
consumer spending patterns for travel and lodging-related products and services. The European hotel industry is also significantly
affected by European countries’ economic growth. While the European hotel industry demonstrated stable growth from 2015 to 2019, its
growth rate slowed down from 2020 to 2021 due to the impact of COVID-19 and gradually recovered since early 2022.
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The global financial markets experienced significant disruptions from time to time. In addition, conflicts between the United States
and China have extended to multiple areas, which could place further pressure on China’s economic growth. For example, the U.S.
government imposed economic and trade sanctions directly or indirectly affecting China-based technology companies. Such laws and
regulations are likely subject to frequent changes, and their interpretation and enforcement involves substantial uncertainties, which may
be heightened by national security concerns or driven by political and/or other factors that are out of our control. In addition, the SEC has
issued statements primarily focused on companies with significant China-based operations, such as us. All of these events have
introduced uncertainties to the geopolitical situations and the global economic outlook. There is considerable uncertainty over the long-
term effects of the expansionary monetary and fiscal policies that have been adopted by China. On the other hand, after a sustained
period of low interest rates, interest rates have risen significantly in the U.S. and Europe since 2022. The combination of rising interest
rates and inflation has resulted in significant market volatility and economic uncertainty. There have also been concerns over unrest in
the Middle East and Africa, which have resulted in significant market volatility, and over the possibility of a war involving Iran or North
Korea. Furthermore, eruptions of regional tensions, such as the ongoing military conflicts involving Israel and Palestine, Ukraine and
Russia, and the related sanctions against Russia have resulted in major economic shocks worldwide and substantial volatility across
global financial markets. Moreover, there have been concerns about the economic effect of the earthquake, tsunami and nuclear crisis in
Japan and the tensions between Japan and its neighboring countries and about the uncertainties of growth in economies in the Southeast
Asia. Economic conditions in China, Europe and the Middle East and the Southeast Asia are sensitive to global economic conditions.

It is unclear whether the above challenges will be contained or resolved and what effects they may have. Any prolonged slowdown
in the Chinese, European, Middle Eastern, Southeast Asian or global economy may have a negative impact on our business, results of
operations and financial condition, and continued turbulence in the international markets may adversely affect our ability to access the
capital markets to meet liquidity needs.

The lodging industries in China, Europe, the Middle East, the Southeast Asia and other countries and regions where we operate
are competitive, and if we are unable to compete successfully, our financial condition and results of operations may be harmed.

The lodging industries in China, Europe, the Middle East and the Southeast Asia and other countries and regions where we operate,
are highly fragmented. As a multi-brand hotel group, we believe that we compete primarily based on location, room rates, brand
recognition, quality of accommodations, geographic coverage, service quality, range of services, guest amenities and convenience of the
central reservation system. We primarily compete with other hotel groups as well as various independent hotels in each of the markets in
which we operate, including Chinese hotel groups such as BTG Hotels, Jinjiang and Atour, as well as international hotel groups such as
Marriott, Intercontinental, Accor and Hilton. We also face competitions from lodging products offered on platforms such as Airbnb and
service apartments. New and existing competitors may offer more competitive rates, greater convenience, services or amenities or
superior facilities, which could attract customers away from our hotels and result in a decrease in occupancy rates and average daily
room rates of our hotels. Competitors may also outbid us for new leased hotel conversion sites, negotiate better terms for potential
manachised or franchised hotels or offer better terms to our existing franchisees in connection with our manachised or franchised hotels,
thereby slowing our anticipated pace of expansion. Furthermore, our typical guests may change their travel, spending and consumption
patterns and choose to stay in other kinds of hotels, especially given the increase in our hotel room rates to keep pace with inflation. Even
if our peers cannot outcompete us, any increasing supply of hospitality assets in the areas we operate could negatively affect our
operational and financial results. Any of these factors may have an adverse effect on our competitive position, results of operations and
financial condition.
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Seasonality of our business and national or regional special events may cause fluctuations in our revenues, cause our ADS or
ordinary share price to decline, and adversely affect our profitability.

The lodging industry is subject to fluctuations in revenues due to seasonality and national or regional special events. The seasonality
of our business may cause fluctuations in our quarterly operating results. Generally, the first quarter, in which both the New Year and
Spring Festival holidays fall, accounts for a lower percentage of our annual revenues than other quarters of the year. Our hotels in China
typically have a lower RevPAR in the fourth quarter, as compared to the second and third quarters, due to reduced travel activities in
winter, though some of our European hotels may recognize higher sales in the fourth quarter as a result of more trade fairs and corporate
events. In addition, national or regional special events that attract large numbers of people to travel may also cause fluctuations in our
operating results in particular for the hotel locations where those events are held. Therefore, you should not rely on our operating or
financial results for prior periods as an indication of our results in any future period. As our revenues may vary from quarter to quarter,
our business performance is difficult to predict and our quarterly results could fall below investor expectations, which could cause our
ordinary share and/or ADS prices to decline. Furthermore, the ramp-up process of our new hotels can be delayed during the low season,
which may negatively affect our revenues and profitability.

Our new leased and owned hotels typically incur significant pre-opening expenses during their development stages and generate
relatively low revenues during their ramp-up stages, which may have a significant negative impact on our financial performance.

The operation of each of our leased and owned hotels goes through three stages: development, ramp-up and mature operations.
During the development stage, leased and owned hotels do not generate any revenue, and incur pre-opening expenses generally ranging
from approximately RMB1.5 million to RMB20.0 million per hotel. During the ramp-up stage, when the occupancy rate is relatively low,
revenues generated by these hotels may be insufficient to cover their operating costs, which are relatively fixed in nature. As a result,
these newly opened leased and owned hotels may not achieve profitability during the ramp-up stage. As we continue to expand our
leased and owned hotel portfolio, the significant pre-opening expenses incurred during the development stage and the relatively low
revenues during the ramp-up stage of our newly opened leased and owned hotels may have a significant negative impact on our financial
performance. Moreover, we plan to develop more midscale and upscale leased and owned hotels in the future with relatively higher pre-
opening expenses, especially rent, which may lead to a more evident negative impact on our financials. In addition, we must maintain our
hotels’ conditions and may upgrade a certain number of our hotels, which requires renovation and other improvements to our hotels from
time to time. Hotels under renovation may need to be closed partially or entirely or otherwise be seriously disrupted due to the
renovations, which could adversely affect the hotels’ revenues.

A significant portion of our costs and expenses may remain at the same level or increase even if our revenues decline, which would
adversely affect our net margins and results of operations.

A significant portion of our operating costs, including rent and depreciation and amortization, is fixed. Accordingly, a decrease in
revenues could result in a disproportionately higher decrease in our earnings because our operating costs and expenses are unlikely to
decrease proportionately. For example, the New Year and Spring Festival holiday periods generally account for a lower portion of our
annual revenues than other periods. However, our expenses do not vary as significantly with changes in occupancy and revenues as we
need to continue to pay rent and salary and to make regular repairs, maintenance and renovations and invest in other capital
improvements throughout the year to maintain the attractiveness of our hotels. Our property development and renovation costs may
increase as a result of increasing costs of materials. However, we may have a limited ability to pass increased costs to customers through
room rate increases. Therefore, our costs and expenses may remain constant or increase even if our revenues decline, which would
adversely affect our net margins and results of operations.

We may not be able to manage our planned growth, which could adversely affect our operating results.

Our hotel group has been growing rapidly since we commenced our business of operating and managing a multi-brand hotel group.
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We intend to continue developing and operating additional hotels in different geographic locations in China and overseas. Such
expansions have placed, and will continue placing, substantial demands on our managerial, operational, technological and other
resources. Our planned expansion will also require us to maintain the consistency of our products and the quality of our services to
ensure that our business does not suffer as a result of any deviations, whether actual or perceived, in our quality standards. In order to
manage and support our growth, we must continue improving our existing operational, administrative and technological systems and our
financial and management controls, and recruit, train and retain qualified hotel management personnel as well as other administrative and
sales and marketing personnel, particularly as we expand into new markets. We cannot assure you that we will be able to effectively and
efficiently manage the growth of our operations, recruit and retain qualified personnel and integrate new hotels into our operations. Our
inability to anticipate the changing demands that expanding operations will impose on our management and information and operational
systems, or our failure to quickly adapt our systems and procedures to the new markets, could result in declines of revenues and increases
in expenses or otherwise harm our results of operations and financial condition.

In addition, our expansion within existing markets may affect our existing hotels in those markets and, as a result, negatively affect
our overall results of operations. While expansion into new geographic markets, especially overseas, and addition of new hotel products
for which we may have limited operating experience and brand recognition may present operating and marketing challenges that are
different from those we currently encounter in our existing markets. Those new markets may have different regulatory requirements,
competitive conditions, consumer preferences and discretionary spending patterns as compared to our existing markets. As a result, any
new hotels we open in those markets may be less successful than hotels in our existing markets. Guests and franchisees in any new
market may not be familiar with our brands and we may need more time to build brand awareness in that market through greater
investments in advertising and promotional activities than we anticipated. We may find it more difficult in new markets to hire, motivate
and retain qualified employees who share our vision, passion and culture. Hotels operated in new markets may also have lower average
revenues or higher operating costs than hotels in existing markets. Revenues at hotels operated in new markets may take longer than
expected to ramp up and reach expected revenues and profit levels, and may never do so, thereby affecting our overall profitability.

There can be no assurance that any expansion, new hotel products or brands we introduce will be well received by our customers
and become profitable in a timely fashion, or at all. If a new product or brand is not well received by our customers and our expansion
into new geographic markets is not successful, we may not be able to generate sufficient revenue to offset related costs and expenses, and
our overall financial performance and condition may be adversely affected.

Our multi-brand business strategy exposes us to potential risks and if any of the new hotel brands are not well received by the
market, we may not be able to generate sufficient revenue to offset related costs and expenses, and our overall financial
performance and condition may be adversely affected.

We launched our hotel brand HanTing Hotel in 2005, our economy hotel brand Hi Inn in 2008 and our midscale hotel brand JI Hotel
in 2010. In 2012, we acquired the Starway Hotel brand. In addition, we launched Manxin Hotels & Resorts in October 2013, which was
subsequently rebranded as Manxin Hotel, an upper midscale hotel brand; Joya Hotel, a hotel brand targeting the upscale market, in
December 2013 and Elan Hotel, an economy hotel brand, in September 2014. We acquired Crystal Orange Hotel Holdings Limited, or
Crystal Orange, in May 2017, which holds hotels under the brands of Crystal Orange Hotel and Orange Hotel. In August 2018, we
completed the acquisition of a majority stake in Blossom Hotel Investment Management (Kunshan) Co., Ltd., or Blossom Hotel
Management, which holds hotels under the brand of Blossom Hill Hotels & Resorts (currently Blossom House). We launched the
Madison Hotel brand and Grand Madison Hotel brand in 2019. In 2020, Grand Madison Hotel was merged into Madison Hotel brand. In
January 2020, we completed the acquisition of Deutsche Hospitality, which operates in Europe, the Middle East, Asia and Africa, with
hotels under brands of Steigenberger Hotels & Resorts, MAXX, Jaz in the City, IntercityHotel, and Zleep Hotels. In 2020, we acquired the
Ni Hao Hotel brand, and started to develop and operate hotels under this brand. In May 2021, we completed the acquisition of CitiGO,
which operates hotels under the brand of CitiGO Hotel. We also launched our luxury hotel brands Steigenberger Icon and Song Hotels in
2021. In addition to the hotel brands owned by us, we entered into strategic alliance transactions with Accor S.A., or Accor. in January
2016, and are developing Accor’s certain number of hotel brands in PRC, Taiwan and Mongolia under our brand franchise agreements.
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We cannot guarantee the size and profitability of the various market segments that each new brand is targeting. The business models
of these new brands are not proven, and we cannot guarantee that they can generate return comparable to the established brands. The
process of developing new brands may divert management attention and resources from our established brands. We may not be able to
find competent management staff to lead and manage the execution of the multi-brand business strategy. If we are unable to successfully
execute our multi-brand strategy to target various market segments, we may be unable to generate revenues from these market segments
in the amounts and by the times we anticipate, or at all, and our business, competitive position, financial condition and prospects may be
adversely affected.

We may not be able to successfully identify, secure and develop in a timely fashion additional hotel properties under the lease and
ownership model or develop hotel properties in a timely or cost-efficient manner, which may adversely affect our growth strategy
and business.

We plan to open more hotels to grow our business. Under our lease and ownership model (other than Deutsche Hospitality) and the
lease model of Deutsche Hospitality, we may not be successful in identifying and leasing or acquiring additional hotel properties at
desirable locations and on commercially reasonable terms or at all. Even if we are able to successfully identify and acquire new hotel
properties, new hotels may not generate the returns we expect. We may also incur costs in connection with evaluating hotel properties
and negotiating with property owners, including properties that we are subsequently unable to lease or own. In addition, we may not be
able to develop additional hotel properties in a timely fashion due to construction or regulatory delays. If we fail to successfully identify,
secure or develop in a timely fashion additional hotel properties, our ability to execute our growth strategy could be impaired and our
business and prospects may be materially and adversely affected.

We develop a substantial majority of our leased and owned hotels directly. Our involvement in the development of properties
presents a number of risks, including construction delays or cost overruns, which may result in increased project costs or lost revenue.
We may be unable to recover development costs we incur for projects that do not reach completion. Properties that we develop could
become less attractive due to market saturation or oversupply, and as a result we may not be able to recover development costs at the
expected rate, or at all. Furthermore, we may not have available cash to complete projects that we have commenced, or we may be
unable to obtain financing for the development of future properties on favorable terms, or at all. If we are unable to successfully manage
our hotel development to minimize these risks, our growth strategies and business prospects may be adversely affected.

Our leases could be terminated early, we may not be able to renew our existing leases on commercially reasonable terms and our
rents could increase substantially in the future, which could materially and adversely affect our operations.

The lease agreements between our lessors and us typically provide, among other things, that the leases could be terminated under
certain legal or factual conditions. If our leases were terminated early, our operation of such properties may be interrupted or
discontinued, and we may incur costs in relocating our operations to other locations. Furthermore, we may have to pay losses and
damages and incur other liabilities to our customers and other vendors due to our default under our contracts. As a result, our business,
results of operations and financial condition could be materially and adversely affected.

We plan to retain the operation of our leased hotels upon lease expiration through (i) renewal of existing leases or (ii) execution of
franchise agreements with the lessors. We cannot assure you, however, that we will be able to retain our hotel operation on satisfactory
terms, or at all. In particular, we may experience an increase in our rent payments and cost of revenues in connection with renegotiating
our leases. If we fail to retain our hotel operation on satisfactory terms upon lease expiration, our costs may increase, and our profit
generated from the hotel operation may decrease in the future. If we are unable to pass the increased costs on to our customers through
room rate increases, our operating margins and earnings could decrease, and our results of operations could be materially and adversely
affected.
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We may not be able to successfully compete for franchise agreements and, as a result, we may not be able to achieve our planned
growth.

Our growth strategy includes expanding through manachising and franchising, by entering into franchise agreements with our
franchisees. We believe that our ability to compete for franchise agreements primarily depends on our brand recognition and reputation,
the results of our overall operations in general and the success of the hotels that we currently manachise and franchise. Other competitive
factors for franchise agreements include marketing support, capacity of the central reservation channel and the ability to operate hotels
cost-effectively. The terms of any new franchise agreements that we obtain also depend on the terms that our competitors offer for those
agreements. In addition, if the availability of suitable locations for new properties decreases, or regulatory planning or other local
regulations change, the supply of suitable properties for our manachise and franchise models could be diminished. If the hotels that we
manachise or franchise perform less successfully than those of our competitors or if we are unable to offer terms as favorable as those
offered by our competitors, we may not be able to compete effectively for new franchise agreements. As a result, we may not be able to
achieve our planned growth and our business and results of operations may be materially and adversely affected.

We may have disputes with our franchisees, and they may terminate the franchise agreements with us earlier if the franchised
hotels’ performance is worse than they expected.

We may have disputes with our franchisees with respect to the performance of the franchise agreements. For example, we have in
the past closed certain manachised and franchised hotels as a result of disputes with the franchisees regarding our measures to avoid
competition between the franchisees, including keeping appropriate distances between the manachised and franchised hotels. Some
franchisees were not satisfied with the performance of the hotel managers we appointed for our manachised hotels or generally the
manachised or franchised hotels’ profitability or growth rates. Some franchisees complained that our loyalty program and other
marketing efforts did not bring sufficient customers for their hotels. Our franchisees may also have disputes with us regarding other
matters, such as the amount and settlement of fees payable by them and the adequacy of our operational support to them. In addition, our
franchise agreements with franchisees typically provide that the franchise agreements could be terminated under certain circumstances. If
franchise agreements are terminated early, we lose the franchise fees and related management fees. Furthermore, we may have to pay
losses and damages to our guests, and our brand image may be adversely impacted. As a result, our business and results of operations
and financial conditions may be adversely affected by early termination of our franchise agreements.

We plan to renew our existing franchise agreements upon expiration. However, we may be unable to retain our franchisees on
satisfactory terms, or at all. If a significant number of our existing franchise agreements are terminated early or are not renewed on
satisfactory terms upon expiration, our revenue and profit may decrease in the future. If we cannot secure new franchisees to replace
those expired or terminated franchises and compensate for the loss of business, our results of operations could be materially and
adversely affected.

Acquisitions, financial investments or strategic investments may have an adverse effect on our ability to manage our business and
harm our results of operations and financial condition.

If we are presented with appropriate opportunities, we may acquire or invest in businesses or assets. For example, in the past years,
we invested in Beijing Qingpu Tourism Culture Development Co., Ltd., AAPC Hotel Management Limited, China Cjia Group Limited
and Oravel Stays Private Limited. We completed the acquisition of Crystal Orange, Blossom Hotel Management and Deutsche
Hospitality. We also jointly established Yongle Huazhu Hotel & Resort Group with a subsidiary of Sunac China Holdings Limited and
Chengdu Global Times Exhibition and Travel Development Company Limited to develop and operate hotels.
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The existing and future acquisitions or investments may expose us to potential risks, including risks associated with unforeseen or
hidden liabilities, risks that acquired or invested companies will not achieve anticipated performance levels, diversion of management
attention and resources from our existing business, difficulty in integrating the acquired businesses with our existing operational
infrastructure, and inability to generate sufficient revenues to offset the costs and expenses of acquisitions or investments. In addition,
following completion of an acquisition or investment, our management and resources may be diverted from their core business activities
due to the integration process, which diversion may harm the effective management of our business. Furthermore, it may not be possible
to achieve the expected level of benefits after integration and the actual cost of delivering such benefits may exceed the anticipated cost.
Potential risk exposures associated with acquisition or investments, difficulties in business integration, requirements of cost, expenses
and management attention may be more severe and unpredictable if international acquisitions and investments are involved. Any
difficulties encountered in the acquisition or investment and integration process may have an adverse effect on our ability to manage our
business and harm our results of operations and financial condition. In addition, if we purchase shares from the open market, we may
experience volatility in our investments as the prices of such shares fluctuate frequently. For example, we incurred loss from fair value
changes of equity securities associated with shares we purchased from the open market in the past. If a financial or strategic investment is
unsuccessful, then in addition to the diversion of management attention and resources from our existing business we may lose the value
of our investment, which could have a material adverse effect on our financial condition and results of operations.

Our legal right to lease certain properties could be challenged or affected adversely by property owners or other third parties or
subject to government regulation.

Part of our business model relies on leases with third parties who either own or lease the properties from the ultimate property
owners. We also grant franchises to hotel operators who may or may not own their hotel properties. The land use rights and other
property rights with respect to properties we currently lease, manachise or franchise for our existing hotels could be challenged. For
example, our lessors have failed to provide the property ownership certificates and/or the land use rights certificates for certain properties
that we lease for our hotel operations. While we have performed due diligence to verify the rights of our lessors to lease such properties,
including inspecting documentation issued by competent regulatory authorities evidencing these lessors’ land use rights and other
property rights with respect to these properties, our rights under those leases could be challenged by other parties including regulatory
authorities. If the properties are deemed to be illegal constructions or the landlords do not have the rights to lease the properties to us for
hotel operations purposes, the landlords (instead of us, as the lessee) may be subject to monetary penalties and the lease agreements may
be invalidated. We may therefore be required to relocate our relevant hotels. We also cannot assure you that we can always keep good
title of the properties we lease currently or will lease in the future, free and clear of all liens, encumbrances and defects. If the ultimate
owner of the property changes after the original owner of such property mortgages such property to any third party, our legal rights under
the lease agreement may be affected adversely and we may not rank senior in the right of continuing occupying the property.

Under PRC law, lease agreements related to buildings and houses constructed on state-owned land and within urban zoning areas are
required to be registered with the local housing bureau. While the majority of our standard lease agreements require the lessors to make
such registrations, some of our leases have not been registered as required, which may expose both our lessors and us to potential
monetary fines. Some of our rights under the unregistered leases may also be subordinated to the rights of other interested third parties.
In addition, in some instances where our immediate lessors are not the ultimate owners of hotel properties, no consents or permits have
been obtained from the owners, the primary lease holders or competent regulatory authorities, as applicable, for the subleases of the hotel
properties to us, which could potentially impact the enforceability of our leases or lead to the renegotiation of such leases that result in
terms less favorable to us or even relocation of our relevant hotels. In addition, even if such aforementioned consents or permits have
been obtained, we cannot rule out any possible default by our immediate lessors (as sub-lessors) to the primary lease holders, which may
lead to the termination of lease agreements between the sub-lessors and the primary lease holders. As a result, it could render the lease
agreements between us and the sub-lessors unenforceable. Some of the properties we lease from third parties were also subject to
mortgages at the time the leases were signed. Where consent to the lease has not been obtained from the mortgage holder in such
circumstances, the lease may not be binding on the transferee of the property if the mortgage holder forecloses on the mortgage and
transfers the property. Moreover, the property ownership or leasehold in connection with our manachised and franchised hotels could be
subject to similar third-party challenges.
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In Germany, our hotels are operated on the legal basis of lease, management or franchise agreements. Some agreements for hotels
located in Germany are concluded subject to conditions precedent or require a consent by a third party, such as authorities in case of local
measurement areas (for example, re-development) or ground owners in case of a hereditary building right. There are no indications that
these requirements have not been fulfilled; however, if not met, failure to meet these requirements could potentially invalidate the
respective agreements or lead to the renegotiation of these agreements which could result in less favorable terms. Furthermore,
provisions or parts of lease, management or franchise agreements may not be effective or may lead to legal disputes. This could lead to
additional cost burdens for our hotel operations. In addition, some of our leases, management or franchise agreements contain break
rights and rescission rights entitling the landlords to terminate the agreements on a certain date or upon the occurrence of certain events.
Further, in case of a fixed lease period of more than one year, German law provides for a written-form requirement regarding material
terms of leases and therefore excludes an ordinary termination right prior to the lapse of the lease period. However, in case of a written-
form defect, the lease agreement is not considered void but will be deemed to have an unlimited lease period with an ordinary
termination right by law. Some of our leases may have a written-form defect, which effectively leads to a statutory termination right with
a notice period. Such legal notice — in general — has to be given at the beginning of a calendar quarter with the termination being effective
at the end of the following calendar quarter (i.e., the notice period is between six and nine months, depending on the date of the
termination notice). Similar issues, except for the written-form defect, may occur in connection with our managed and franchised hotels.

Any challenge to our legal rights to the properties used for our hotel operations, if successful, could impair the development or
operations of our hotels in such properties. We are also subject to the risk of potential disputes with property owners or third parties who
otherwise have rights to or interests in our hotel properties. Such disputes, whether resolved in our favor or not, may divert
management’s attention, harm our reputation or otherwise disrupt our business.

Any failure to comply with land- and property-related PRC laws and regulations may negatively affect our ability to operate our
hotels and we may suffer significant losses as a result.

Our lessors are required to comply with various land- and property-related laws and regulations to enable them to lease effective
titles of their properties for our hotel use. For example, before any properties located on state-owned land in China with allocated or
leased land use rights or on land owned by collective organizations may be leased to third parties, lessors should obtain appropriate
approvals from the competent regulatory authorities. In addition, properties used for hotel operations and the underlying land should be
approved for commercial use purposes by competent regulatory authorities. Some of the lessors of our executed lease agreements have
not obtained the required regulatory approvals, including approvals of the properties for commercial use purposes. Such failure may
subject the lessors to monetary fines or other penalties and may lead to the invalidation or termination of our leases and relocation of our
relevant hotels, and therefore may adversely affect our results of operations. While some lessors have agreed to indemnify us against our
losses resulting from their failure to obtain the required approvals, we cannot assure you that we will be able to successfully enforce such
indemnification obligations against our lessors or that such indemnification can cover losses from all the property defects. As a result, we
may suffer significant losses resulting from our lessors’ failure to obtain required approvals to the extent that we are not fully
indemnified by our lessors.

Our success could be adversely affected by the performance of our manachised and franchised hotels and defaults or wrongdoings
of our franchisees may affect our reputation, which would adversely affect our results of operations.

Our success could be adversely affected by the performance of our manachised and franchised hotels, over which we have less
control compared to our leased and owned hotels. As of December 31, 2023, we manachised and franchised approximately 92.6% of our
hotels, and we plan to further increase the number of manachised and franchised hotels to increase our presence in China and our
overseas markets. Our franchisees for both our manachised and franchised hotels may not be able to develop hotel properties on a timely
basis, which could adversely affect our growth strategy and may impact our ability to collect fees from them on a timely basis.
Furthermore, given that our franchisees are typically responsible for the costs of developing and operating the hotels, including
renovating the hotels to our standards, and all of the operating expenses, the quality of our manachised and franchised hotel operations
may be diminished by factors beyond our control.
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Our franchisees may not successfully operate hotels in a manner consistent with our standards and requirements. Our manachised
and franchised hotels are also operated under our brand names. If our brands are misused by any of our franchisees, there may be an
adverse impact on our business reputation and brand image. In addition, like any operators in service-oriented industries, we are subject
to customer complaints, and we may face complaints from unsatisfied customers who are unhappy with the standard of service offered
by our franchisees. Any complaints, regardless of their nature and validity, may affect our reputation, thereby adversely affecting our
results of operations. We may also have to incur additional costs in placating any customers or salvaging our reputation. For example, in
2023, we closed 204 manachised and franchised hotels that did not comply with our brand and operating standards.

If any of our franchisees defaults or commits wrongdoing, there could be situations where the franchisee is not in a position to
sufficiently compensate us for losses which we have suffered as a result of such defaults or wrongdoings. While we ultimately can take
action to terminate our franchise agreements that do not comply with the terms of our franchise agreements or commit wrongdoing, we
may not be able to identify problems and make timely responses and, as a result, our image and reputation may suffer, which may have a
material adverse effect on our results of operations.

If we are unable to access funds to maintain our hotels’ condition and appearance, or if our franchisees fail to make investments
necessary to maintain or improve their properties, the attractiveness of our hotels and our reputation could suffer, and our hotel
occupancy rates may decline.

In order to maintain our hotels’ condition and appearance, ongoing renovations and other leasehold improvements, including
periodic replacement of furniture, fixtures and equipment, are required. In particular, we manachise and franchise properties leased or
owned by franchisees under the terms of franchise agreements, substantially all of which require our franchisees to comply with
standards that are essential to maintaining the relevant product integrity and our reputation. We depend on our franchisees to comply with
these requirements by maintaining and improving properties through investments, including investments in furniture, fixtures, amenities
and personnel.

Such investments and expenditures require ongoing funding and, to the extent we or our franchisees cannot fund these expenditures
from existing cash or cash flow generated from operations, we or our franchisees must borrow or raise capital through financing. We or
our franchisees may not be able to access capital and our franchisees may be unwilling to spend available capital when necessary, even if
required by the terms of our franchise agreements. If we or our franchisees fail to make investments necessary to maintain or improve the
properties, our hotel’s attractiveness and reputation could suffer, we could lose market share to our competitors and our hotel occupancy
rates and RevPAR may decline.

Interruption or failure of our information systems or our business partners’ systems could impair our ability to effectively provide
our services, which could damage our reputation and subject us to penalties.

Our ability to provide consistent and high-quality services and to monitor our operations on a real-time basis throughout our hotel
group depends on the continued operation of our information technology systems, including our web property management, central
reservation and customer relationship management systems. Certain damage to or failure of our systems could interrupt our inventory
management, affect the manner of our services in terms of efficiency, consistency and quality, and reduce our customer satisfaction.

Our technology platform plays a central role in our management of inventory, revenues, loyalty program and franchisees. We also
rely on our call center and mobile application to facilitate customer reservations. Our systems remain vulnerable to damage or
interruption as a result of power loss, telecommunications failures, computer viruses, fires, floods, earthquakes, interruptions in access to
our toll-free numbers, hacking or other attempts to harm our systems, and other similar events. Our servers, which are maintained in
Shanghai, Singapore and Frankfurt, may also be vulnerable to break-ins, sabotage and vandalism. Some of our systems are not fully
redundant, and our disaster recovery planning does not account for all possible scenarios.

Furthermore, our systems and technologies, including our website and database, could contain undetected errors or “bugs” that could
adversely affect their performance, or could become outdated and we may not be able to replace or introduce upgraded systems as
quickly as our competitors or within budgeted costs for such upgrades. If we experience frequent, prolonged or persistent system failures,
our quality of services, customer satisfaction, and operational efficiency could be severely harmed, which could also adversely affect our
reputation. Steps we take to increase the reliability and redundancy of our systems may be costly, which could reduce our operating
margin, and there can be no assurance that any increased reliability may be achievable in practice or would justify the costs incurred.
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In addition, we collaborate with various business partners in our day-to-day operations, and our ability to provide satisfactory
services to customers also depends on the maintenance and efficacy of such business partners’ systems, such as the maintenance of
networks with necessary speed, bandwidth, and stability. If any of our business partners’ systems encounter errors, “bugs” or other
problems, our ability to effectively provide our services may be adversely affected, our reputation may be harmed, and we may also face
customer complaints and be subject to fines and other penalties from competent authorities.

Failure to comply with data protection laws or maintain the integrity of internal or customer data could result in harm to our
reputation or subject us to costs, liabilities, fines or lawsuits.

Our business involves collecting and retaining large volumes of internal and customer data, including personal information as our
various information technology systems enter, process, summarize and report such data. We also maintain information about various
aspects of our operations as well as regarding our employees. The integrity and protection of our customer, employee and company data
is critical to our business. Our customers and employees expect that we will adequately protect their personal information. We are
required by applicable laws to keep strictly confidential the personal information that we collect, and to take adequate security measures
to safeguard such information.

The PRC regulatory and enforcement regime regarding privacy and data security is evolving and tightening:

e The PRC Criminal Law, as amended by its Amendment 7 (effective on February 28, 2009) and Amendment 9 (effective on
November 1, 2015), prohibits institutions, companies and their employees from selling or otherwise illegally disclosing a
citizen’s personal information obtained during the course of performing duties or providing services or obtaining such
information through theft or other illegal ways.

e On November 7, 2016, the Standing Committee of the PRC National People’s Congress, or the NPC Standing Committee,
issued the Cyber Security Law of the PRC, which became effective on June 1, 2017. Pursuant to the Cyber Security Law of the
PRC, network operators must not, without users’ consent, collect their personal information, and may only collect users’
personal information necessary to provide their services. Providers are also obliged to provide security maintenance for their
products and services and shall comply with provisions regarding the protection of personal information as stipulated under the
relevant laws and regulations. In addition, pursuant to the Cyber Security Law of the PRC, personal information and important
data collected and generated by a critical information infrastructure operator in the course of its operations in China must be
stored in China, and if a critical information infrastructure operator purchases internet products and services that affects or may
affect national security, it should be subject to cybersecurity review by the Cyberspace Administration of China, or the CAC.

e InJune 2021, the NPC Standing Committee promulgated the Data Security Law of the PRC, which took effect in September
2021. The Data Security Law of the PRC applies to data handling activities carried out within the territory of the PRC. The
Data Security Law of the PRC further provides that data processing activities carried out outside of China, which harm national
security, public interest or legal interests of Chinese citizens and organizations, should be subject to legal liabilities. Pursuant to
the Data Security Law of the PRC, those conducting data handling activities should, in accordance with laws and regulations,
establish and perfect a data security management system across their entire workflow and adopt the corresponding technical
measures and other necessary measures to ensure data security.

o The Civil Code of the PRC (effective since January 1, 2021) provides the main legal basis for privacy and personal information
infringement claims under the Chinese civil laws.

e The Personal Information Protection Law, which took effect on November 1, 2021, outlines the main system framework and
comprehensive requirements for personal information processing.

e OnlJuly 2, 2020, the CAC announced that it had launched a cybersecurity review of DiDi Global, a company with its principal
operations in China that had recently listed on the NASDAQ to prevent the risk of national data security breach and protect
national security and public interest. The CAC then ordered the removal of DiDi’s app from China’s smartphone app stores. On
July 5, 2021, the CAC announced the commencement of cybersecurity review of “Yunmanman,” “Huochebang” and “BOSS
Zhipin” and suspended their registration of new users.
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e  OnJuly 30, 2021, the State Council promulgated the Regulations on the Security Protection of Critical Information
Infrastructure, which came into effect on September 1, 2021. Under such Regulations, critical information infrastructure refers
to the important network facilities and information systems in crucial industries and fields such as public telecommunications,
information services, energy, transportation, water conservancy, finance, public services, e-government and national defense
science, technology and industry, as well as other important network facilities and information systems which, in case of
destruction, loss of function or leak of data, may result in serious damage to national security, national economy, the people’s
livelihood and public interests. According to such Regulations, a CIIO is required to perform certain obligations to protect the
critical information infrastructure’s security, including but not limited to, conducting network security tests and risk assessments
at least once a year. The security protection departments are responsible for organizing the identification of CIIOs in their
respective industries and areas in accordance with the identification rules and shall inform the identification results to the
operators of network facilities and information systems in a timely manner and in the meanwhile report such results to the
public security department of the State Council. As of the date of this annual report, none of our company, or our operating
subsidiaries has been identified as a CIIO by the CAC or other PRC regulatory authorities. Nevertheless, PRC regulatory
authorities have wide discretion in the interpretation and enforcement of these laws. As a hotel management group operating a
large hotel booking internet, we are still exposed to risks of being deemed to be a CIIO. If we are identified as a CIIO, we
would be required to fulfill various obligations as required under applicable PRC laws for CIIOs, including, among others,
setting up a special security management organization, organizing regular cybersecurity education and training, formulating
emergency plans for cyber security incidents, and conducting regular emergency drills.

e In December 2021, the CAC and related authorities promulgated the Cybersecurity Review Measures, or the Cybersecurity
Measures, which took effect on February 15, 2022. According to the Cybersecurity Measures, a company is subject to
cybersecurity review if it affects or may affect national security and falls under any of the following circumstances: (i) it is a
critical information infrastructure operator who purchases network products and service, or (ii) it is a network platform operator
who carries out data processing activities. In addition, any network platform operator possessing over one million users’
personal information must apply for a cybersecurity review before listing abroad. Relevant PRC regulatory authorities may also
initiate cybersecurity review if they determine certain network products, services, or data processing activities affect or may
affect national security.

e OnlJuly 7, 2022, the CAC issued the Measures for the Security Assessment of Data Cross-border Transfer, or the Security
Assessment Measures, which became effective on September 1, 2022. In accordance with the Security Assessment Measures, a
data processor should apply to the CAC for a data export security assessment under certain circumstances, including (i) where a
data processor provides important data abroad; (ii) where a critical information infrastructure operator or a data processor
processing personal information of over one million people provides personal information abroad; (iii) where a data processor
has provided personal information of 100,000 people or sensitive personal information of 10,000 people in total abroad since
January 1 of the previous year; and (iv) other circumstances prescribed by the CAC. Moreover, the Security Assessment
Measures provide that for non-compliant cross-border data transfers that had been carried out before this regulation came into
effect, rectification must be completed within six months from the effective date of the regulation.

e  On September 12, 2022, the Standing Committee of the PRC National People’s Congress promulgated the Draft Amendment to
Cyber Security Law of the PRC for public comments. Pursuant to the draft amendment, the CAC imposed more severe and
comprehensive fines and other penalties for the offences under CSL, among others, the director, supervisor, or senior executive
of a company that is in violation of CSL would be prohibited from continuing to serve as a director, supervisor, or senior
executive of that company.

® On February 22, 2023, the CAC issued the Measures for the Standard Contract for Outbound Transfer of Personal Information,
which became effective on June 1, 2023. Pursuant to such regulation, entering into a CAC-formulated standard contract with
the overseas data recipient is a pre-requisite for a data processor to transfer data abroad, if such data processor meets all of the
following conditions: (i) it is not a CIIO; (ii) it processes personal information of fewer than one million individuals; (iii) it has
cumulatively transferred personal information of fewer than 100,000 individuals abroad since January 1 of the previous year;
and (iv) it has cumulatively transferred sensitive personal information of fewer than 10,000 individuals abroad since January 1
of the previous year. Within ten (10) working days after the standard contract takes effect, the data processor should file the
executed standard contract with the CAC.
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e  On September 28, 2023, the CAC issued the Provisions on Regulating and Promoting Cross - Border Data Flows (Draft for
Comments) for public consultation. On that basis, the CAC has then enacted the official Cross - Border Data Flows Provisions
on March 22, 2024, according to which a company is exempted from applying for the data export security assessment,
submitting the standard contract filing, or obtaining the compliance certification when the cumulative number of the
individuals’ information that a data processor (other than CIIO) transferred abroad in a year since January 1 is smaller than
100,000 individuals and no sensitive personal information is included.

We have implemented comprehensive cybersecurity and data protection policies, procedures and measures to safeguard personal
information and ensure secured storage and transmission of data and prevent unauthorized access or use of data. As of the date of this
annual report, except for receiving the confirmation from CAC regarding our data export assessment filing of cross-border data transfer,
we have not received any notice of and are not currently subject to any proceedings initiated by the CAC or any other PRC regulatory
authority. However, we cannot guarantee that the regulators will recognize our measures as sufficient. As there remains significant
uncertainty in the interpretation and enforcement of China’s laws and regulations in relation to data security and cross-border transfer of
personal information, we cannot assure you that we will be able to comply with such regulations in all respects. Any non-compliance
with these laws and regulations may subject us to fines, orders to rectify or terminate any actions that are deemed illegal by regulatory
authorities, other penalties, including reputational damage, legal proceedings against us, which may affect our business, financial
condition and results of operations.

PRC regulators, including the NPC Standing Committee, the CAC, the Ministry of Industry and Information Technology and the
Ministry of Public Security, have been increasingly focused on the regulation of data security and data protection. The interpretation,
application and enforcement of these laws, rules and regulations evolve from time to time and their scope may change continually
through new legislation, amendments to existing legislation and changes in enforcement. We expect that these areas will receive greater
and continued attention and scrutiny from regulators and the public going forward, which could cause us to incur substantial compliance
costs and subject us to heightened risks and challenges associated with data security and protection. If we are unable to manage these
risks, we could become subject to civil litigation brought by relevant individuals, administrative penalties, including fines, suspension of
business, website closure, and revocation of prerequisite licenses, and criminal penalties in severe violation of relevant legal
requirements, and our reputation and results of operations could be materially and adversely affected.

In addition, after our acquisition of Deutsche Hospitality, the European Union has become an important region for our data
protection compliance. European data protection laws, in particular the Regulation (EU) 2016/679 of 27 April 2016 on the protection of
natural persons with regard to the processing of personal data and on the free movement of such data, and repealing Directive 95/46/EC
(GDPR) (complemented by EU Member States Law on data protection such as the German Federal Data Protection Act), include strict
rules on the processing of personal data, including the transfer of data from the European Union to China. Under the GDPR, any personal
data may be used only if there is a legal justification (which could be a consent or an express statutory justification set out in the GDPR
or other applicable EU laws), and the use must be restricted to legitimate purposes. Deutsche Hospitality has taken various technical and
organizational measures, which are regularly reviewed and updated, to stay compliant, including appointment of a data protection officer
and a special data protection working group, regulation of data processes, risk management assessment, preparation of relevant
documentation and training. We also put high emphasis on proper dealing with data subject rights requests, i.e., the requests of
customers, employees and other natural persons regarding our use of their data. We, including Deutsche Hospitality, take GDPR
requirements and, in particular, data subject rights requests very seriously. However, we cannot guarantee that we are fully compliant in
this complex area where many items are still unclear. This includes, in particular, international data transfers which are a complex topic
in general. Theoretically, fines for a violation of the GDPR can amount up to 4% of the global turnover of the whole group.
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There is no guarantee that our current security measures and those of our third-party service providers may always be adequate for
the protection of our customer, employee or company data; and like all companies, we have experienced data incidents from time to time.
In addition, given the size of our customer base and the types and volume of personal data on our system, we may be a particularly
attractive target. Unauthorized access to our proprietary internal and customer data may be obtained through break-ins, sabotage, breach
of our secure network by an unauthorized party, computer viruses, computer denial-of-service attacks, employee theft or misuse, breach
of the security of the networks of our third-party service providers, or other misconduct. Because the techniques used by computer
programmers who may attempt to penetrate and sabotage our proprietary internal and customer data change frequently and may not be
recognized until launched against a target, we may be unable to anticipate these techniques. Unauthorized access to our proprietary
internal and customer data may also be obtained through inadequate use of security controls. For instance, in August 2018, online reports
alleged that we had become the subject of potential information leak and a proposed class action complaint was filed against us and our
management, which was voluntarily dismissed by the plaintiffs in February 2019. We may face similar litigation in the future. Any of
such proceedings may harm our reputation and adversely affect our business and results of operations. Besides proceedings, we may be
subject to negative publicity about our security and privacy policies, systems, or measurements from time to time.

The laws and regulations applicable to security and privacy are becoming increasingly important globally. Complying with any
additional or new regulatory requirements on a jurisdiction-by-jurisdiction basis would impose significant burdens and costs on our
operations. Any failure to prevent or mitigate security breaches, cyber-attacks or other unauthorized access to our systems or disclosure
of our customers’ data, including their personal information, could result in loss or misuse of such data, interruptions to our service
system, diminished customer experience, loss of customer confidence and trust, impairment of our technology infrastructure, and harm
our reputation and business, resulting in significant legal and financial exposure and potential lawsuits.

If the value of our brand or image diminishes, it could have a material adverse effect on our business and results of operations.

We offer multiple hotel products that are designed to target distinct segments of customers. Our continued success in maintaining
and enhancing our brands and image depends, to a large extent, on our ability to satisfy customer needs by further developing and
maintaining our innovative and distinctive products and maintaining consistent quality of services across our hotel group, as well as our
ability to respond to competitive pressures. If we are unable to do so, our occupancy rates may decline, which could in turn adversely
affect our results of operations. Our business may also be adversely affected if our public image or reputation were to be diminished by
the operations of any of our hotels, whether due to unsatisfactory service, accidents or otherwise. If the value of our products or image is
diminished or if our products do not continue to be attractive to customers, our business and results of operations may be materially and
adversely affected.

Failure to protect our tradenames and trademarks as well as other intellectual property rights could have a negative impact on our
brands and adversely affect our business.

The success of our business depends in part upon our continued ability to use our brands, trade names and trademarks to increase
brand awareness and to further develop our products. The unauthorized reproduction of our trademarks could diminish the value of our
brands and their market acceptance, competitive advantages or goodwill. In addition, we consider our proprietary information systems
and operational system to be key components of our competitive advantage and our growth strategy. As of December 31, 2023, we had
received copyright registration certificates for 166 software programs developed by us.

Monitoring and preventing the unauthorized use of our intellectual property is difficult. The measures we take to protect our brands,
trade names, trademarks and other intellectual property rights may not be adequate to prevent their unauthorized use by third parties.
Furthermore, the application of laws governing intellectual property rights in China and other jurisdictions is evolving and could involve
substantial risks to us. In particular, the laws and enforcement procedures in the PRC are uncertain and do not protect intellectual
property rights to the same extent as do the laws and enforcement procedures in the United States and other developed countries. If we
are unable to adequately protect our brands, trade names, trademarks and other intellectual property rights, we may lose these rights and
our business may suffer materially.

We may also be subject to claims for infringement, invalidity, or indemnification relating to third parties’ intellectual property rights.

Regardless of their merits, such third-party claims may be time-consuming and costly to defend, divert management attention and
resources, or require us to enter into licensing agreements, which may not be available on commercially reasonable terms, or at all.
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If we are not able to retain, hire and train qualified managerial and other employees, our business may be materially and adversely
affected.

Our managerial and other employees manage our hotels and interact with our customers on a daily basis. They are critical to
maintaining the quality and consistency of our services as well as our established brands and reputation. In general, employee turnover,
especially in lower-level positions, is relatively high in the lodging industry. As a result, it is important for us to retain as well as attract
qualified managerial and other employees who are experienced in lodging or other consumer-service industries. There is a limited supply
of such qualified individuals in cities where we have operations and other cities into which we intend to expand. In addition, we need to
hire qualified managerial and other employees on a timely basis to keep pace with our rapid growth while maintaining consistent quality
of services across our hotels in various geographic locations. We must also provide training to our managerial and other employees so
that they have up-to-date knowledge of various aspects of our hotel operations and can meet our demand for high-quality services. If we
fail to do so, the quality of our services may decrease, which in turn, may have a material adverse effect on our business.

Our current employment practices may be adversely impacted under the applicable labor laws.

The PRC National People’s Congress promulgated the Labor Contract Law of the PRC (the “Labor Contract Law”) in 2007, which
took effect in 2008, and amended it on December 28, 2012. The Labor Contract Law imposes requirements concerning, among others,
the execution of written contracts between employers and employees, the time limits for probationary periods, and the length of fixed-
term employment contracts. Because the PRC regulatory authorities have introduced various new labor-related regulations since the
effectiveness of the labor contract law, and the interpretation and implementation of these regulations are still evolving, our employment
practices could violate the Labor Contract Law and related regulations and could be subject to related penalties, fines or legal fees. If we
are subject to severe penalties or incur significant legal fees in connection with labor law disputes or investigations, our business,
financial condition and results of operations may be adversely affected. In addition, a significant number of our employees are dispatched
from third-party human resources companies, which are responsible for managing, among others, payrolls, social insurance contributions
and local residency permits of these employees. According to a regulation on labor dispatch, which was promulgated in January 2014 to
implement the provisions of the labor contract law, a company is permitted to use dispatched employees for only up to 10% of its labor
force after February 29, 2016. To comply with the labor dispatch regulation, we have reduced the percentage of dispatched employees
since January 2014 by using service outsourcing arrangement. Under the service outsourcing arrangement, we have entered into service
outsourcing agreements with a service outsourcing firm and relevant employees are deemed as employees of this service outsourcing
firm. However, since the current labor dispatch regulation does not clearly define the distinction of labor dispatch and service
outsourcing, our service outsourcing arrangement may be considered as labor dispatch by the relevant PRC regulators.

In addition, according to the Labor Contract Law and its implementing rules, if we intend to enforce the non-compete provision with
our employees in the employment contracts or confidentiality agreements, we have to compensate our employees on a monthly basis
during the term of the restriction period after the termination or ending of the employment contract, which may cause extra expenses to
us.

In Germany, our business is subject to various labor-related statutory regulations. For example, there are restrictions regarding the
assignment and use of temporary agency workers under the German Temporary Agency Work Act (Arbeitnehmeriiberlassungsgesetz)
which was substantially amended with effect from April 1, 2017. The interpretation of the amended regulations is still evolving. It is
possible that we may be responsible for non-compliant assignments of temporary-agency workers, even if the root cause of the non-
compliance lies with the temporary-work agency engaged by us. We could therefore be subject to related fines or temporary-agency
workers could be deemed to be our employees by fiction. If we are subject to severe fines or incur significant legal fees in connection
with labor law disputes or investigations, our business, financial condition and results of operations may be adversely affected.

In addition, our employment practices in other jurisdictions are also subject to changes in applicable labor law. If we are found to

have violated any other applicable labor law requirements, we may be subject to fines or other penalties, which could in turn negatively
affect our reputation and results of operations, and disputes with our employees could interrupt our business operations.
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Failure to retain our management team could harm our business.

We place substantial reliance on the experience and the institutional knowledge of members of our current management team. Mr. Qi
Ji, our founder and chairman of the board, Mr. Hui Jin, our chief executive officer, Mr. Jun Zou, our chief financial officer, and other
members of the management team are particularly important to our future success due to their substantial experiences in lodging and
other consumer-service industries. Finding suitable replacements for Mr. Qi Ji, Mr. Hui Jin, Mr. Jun Zou and other members of our
management team could be difficult, and competition for such personnel of similar experience is intense. The loss of the services of one
or more members of our management team due to their departures or otherwise could hinder our ability to effectively manage our
business and implement our growth strategies.

We are subject to various laws and regulations, including franchise, hotel industry, construction, hygiene, health and safety
environmental, anti-monopoly and advertising laws and regulations that may subject us to liability.

Our business is subject to various compliance and operational requirements under PRC laws. For example, we are required to
complete the filing and submit annual reports with the MOFCOM, to engage in the hotel franchising business. In addition, each of our
hotels in China is required to obtain a special industry license from the local public security authority and complete fire prevention safety
inspection/commitment with the local fire and rescue department, to have hotel operations included in the business scope of its business
license, to obtain hygiene permits, and to comply with license requirements and laws and regulations with respect to construction permit,
zoning, fire prevention, public area hygiene, food safety, public safety and environmental protection. We are also subject to anti-
monopoly, advertising and other laws and regulations. See “Item 4. Information on the Company — B. Business Overview — Regulation
— Regulations on Hotel Operation.” If we fail to comply with any applicable franchise, hotel industry, construction, hygiene, health and
safety environmental, anti-monopoly and advertising laws and regulations related to our business, we may be subject to potentially
significant monetary damages and fines or the suspension of our operations or development activities. Furthermore, new regulations
could also require us to retrofit or modify our hotels or incur other significant expenses.

New zoning plans or regulations applicable to a specific location may cause us to relocate our hotel(s) in that location or require
additional approvals and licenses that may not be granted to us promptly or at all, which may adversely affect our operating results. Any
failure by us to control the use of, or to adequately restrict the discharge of, hazardous substances in our development activities, or to
otherwise operate in compliance with environmental laws could also subject us to potentially significant monetary damages and fines or
the suspension of our hotel development activities or hotel operations, which could materially adversely affect our financial condition
and results of operations. Some of our hotels are not in full compliance with all of the applicable requirements. Such failure to comply
with applicable construction permit, environmental, fire prevention, health and safety laws and regulations related to our business and
hotel operation may subject us to potentially significant monetary damages and fines or the suspension of operations and development
activities of our company or related hotels. We could be subject to any challenges or other actions with respect to such non-compliance.

Our manachised and franchised hotels are subject to these same permit and safety requirements. Although our franchise agreements
require these franchisees to obtain and maintain all required permits or licenses, we have limited control over these franchisees. Any
failure to obtain and maintain the required permits or licenses by any franchisee of a manachised or franchised hotel may require us to
delay opening of the manachised or franchised hotel or to forgo or terminate our franchise agreement, which could harm our brand, result
in lost revenues and subject us to potential indirect liability.
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In particular, the implementation of our strategy of investing in a competing business could be adversely affected by uncertainties in
the implementation and enforcement of the amended PRC Anti-Monopoly Law, which came into effect on August 1, 2022. Under the
Anti-Monopoly Law, any mergers, acquisitions, establishment of joint ventures, or other transactions resulting in change of control may
be deemed as “concentrations of undertakings” in China and the relevant undertaking(s) must notify the State Administration for Market
Regulation, or the SAMR, with the transaction before implementing the transaction if certain turnover thresholds are met. The SAMR
will consider numerous factors in determining “control” based. In practice, any newly established joint venture under the joint control of
at least two undertakings also constitutes a concentration of undertakings. Because of the uncertainties in interpretation, implementation,
and enforcement of the Anti-Monopoly Law, we cannot assure you that the SAMR will not regard our past or future acquisitions or
investments, to have met the filing thresholds, or investigate or demand a filing for merger control review, or otherwise take enforcement
actions. The amended Anti-Monopoly Law has significantly increased the penalties for failing to notify with SAMR. On March 24, 2023,
the SAMR issued four implementing rules of the Anti-Monopoly Law, including the Provisions on the Review of Concentration of
Undertakings, which has come into effect on April 15,2023. The new implementing rules strengthen the enforcement of merger control
reviews but still remain silent on the specific factors to be considered in determination of “control”, which gives the SAMR great
discretion and may result in investigations into our acquisition or investment transactions conducted in the past and make our acquisition
transactions in the future more difficult. Our strategic investments, including our past and future transactions, may be subject to SAMR’s
scrutiny from the anti-monopoly perspective from time to time. There can be no assurance as to whether the SAMR will impose any
administrative penalties or other restrictive measures on us or any relevant parties for our strategic investments. If we are deemed to have
carried out a concentration of undertakings in violation of the Anti-Monopoly Law, in each incident, we could be subject to a fine of up
to RMB5,000,000 where such concentration does not have the effect of excluding or restricting competition, or penalties of being
ordered to cease the concentration and unwind the transaction and being imposed with other restrictive measures to restore the pre-
concentration market status, or be subject to a fine of up to 10% of our sales revenue from the previous year where such concentration
has had or may have the effect of excluding or restricting competition. Our businesses in Europe and other jurisdictions are also subject
to local anti-monopoly requirements and the business activities have to comply with various compliance and operational requirements,
including inter alia, regulations for customer and data protection, as well as regulations with respect to health, safety and fire protection
and hygiene requirements. Compliance with these regulations and adaptions to new regulations could potentially increase the cost of
operating our business and lead to additional expenses.

Our businesses in Europe and other jurisdictions are subject to similar requirements and the business activities have to comply with
various compliance and operational requirements, including inter alia regulations for customer and data protection, as well as regulations
with respect to health, safety and fire protection and hygiene requirements. Compliance with these regulations and adaptions to new
regulations could potentially disturb our business and lead to additional expenses.

We could suffer impairment losses for our intangible assets.

We had net intangible assets of RMB5,278 million and RMBS5,280 million (US$744 million) as of December 31, 2022 and 2023,
respectively. Our intangible assets consist primarily of brand names, master brand agreements, franchise or manachise agreements and
our purchased software.

Brand names and master brand agreements are considered to have indefinite lives. We test indefinite life intangible assets at least
annually for impairment, and more frequently if events or changes in circumstances indicate that they might be impaired. Our other
intangible assets are considered to be finite life intangible assets. We evaluate finite life intangibles for impairment whenever events or
changes in circumstances indicate that the carrying amount of the assets may not be recoverable. If such an adverse event occurs and has
the effect of changing one of the critical assumptions or estimates related to the fair value of our intangible assets, an impairment charge
could result.

We recorded impairment loss of RMB170 million and RMB166 million (US$23 million) for the years ended December 31,2022 and
2023, respectively. The extent, magnitude and duration of multiple factors, such as market conditions, changes in business factors and
adjustments to our strategies, may change the assumptions and estimates used in the indefinite life intangible assets valuation, which
could result in future impairment charges. There can be no assurance that future reviews of intangible assets will not result in significant
impairment charges. Although it does not affect cash flow, an impairment charge will have the effect of decreasing our earnings, assets
and shareholders’ equity.
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We may suffer impairment losses for our goodwill.

We have acquired businesses from time to time, which have resulted in the recognition of goodwill on our financial statements. We
had goodwill of RMBS5,195 million and RMB5,318 million and (US$749 million) as of December 31, 2022 and 2023, respectively.
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances indicate that it might be impaired.
Factors that could lead to impairment of goodwill include significant adverse changes in the business climate, unanticipated changes in
the competitive environment, adverse legal or regulatory actions or developments, changes in clients’ perception and the reputation of
our brands, changes in interest rates, our strategic realignment, unfavorable changes in our stock price and market capitalization, and
deterioration in our financial condition.

Our financial and operating performance may be adversely affected by epidemics, adverse weather conditions, natural disasters
and other catastrophes.

Our financial and operating performance may be adversely affected by epidemics, adverse weather conditions, natural disasters and
other catastrophes, particularly in locations where we operate a large number of hotels.

Our business could be materially and adversely affected by the outbreak of swine influenza, avian influenza, severe acute respiratory
syndrome, COVID-19 or other epidemics. For example, in recent years, there have been reports on the occurrences of avian influenza in
various parts of China, Europe and other countries and regions that we operate, including hundreds of confirmed human deaths. In
addition, the COVID-19 pandemic had caused material disruptions to our business operations in China and Europe since early 2020 till
early 2023. Though we have witnessed strong recovery in our operations in both China and Europe throughout 2023, the ultimate effects
of the COVID-19 due to its unprecedented nature remains uncertain and unpredictable. Even if the pandemic diminishes, its global
economic repercussions, including any resulting recession, could continue to adversely affect our business. Therefore, the impact of the
COVID-19 pandemic or any similar health epidemic on our business is uncertain and could be substantial. Losses caused by epidemics,
adverse weather conditions, natural disasters and other catastrophes, including earthquakes or typhoons, are either uninsurable or too
expensive to justify insuring against in China, Europe and other countries and regions that we operate. In the event an uninsured loss or a
loss in excess of insured limits occurs, we could lose all or a portion of the capital we have invested in a hotel, as well as the anticipated
future revenues from the hotel. In that event, we might nevertheless remain obligated for any financial commitments related to the hotel.

Similarly, war (including the potential of war), terrorist activity (including threats of terrorist activity), social unrest and heightened
travel security measures instituted in response, travel-related accidents, as well as geopolitical uncertainty and international conflict, will
affect travel and may in turn have a material adverse effect on our business and results of operations. In addition, we may not be
adequately prepared in contingency planning or recovery capability in relation to a major incident or crisis, and as a result, our
operational continuity may be adversely and materially affected and our reputation may be harmed.

Our limited insurance coverage may expose us to losses, which may have a material adverse effect on our reputation, business,
financial condition and results of operations.

We carry all mandatory and certain optional commercial insurance, including property, business interruption, construction, third-
party liability, public liability, product’s liability and employer’s liability insurance for our leased and owned hotel operations. We also
require our lessors, franchisees and contractors to purchase customary insurance policies. Although we require our franchisees to obtain
the requisite insurance coverage through our franchisees management, we cannot guarantee that our franchisees will adhere to such
requirements. In particular, there are inherent risks of accidents or injuries in hotels. One or more accidents or injuries at any of our
hotels could adversely affect our safety reputation among customers and potential customers, decrease our overall occupancy rates and
increase our costs by requiring us to take additional measures to make our safety precautions even more visible and effective. In the
future, we may be unable to renew our insurance policies or obtain new insurance policies without increases in cost or decreases in
coverage levels. We may also encounter disputes with insurance providers regarding payments of claims that we believe are covered
under our policies. Furthermore, if we are held liable for amounts and claims exceeding the limits of our insurance coverage or outside
the scope of our insurance coverage, our reputation, business, financial condition and results of operations may be materially and
adversely affected.
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If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our
financial results or prevent fraud.

We are subject to reporting obligations under the U.S. securities laws. The Securities and Exchange Commission, or the SEC, as
required by Section 404 of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, adopted rules requiring every public company to
include in its annual report a management report on such company’s internal control over financial reporting containing management’s
assessment of the effectiveness of its internal control over financial reporting. In addition, an independent registered public accounting
firm must attest to and report on the effectiveness of such company’s internal control over financial reporting except where the company
is a non-accelerated filer. We currently are a large accelerated filer.

In connection with the preparation of this annual report, we carried out an evaluation of the effectiveness of our internal control over
financial reporting. Based on this assessment and evaluation, our management has concluded that our internal control over financial
reporting was effective as of December 31, 2023. Our independent registered public accounting firm has issued an attestation report as of
December 31, 2023. See “Item 15. Controls and Procedures—Attestation Report of the Registered Public Accounting Firm.” However, if
we fail to maintain effective internal control over financial reporting in the future, our management and our independent registered public
accounting firm may not be able to conclude that we have effective internal control over financial reporting. This could in turn result in
the loss of investor confidence in the reliability of our financial statements and negatively impact the trading prices of our ADSs and/or
ordinary shares. Furthermore, we have incurred and anticipate that we will continue to incur considerable costs, management time and
other resources in an effort to continue to comply with Section 404 and other requirements of the Sarbanes-Oxley Act.

We, our directors, management and employees may be subject to certain risks related to legal proceedings filed by or against us,
and adverse results may harm our business.

We cannot predict with certainty the cost of defense, the cost of prosecution or the ultimate outcome of litigation and other
proceedings filed by or against us, our directors, management or employees, including remedies or damage awards, and adverse results in
such litigation and other proceedings may harm our business or reputation. Such litigation and other proceedings may include, but are not
limited to, actions relating to intellectual property, commercial arrangements, leased properties, share transfer, employment, non-
competition and labor law, fiduciary duties, personal injury, death, property damage or other harm resulting from acts or omissions by
individuals or entities outside of our control, including franchisees and third-party property owners. For example, as of December 31,
2023, we had some pending legal, administrative and arbitration proceedings, including lease contract disputes, franchise agreement
disputes and labor disputes. Moreover, in the case of intellectual property litigation and proceedings, adverse outcomes could include the
cancellation, invalidation or other loss of material intellectual property rights used in our business and injunctions prohibiting our use of
business processes or technology that is subject to third- party patents or other third-party intellectual property rights.

We generally are not liable for the willful actions of our franchisees and property owners; however, there is no assurance that we
would be insulated from liability in all cases.

Risks Related to Doing Business in China
We are subject to many of the economic and political risks associated with emerging markets due to our operations in China.

With global presence, including but not limited to Europe, the Middle East and the Southeast Asia, we conduct a substantial portion
of our business and operations in China. As the lodging industry is highly sensitive to business and personal discretionary spending
levels, it tends to decline during general economic downturns. Accordingly, our results of operations, financial condition and prospects
are subject to a significant degree to economic developments in China. The PRC regulatory authorities have implemented various
measures to encourage economic development and guide the allocation of resources. While some of these measures benefit the overall
PRC economy, they may also have a negative effect on us. For example, our results of operations and financial condition may be
adversely affected by regulatory control over capital investments or changes in environmental, health, labor or tax regulations that are
applicable to us.
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As the PRC economy is increasingly intricately linked to the global economy, it is affected in various respects by downturns and
recessions of major economies around the world, such as the global financial crisis and sovereign debt crisis in Europe. Stimulus
measures designed to help China weather the global financial crisis may contribute to higher inflation, which could adversely affect our
results of operations and financial condition. For example, certain operating costs and expenses, such as employee compensation and
hotel operating expenses, may increase as a result of higher inflation. Measures to control the pace of economic growth may cause a
decrease in the level of economic activity in China, which in turn could adversely affect our results of operations and financial condition.
In addition, the PRC regulators exercise influence over China’s economic growth through its allocation of resources, control of payment
of foreign currency-denominated obligations, monetary policy, and preferential treatment for particular industries or companies where
the regulators deem appropriate to further regulatory, political and societal goals. Certain measures adopted by the PRC regulatory
authorities, such as changes of the People’s Bank of China’s statutory deposit reserve ratio and lending guideline imposed on commercial
banks, may restrict loans to certain industries. The State Administration of Foreign Exchange, or “SAFE”, and the relevant Chinese
banks where our operating subsidiaries or VIEs in China opened bank accounts may adopt restrictions on the cross-border payment
obligations and dividends repatriation made by these subsidiaries or VIEs by way of “window guidance” measures. These actions, as
well as future actions and policies, could materially affect our liquidity and access to capital and our ability to operate our business.
There have also been concerns about the relationships among China and other Asian countries, the relationship between China and the
United States, as well as the relationship between the United States and certain Asian countries such as North Korea, which may result in
or intensify potential conflicts in relation to territorial, regional security and trade disputes. Specifically, deterioration in political
conditions and abrupt changes in Sino - U.S. relations are difficult to predict and could adversely affect China’s overall economic and
market conditions and consequently our business, operating results and financial condition. Any ongoing controversies between the
United States and China, whether or not related to our business, could cause investors to be unwilling to hold or buy our ADSs and
consequently cause the trading price of our ADSs to decline.

Any adverse changes in economic conditions in China, or in the laws and regulations and the policies in China could have a material
adverse effect on the overall economic growth of China. Such developments could adversely affect our business and operating results,
leading to reduction in demand for our services and solutions and adversely affect our competitive position. An economic downturn,
whether actual or perceived, a further decrease in economic growth rates or an otherwise uncertain economic outlook in China could
have a material adverse effect on business and consumer spending and, as a result, adversely affect our business, financial condition and
results of operations.

Inflation in China may disrupt our business and have an adverse effect on our financial condition and results of operations.

The Chinese economy has experienced rapid expansion together with rising rates of inflation and increasing salaries. Salary
increases could potentially increase discretionary spending on travel, but general inflation may also erode disposable incomes and
consumer spending. Furthermore, certain components of our operating costs, including personnel, food, laundry, consumables and
property development and renovation costs, may increase as a result of an increase in the cost of materials and labor resulting from
general inflation. However, we cannot guarantee that we can pass increased costs to customers through room rate increases. This could
adversely impact our business, financial condition and results of operations.

Developments in the interpretation and enforcement of PRC laws and regulations could limit the legal protections available to you
and us.

China is one of our major markets and most of our operations are conducted in the PRC through our PRC subsidiaries, and are
governed by PRC laws, rules and regulations. The PRC legal system is based on written statutes. It is a system in which prior court
decisions have limited value as precedents. Our PRC subsidiaries and the VIEs are subject to various PRC laws and regulations generally
applicable to companies in China. However, these laws and regulations are relatively new, and the PRC legal system continues to rapidly
evolve.

In particular, PRC laws and regulations concerning the lodging industry are developing and evolving. The PRC governmental
authorities may promulgate new laws and regulations regulating the lodging industries. We cannot assure you that our business
operations would not be deemed to violate any such new PRC laws or regulations. Moreover, developments in the lodging industry may
lead to changes in PRC laws, regulations and policies or in the interpretation and application of existing laws, regulations and policies,
which in turn may limit or restrict us, and could materially and adversely affect our business and operations.

Besides, the PRC is geographically large and divided into various provinces and municipalities and, as such, different laws, rules,
regulations and policies may have different and varying applications and interpretations in different parts of the PRC.
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From time to time, we may have to rely on administrative and court proceedings to enforce our legal rights. However, since the PRC
administrative and court authorities have discretion in interpreting and implementing statutory and contractual terms, these types of
uncertainties, including uncertainty over the scope and effect of our contractual, property (including intellectual property) and procedural
rights, and any failure to respond to changes in the regulatory environment in China, could materially and adversely affect our business
and impede our ability to continue our operations, and may further affect the legal remedies and protections available to investors, which
may, in turn, adversely affect the value of your investment.

Recent regulatory developments in China may subject us to additional regulatory review and disclosure requirements, expose us to
government influence, or otherwise restrict or completely hinder our ability to offer securities and raise capital outside China,
which could adversely affect our business operations and cause the value of our securities to significantly decline or become
worthless.

As our business is primarily conducted in China, we are exposed to legal and other risks associated with our operations in China.
The PRC regulators have authority to exert influence on the ability of a company with operations in China, including us, to conduct its
business, and may exert influence over the manner our operations. Any actions by the PRC regulators to exert more oversight over
offerings that are conducted overseas or foreign investment in companies having operations in China, including us, could significantly
limit or completely hinder our ability to offer or continue to offer securities to investors, and cause the value of our securities to
significantly decline or become worthless. Recently, the PRC regulators initiated a series of regulatory actions and statements to regulate
business operations in China, including cracking down on illegal activities in the securities market, enhancing supervision over China-
based companies listed overseas, adopting new measures to extend the scope of cybersecurity reviews, adopting new laws and
regulations related to data security, and expanding the efforts in anti-monopoly enforcement. While we do not believe that these
regulatory changes would have any material impact on us, we cannot guarantee that the authorities will agree with us or will not
promulgate new regulations that restrict our business operations or access to capital.

On August 8, 2006, six PRC regulatory agencies, namely the MOFCOM, the State Assets Supervision and Administration
Commission, the State Administration of Taxation, the State Administration for Industry and Commerce, the CSRC and the SAFE,
jointly adopted the Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the M&A Rule, which
became effective on September 8, 2006. The M&A Rule, as amended on June 22, 2009, purports, among other things, to require offshore
special purpose vehicles, or SPVs, formed for overseas listing purposes through acquisitions of PRC domestic companies and controlled
by PRC companies or individuals, to obtain the approval of the CSRC prior to publicly listing their securities on an overseas stock
exchange. On September 21, 2006, the CSRC published a notice on its official website specifying documents and materials required to
be submitted to it by SPVs seeking the CSRC approval of their overseas listings.

On July 6, 2021, the General Office of the Central Committee of the Communist Party of China and the General Office of the State
Council jointly issued the Opinions on Severe and Lawful Crackdown on Illegal Securities Activities. These opinions emphasized the
need to strengthen the administration over illegal securities activities and the supervision of overseas listings by China-based companies.
These opinions proposed to take effective measures, such as promoting the construction of relevant regulatory systems, to deal with the
risks and incidents facing China-based overseas-listed companies and the demand for cybersecurity and data privacy protection. These
opinions and any related implementation rules to be enacted may subject us to additional compliance requirement in the future. There are
still uncertainties regarding the interpretation and implementation of these opinions, and further explanations or detailed rules and
regulations with respect to these opinions may be issued in the future that could impose additional requirements on us. Therefore, we
cannot assure you that we will remain fully compliant with all new regulatory requirements of these opinions or any future
implementation rules on a timely basis, or at all.
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On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of Overseas Securities Offering and Listing by
Domestic Companies (which came into effect on March 31, 2023) and its relevant notes and five supporting guidelines. Pursuant to these
regulations, if the offering and listing of securities in an overseas market are made in the name of an offshore entity based on equity,
assets, earnings of PRC companies that operate the offshore entity’s main businesses, such offering or listing of securities is subject to
filing requirements of the CSRC. These regulations apply to various types of overseas equity offerings and listings, including re-
financing, secondary or dual primary listings, listing through special purchase acquisition companies, issuance of equity incentive
awards, issuance of equity securities or securities convertible into or exchangeable for equity securities. Issuers conducting these
transactions will need to make filings with the CSRC. According to the Circular on the Arrangements for the Filing-based
Administration of Overseas Securities Offering and Listing by Domestic Companies, for companies that have already offered shares or
been listed overseas prior to the implementation of such new regulations, these companies qualify as “Stock Enterprises”, and Stock
Enterprises are not required to apply for the filing immediately until a subsequent re-financing event occurs. These new regulations and
their future developments could potentially complicate our future equity offerings and require us to incur significant compliance costs.

In addition, these new rules or regulations impose additional requirements on our future re-financing activities and will subject us to
relevant CSRC filings or other regulatory authorization or requirements. We cannot assure you that we would be able to obtain such
fillings, approval or meet such requirements in a timely manner or at all. Any failure may subject us to fines, penalties or other sanctions
which may have a material adverse effect on our business and financial condition as well as our ability to complete this or other future
offerings.

Rapid urbanization and changes in zoning and urban planning in China may cause our leased and owned hotels to be demolished,
removed or otherwise affected and our franchise agreements to terminate.

China is undergoing a rapid urbanization process, and zoning requirements and other regulatory mandates with respect to urban
planning of a particular area may change from time to time. When there is a change in zoning requirements or other regulatory mandates
with respect to the areas where our hotels are located, the affected hotels may need to be demolished or removed. We have experienced
such demolition and relocation in the past and we may encounter additional demolition and relocation cases in the future. For example,
as of December 31, 2023, we were notified by local regulatory authorities that we may have to demolish three additional leased hotels
due to local zoning requirements. Our franchise agreements typically provide that if the manachised or franchised hotels are demolished,
the franchise agreements will terminate. In 2023, 14 manachised hotels were demolished due to local zoning requirements. Similar
demolitions, termination of franchise agreements or interruptions of our hotel operations due to zoning or other local regulations could
occur in the future. Any such further demolition and relocation could cause us to lose primary locations for our hotels and we may not be
able to achieve comparable operation results following the relocations. While we may be reimbursed for such demolition and relocation,
we cannot assure you that the reimbursement, as determined by the relevant regulatory authorities, will be sufficient to cover our direct
and indirect losses. Accordingly, our business, results of operations and financial condition could be adversely affected.

Regulatory control of currency conversion may limit our ability to pay dividends in foreign currencies to our shareholders and
therefore adversely affect the value of your investment.

We are a company incorporated in the Cayman Islands. Our ability to pay dividends depends upon, among other things, our PRC
subsidiaries’ ability to obtain and remit sufficient foreign currency. Our PRC subsidiaries must present certain documents to SAFE, its
authorized branch, or the designated foreign exchange bank, before they can obtain and remit foreign currencies out of the PRC,
including evidence that the relevant PRC taxes have been paid. If our PRC subsidiaries, for any reason, fail to satisfy any of the PRC
legal requirements for remitting foreign currency, our ability to pay dividends would be adversely affected.
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The PRC regulators impose controls on the convertibility of RMB into foreign currencies and, in certain cases, the remittance of
currency out of China. See “Item 4. Information on the Company — B. Business Overview — Regulation — Regulations on Foreign
Currency Exchange” for discussions of the principal regulations and rules governing foreign currency exchange in China. We receive a
substantial portion of our revenues in RMB. For most capital account items, approval from appropriate regulatory authorities is required
where RMB is to be converted into foreign currency and remitted out of China to pay capital expenses such as the repayment of bank
loans denominated in foreign currencies. The PRC regulators may also at its discretion restrict access in the future to foreign currencies
for current account transactions. If the foreign exchange control system prevents us from obtaining sufficient foreign currency to satisfy
our currency demands, we may not be able to pay dividends in foreign currencies to our shareholders, including holders of our ADSs and
ordinary shares, which would adversely affect the value of your investment.

Fluctuation in the value of the Renminbi may have a material adverse effect on your investment.

The value of the Renminbi against the U.S. dollar, Euro, Hong Kong dollar and other currencies is affected by, among other things,
changes in China’s political and economic conditions and China’s foreign exchange policies.

A significant portion of our revenues, expenses and financial assets are denominated in the Renminbi. Our reporting currency is
Renminbi. The functional currencies of the entities within Deutsche Hospitality include Euro and other currencies such as Swiss Franc.
We rely substantially on dividends paid to us by our operating subsidiaries in China and Europe. Any significant depreciation of the
Renminbi or Euro against the U.S. dollar may have a material adverse effect on our revenues, and the value of, and any dividends
payable on, our ADSs and ordinary shares, when translated into U.S. dollars. If we decide to convert our Renminbi or Euro into U.S.
dollars for the purpose of making payments for dividends on our ordinary shares or for other business purposes, depreciation of the
Renminbi or Euro against the U.S. dollar or Hong Kong dollar would reduce the U.S. dollar or Hong Kong dollar amount available to us.
On the other hand, to the extent that we need to convert U.S. dollars or Hong Kong dollar into Renminbi or Euro for our operations,
appreciation of the Renminbi or Euro against the U.S. dollar or Hong Kong dollar would have an adverse effect on the Renminbi amount
we receive from the conversion. See “Item 11. Quantitative and Qualitative Disclosures about Market Risk — Foreign Exchange Risk”
for discussions of our exposure to foreign currency risks. In summary, fluctuation in the value of the Renminbi in either direction could
have a material adverse effect on the value of our company and the value of your investment.

In addition, because we also have operations in Europe (namely, Deutsche Hospitality) with the functional currencies of Euro and
other currencies such as Swiss Franc, when the Renminbi appreciates (or depreciates) against these other functional currencies, such as
Euro and Swiss Franc, our revenues from these operations could decrease (or increase) when translated into Renminbi. In general,
fluctuation in the value of the Renminbi in either direction could result in the fluctuation in the value of our Company and the value of
your investment.
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PRC regulations relating to the establishment of offshore special purpose companies by PRC residents may subject our PRC
resident shareholders to personal liability and limit our ability to inject capital into our PRC subsidiaries, limit our PRC
subsidiaries’ ability to distribute profits to us, or otherwise adversely affect us.

On July 4, 2014, SAFE issued the Circular of the State Administration of Foreign Exchange on Relevant Issues concerning Foreign
Exchange Administration of the Overseas Investment and Financing and Round-trip Investments by Domestic Residents through Special
Purpose Vehicles, or Circular 37, which replaced the Circular on Relevant Issues Concerning Foreign Exchange Control on Domestic
Residents’ Corporate Financing and Roundtrip Investment Through Offshore Special Purpose Vehicles issued by SAFE in October 2005,
or Circular 75. Pursuant to Circular 37, any PRC residents, including both PRC institutions and individual residents, are required to
register with the local SAFE branch before making contribution to a company set up or controlled by the PRC residents outside of the
PRC for the purpose of overseas investment or financing with their legally owned domestic or offshore assets or interests, referred to in
this circular as a “special purpose vehicle.” In addition, such PRC residents or entities must update their SAFE registrations when the
offshore special purpose vehicle undergoes material events relating to any change of basic information (including change of such PRC
citizens or residents, name and operation term), increases or decreases in investment amount, transfers or exchanges of shares, or mergers
or spin-offs. In February 2015, SAFE promulgated the Notice on Further Simplifying and Improving the Administration of the Foreign
Exchange Management Policies on Direct Investment, which took effect on June 1, 2015. This notice has amended SAFE Circular 37,
requiring PRC residents or entities to register with qualified banks rather than SAFE or its local branch in connection with their
establishment or control of an offshore entity established for the purpose of overseas investment or financing, where banks are required
to review and carry out foreign exchange registration for offshore direct investments, and SAFE and its branches supervise foreign
exchange registration for direct investments indirectly through the banks. See “Item 4. Information on the Company — B. Business
Overview — Regulation — Regulations on Offshore Financing” for discussions of the registration requirements and the relevant
penalties.

We attempt to comply, and attempt to ensure that our shareholders and beneficial owners of our shares who are subject to these rules
comply, with the relevant requirements. We cannot provide any assurance that our shareholders and beneficial owners of our shares who
are PRC residents have complied or will comply with the requirements imposed by Circular 37 or other related rules. Any failure by any
of our shareholders and beneficial owners of our shares who are PRC residents to comply with relevant requirements under this
regulation could subject such shareholders, beneficial owners and us to fines or sanctions imposed by the PRC regulators, including
limitations on our relevant subsidiary’s ability to pay dividends or make distributions to us and our ability to increase our investment in
China, or other penalties that may adversely affect our operations.

We rely principally on dividends and other distributions on equity paid by our subsidiaries to fund any cash and financing
requirements we may have, and any limitation on the ability of our subsidiaries to make payments to us could have a material
adverse effect on our ability to conduct our business.

We are a holding company, and we rely principally on dividends from our subsidiaries in China for our cash requirements, including
any debt we may incur. Current PRC laws and regulations permit our subsidiaries to pay dividends to us only out of their accumulated
profits, if any, determined in accordance with PRC accounting standards and regulations. In addition, each of our subsidiaries in China is
required to set aside a certain percentage of its after-tax earnings each year, if any, to fund certain statutory reserves. These reserves are
not distributable as cash dividends. As of December 31, 2023, a total of RMB1,029 million (US$145 million) was not distributable in the
form of dividends to us due to these PRC regulations. In addition, due to restrictions on the distribution of share capital from our PRC
subsidiaries, the PRC subsidiaries’ share capital of RMB2,809 million (US$396 million) as of December 31, 2023 is considered
restricted. Furthermore, if our subsidiaries in China incur debt on their own behalf in the future, the instruments governing the debt may
restrict their ability to pay dividends or make other payments to us. The inability of our subsidiaries to distribute dividends or other
payments to us could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to our
businesses, pay dividends, or otherwise fund and conduct our business.
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PRC regulation of loans and direct investment by offshore holding companies to PRC entities may delay or prevent us from using
the proceeds from offerings of the ADSs, ordinary shares or other securities to make loans or additional capital contributions to
our PRC operating subsidiaries and VIEs.

As an offshore holding company, our ability to make loans or additional capital contributions to our PRC operating subsidiaries and
VIEs is subject to PRC regulatory requirements. These regulatory requirements may delay or prevent us from using the proceeds we
received in the past or will receive in the future from the offerings of ADSs, ordinary shares or other securities to make loans or
additional capital contributions to our PRC operating subsidiaries and VIEs, and impair our ability to fund and expand our business
which may adversely affect our business, financial condition and result of operations. For example, SAFE promulgated the Circular on
Reforming and Regulating the Management Policies on the Settlement of Capital Projects, or Circular 16, on June 9, 2016. Under
Circular 16, registered capital of a foreign-invested company settled in RMB converted from foreign currencies shall be subject to certain
limitations prescribed under Circular 16, which was amended by Circular of the State Administration of Foreign Exchange on Further
Deepening Reform and Promoting Cross-border Trade and Investment Facilitation issued by SAFE on December 4, 2023. In addition,
according to Regulation on Foreign Exchange Administration amended on August 5, 2008, foreign-invested companies may not change
how they use such capital without SAFE’s approval.

Furthermore, any offshore funds that we use to finance our PRC entities, including the net proceeds from the offering of the ADSs,
ordinary shares or other securities, are subject to the foreign investment regulations and foreign exchange regulations in the PRC. We
may make loans to our PRC entities, but they are subject to such PRC entities’ sufficient foreign debt quota and foreign exchange loan
registration with SAFE. For example, loans by us to our PRC entities (as foreign-invested enterprises) in China to finance their activities
cannot exceed statutory limits, i.e., the difference between its total amount of investment and its registered capital, or certain amount
calculated based on elements including capital or net assets, the cross-border financing leverage ratio and the macro prudential
coefficient (“Macro-prudential Management Mode”) under relevant PRC laws, and the loans must be registered with SAFE. According
to the Circular of the People’s Bank of China and the State Administration of Foreign Exchange on Adjusting the Macro-prudent
Adjustment Parameter for Cross-border Financing issued on January 7, 2021 and the Notice on Matters concerning the Macro -
Prudential Management of Full - Covered Cross - Border Financing issued on January 11, 2017, the limit for the total amount of foreign
debt under the Macro-prudential Management Mode is adjusted to two times of their respective net assets.

In addition, the application of the proceeds under the ADSs, ordinary shares or other securities is subject to the foreign exchange
regulations in the PRC. We may also decide to finance our entities by means of capital contributions. According to the relevant PRC
regulations on foreign-invested enterprises in China, depending on the total amount of investment, capital contributions to our PRC
operating subsidiaries and VIEs is no longer subject to the approval of the MOFCOM or its local branches. Instead, if we finance our
PRC subsidiaries by means of additional capital contributions, these capital contributions must be filed and registered with relevant
regulatory authorities, including the MOFCOM, or its local counterparts, the State Administration for Market Regulation, or SAMR,
through the Enterprise Registration System and the National Enterprise Credit Information Publicity System, and SAFE. However, we
cannot assure you that the regulations will always remain favorable to us. If the regulations are revised in the future or we fail to
complete such registration or obtain such approvals on time, our ability to use the proceeds of the ADSs, ordinary shares or other
securities and to capitalize our operations in PRC may be negatively affected, which could adversely affect our liquidity and our ability
to fund and expand our business.
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We may be subject to fines and legal sanctions imposed by SAFE or other Chinese regulatory authorities and our ability to further
grant shares or share options to, and to adopt additional share incentive plans for, our directors and employees may be restricted if
we or the participants of our share incentive plans fail to comply with PRC regulations relating to employee shares or share options
granted by offshore special purpose companies or offshore listed companies to PRC participants.

In February 2012, the SAFE issued the Notice on Relevant Issues Concerning Foreign Exchange Control on Domestic Individuals
Participating in the Stock Incentive Plan of An Overseas Listed Company, or Circular 7, which requires PRC individual participants of
stock incentive plans to register with the SAFE and to comply with a series of other requirements. See “Item 4. Information on the
Company — B. Business Overview — Regulation — Regulations on Foreign Currency Exchange.” We are an offshore listed company
and as a result we and the participants of our share incentive plans who are PRC citizens or non-PRC citizens residing in China
successively for at least one year, or, collectively, the PRC participants, are subject to Circular 7. While we completed the foreign
exchange registration procedures and complied with other requirements according to Circular 7 in June 2012 and September 2023, we
cannot provide any assurance that we or the PRC participants of our share incentive plans will be deemed by regulatory authorities to
have complied with the requirements imposed by Circular 7. If we or the PRC participants of our share incentive plans fail to comply
with Circular 7, we or the PRC participants of our share incentive plans may be subject to fines or other legal sanctions imposed by
SAFE or other PRC regulatory authorities and our ability to further grant shares or share options under our share incentive plans to, and
to adopt additional share incentive plans for, our directors and employees may be restricted. Such events could adversely affect our
business operations.

It is unclear whether we will be considered as a PRC resident enterprise under the Enterprise Income Tax Law of the PRC. If we
are not treated as a PRC resident enterprise, dividends paid to us by our PRC subsidiaries will be subject to PRC withholding tax; if
we are treated as a PRC resident enterprise, we may be subject to a 25% PRC income tax on our worldwide income, and holders of
our ADSs or ordinary shares that are non-PRC resident investors may be subject to PRC withholding tax on dividends on and
gains realized on their transfer of our ADSs or ordinary shares.

On March 16, 2007, the PRC National People’s Congress passed the Enterprise Income Tax Law, and the PRC State Council
subsequently issued the Implementation Regulations of the Enterprise Income Tax Law (the “Implementation Regulations”). The
Enterprise Income Tax Law (last amended on December 29, 2018) and its Implementation Regulations (amended on April 23, 2019),
collectively the “EIT Law”, provides that enterprises established outside of China whose “de facto management bodies” are located in
China are considered resident enterprises and are therefore subject to PRC enterprise income tax at a uniform rate of 25% with respect to
their income sourced from both within and outside of China. The Implementation Regulations define the term “de facto management
body” as a management body that exercises substantial and overall control and management over the production and operations,
personnel, accounting and properties of an enterprise.

On April 22, 2009, the State Taxation Administration, or the “STA” (previously known as State Administration of Taxation, or the
“SAT”) issued the Notice Regarding the Determination of Chinese-Controlled Enterprises Registered Offshore as PRC Tax Resident
Enterprises on the Basis of De Facto Management Bodies, or Circular 82. Circular 82 provides certain specific criteria for determining
whether the “de facto management body” of a Chinese-controlled offshore-incorporated enterprise is located in China. In addition, the
STA issued Public Announcement [2011] No. 45 in 2011 and Public Announcement [2014] No. 9 in 2014, providing more guidance on
the implementation of Circular 82 and clarifying matters including resident status determination, post-determination administration and
competent tax authorities. However, the above-mentioned tax circulars apply only to offshore enterprises controlled by PRC enterprises,
not those invested in or controlled by PRC individuals. Currently, there are no further detailed rules or precedents applicable to us
regarding the procedures and specific criteria for determining “de facto management body” for a company invested in or controlled by
PRC individuals. It is still unclear if the PRC tax authorities would determine that we should be classified as a PRC resident enterprise.

Although we have not been notified that we are treated as a PRC resident enterprise, we cannot assure you that we will not be treated
as a resident enterprise under the EIT Law, any aforesaid circulars or any amended regulations in the future. If we are treated as a PRC
resident enterprise for PRC enterprise income tax purposes, among other things, we would be subject to the PRC enterprise income tax at
the rate of 25% on our worldwide taxable income. Furthermore, if we are treated as a PRC resident enterprise, payments of dividend by
us may be regarded as derived from sources within the PRC and therefore we may be obligated to withhold PRC income tax at 10% on
payments of dividend on the ADSs or ordinary shares to non-PRC resident enterprise investors. In the case of non-PRC resident
individual investors, the tax may be withheld at a rate of 20%.
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In addition, if we are treated as a PRC resident enterprise, pursuant to the EIT Law and the Individual Income Tax Law of the PRC,
any gain realized on the transfer of the ADSs and/or ordinary shares by non-PRC resident investors may be regarded as derived from
sources within the PRC and accordingly may be subject to a 10% PRC income tax in the case of non-PRC resident enterprises or 20% in
the case of non-PRC resident individuals. The PRC income tax on dividends and/or gains may be reduced or exempted under applicable
tax treaties between the PRC and the ADS holder’s or ordinary share holder’s home country. See “Item 10. Additional Information — E.
Taxation — PRC Taxation.”

If the PCAOB is unable to inspect our auditors as required under the HFCA Act, the SEC will prohibit the trading of our ADSs,
which may materially and adversely affect the value of your investment.

The United States adopted the HFCA Act on December 18, 2020, which was amended by the Consolidated Appropriations Act,
2023 on December 17, 2022, the amended act. Under the HFCA Act, if the SEC determines that we have filed audit reports issued by a
registered public accounting firm that has not been subject to inspection by the PCAOB for two consecutive years (beginning with those
we filed in 2022), the SEC will prohibit our securities, including our ADSs, from being traded on a U.S. national securities exchange,
including NASDAQ), or in the over-the-counter trading market in the U.S. Pursuant to amendments made to the HFCA Act in 2022, the
PCAOB may determine that it is unable to inspect or investigate completely registered public accounting firms in any foreign
jurisdictions because of positions taken by any foreign authority, rather than an authority in the location in which the firms are
headquartered or in which they have a branch or office, as was the case under the original version of the Act. The process for
implementing trading prohibitions pursuant to the HFCA Act will be based on a list of registered public accounting firms that the
PCAOB has been unable to inspect and investigate completely as a result of a position taken by a non-U.S. government. The first such
list was announced by the PCAOB on December 16, 2021, and our auditor was included on that list.

The SEC reviews annual reports filed with it to determine if the auditor used for such reports was so identified by the PCAOB, and
such issuers are designated as “Commission-Identified Issuers” on a list to be published by the SEC. If an issuer is a Commission-
Identified Issuer for two consecutive years (which will be determined after the second such consecutive annual report), the SEC will
issue an order that will implement the trading prohibitions described above. We were conclusively identified as a “Commission-
Identified Issuer” under the HFCA Act on May 26, 2022 in respect of our Annual Report for 2021 on Form 20-F filed on April 27, 2022.
If our ADSs are subject to a trading prohibition under the HFCA Act, the price of our ADSs may be adversely affected, and the threat of
such a trading prohibition would also adversely affect their price. If our listing in Hong Kong cannot provide sufficient liquidity or if we
are unable to be listed on another securities exchange that provides sufficient liquidity, such a trading prohibition may substantially
impair your ability to sell or purchase our ADSs when you wish to do so. Furthermore, even if we are able to maintain a listing of our
ordinary shares on the Hong Kong Stock Exchange or another non-U.S. exchange, investors owning our ADSs may have to take
additional steps to engage in transactions on that exchange, including converting ADSs into ordinary shares and establishing non-U.S.
brokerage accounts.

On August 26, 2022, the PCAOB signed a Statement of Protocol with the CSRC and the Ministry of Finance of the PRC, taking a
first step toward opening access for the PCAOB to inspect and investigate registered public accounting firms headquartered in Mainland
China and Hong Kong. On December 15, 2022, the PCAOB announced its determination that it has been able to inspect and investigate
audit firms in mainland China and Hong Kong completely for purposes of the HFCA Act, and the PCAOB vacated its December 16,
2021 determinations. As a result of this announcement, we were not for the fiscal year of 2022, and do not expect to be for the fiscal year
0f 2023, a Commission-Identified Issuer in respect of our annual report on Form 20-F. However, the PCAOB stated that should PRC
authorities obstruct the PCAOB’s ability to inspect or investigate completely in any way and at any point in the future, the PCAOB
Board will act immediately to consider the need to issue new determinations consistent with the HFCA Act. While we currently do not
expect the HFCA Act to prevent us from maintaining the trading of our ADSs in the U.S., uncertainties exist with respect to future
determinations of the PCAOB in this respect and any further legislative or regulatory actions to be taken by the U.S. or Chinese
regulators that could affect our listing status in the U.S. The delisting of our ADSs, or the threat of their being delisted, may materially
and adversely affect the value of your investment.
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Risks Related to Our Corporate Structure

H World Group Limited is a Cayman Islands holding company. As a result, you may experience difficulties in effecting service of
legal process, enforcing foreign judgments or bringing actions in China against us or our management based on foreign laws.

H World Group Limited is a holding company with no operations of its own. H World Group Limited conducts its operations
primarily by our subsidiaries, a majority of which are based in China and Europe, and through contractual arrangements with the
Consolidated Affiliated Entities and the Consolidated Fund. Investors in our ADSs and ordinary shares do not hold equity interest in our
operating entities in China, but instead are purchasing equity securities of a Cayman Islands holding company. In addition, most of our
executive officers reside within China for a significant portion of the time and most of them are PRC nationals. As a result, it may be
difficult for our shareholders to effect service of process upon us or those persons residing inside China. In addition, China does not have
treaties providing for the reciprocal recognition and enforcement of judgments of courts with the Cayman Islands, United States and
many other countries and regions.

Therefore, recognition and enforcement in China of judgments of a court in any of these non-PRC jurisdictions in relation to any
matter not subject to a binding arbitration provision may be difficult or impossible.

Revenue and assets contributions from the Consolidated Affiliated Entities have not been material. Nonetheless, if the PRC
regulatory authorities deem that the contractual arrangements in relation to the Consolidated Affiliated Entities do not comply with
PRC regulatory restrictions on foreign investment in the relevant industries, or if these regulations or the interpretation of existing
regulations change in the future, our ordinary shares and ADSs may decline in value if we are unable to assert our contractual
control rights over the assets of the Consolidated Affiliated Entities.

The current industry entry clearance requirements governing foreign investment activities in the PRC are set out in two categories,
namely the Encouraged Industry Catalogue for Foreign Investment (2022 version), as promulgated by the NDRC and the MOFCOM,
which became effective on January 1, 2023 (the “Encouraged List”), and the Negative List (2021 Edition). Industries listed in the
Encouraged List are generally deemed “encouraged” for foreign investments, and industries not listed in either of these two lists are
generally deemed “permitted” for foreign investments unless specifically prohibited or restricted by other PRC laws. According to the
Negative List (2021 Edition), a foreign stake in a value-added telecommunications service may not exceed 50% (except for e-commerce,
domestic conferencing, store-and-forward, and call center services). Pursuant to the Regulations on Travel Agencies (2020 Revision),
which was promulgated by the State Council and became effective on November 29, 2020, generally, no foreign-invested travel agency
may operate a business providing travel services to Chinese mainland residents’ traveling to other countries or to the Hong Kong or
Macao Special Administrative Region, or Taiwan.

Because H World Group Limited is an exempted company incorporated in the Cayman Islands with limited liability, it is classified
as a foreign enterprise under PRC laws and regulations, and our PRC subsidiaries are foreign-invested enterprises (“FIEs”). PRC laws
and regulations restrict and impose conditions on foreign investment in certain internet-based businesses and international travel agency
businesses. Accordingly, to comply with PRC laws and regulations, we operate these businesses in China through the variable interest
entity model, and rely on contractual arrangements among our PRC subsidiaries, the Consolidated Affiliated Entities and their respective
nominee shareholders to control the business operations of the Consolidated Affiliated Entities and their subsidiary.

If our corporate structure and contractual arrangements are deemed by the Ministry of Industry and Information Technology or the
MOFCOM or other regulators having competent authority to be illegal, either in whole or in part, we may lose control of the
Consolidated Affiliated Entities and have to modify such structure and contractual arrangements to comply with regulatory requirements.
However, there can be no assurance that we can achieve this without disrupting our business. Further, if our corporate structure and
contractual arrangements are found to be in violation of any existing or future PRC laws or regulations, the relevant regulatory
authorities would have broad discretion in dealing with such violations, including:

e revoking our relevant business and operating licenses;

e levying fines on us;

e confiscating any of our income that they deem to be obtained through illegal operations;
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e shutting down our relevant services;

e discontinuing or restricting our operations of such Consolidated Affiliated Entities in China;
e imposing conditions or requirements with which we may not be able to comply;

® requiring us to change our corporate structure and contractual arrangements;

e prohibiting our use of the proceeds from overseas offerings to finance the Consolidated Affiliated Entities’ business and
operations; and

e taking other regulatory or enforcement actions that could be harmful to our business.

Furthermore, new PRC laws, rules and regulations may be introduced to impose additional requirements that may be applicable to
our corporate structure and contractual arrangements. See “—Uncertainties exist with respect to the interpretation and implementation of
the Foreign Investment Law and its implementing rules and how they may impact our business, financial condition and results of
operations” below for more information. Occurrence of any of these events could materially and adversely affect our business, financial
condition and results of operations. If the PRC regulators determine that these contractual arrangements do not comply with PRC
regulations, or if these regulations change or are interpreted differently in the future, our ordinary shares and ADSs may decline in value
if we are unable to assert our contractual control rights over the assets of the Consolidated Affiliated Entities. In addition, H World Group
Limited, which is the company our investors hold securities in, may never have a direct equity ownership interest in the businesses that
are conducted by the Consolidated Affiliated Entities. If the imposition of any of these penalties or requirement to restructure our
corporate structure causes us to lose the rights to direct the activities of the Consolidated Affiliated Entities or our right to receive their
economic benefits, we would no longer be able to consolidate the financial results of such Consolidated Affiliated Entities in our
consolidated financial statements.

We rely in part on contractual arrangements with each of the Consolidated Affiliated Entities and their respective nominee
shareholders to operate certain restricted business. These contractual arrangements may not be as effective as direct ownership in
providing operational control and otherwise have a material adverse effect as to our business.

H World Group Limited is not a Chinese operating company but a Cayman Islands holding company with operations primarily
conducted by our subsidiaries, a majority of which are based in China and Europe, and through contractual arrangements with the
Consolidated Affiliated Entities. The Consolidated Affiliated Entities include (i) Tianjin Jizhu, (ii) Shanghai Huanmei and Huanmei
Travel, and (iii) Ningbo Futing. Mr. Pengfei Jiang, who is the director/supervisor of certain of our subsidiaries, holds 100% of equity
interest in Tianjin Jizhu. Mr. Pengfei Jiang and Mr. Andong Chen, our employee, hold 90% and 10% of equity interest in Shanghai
Huanmei, respectively. Mr. Dongfu Shi, who is the director of certain of our subsidiaries, holds 100% of equity interest in Ningbo Futing.
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We rely in part on contractual arrangements entered into among Huazhu Hotel Management Co., Ltd., a wholly-owned subsidiary of
H World Group Limited (“HZ Hotel Management”), the Consolidated Affiliated Entities and their respective nominee shareholders to
operate certain restricted business. We have control over and are the primary beneficiary of the Consolidated Affiliated Entities for
accounting purposes and, therefore, have consolidated the financial results of the Consolidated Affiliated Entities in our consolidated
financial statements in accordance with U.S. GAAP. Any references to control or benefits that accrue to us because of the Consolidated
Affiliated Entities in this annual report are limited to, and are subject to conditions for consolidation of, the Consolidated Affiliated
Entities under U.S. GAAP. These contractual arrangements may not be as effective as direct ownership in providing us with control over
the Consolidated Affiliated Entities. Investors in our ADSs and ordinary shares are not purchasing equity interest in our operating entities
in China, but instead are purchasing an equity interest in H World Group Limited, a Cayman Islands holding company. The Consolidated
Affiliated Entities do not have a material contribution to our results of operations and the Consolidated Affiliated Entities do not support
material revenues reported within other subsidiaries of our company. The Consolidated Affiliated Entities are consolidated with our
results of operations for accounting purposes. If the Consolidated Affiliated Entities or the respective nominee shareholders of the
Consolidated Affiliated Entities fail to perform their respective obligations under these contractual arrangements, our recourse to the
assets held by the Consolidated Affiliated Entities is indirect and we may have to incur substantial costs and expend significant resources
to enforce such arrangements in reliance on legal remedies under PRC law. These remedies may not always be effective. Furthermore, in
connection with litigation, arbitration or other judicial or dispute resolution proceedings, assets under the name of any of record holder of
equity interest in the Consolidated Affiliated Entities, including such equity interest, may be put under court custody. As a consequence,
we cannot be certain that the equity interest will be disposed pursuant to the contractual arrangement or ownership by the record holder
of the equity interest.

All of these contractual arrangements are governed by PRC law and provide for the resolution of disputes through arbitration in the
PRC. Accordingly, these contractual arrangements would be interpreted in accordance with PRC laws and any disputes would be
resolved in accordance with PRC legal procedures. However, the legal framework and system in China, in particularly those relating to
arbitration proceedings, are not as developed as in some other jurisdictions, such as the United States. As a result, uncertainties regarding
the enforcement of laws in China could limit our ability to enforce these contractual arrangements. Meanwhile, there are very few
precedents and little formal guidance as to how contractual arrangements in the context of variable interest entities should be interpreted
or enforced under PRC law. There remain significant uncertainties regarding the ultimate outcome of such arbitration should legal action
become necessary. In addition, under PRC laws, rulings by arbitrators are final, parties cannot appeal the arbitration results in courts, and
if the losing parties fail to carry out the arbitration awards within a prescribed time limit, the prevailing parties may only enforce the
arbitration awards in the PRC courts through arbitration award recognition proceedings, which would require additional expenses and
delay. In the event that we are unable to enforce these contractual arrangements, or if we suffer significant time delays or other obstacles
in the process of enforcing these contractual arrangements, it would be very difficult to exert effective control over the Consolidated
Affiliated Entities, and our ability to conduct our business and our financial condition and results of operations may be materially and
adversely affected. See “ —Risks Related to Doing Business in China—Developments in the interpretation and enforcement of PRC
laws and regulations could limit the legal protections available to you and us” below in this annual report.

If we exercise the option to acquire equity ownership of the Consolidated Affiliated Entities, the ownership transfer may subject us
to certain limitations and substantial costs.

Pursuant to the contractual arrangements, to the extent allowed by PRC laws, rules and regulations, HZ Hotel Management or its
designated person has the exclusive right to purchase all or any part of the equity interests in the Consolidated Affiliated Entities from
their respective nominee shareholders at the higher of (i) the lowest price permitted by applicable PRC laws and (ii) a nominal price of
RMB100. The transfer prices of such equity transfers might be subject to review and tax adjustment with reference to the market value
by the relevant tax authorities, and such authorities may require HZ Hotel Management to pay individual income tax in the PRC on
behalf of the individual shareholders of such Consolidated Affiliated Entities for ownership transfer income with reference to the market
value accordingly, in which case the amount of tax could be substantial.
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The nominee shareholders of the Consolidated Affiliated Entities may have potential conflicts of interest with us, which may
materially and adversely affect our business and financial condition.

We rely on the nominee shareholders of the Consolidated Affiliated Entities to abide by the obligations under such contractual
arrangements. The interests of these shareholders in their capacities as the shareholders of the Consolidated Affiliated Entities may differ
from the interests of our company as a whole, as what is in the best interests of the Consolidated Affiliated Entities, including matters
such as whether to distribute dividends or to make other distributions to fund our offshore requirements, may not be in the best interests
of our company. There can be no assurance that when conflicts of interest arise, any or all of these shareholders will act in the best
interests of our company or that those conflicts of interest will be resolved in our favor. In addition, these shareholders may breach or
cause the Consolidated Affiliated Entities and their subsidiary to breach or refuse to renew the existing contractual arrangements with us.
Control over, and funds due from, the Consolidated Affiliated Entities may be jeopardized if such shareholders breach the terms of the
contractual arrangements or are subject to legal proceedings.

Though it is difficult to address the potential conflicts of interest the nominee shareholders of the Consolidated Affiliated Entities
may encounter, on the one hand, and as a director, supervisor or employee of our group company, on the other hand, we could, however,
at all times, exercise our option under the exclusive option agreements to cause them to transfer all of their equity ownership in the
Consolidated Affiliated Entities to an entity or individual designated by us as permitted by the then applicable PRC laws. In addition, if
such conflicts of interest arise, we could also, in the capacity of attorney-in-fact of the nominee shareholders of the Consolidated
Affiliated Entities as provided under the power of attorney, directly appoint new directors, supervisors or senior management of the
Consolidated Affiliated Entities. We rely on the nominee shareholders of the Consolidated Affiliated Entities to comply with PRC laws
and regulations, which protect contracts and provide that directors and senior management owe a duty of loyalty to the companies they
serve and require them to avoid conflicts of interest and not to take advantage of their positions for personal gains. If we cannot resolve
any conflicts of interest or disputes between us and the individual shareholders of the Consolidated Affiliated Entities, we would have to
rely on legal proceedings, which could result in disruption of our business and subject us to substantial uncertainty as to the outcome of
any such legal proceedings.

If the custodians or authorized users of our controlling non-tangible assets, including chops and seals, fail to fulfill their
responsibilities, or misappropriate or misuse these assets, our business and operations may be materially and adversely affected.

Under PRC law, legal documents for corporate transactions, including agreements and contracts such as the leases and sales
contracts that our business relies on, are executed using the chop or seal of the signing entity or with the signature of a legal
representative whose designation is registered and filed with the relevant local branch of the State Administration for Market Regulation.
We generally execute legal documents by affixing chops or seals, rather than having the designated legal representatives sign the
documents. The chops of our subsidiaries and the Consolidated Affiliated Entities are generally held by the relevant entities so that
documents can be executed locally. Although we usually utilize chops to execute contracts, the registered legal representatives of our
subsidiaries and the Consolidated Affiliated Entities have the apparent authority to enter into contracts on behalf of such entities without
chops, unless such contracts set forth otherwise.

In order to maintain the physical security of our chops, we generally have them stored in secured locations accessible only to the
designated key employees of our legal, human resources or finance departments. Our designated legal representatives generally do not
have access to the chops. Although we have approval procedures in place and monitor our key employees, including the designated legal
representatives of our subsidiaries and the Consolidated Affiliated Entities, the procedures may not be sufficient to prevent all instances
of abuse or negligence. There is a risk that our key employees or designated legal representatives could abuse their authority, for
example, by binding our subsidiaries and the Consolidated Affiliated Entities with contracts against our interests, as we would be
obligated to honor these contracts if the other contracting party acts in good faith in reliance on the apparent authority of our chops or
signatures of our legal representatives. If any designated legal representative obtains control of the chop in an effort to obtain control
over the relevant entity, we would need to have a shareholder or board resolution to designate a new legal representative and to take legal
action to seek the return of the chop, apply for a new chop with the relevant authorities, or otherwise seek legal remedies for the legal
representative’s misconduct. If any of the designated legal representatives obtains and misuses or misappropriates our chops and seals or
other controlling intangible assets for whatever reason, we could experience disruption to our normal business operations. We may have
to take corporate or legal action, which could involve significant time and resources to resolve while distracting management from our
operations, and our business and operations may be materially and adversely affected.
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Uncertainties exist with respect to the interpretation and implementation of the Foreign Investment Law and its implementing rules
and how they may impact our business, financial condition and results of operations.

The VIE structure through contractual arrangements has been adopted by many PRC-based companies, including us, to obtain
necessary licenses and permits in industries that are currently subject to foreign investment restrictions in China. The MOFCOM
published a discussion draft of the proposed Foreign Investment Law of the PRC in January 2015, or the 2015 Draft FIL, according to
which, variable interest entities that are controlled via contractual arrangements would also be deemed as foreign-invested entities, if
they are ultimately controlled by foreign investors. In March 2019, the PRC National People’s Congress promulgated the Foreign
Investment Law of the PRC, or the FIL, and in December 2019, the State Council promulgated the Implementing Rules of the Foreign
Investment Law of the PRC, or the Implementing Rules, to further clarify and elaborate the relevant provisions of the FIL. The FIL and
the Implementing Rules both became effective from January 1, 2020 and replaced the major previous laws and regulations governing
foreign investments in the PRC. Pursuant to the FIL, “foreign investments” refer to investment activities conducted by foreign investors
(including foreign natural persons, foreign enterprises or other foreign organizations) directly or indirectly in the PRC, which include any
of the following circumstances: (i) foreign investors setting up foreign-invested enterprises in the PRC solely or jointly with other
investors, (ii) foreign investors obtaining shares, equity interests, property portions or other similar rights and interests of enterprises
within the PRC, (iii) foreign investors investing in new projects in the PRC solely or jointly with other investors, and (iv) investment in
other methods as specified in laws, administrative regulations, or as stipulated by the State Council. The FIL and the Implementing Rules
do not introduce the concept of “control” in determining whether a company would be considered as a foreign-invested enterprise, nor do
they explicitly provide whether the VIE structure through contractual arrangements would be deemed as a method of foreign investment.
However, the FIL has a catch-all provision that includes in its definition of “foreign investments” made by foreign investors in China in
other methods as specified in laws, administrative regulations, or as stipulated by the State Council. To implement this provision of the
FIL, the relevant regulatory authorities may promulgate more laws, regulations or rules on the interpretation and implementation of the
FIL, and we cannot rule out the possibility that the concept of “control” as stated in the 2015 Draft FIL may be embodied in, or the VIE
structure through contractual arrangements adopted by us may be deemed as a method of foreign investment by, any of such future laws,
regulations and rules. If any of the Consolidated Affiliated Entities were deemed as a foreign-invested enterprise under any of such future
laws, regulations and rules, and any of the businesses operated by such Consolidated Affiliated Entities in any “negative list” for foreign
investment were therefore subject to any foreign investment restrictions or prohibitions, our business, financial condition and results of
operations may be materially and adversely affected. Furthermore, if future laws, administrative regulations or provisions mandate
further actions to be taken by companies with respect to existing contractual arrangements, we may face substantial uncertainties as to
whether we can complete such actions in a timely manner, or at all. Failure to take timely and appropriate measures to cope with any of
these or similar regulatory compliance challenges could materially and adversely affect our current corporate structure, business,
financial condition and results of operations.

Risks Related to Our ADSs, Ordinary Shares and Our Trading Market
The market prices for our ADSs and/or ordinary shares have been and may continue to be volatile.

The market price for our ADSs has been volatile and ranged from a low of US$33.03 to a high of US$52.49 on the NASDAQ
Global Select Market in 2023. Likewise, the high and low prices of our ordinary shares on the Hong Kong Stock Exchange in 2023 were
HK$41.45 and HK$25.9, respectively. In addition, the performance and fluctuation of the market prices of other companies with business
operations located mainly in China that have listed their securities in Hong Kong and/or the United States may affect the volatility in the
prices of and trading volumes for our ADSs and/or ordinary shares. Some of these companies have experienced significant volatility. The
trading performance of these companies’ securities may affect the overall investor sentiment towards other companies with business
operations located mainly in China and listed in Hong Kong and/or the United States and consequently may impact the trading
performance of our ADSs and/or ordinary shares. The market price is subject to wide fluctuations in response to various factors,
including the following:

e actual or anticipated fluctuations in our quarterly operating results;
e changes in financial estimates by securities research analysts;
e conditions in the travel and lodging industries;

e changes in the economic performance or market valuations of other lodging companies;
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e announcements by us or our competitors of new products, acquisitions, strategic partnerships, joint ventures or capital
commitments;

e addition or departure of key personnel;
e fluctuations of exchange rates between the RMB and U.S. dollar, Hong Kong dollar or other foreign currencies;
e potential litigation or administrative investigations;

e release of lock-up or other transfer restrictions on our outstanding ADSs or ordinary shares or sales of additional ADSs or
ordinary shares; and

e political or market instability or disruptions, pandemics or epidemics and other disruptions to China’s economy or the global
economy, and actual or perceived social unrest in the United States, Hong Kong, Europe, the Middle East and the Southeast
Asia or other countries and regions that we operate.

In addition, the market prices for companies with operations in China in particular have experienced volatility that might have been
unrelated to the operating performance of such companies. The securities of some China-based companies that have listed their securities
in the United States and/or in Hong Kong have experienced significant volatility, including, in some cases, substantial declines in the
market prices of their securities. The performance of the securities of these China-based companies after their offerings may affect the
attitudes of investors toward Chinese companies listed in the United States and/or Hong Kong, which consequently may impact the
performance of our ADSs and ordinary shares, regardless of our actual operating performance. In addition, any negative news or
perceptions about inadequate corporate governance practices or fraudulent accounting, corporate structure or other matters of other
China-based companies may also negatively affect the attitudes of investors towards China-based companies in general, including us,
regardless of whether we have engaged in any inappropriate activities.

Inflation has accelerated in many economies, including the United States and Europe, and policy actions to address inflation have
slowed, and could reverse, economic growth in relevant countries. In addition, the continuing Russia-Ukraine war and the related energy
crisis in Europe have weighed on global economic prospects. These types of economic conditions could result in postponed or decreased
spending amid consumer concerns over unemployment, inflation, reduced asset values, increased energy costs, geographical issues, the
availability and cost of credit, and the stability and solvency of financial institutions, financial markets, businesses, local and state
governments, and sovereign nations. The economic recessions in many countries have contributed and may continue to contribute to
extreme volatility in the global stock markets, such as the large declines in share prices in the United States, China, Hong Kong and other
jurisdictions at various times since 2008. These broad market and industry fluctuations may adversely affect the prices of our ADSs
and/or ordinary shares, regardless of our operating performance.

An active trading market for our ordinary shares on the Hong Kong Stock Exchange might not be sustained and trading prices of
our ordinary shares might fluctuate significantly.

Since our listing in Hong Kong in 2020, our ordinary shares have been traded on the Hong Kong Stock Exchange. However, we
cannot assure you that an active trading market for our ordinary shares on the Hong Kong Stock Exchange will be sustained. The trading
price or liquidity for our ADSs on the NASDAQ Global Select Market and the trading price or liquidity for our ordinary shares on the
Hong Kong Stock Exchange in the past might not be indicative of those of our ordinary shares on the Hong Kong Stock Exchange in the
future. If an active trading market of our ordinary shares on the Hong Kong Stock Exchange is not sustained, the market price and
liquidity of our ordinary shares could be materially and adversely affected.

In 2014, the Hong Kong, Shanghai and Shenzhen Stock Exchanges collaborated to create an inter-exchange trading mechanism
called Stock Connect that allows international and mainland Chinese investors to trade eligible equity securities listed in each other’s
markets through the trading and clearing facilities of their home exchange. Stock Connect allows certain mainland Chinese investors to
trade directly in eligible equity securities listed on the Hong Kong Stock Exchange, known as Southbound Trading. If a company’s
shares are not considered eligible, they cannot be traded through Stock Connect. It is unclear whether and when the ordinary shares of
our company will be eligible to be traded through Stock Connect, if at all. The ineligibility of our ordinary shares for trading through
Stock Connect will affect certain mainland Chinese investors’ ability to trade our ordinary shares.
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If securities or industry analysts do not continue to publish research or if they publish inaccurate or unfavorable research about
our business, the market prices and trading volume for our ADSs and/or ordinary shares could decline.

The trading market for our ADSs and/or ordinary shares relies in part on the research and reports that equity research analysts
publish about us or our business. We do not control these analysts. If research analysts do not maintain adequate research coverage or if
one or more of the analysts who covers us downgrades our ADSs and/or ordinary shares or publishes inaccurate or unfavorable research
about our business, the market price for our ADSs and/or ordinary shares would likely decline. If one or more of these analysts cease
coverage of us or fail to publish reports on us regularly, we could lose visibility in the financial markets, which, in turn, could cause the
market price or trading volume for the ADSs and/or ordinary shares to decline significantly.

Techniques employed by short sellers may drive down the market prices of the ADSs and/or ordinary shares.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed from a third party with the
intention of buying identical securities back at a later date to return to the lender. The short seller hopes to profit from a decline in the
value of the securities between the sale of the borrowed securities and the purchase of the replacement shares, as the short seller expects
to pay less in that purchase than it received in the sale. As it is in the short seller’s interest for the price of the security to decline, many
short sellers publish, or arrange for the publication of, negative opinions and allegations regarding the relevant issuer and its business
prospects in order to create negative market momentum and generate profits for themselves after selling a security short. These short
attacks have, in the past, led to selling of shares in the market and significant volatility of the prices of ordinary shares and/or ADSs of
the targeted company. We received two short seller reports in September 2020. After receiving those reports, we immediately formed a
special investigation committee, hired attorneys and conducted an internal investigation regarding the allegations in the relevant reports.
Though we concluded that those unfavorable allegations in the short sellers reports were untrue and without merit, the short seller
reports, the volatility in the prices of our ADSs and ordinary shares, as well as our responses to regulatory inquiries and relevant
institutions, had diverted and could continue to divert our management’s attention. Furthermore, we have spent and could continue to
spend a significant amount of resources investigating such allegations, responding to relevant regulatory inquiries and defending
ourselves against any potential class action lawsuits. In the event we receive additional short seller reports in the future, our
management’s attention could be diverted, which could adversely affect our business operations and administration. We may need to
spend a significant amount of time and resources responding to the short selling firms and regulatory inquiries and preparing for or
defending against potential class action lawsuits or derivative actions initiated by our investors and shareholders. Additionally, we may
also be constrained in the manner in which we can proceed against the relevant short sellers by principles of freedom of speech,
applicable laws of the relevant jurisdictions or issues of commercial confidentiality.

We may need additional capital, and the sale of additional ADSs, ordinary shares or other equity securities could result in
additional dilution to our shareholders and the incurrence of additional indebtedness could increase our debt service obligations.

We believe that our current cash and cash equivalents, anticipated cash flow from operations, and funds available from borrowings
under our bank facilities (including the undrawn bank facilities currently available to us and bank facilities we plan to obtain in 2024)
will be sufficient to meet our anticipated working capital cash needs for at least the next 12 months. We may, however, require additional
cash resources due to changed business conditions, strategic acquisitions or other future developments, including expansion through
leased and owned hotels and any investments or acquisitions we may decide to pursue. If these resources are insufficient to satisfy our
cash requirements, we may seek to sell additional equity or debt securities or obtain additional credit facilities. The sale of additional
equity and equity-linked securities could dilute the interests of our shareholders and ADS holders and adversely impact the market prices
of our ADSs and/or ordinary shares. Our incurrence of indebtedness would result in increased debt service obligations and could result in
operating and financing covenants that would restrict our operations. We cannot assure you that financing will be available in amounts or
on terms acceptable to us, if at all.
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Due to the global outbreak of COVID-19, our business was significantly impacted and we experienced operating losses in 2021 and
2022. We recorded net loss attributable to H World Group Limited of RMB465 million and RMB1,821 million in 2021 and 2022,
respectively. We have witnessed recovery in 2023. Our operating income and net income attributable to H World Group Limited in 2023
totaled RMB4,714 million and RMB4,085 million (US$575 million), respectively. As of December 31, 2023, our current liabilities
exceeded our current assets by US$752 million. Our ability to continue to meet our working capital demands depends on our ability to
generate cash flows from operations and to arrange adequate financing arrangements. For more information, please see “Item 5.
Operating and financial review and prospects—>5.B. Liquidity and Capital Resources.” If we are unable to continue funding our business
operations or achieve or maintain profitability, the market price of our ADSs may significantly decrease.

Future sales or issuances, or perceived future sales or issuances, of substantial amounts of our ordinary shares or ADSs could
adversely affect the prices of our ADSs and/or ordinary shares.

If our existing shareholders sell, or are perceived as intending to sell, substantial amounts of our ordinary shares or ADSs, including
those issued upon the exercise of our outstanding stock options, the market price of our ADSs and/or ordinary shares could fall. For
example, as of December 31, 2023, we had approximately 95.1 million non-vested restricted stocks and 28.5 million share options
outstanding. Such sales, or perceived potential sales, by our existing shareholders might make it more difficult for us to issue new equity
or equity-related securities in the future at a time and place we deem appropriate. Ordinary shares held by our existing shareholders may
be sold in the public market in the future subject to the restrictions contained in Rule 144 and Rule 701 under the Securities Act and the
applicable lock-up agreements. If any existing shareholder or shareholders sell a substantial amount of ordinary shares after the
expiration of the lock-up period, the prevailing market price for our ADSs and/or ordinary shares could be adversely affected.

In addition, certain of our shareholders or their transferees and assignees will have the right to cause us to register the sale of their
shares under the Securities Act upon the occurrence of certain circumstances. Registration of these shares under the Securities Act would
result in these shares becoming freely tradable without restriction under the Securities Act immediately upon the effectiveness of the
registration. Sales of these registered shares in the public market could cause the prices of our ADSs and/or ordinary shares to decline.

Furthermore, we will be required to issue ADSs to holders of our convertible senior notes due 2026, upon their conversion of the
notes. We have not entered into any hedging transactions to reduce the dilution to our existing shareholders upon the holders’ conversion
of our convertible senior notes due 2026. As a result, the prevailing trading prices of our ADSs and/or ordinary shares could be adversely
affected by conversions of these notes.

As our founder and co-founders collectively hold a controlling interest in us, they have significant influence over our management
and their interests may not be aligned with our interests or the interests of our other shareholders.

As of March 31, 2024, our founder, Mr. Qi Ji, who is also our chairman of the board and our co-founders, Ms. Tong Tong Zhao and
Mr. John Jiong Wu, in total beneficially owned approximately 31.3% of our outstanding ordinary shares on an as-converted basis. The
interests of these shareholders may conflict with the interests of our other shareholders. Our founder and co-founders have significant
influence over us, including on matters relating to mergers, consolidations and the sale of all or substantially all of our assets, election of
directors and other significant corporate actions. This concentration of ownership may discourage, delay or prevent a change in control of
us, which could deprive our shareholders of an opportunity to receive a premium for their shares as part of a sale of our company or of
our assets and might reduce the price of our ADSs and/or ordinary shares. These actions may be taken even if they are opposed by our
other shareholders, including holders of our ADSs and/or ordinary shares.
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Holders of our ADSs may not receive dividends or other distributions on our ordinary shares and may not receive any value for
them, if it is illegal or impractical to make them available to these holders.

The depositary of the ADSs has agreed that if it or the custodian receives any cash dividends or other distributions on our ordinary
shares or other deposited securities underlying the ADSs, it will pay them to the holders of ADSs after deducting its fees and expenses
pursuant to the deposit agreement. The holders of ADSs will receive these distributions in proportion to the number of ordinary shares
that their ADSs represent. However, the depositary or the custodian is not responsible if it decides that it is unlawful or impractical to
make a distribution available to any holders of ADSs. For example, it would be unlawful to make a distribution to a holder of ADSs if it
consists of securities that require registration under the Securities Act, but that are not properly registered or distributed under an
applicable exemption from registration. The depositary may also determine that it is not practicable to distribute certain property. In these
cases, the depositary may determine not to distribute such property. We have no obligation to register under U.S. securities laws any
ADSs, ordinary shares, rights or other securities received through such distributions. We also have no obligation to take any other action
to permit the distribution of ADSs, ordinary shares, rights or anything else to holders of ADSs. This means that the holders of ADSs may
not receive distributions we make on our ordinary shares or any value for them if it is illegal or impractical for us to make them available
to these holders. These restrictions may cause a material decline in the value of the ADSs.

ADS holders may not have the same voting rights as the holders of our ordinary shares and generally have fewer rights than our
ordinary shareholders and must act through the depositary to exercise those rights.

Holders of ADSs do not have the same rights as our ordinary shareholders and may only exercise voting and other shareholder rights
with respect to the underlying ordinary shares in accordance with the provisions of the deposit agreement. Except as described in the
deposit agreement, holders of our ADSs may not be able to exercise voting rights attaching to the shares evidenced by our ADSs on an
individual basis. Holders of our ADSs appoint the depositary or its nominee as their representative to exercise the voting rights attaching
to the shares represented by the ADSs. ADS holders may not receive voting materials in time to instruct the depositary to vote, and it is
possible that they may not have the opportunity to exercise a right to vote and/or may lack recourse if the ADSs are not voted as you
requested.

Except in limited circumstances, the depositary will give us a discretionary proxy to vote our ordinary shares underlying the ADSs
if holders of these ADS’s do not give voting instructions to the depositary, which could adversely affect the interests of holders of
ordinary shares and/or the ADSs.

Under the deposit agreement, the depositary will give us a discretionary proxy to vote the ordinary shares underlying the ADSs at
shareholders’ meetings if holders of these ADSs do not give voting instructions to the depositary, unless:

e we have instructed the depositary that we do not wish a discretionary proxy to be given;

e we have informed the depositary that there is substantial opposition as to a matter to be voted on at the meeting;

e a matter to be voted on at the meeting may adversely affect the rights of shareholders; or

e voting at the meeting is made on a show of hands.

The effect of this discretionary proxy is that, if holders of ADSs fail to give voting instructions to the depositary, they cannot prevent

our ordinary shares underlying their ADSs from being voted, except under the circumstances described above. This may make it more
difficult for shareholders to influence our management. Holders of our ordinary shares are not subject to this discretionary proxy.
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We adopt different practices as to certain matters as compared with many other companies listed on the Hong Kong Stock
Exchange.

We completed our public offering and listing in Hong Kong in September 2020 and the trading of our ordinary shares on the Hong
Kong Stock Exchange commenced on September 22, 2020 under the stock code “1179.” As a company listed on the Hong Kong Stock
Exchange pursuant to Chapter 19C of the Hong Kong Listing Rules, we are not subject to certain provisions of the Hong Kong Listing
Rules pursuant to Rule 19C.11, including, among others, rules on notifiable transactions, connected transactions, share option schemes,
content of financial statements as well as certain other continuing obligations. In addition, in connection with the listing of our ordinary
shares on the Hong Kong Stock Exchange, we have been granted a number of waivers and/or exemptions from strict compliance with the
Hong Kong Listing Rules, the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong), the Code on Takeovers and Mergers and Share Buy-backs (the “Takeovers Codes”) and the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the “SFO”). As a result, we will adopt different practices as to those matters, including with
respect to the content and presentation of our annual reports and interim reports, as compared with other companies listed on the Hong
Kong Stock Exchange that do not enjoy those exemptions or waivers. Furthermore, if 55% or more of the total worldwide trading
volume, by dollar value, of our ordinary shares and ADSs over our most recent financial year takes place on the Hong Kong Stock
Exchange’s markets, the Hong Kong Stock Exchange will regard us as having a dual primary listing in Hong Kong and we will no longer
enjoy certain exemptions or waivers from strict compliance with the requirements under the Hong Kong Listing Rules, the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong), the Takeovers Codes and the SFO,
which could result in our needing to undertake additional compliance activities, to devote additional resources to comply with new
requirements, and our incurring of incremental compliance costs.

ADS holders may not be able to participate in rights offerings and may experience dilution of his, her or its holdings as a result.

We may from time to time distribute rights to our shareholders, including rights to acquire our securities. Under the deposit
agreement for the ADSs, the depositary will not offer those rights to ADS holders unless both the rights and the underlying securities to
be distributed to ADS holders are either registered under the Securities Act or exempt from registration under the Securities Act with
respect to all holders of ADSs. We are under no obligation to file a registration statement with respect to any such rights or underlying
securities or to endeavor to cause such a registration statement to be declared effective. In addition, we may not be able to take advantage
of any exemptions from registration under the Securities Act. Accordingly, holders of our ADSs may be unable to participate in our
rights offerings and may experience dilution in their holdings as a result.

ADS holders may be subject to limitations on transfer of their ADSs.

Our ADSs are transferable on the books of the depositary. However, the depositary may close its transfer books at any time or from
time to time when it deems expedient in connection with the performance of its duties. In addition, the depositary may refuse to deliver,
transfer or register transfers of ADSs generally when our books or the books of the depositary are closed, or at any time if we or the
depositary deem it advisable to do so because of any requirement of law or of any government or governmental body, or under any
provision of the deposit agreement, or for any other reason.

We may be subject to securities litigation, which is expensive and could divert management attention.
Companies that have experienced volatility in the volume and market prices of their shares have been subject to an increased
incidence of securities class action litigation. We may be the target of this type of litigation in the future. Securities litigation against us

could result in substantial costs and divert our management’s attention from other business concerns, and, if adversely determined, could
have a material adverse effect on our business, financial condition and results of operations.
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AS a foreign private issuer, we are permitted to, and we will, rely on exemptions from certain NASDAQ corporate governance
standards applicable to U.S. issuers, including the requirement regarding the implementation of a nominations committee. This
may afford less protection to holders of our ordinary shares and ADSs.

The NASDAQ Marketplace Rules in general require listed companies to have, among other things, a nominations committee
consisting solely of independent directors. As a foreign private issuer, we are permitted to, and we will, follow home country corporate
governance practices instead of certain requirements of the NASDAQ Marketplace Rules, including, among others, the implementation
of a nominations committee. The corporate governance practice in our home country, the Cayman Islands, does not require the
implementation of a nominations committee. We currently intend to rely upon the relevant home country exemption with respect to the
nominations committee. As a result, the level of independent oversight over management of our company may afford less protection to
holders of our ordinary shares and ADSs.

Our currently effective articles of association contain anti-takeover provisions that could have a material adverse effect on the
rights of holders of our ordinary shares and ADSs.

Our currently effective articles of association contain provisions that have potential to limit the ability of others to acquire control of
our company or cause us to enter into change-of-control transactions. These provisions could have the effect of depriving our
shareholders of opportunities to sell their shares at a premium over prevailing market prices by discouraging third parties from seeking to
obtain control of our company in a tender offer or similar transaction.

For example, our board of directors has the authority, without further action by our shareholders, to issue preferred shares in one or
more classes or series and to fix their designations, powers, preferences, and relative participating, optional or other rights and the
qualifications, limitations or restrictions, including, without limitation, dividend rights, conversion rights, voting rights, terms of
redemption privileges and liquidation preferences, any or all of which may be greater than the rights associated with our ordinary shares,
in the form of ADSs or otherwise. In the event these preferred shares have better voting rights than our ordinary shares, in the form of
ADS:s or otherwise, they could be issued quickly with terms calculated to delay or prevent a change in control of our company or make
removal of management more difficult. If our board of directors decides to issue preferred shares, the price of our ADSs may decline and
the voting and other rights of the holders of our ordinary shares and ADSs may be materially and adversely affected.

The provisions of our currently effective articles of association may encourage potential acquirers to negotiate with us and allow our
board of directors the opportunity to consider alternative proposals in the interest of maximizing shareholder value. However, these
provisions may also discourage acquisition proposals or delay or prevent a change in control that could be beneficial to holders of our
ordinary shares and ADSs.
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You may face difficulties in protecting your interests, and your ability to protect your rights through the U.S. federal courts or Hong
Kong courts may be limited. The ability of U.S. or Hong Kong authorities to bring actions against us or our management may also
be limited.

We are an exempted company limited by shares incorporated under the laws of the Cayman Islands and conduct a substantial portion
of our business and operations through our subsidiaries in China, the world’s largest emerging market. With the acquisition of Deutsche
Hospitality in January 2020, we also operate part of our business in Germany, among other jurisdictions. Most of our officers reside
outside the United States and Hong Kong and some or all of the assets of those persons are located outside of the United States and Hong
Kong. It may be difficult or impossible for you to bring an action against us or against these individuals in the Cayman Islands, China,
Hong Kong or Germany in the event that you believe that your rights have been infringed under the securities laws or otherwise. Even if
you are successful in bringing an action of this kind outside the Cayman Islands, China, Hong Kong or Germany, the laws of the Cayman
Islands, China, Hong Kong and Germany may render you unable to effect service of process upon, or to enforce a judgment against our
assets or the assets of our directors and officers. There is uncertainty as to whether the courts of the Cayman Islands would (i) recognize
or enforce judgments of U.S. courts obtained against us or our directors or officers that are predicated upon the civil liability provisions
of the securities laws of the United States or any state in the United States, or (ii) entertain original actions brought in the Cayman Islands
against us or our directors or officers that are predicated upon the securities laws of the United States or any state in the United States.
Although there is no statutory enforcement in the Cayman Islands of judgments obtained in the federal or state courts of the United
States (and the Cayman Islands are not a party to any treaties for the reciprocal enforcement or recognition of such judgments), the courts
of the Cayman Islands would recognize as a valid judgment, a final and conclusive judgment in personam obtained in the foreign courts
against our company under which a sum of money is payable (other than a sum of money payable in respect of multiple damages, taxes
or other charges of a like nature or in respect of a fine or other penalty) or, in certain circumstances, an in personam judgment for non-
monetary relief, and would give a judgment based thereon provided that (a) such courts had proper jurisdiction over the parties subject to
such judgment, (b) such courts did not contravene the rules of natural justice of the Cayman Islands, (c) such judgment was not obtained
by fraud, (d) the enforcement of the judgment would not be contrary to the public policy of the Cayman Islands, (¢) no new admissible
evidence relevant to the action is submitted prior to the rendering of the judgment by the courts of the Cayman Islands, and (f) there is
due compliance with the correct procedures under the laws of the Cayman Islands. A Cayman Islands court may stay enforcement
proceedings if concurrent proceedings are being brought elsewhere.

A judgment of a court of another jurisdiction may be reciprocally recognized or enforced if the jurisdiction has a treaty with China
or if judgments of the PRC courts have been recognized before in that jurisdiction, subject to the satisfaction of other requirements.
However, China does not have treaties providing for the reciprocal enforcement of judgments of courts with Japan, the United Kingdom,
the United States and most other Western countries. There are also uncertainties as to the enforceability in Germany of civil liabilities
based on the U.S. federal and state securities laws or Hong Kong laws, either in an original action or in an action to enforce a judgment
obtained in U.S. courts or Hong Kong courts (as the case may be). Germany currently does not have a treaty with the U.S. or Hong Kong
providing for the reciprocal recognition and enforcement of judgments, other than arbitration awards, in civil and commercial matters.
German courts usually deny the recognition and enforcement of punitive damages as incompatible with the fundamental principles of
German law. In addition, due to jurisdictional limitations, matters of comity and various other factors, the SEC, the Department of Justice
and other U.S. authorities may be limited in their ability to take enforcement actions, including in instances of fraud, against us or our
directors and officers in China. In addition, shareholder claims that are common in the United States, including class action securities law
and fraud claims, are generally uncommon in China.

Our corporate affairs are governed by our currently effective memorandum and articles of association and by the Companies Act,
Cap 22 (Act 3 of 1961, as consolidated and revised) (the “Companies Act”) and the common law of the Cayman Islands. The rights of
shareholders to take legal action against our directors and us, actions by minority shareholders and the fiduciary responsibilities of our
directors to us under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands. The common law of
the Cayman Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as well as from English
common law, which has persuasive, but not binding, authority on a court in the Cayman Islands. The rights of our shareholders and the
fiduciary responsibilities of our directors under Cayman Islands law are not as clearly established as they would be under statutes or
judicial precedents in the United States and Hong Kong. In particular, the Cayman Islands has a less developed body of securities laws as
compared to the United States and Hong Kong, and provides significantly less protection to investors. In addition, Cayman Islands
companies may not have standing to initiate a shareholder derivative action before the federal courts of the United States or the courts of
Hong Kong. Furthermore, our currently effective articles of association are specific to us and include certain provisions that may be
different from common practices in Hong Kong, such as the absence of requirements that the appointment, removal and remuneration of
auditors must be approved by a majority of our shareholders.
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As aresult of all of the above, our public shareholders may have more difficulty in protecting their interests through actions against
our management, directors or major shareholders than would shareholders of a corporation incorporated in a jurisdiction in the United
States or in Hong Kong.

It may be difficult for overseas regulators to conduct investigations or collect evidence within China.

On February 24, 2023, the CSRC released the Confidentiality and Archives Provisions, which came into effect on March 31, 2023.
Pursuant to which, a PRC based company must obtain approvals and make filings with relevant authorities when providing or publicly
disclosing, by itself or through the overseas listing entity, any document or material that involves state secret or work secret of state
agencies. In addition, pursuant to such regulation, any cross-border investigation, collection of evidence or inspection targeting PRC-
based issuers, securities companies and security service institutions proposed by overseas securities regulatory authorities must be carried
out through cross-border regulatory cooperation mechanism and reported to CSRC or relevant competent departments in advance.

As of the date of this annual report, there remains uncertainties as to the interpretation and implementation of such regulation. Also,
shareholder claims or regulatory investigations that are common in the United States generally are difficult to pursue as a matter of law
or practicality in China. For example, in China, there are significant legal and other obstacles to providing information needed for
regulatory investigations or litigation initiated outside China. Although the authorities in China may establish a regulatory cooperation
mechanism with the securities regulatory authorities of another country or region to implement cross-border supervision and
administration, such cooperation with the securities regulatory authorities in the United States may not be efficient in the absence of
mutual and practical cooperation mechanisms. Furthermore, according to Article 177 of the PRC Securities Law, or Article 177, which
became effective in March 2020, no overseas securities regulator is allowed to directly conduct investigation or evidence collection
activities within the territory of the PRC. In addition, the Data Security Law and the Personal Information Protection Law provide that no
entity or individual within the PRC territory can provide any foreign judicial body and law enforcement body with any data or any
personal information stored within the PRC territory without the approval of the competent PRC regulatory authority. While detailed
interpretations of or implementation rules under Article 177 have yet to be promulgated, the inability for an overseas securities regulator
to directly conduct investigation or evidence collection activities within China may increase difficulties you may face in protecting your
interests.

The different characteristics of the capital markets in Hong Kong and the U.S. may negatively affect the trading prices of our
ordinary shares and ADSs.

We are subject to Hong Kong and NASDAQ listing and regulatory requirements concurrently. The Hong Kong Stock Exchange and
the NASDAQ Global Select Market have different trading hours, trading characteristics (including trading volume and liquidity), trading
and listing rules, and investor bases (including different levels of retail and institutional participation). As a result of these differences,
the trading prices of our ordinary shares and/or ADSs may not be the same, even allowing for currency differences and the ADS ratio.
Fluctuations in the price of our ADSs due to circumstances peculiar to the U.S. capital markets could materially and adversely affect the
price of the ordinary shares, or vice versa. Certain events having significant negative impact specifically on the U.S. capital markets may
result in a decline in the trading price of our ordinary shares notwithstanding that such event may not impact the trading prices of
securities listed in Hong Kong generally or to the same extent, or vice versa. Because of the different characteristics of the U.S. and
Hong Kong capital markets, the historical market prices of our ADSs in the NASDAQ Global Select Market may not be indicative of the
trading performance of the ordinary shares in the Hong Kong Stock Exchange, and vice versa.

Exchange between our ordinary shares and our ADSs may adversely affect the liquidity and/or trading price of each other.

Our ADSs are currently traded on the NASDAQ Global Select Market. Subject to compliance with U.S. securities law and the terms
of the deposit agreement, holders of our ordinary shares may deposit ordinary shares with the depositary in exchange for the issuance of
our ADSs. Any holder of ADSs may also withdraw the ordinary shares underlying the ADSs pursuant to the terms of the deposit
agreement for trading on the Hong Kong Stock Exchange. In the event that a substantial number of ordinary shares are deposited with the
depositary in exchange for ADSs, or vice versa, the liquidity and trading prices of our ordinary shares on the Hong Kong Stock
Exchange and our ADSs on the NASDAQ Global Select Market may be adversely affected.
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The time required for the exchange between ordinary shares and ADSs may be longer than expected and investors may not be able
to settle or effect any sale of their securities during this period, and the exchange of ordinary shares into ADSs involves costs.

There is no direct trading or settlement route between the NASDAQ Global Select Market and the Hong Kong Stock Exchange on
which our ADSs and the ordinary shares are respectively traded. In addition, the time differences between Hong Kong and New York and
unforeseen market circumstances or other factors may delay the deposit of ordinary shares in exchange of ADSs or the withdrawal of
ordinary shares underlying the ADSs. Investors will be prevented from settling or effecting the sale of their securities during such periods
of delay. In addition, there is no assurance that any exchange of ordinary shares into ADSs (and vice versa) will be completed in
accordance with the timelines investors may anticipate.

Furthermore, the depositary for the ADSs is entitled to charge holders fees for various services including for the issuance of ADSs
upon deposit of ordinary shares, the release of ordinary shares upon cancelation of ADSs, distributions of cash dividends or other cash
distributions, distributions of ADSs pursuant to share dividends or other free share distributions, distributions of securities other than
ADSs and annual service fees. As a result, shareholders who exchange ordinary shares into ADSs, and vice versa, may not achieve the
level of economic return the shareholders may anticipate.

We may be classified as a passive foreign investment company, which could result in adverse United States federal income tax
consequences for U.S. Holders of our ADSs or ordinary shares.

Based on our financial statements and relevant market and shareholder data, we believe that we should not be treated as a passive
foreign investment company (a “PFIC”) for U.S. federal income tax purposes for 2023. In addition, based on our financial statements and
our current expectations regarding the value and nature of our assets, the sources and nature of our income, and relevant market and
shareholder data, we do not anticipate becoming a PFIC in 2024. The application of the PFIC rules is subject to ambiguity in several
respects and, in addition, we must make annual separate determinations each year as to whether we are a PFIC (after the close of each
taxable year). Accordingly, we cannot assure you of our PFIC status for 2024 or for any future taxable year. If we were treated as a PFIC
for any taxable year during which a U.S. Holder (as defined herein) held an ADS or an ordinary share, certain adverse United States
federal income tax consequences could apply to the U.S. Holder. For a more detailed discussion of United States federal income tax
consequences to U.S. Holders, see “Item 10. Additional Information—E. Taxation—United States Federal Income Tax Consideration.”

There is uncertainty as to whether Hong Kong stamp duty will apply to the trading or conversion of our ADSs.

In connection with the public offering of our ordinary shares in Hong Kong in September 2020, or the Hong Kong IPO, we
established a branch register of members in Hong Kong, or the Hong Kong share register. Our ordinary shares that are traded on the
Hong Kong Stock Exchange, including those issued in the Hong Kong IPO and those that may be converted from ADSs, are registered
on the Hong Kong share register, and the trading of these ordinary shares on the Hong Kong Stock Exchange are subject to the Hong
Kong stamp duty. To facilitate ADS-ordinary share conversion and trading between the NASDAQ Global Select Market and the Hong
Kong Stock Exchange, we have moved a portion of our issued ordinary shares from our Cayman share register to our Hong Kong share
register.

Under the Hong Kong Stamp Duty Ordinance, any person who effects any sale or purchase of Hong Kong stock, defined as stock
the transfer of which is required to be registered in Hong Kong, is required to pay Hong Kong stamp duty. The stamp duty is currently set
at a total rate of 0.2% of the greater of the consideration for, or the value of, shares transferred, with 0.1% payable by each of the buyer
and the seller.

To the best of our knowledge, Hong Kong stamp duty has not been levied in practice on the trading or conversion of ADSs of
companies that are listed in both the United States and Hong Kong and that have maintained all or a portion of their ordinary shares,
including ordinary shares underlying ADSs, in their Hong Kong share registers. However, it is unclear whether, as a matter of Hong
Kong law, the trading or conversion of ADSs of these dual-listed companies constitutes a sale or purchase of the underlying Hong Kong-
registered ordinary shares that is subject to Hong Kong stamp duty. We advise investors to consult their own tax advisors on this matter.
If Hong Kong stamp duty is determined by the competent authority to apply to the trading or conversion of our ADSs, the trading price
and the value of your investment in our ADSs or ordinary shares may be affected.
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ITEM 4. INFORMATION ON THE COMPANY

4.A. History and Development of the Company

The following table illustrates the key milestones of our history and business development:

Year

Milestone

2005

2008

2010

2012

2013

2014

2016

2017

2018

2019

2020

2021

We launched the first HanTing Hotel in Kunshan, Suzhou.
We launched our budget hotel product, HanTing Hi Inn, which was subsequently rebranded as Hi Inn.

Our ADSs were listed on the NASDAQ Global Selected Market.
We launched the first JI Hotel in Shanghai.

We acquired a 51% equity interest in Starway HK, a midscale hotel chain, and expanded our offering to four hotel brands.
We changed our Chinese trade name from “HanTing Hotel Group” to “HuaZhu Hotel Group”.

We acquired the remaining 49% equity interest in Starway HK from C-Travel International Limited.
We adopted the first proprietary cloud-based property management system in China.

We entered into agreements with Accor, to join forces in the Pan-China region to develop Accor brand hotels and to form
an extensive and long-term alliance with Accor.

We offered the first automated self-check-in or check-out kiosks in China, featuring advanced technologies such as facial
recognition.

We completed our transaction with Accor.
We adopted a centralized procurement system, leveraging our Internet of Things technology, which allows all hotels
across the network to make bulk purchases of hotel supplies.

We completed the acquisition of all of the equity interests in Crystal Orange, which operated hotels under the brands
Crystal Orange Hotel and Orange Hotel.
We issued US$475 million of 0.375% convertible senior notes due 2022.

We changed our name to Huazhu Group Limited, or Huazhu.

We completed the acquisition in steps of a majority stake in Blossom Hotel Management, which was engaged in the
business of operating and managing hotels under Blossom Hill Hotels & Resorts (currently Blossom House) brand in the
upscale market in the PRC.

We were a winner of the “2019 CIO 100 Award”, which recognized us as one of the 100 most innovative organizations
worldwide that use information technology in innovative ways to deliver business value.

Our H Rewards loyalty program surpassed 150 million members.

We opened our first overseas hotel in Singapore under JI Hotel brand, which we directly operate.

We completed the acquisition of all equity interest in Steigenberger Hotels AG, which was engaged in the business of
operating and managing hotels under five brands, namely Steigenberger Hotels & Resorts, MAXX, Jaz in the City,
IntercityHotel and Zleep Hotels, primarily in Europe.

We issued US$500 million of 3% convertible senior notes due 2026.

We completed our global offering and listing on the Hong Kong Stock Exchange. We issued a total of 23,485,450
ordinary shares (including 3,063,300 ordinary shares pursuant to the exercise of over-allotment option) at a public offering
price of HKD297 (US$38.31) per ordinary share. Our ordinary shares started to be traded on the Hong Kong Stock
Exchange on September 22, 2020. The offering size and offering price presented in this paragraph did not retroactively
reflect the Share Subdivision.

We completed the put right offer relating to the 2022 Notes.

We completed the acquisition of CitiGO in May 2021, which operates hotels under the brand of CitiGO Hotel.
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Year Milestone

2022 We changed our name to H World Group Limited, or H World.
We fully redeemed our convertible senior notes due 2022 on the maturity date of November 1, 2022.

2023 We issued a total of 7,118,500 ADSs (including 928,500 additional ADSs pursuant to the exercise of a 30-day option),
each representing ten ordinary shares of H World Group Limited, at a price of US$42.0 per ADS, in January 2023.

Our principal executive offices are located at No. 1299 Fenghua Road, Jiading District, Shanghai 201803, People’s Republic of
China. Our telephone number at this address is +86 (21) 6195-2011. Our registered office in the Cayman Islands is located at the offices
of Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY'1-1111, Cayman Islands.

Investors should contact us for any inquiries through the address and telephone number of our principal executive offices. Our
website is http://www.hworld.com. The information contained on our website is not a part of this annual report.

The SEC maintains an internet site (http://www.sec.gov), which contains reports, proxy and information statements, and other
information regarding us that file electronically with the SEC.

4.B. Business Overview

We are a leading, fast-growing multi-brand hotel group in China with international operations. Our hotels are operated under three
different models: leased and owned, franchised, and franchised hotels that we operate under management contracts, which we refer to as
“manachised.” We expanded our hotel network from 7,830 hotels as of December 31, 2021 to 9,394 hotels as of December 31, 2023,
representing a CAGR of 9.5%. As of December 31, 2023, we had 9,394 hotels in operation, including 691 leased and owned hotels and
8,703 manachised and franchised hotels, with an aggregate of 912,444 hotel rooms. As of the same date, we were developing an
additional 3,098 hotels, including 30 leased and owned hotels and 3,068 manachised and franchised hotels.

Brands are the bedrock of our success. In over a decade, we grew from an economy hotel chain to a multi-brand hotel group
covering the full spectrum of market segments. Leveraging our consumer insights and our capability to deliver innovative and trend-
setting products, we now operate a portfolio of over 20 distinct hotel brands.

We have developed a vast base of loyal and engaged customers under our H Rewards loyalty program. H Rewards covers all of our
brands and had more than 228 million members as of December 31, 2023. We engage with program members through multiple online
and offline touch points to personalize their lodging experiences and foster strong and long-lasting relationships that inspire loyalty to
our brands. H Rewards is a powerful distribution platform, enabling us to conduct lower-cost, targeted marketing campaigns and
maintain a high percentage of direct sales to customers. In 2023, approximately 73% of our room-nights were sold to customers who
were individual or corporate H Rewards members in legacy Huazhu. In the same year, approximately 78% of our room-nights were sold
through our own sales channels.

We have developed industry-leading, proprietary technology infrastructure that enhances customer experience, increases our
operational efficiency, and supports our fast growth. The core of this infrastructure is a comprehensive suite of modularized applications,
including a cloud-based property management system and centralized reservation, procurement and revenue management systems.
Leveraging our operational experience and technological capabilities, we have built a centralized shared service center and realized the
economies of scale made possible through our sizable hotel operations. We have also undertaken a series of industry-first digitalization
initiatives to optimize our hotels’ operational efficiency and cost structure and operate “smart” hotels. Our digital transformation
initiative, the “Easy” series, has increased the speed and efficiency of our hotels’ entire business processes, from the moment a
reservation is made until a guest checks out.
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Leveraging our strong brand recognition, massive member traffic, and robust technology infrastructure, we have pioneered a
business operating system designed to enhance hotel operations across all fronts. Our business operating system is the result of our years
of industry know-how, and it includes innovative ideas that are first tested and refined by our leased and owned business. Subsequently,
these ideas can be “plugged-and-played” by our franchisees with confidence, thus allowing us to effectively expand our hotel network in
an asset-light manner. We added a net 1,564 hotels (including seven hotels under legacy DH) from December 31, 2021 to December 31,
2023, 1,611 of which were manachised and franchised hotels. Apart from receiving franchise fees for these hotels, we also share our
technology infrastructure and our vast customers base with our franchisees. In addition to extending our expertise to our manachised and
franchised hotels, we can also monetize our core competencies by offering standardized and tailored SaaS and IT solutions to other hotel
operators, real estate companies and service apartment providers. We believe that our distinct approach to hospitality has helped us
establish a highly differentiated business model that balances scale, quality and returns.

We recorded outstanding financial performance in the past, although our financial performance has recently been adversely affected
by COVID-19 since in 2021 and 2022 and was also affected by exchange loss as a result of the Euro’s depreciation in 2022. We
witnessed strong recovery in 2023. Our total revenue was RMB12,785 million, RMB13,862 million and RMB21,882 million (US$3,082
million) in 2021, 2022 and 2023, respectively. We had net loss attributable to H World Group Limited of RMB465 million and
RMB1,821 million in 2021 and 2022, respectively, and net income attributable to H World Group Limited of RMB4,085 million
(US$575 million) in 2023. Our adjusted EBITDA (non-GAAP) amounted to RMB1,571 million, RMB610 million and RMB6,874
million (US$966 million) in 2021, 2022 and 2023, respectively. Our net cash provided by operating activities amounted to RMB1,342
million, RMB1,564 million and RMB7,674 million (US$1,080 million) in these respective periods.

We believe that our core competencies and proven business model well-position us to increase our share in the expanding global
lodging industry and continue to deliver encouraging financial performance.

Our Brands and Products

As of the date of this annual report, we have hotels in operation or under development under the following brands, which are
designed to target distinct segments of customers:

e Economy hotel brands: HanTing Hotel, Ni Hao Hotel, Hi Inn, Elan Hotel, Zleep Hotels and Ibis Hotel;
o  Midscale hotel brands: JI Hotel, Orange Hotel, Starway Hotel and Ibis Styles Hotel;

e  Upper midscale hotel brands: Crystal Orange Hotel, IntercityHotel, Manxin Hotel, Mercure Hotel, Madison Hotel, Novotel
Hotel, CitiGO Hotel and MAXX;

e  Upscale hotel brands: Joya Hotel, Blossom House, Steigenberger Hotels & Resorts, Jaz in the City, and Grand Mercure Hotel;
and

e  Luxury hotel brand: Steigenberger Icon and Song Hotels.

We have entered into brand franchise agreements with Accor and enjoy exclusive franchise rights in respect of Mercure Hotel, 1bis
Hotel and Ibis Styles Hotel in the PRC, Taiwan and Mongolia and non-exclusive franchise rights in respect of Grand Mercure Hotel and
Novotel Hotel in the PRC, Taiwan and Mongolia. Through our acquisition of Deutsche Hospitality, we have obtained exclusive rights to
construct, operate, manage, franchise and license hotels under the Jaz in the City brand in China, Southeast Asia, Japan, South Korea and
Europe subject to certain exceptions, and non-exclusive rights to operate, manage, franchise and license certain number of hotels under
the Jaz in the City brand in certain other countries and regions, such as Tunisia, Cape Verde, the United Arab Emirates (the “UAE”) and

Egypt.

As of December 31, 2023, we also operated ten other hotels, including other partner hotels and other hotel brands in Yongle Huazhu
Hotel & Resort Group (excluding Steigenberger Hotels & Resorts and Blossom House).

We believe that our multi-brand strategy provides us with a competitive advantage to open more hotels in attractive markets, capture

a wider range of customers with evolving lodging preferences and needs thereby achieving greater economies of scale through shared
platforms.
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Economy Hotel Brands
HanTing Hotel

Launched in 2005, HanTing Hotel is our starting brand and our economy hotel product with the value proposition of “Quality,
Convenience and Value.” HanTing Hotels also include hotels we previously marketed under the name of Hanting Premium Hotels. These
hotels are “close neighbors” of 1.4 billion Chinese people. As of December 31, 2023, we had 3,598 HanTing Hotels in operation and an
additional 731 HanTing Hotels under development.

Ni Hao Hotel

Ni Hao Hotel is our economy hotel product targeting young customers. By digitalizing and standardizing independent hotels, it helps
improve their operational efficiency while maintaining their individual features. Ni Hao Hotels provide clean and comfortable lodging
experiences to the guests at affordable prices. Ni Hao Hotel is committed to creating a “happy planet” for young travelers. As of
December 31, 2023, we had 269 Ni Hao Hotels in operation and 177 Ni Hao Hotels under development.

Hi Inn

Launched in late 2008 and originally marketed under the name of HanTing Hi Inn, Hi Inn is our economy hotel product committed
to support self-help service. With the tenet of “freedom of lodging for all,” Hi Inn has carefully selected the streets and alleys of cities,
reasonably planned every inch of space, and met the needs of practical people on leisure vacations and business trips with self-help
services, devoting itself to making every traveler feel free, wise, practical and green lodging experience. As of December 31, 2023, we
had 471 Hi Inns in operation and an additional 180 Hi Inns under development.

Elan Hotel

In September 2014, we launched Elan Hotel. Elan Hotel is our economy hotel product committed to improving the operating
efficiency of individual micro, small- and medium-sized economy hotels. With the continuing upgrade of accommodations and services,
these hotels provide a high-quality experience for young customers. As of December 31, 2023, we had 404 Elan Hotels in operation and
one additional Elan Hotel under development.

Ibis Hotel

1bis Hotel is an economy hotel brand that is recognized across the world for its quality, reliability and commitment to the
environment. It has created complex public spaces, specialty cocktails, Ibis Croissant and other specialty dining, and is known worldwide
for its comfortable, stylish and energetic brand tonality. As of December 31, 2023, we had 226 Ibis Hotels in operation and an additional
17 Ibis Hotels under development.

Zleep Hotels

Zleep Hotels, our economy hotel brand, is a well-known and successful hotel brand in Scandinavia offering service and design at a
great rate. As of December 31, 2023, we had 16 Zleep Hotels in operation and an additional 15 Zleep Hotels under development.

Midscale Hotel Brands
JI Hotel
JI Hotel is a midscale brand that we launched in 2010. JI Hotel creates a quality experience through friendly services to make more
people feel the natural decency of the Orient and enhance the quality of life on the journey for customers. Its brand purpose is to make

customers feel the natural decency of the Orient, and its brand philosophy focuses on Orient, Moderation and Culture. As of December
31, 2023, we had 2,116 JI Hotels in operation and an additional 936 JI Hotels under development.
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Orange Hotel

Orange Hotel, previously marketed under two brand names: Orange Hotel and Orange Select Hotel, is our midscale hotel brand.
With healthy lifestyle and attitude, energetic and bright hotel products and services, Orange Hotel meets the lifestyle and consumption
needs of the contemporary middle class. In terms of space design, Orange Hotel adopts the theme of California sunshine, emphasizes on
returning to the essence of “Orange,” hoping that everyone who enters the hotel can enjoy life with a healthy and energetic attitude. As of
December 31, 2023, we had 652 Orange Hotels in operation and an additional 315 Orange Hotels under development.

Starway Hotel

Starway Hotel is our select local specialty hotel brand. Comfortable sleeping system, preferred special breakfast, convenient
intelligent services and laundry and other supporting facilities are available to meet personalized travel needs. As of December 31, 2023,
we had 670 Starway Hotels in operation and an additional 228 Starway Hotels under development.

Ibis Styles Hotel

Ibis Styles Hotel is a midscale brand that offers comfortable and designer hotels. /bis Styles Hotel advocates one-hotel-one-design,
with each hotel choosing a different story theme to create creative spaces through a fun and premium design approach that is eye-
catching. The different style collections of Ibis Styles Hotel can cater to the accommodation needs of different people, covering not only
business and vacation, but also attracting the innovative Z-Generations. As of December 31, 2023, we had 105 Ibis Styles Hotels in
operation and an additional 24 Ibis Styles Hotels under development.

Upper Midscale Hotel Brands
Crystal Orange Hotel

Crystal Orange Hotel is our upper midscale hotel brand featuring boutique design hotels. Crystal Orange Hotel has launched a new
version, targeting the upper midscale segment market and empowering customers with a five-star quality experience at a four-star price.
The “New Crystal” returns to the essence and purity, using walnut, antique copper and glass elements to create a more textured and
premium space atmosphere. As of December 31, 2023, we had 183 Crystal Orange Hotels in operation and an additional 119 Crystal
Orange Hotels under development.

IntercityHotel

IntercityHotel is our upper midscale urban hotel brand targeting business travelers. The hotels of IntercityHotel are usually located
within walking distance of train stations or airports. In the future, IntercityHotel will once again break through the city edge and become
not only a local city landmark, but also a perfect starting point for customers to do business and explore the city. As of December 31,
2023, we had 63 IntercityHotels in operation (including nine in China) and an additional 64 IntercityHotels under development
(including 53 in China).

Manxin Hotel

Manxin Hotel was launched as an upper midscale brand of resorts in October 2013, and was previously branded as Manxin Hotel &
Resorts. Nowadays Manxin Hotel has become a brand with city hotels and resorts. Manxin Hotel is aimed at bringing the guests a distinct
experience by presenting amazing space design and offering attractive activities. Manxin Hotel incorporates localized features into the
design and experience, and is a must-stay upper midscale hotel for urban exploration, with both business and travel features. As of
December 31, 2023, we had 137 Manxin Hotels in operation and an additional 69 Manxin Hotels under development.

Mercure Hotel
Mercure Hotel is an upper midscale hotel brand that combines the French romantic and elegant lifestyle with a strong quality

commitment with the warm experiences of hotels that are rooted in their local community. As of December 31, 2023, we had 164
Mercure Hotels in operation and an additional 58 Mercure Hotels under development.
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Madison Hotel

We launched our new upper midscale hotel brands Madison Hotel and Grand Madison Hotel in 2019, which are committed to
offering guests a classic lodging experience. In 2020, we merged the Grand Madison Hotel brand into the Madison Hotel brand. These
hotels target business and leisure guests with high lodging standards and desire to understand more of the cities they are traveling in, and
offer comfortable accommodations, functional furnishings and facilities, and high-quality services. As of December 31, 2023, we had 90
Madison Hotels in operation, and an additional 64 Madison Hotels under development.

Novotel Hotel

Novotel is an upper midscale brand that provides a multi-service offering for both business and leisure guests, with spacious,
modular rooms, 24/7 catering offers with balanced meals, meeting rooms, attentive and proactive staff, kid areas, multi-purpose lobbies
and fitness centers. These hotels are typically located in the heart of major international cities, business districts and tourist destinations.
As of December 31, 2023, we had 23 Novotel Hotels in operation and an additional 17 Novotel Hotels under development.

CitiGO Hotel

CitiGO Hotel is a lifestyle brand that mainly targets young people. Crafted by internationally prestigious designers, CitiGO blends
travel, sports and urban culture together to provide guests with unique lodging experience. With the concept of entry lux, fashion, social
life and fun, CitiGO offers trendy hospitality with affordable price. The hotel restaurant provides extra-long breakfast from 7:00 am to
12:00 pm, fresh coffee, craft beer and free late-night snack. As of December 31, 2023, we had 35 CitiGO Hotels in operation, and an
additional four CitiGO Hotels under development.

MAXX

MAXX, our upper midscale hotel brand, is a new, charismatic concept and focuses on creating a warm, feel-good atmosphere in all
destinations. MAXX inherits the European model and integrates insights into the local market, focusing on the core needs of sleep,
bathroom and breakfast, with quality facilities, subtle style, superb hospitality and social circle as the emphasis, providing customers
with a new, luxurious accommodation experience. As of December 31, 2023, we had nine MAXX hotels in operation (including four in
China) and two MAXX hotels under development in China.

Upscale Hotel Brands
Joya Hotel

In December 2013, we launched our upscale brand Joya Hotel. These hotels are typically located in areas close to major business
and commercial districts in first- and second-tier cities. With the new Chinese-style design and diversified service features, Joya Hotel
creates a hotel space more in line with the Chinese culture and lifestyle. As of December 31, 2023, we had seven Joya Hotels in
operation.

Blossom House

Blossom House, launched in Lijiang, China in 2009, previously branded Blossom Hill Hotels & Resorts, is our upscale lifestyle and
resort brand targeting affluent travelers. With the unique brand connotation of Chinese culture and regional culture and creativity,
Blossom House hotels have created three resort types: urban resort lifestyle hotel, themed country club and mega-resort. As of December
31, 2023, we have 63 Blossom House hotels in operation and an additional 56 Blossom House hotels under development.

Steigenberger Hotels & Resorts

Steigenberger Hotels & Resorts is our upscale brand originated in Germany. With high-quality facilities and services and unique
entertainment resources, Steigenberger Hotels & Resorts provides guests with a super high-end experience of high-quality conference
services, high-quality leisure and quality meals to meet the diverse needs of guests’ various activities. As of December 31, 2023, we had
54 Steigenberger Hotels & Resorts in operation (including eleven in China) and an additional ten Steigenberger Hotels & Resorts under
development (including three in China).
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Jaz in the City

Jaz in the City is our upscale lifestyle brand. Jaz in the City branded hotels reflect metropolitan lifestyle and draw upon the local
music and cultural scene. As of December 31, 2023, we have three Jaz in the City hotels in operation and one Jaz in the City hotel under
development.

Grand Mercure Hotel

Grand Mercure Hotel offers guests an imaginative, discovery-filled hotel experience, a fresh and engaging stay that attracts visitors
from around the world. Deeply rooted in its destinations, Grand Mercure Hotel offers an elegant and immersive cultural experience
through warm, attentive staff who tell vivid stories and take guests on a journey through the traditions of fine dining and high-end
hospitality. As of December 31, 2023, we had ten Grand Mercure Hotels in operation and an additional two Grand Mercure Hotels under
development.

Luxury Hotel Brand
Steigenberger Icon

Steigenberger Icon is our first brand under luxury level, a prestigious level we granted only to our most legendary Steigenberger
hotels. For its signature premium service and spiritual and cultural appeals, Steigenberger Icon has become the top choice for royalty,
celebrities, dignitaries, talents and superstars to stay. As of December 31, 2023, we had nine Steigenberger Icon Hotels in operation
(including three in China) and two Steigenberger Icon Hotel under development (including one in China).

Song Hotels

Song Hotels is our luxury hotel brand designed for high-end vacation experience. The development of this brand is inspired by
culture and the delicate aesthetics from Song dynasty. Song hotels convey a leisure and elegant lifestyle to its guests through the use of
the exquisite decoration and meticulous service. As of December 31, 2023, we had seven Song Hotels in operation.

Our Hotel Network

We operate hotels under lease and ownership, manachise and franchise models. Under the lease and ownership model, we directly
operate hotels located primarily on leased properties, as well as on owned properties. Under the manachise model, we manage
manachised hotels through the on-site hotel managers we appoint and collect fees from franchisees. Under the franchise model, we
collect fees from franchisees but do not appoint on-site hotel managers. We have adopted a disciplined return-driven development model
aimed at achieving high growth and profitability and applied consistent operational and quality standards across all of our hotels.

Our hotel network has grown rapidly. The following table sets forth the number of hotels we operated as of the dates indicated.

As of December 31,

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Leased and owned hotels 565 611 616 624 671 699 688 753 738 704 691
Manachised hotels 835 1,376 2,067 2,471 2,874 3,309 4,519 5746 6,824 7,617 8,526
Franchised hotels 25 8 80 174 201 222 411 290 268 222 177
Total 1,425 1,995 2,763 3,269 3,746 4,230 5,618 6,789 7,830 8,543 9,394

As of December 31, 2023, our hotel network covered 9,394 hotels spanning 996 cities in 31 provinces and municipalities across the
greater China region and 18 other countries, and we also had a pipeline of hotels in these countries and regions. As of December 31,
2023, we had an additional 3,098 leased and owned as well as manachised and franchised hotels under development.
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The following table sets forth a summary of all of our hotels by geographic region as of December 31, 2023.

Leased and Manachised
Leased and Owned Hotels and Franchised
Owned Manachised Franchised Under Hotels Under
Hotels®) Hotels® Hotels® Development®  Development®)
Greater China:
Shanghai, Beijing, Guangzhou, Shenzhen and Hangzhou 237 1,713 58 4 328
Others (including Taiwan)® 369 6,787 97 5 2,723
Subtotal 606 8,500 155 9 3,051
Outside Greater China:
Europe 84 9 11 21 10
Other countries®) 1 17 11 0 7
Subtotal 85 26 22 21 17
Total 691 8,526 177 30 3,068
Notes:

(1) Include 84 leased hotels operated by Deutsche Hospitality and 607 leased and owned hotels operated by the rest of our Group.
(2) Include 47 manachised and franchised hotels operated by Deutsche Hospitality and 8,656 manachised and franchised hotels operated

by the rest of our Group.

(3) Include hotels for which we have entered into binding leases, purchase agreements of land use right or property, or franchise
agreements but that have not yet commenced operations. The inactive projects are excluded from this list according to management

judgment.

(4) For our hotels in operation, include 991 cities across 29 provinces and municipalities; for our hotels under development, include 889

cities across 30 provinces and municipalities (including Taiwan).

(5) For our hotels in operation, include Tunisia, Egypt, the UAE, Oman, Saudi Arabia, Singapore, Qatar and Mongolia; for our hotels

under development, include Egypt, Oman, the UAE, India, Cambodia and Uzbekistan.

The following table sets forth the status of our hotels under development as of December 31, 2023.

Leased and owned hotels
Manachised and franchised hotels
Total

Notes:

Pre-conversion Conversion

Period® Period® Total
25 5 30
1,884 1,184 3,068
1,909 1,189 3,098

(1) Includes hotels for which we have entered into binding leases or franchise agreements but of which the property has not been
delivered by the respective lessors or property owners, as the case may be. The inactive projects are excluded from this list

according to management judgment.

(2) Includes hotels for which we have commenced conversion activities but that have not yet commenced operations. The inactive

projects are excluded from this list according to management judgment.
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Among the 30 leased and owned hotels under development as of December 31, 2023, we had 25 leased and owned hotels during pre-
conversion period, for which we have entered into binding leases but of which the property has not been delivered by the respective
lessors, and had 5 leased and owned hotels during the conversion period, for which we have commenced conversion activities but that
have not yet commenced operations. The anticipated completion dates for these leased and owned hotels during the conversion period
range from January 2024 to August 2024. Total budgeted development costs for these leased and owned hotels during the conversion
period, which primarily include construction costs for leasehold improvement and the furniture and equipment for hotel operation, were
RMB147 million (US$21 million), of which RMB44 million (US$6 million) was incurred as of December 31, 2023. The average
development costs per square meter for completed leased and owned hotels in 2023 were approximately RMB2,600 (US$366). The
franchisees are responsible for development costs for our manachised hotels and franchised hotels.

The reasons for hotel closures typically include property-related matters (such as rezoning and expiry of leases), hotel operation
quality or results not meeting our requirements, and other commercial reasons.

Leased and owned hotels

As of December 31, 2023, we had 683 leased hotels and eight owned hotels, accounting for approximately 7.4% of our hotels in
operation. We manage and operate each aspect of these hotels and bear all of the accompanying expenses. We are responsible for
recruiting, training and supervising the hotel managers and employees, paying for leases and costs associated with construction and
renovation of these hotels, and purchasing all supplies and other required equipment.

Our leased hotels are located on leased properties. The terms of our leases typically range from ten to 25 years. We generally enjoy
an initial two- to eight-month rent-free period. For certain of our hotels (under Deutsche Hospitality), the landlords are responsible for
renovating the hotels (other than soft furnishing) and we are not required to pay rent until this renovation is completed. We generally pay
fixed rent on a monthly, quarterly or biannual basis for the first three to five years of the lease term, after which we are generally subject
to a 2% to 6% increase on rent every three to five years or, for Deutsche Hospitality’s hotels, generally annual adjustments based on
consumer price index levels. Our leases usually allow extensions by mutual agreement. In addition, our lessors are typically required to
notify us in advance if they intend to sell or dispose of their properties, in which case we have a right of first refusal to purchase the
properties on equivalent terms and conditions. 60 of our leases expired in 2023, among which 40 had been renewed, 8 had been
converted to manachised and franchised hotels and 12 had been terminated as of December 31, 2023.

The following table sets forth the number of our leases for hotels in operation and under development that were expected to expire in
the periods indicated as of December 31, 2023.

Number of
Leases
2024 90(1)
2025 51
2026 63
2027 58
2028 64
2029-2031 131
2032-2034 109
2035 and onward 147
Total 713

Note:

(1) Including leases of 21 legacy DH hotels we plan to dispose of. For more information, see “Notes to Consolidated Financial
Statements — Note 9 Assets and liabilities held for sale.”
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Manachised and Franchised Hotels

As of December 31, 2023, we had 8,526 manachised hotels and 177 franchised hotels, accounting for approximately 91% and 2%,
respectively, of our hotels in operation. Our franchisees lease or own their hotel properties and are responsible for the costs of developing
and operating the manachised or franchised hotels, including constructing and renovating the hotels according to our standards, and all of
the hotel operating expenses. We impose the same standards on all of our manachised and franchised hotels to ensure product quality and
consistency across our hotel network. Our franchisees are not allowed to sub-franchise hotels under our brands to any third party. We
collect fees from the franchisees of our manachised and franchised hotels and do not bear loss incurred by our franchisees. We believe
that the manachise and franchise models have enabled us to quickly and effectively expand our geographical coverage and market share
in a less capital-intensive manner through leveraging the local knowledge and relationships of our franchisees.

Manachised hotels

We manage our manachised hotels and impose the same standards on all manachised hotels as our other hotels to ensure product
quality and consistency across our hotel network. For our manachised hotels under legacy Huazhu, our manachise agreements typically
have the following terms:

Scope of service: We authorize a manachised hotel to use our relevant brand name, logo and relevant trademarks. The franchisee
is responsible for the hotel’s construction, renovation and maintenance. We provide guidance to the franchisee on the
construction or renovation of the hotel and require the hotel to meet our standards before approving it to commence operations.
We appoint and train hotel managers who are responsible for hiring hotel staff and managing daily operations of our manachised
hotels. We also provide our franchisees with services such as central reservation, sales and marketing support, technology
support, quality assurance inspections and other operational support and information.

Fees charged to franchisees: we generally charge our franchisees an upfront franchise fee typically ranging between
RMB80,000 and RMB1,000,000 per hotel, as well as a monthly franchise fee of approximately 3% to 6.5% of the gross
revenues generated by each manachised hotel. In addition, we collect from franchisees a reservation fee for using our central
reservation system and a membership registration fee for customers who join our H Rewards (previously known as HUAZHU
Rewards) loyalty program at the manachised hotels. We also charge system maintenance and support fees and other IT service
fees from our franchisees for sharing our technology infrastructure with our manachised hotels. Furthermore, we employ and
appoint hotel managers for the manachised hotels and charge franchisees for a manager fee on a monthly basis.

Term of service: our franchise and management agreements for our manachised hotels typically run for an