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It is alleged that OFO conducts mass layoffs and misappropriates
users’ deposits, and its independent development prospect is

unpredictable
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Photo Original title: It is alleged that OFO conducts mass layoff and misappropriates users’ deposits, and its
independent development prospect is unpredictable © If ofo can maintain its financial sustainability and control
costs, it may not be necessarily affiliated to a giant company, even it is possible to seek independent development.
O Bike-sharing companies face challenges in the capital chain. As a listed company, Alibaba will not endlessly
invest in a company that does not have a profitable model. © The situation of ofo is relatively complicated. Its
investors include both Tencent Group and Alibaba Group. Although the founding team strongly insists on
independent development, the possibility of being acquired ultimately under pressure from the market is very
high.
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Reporter from Legal Weekly Ping Yingying Following news of mass layoffs, ofo is deeply trapped in the news
of misappropriation of deposits. It may be called one thing after another. Prior to this, some media reports said that


http://www.legalweekly.cn/

a person who understands the financial status of ofo provided the financial data of ofo as of mid-May, showing
that: ofo owes about 1.2 billion yuan to suppliers; the city’s operation and maintenance arrears amounts to nearly
300 million yuan, with the total arrears of 1.5 billion yuan; the balance of deposits amounts to nearly 3.5 billion
yuan; the available book cash is less than 500 million yuan; after a rough calculation, users’ deposits
misappropriated by ofo may have exceeded 10 billion yuan. For this reason, ofo formally responded on June 11
that the news was false and it had collected related materials to report to the regulatory authorities. For a time,
what’s the financial situation of ofo, and where is it going to develop? The truth is out of focus..

¥efe: BAMPRARE

Rumor: Conduct mass layoff and misappropriate deposits
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Response: It denies the rumor and claims it has realized profits
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On the afternoon of June 11th, ofo issued a public statement saying that the financial data information related to
ofo disclosed in the article “Ofo’s deposits only remain 3.5 billion yuan. Is it because ofo misappropriates deposits
exceeding 10 billion yuan?” published by the media on June 11, 2018 is false. In addition, the relevant data in the
article are not consistent with the basic business logic of the bike-sharing industry.
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Besides, ofo also said that it has made 100 cities profitable, while ofo is trying a more diversified business model.
Currently, ofo serves more than 250 million users in more than 20 countries around the world. The future goal is
to serve 2 billion users worldwide.
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But ofo’s statement does not reassure the market. On social media, people are still constantly questioning the
operating status of ofo. This is in fact related to a series of negative rumors in recent days.
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On June 4th, www.huxiu.com reported that ofo is conducting layoffs, and the overall layoff ratio in the
headquarters has reached 50%, and there is the possibility of further expansion... In addition, Overseas Marketing
& Sales Director Zhang Yanqi left the company, so the entire overseas department was dissolved, and the resigned
executives also include Nan Nan, the Senior Vice President responsible for the marketing and public relations, and
Yang Xun, head of the marketing and public relations department.
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For this purpose, Yu Xin, the co-founder of ofo, shared a moment in his WeChat, saying that these are nonsense,



and denied Zhang Yangi and Yang Hao left. Yang Xun also shared a moment in his WeChat, saying that the report
misspelled his name and he did not leave the company. However, it can be confirmed that Nan Nan, Senior Vice
President of Marketing, has left ofo last week, and he did not deny this fact.

— A HERAT LB IR MO & URETR AR 1G4, ofo ARIBASSIER O, (HICEEAS AN A LU BRI .

An Internet industry veteran told the reporter of Legal Weekly that ofo is conducting layoffs actually, but the ratio
and scale of layoffs are unclear.

o O ke A e
New policy: Shrink the scope of deposit-free cities
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Response: Explore diversified deposit waiver modes
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At the end of May, ofo canceled the credit-based deposit waiver policy in 20 major cities, and only retained five
cities including Shanghai, Hangzhou, Guangzhou, Shenzhen, and Xiamen. This change, which is against the
industry trend, has triggered some users’ complains.

ofo XF LI RIFR, — BEAESKFHBEARMBAA TR, @A CWERERKR.

For this, ofo responded that it has been trying to use technical and scientific methods to establish its own smart
credit system.
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“We are exploring a variety of deposit waiver modes. Previously, the cooperation with Zhima Credit was just one
type of deposit waiver modes. This time we tried a new deposit waiver mode. In the future, once the user has an
uncivilized riding behavior, the system will deduct the corresponding fee from user’s account. On the contrary, if
the user has a civilized riding behavior, we will not deduct the fee and will accumulate credit score for the user,”
said ofo.
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For some users’ complains about the situation of “deposit waiver by virtue of charging 95 yuan”, ofo said that 95
yuan is the account balance, and the user can choose to purchase 95 yuan “welfare package” to enjoy the
nationwide deposit waiver service; or directly pay 199 yuan deposit.
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Some people believe that ofo’s large-scale cancellation of credit-base deposit waiver and increase of top-up efforts
aim at increasing income, which reflects the tension of its capital chain from an indirect perspective; however,
there are also views that ofo has reduced the scope of cooperation with Zhima Credit and gradually bonded the
deposit waiver with its own deposit waiver policy, which reflects ofo’s determination of independent



development.
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For the time being, there is almost no positive response to the cancellation of the deposit waiver policy from ofo,
and the feedbacks from users are complains predominantly. Not only that, this move of ofo also helped the
competitor.
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Shortly after ofo canceled the deposit waiver policy in most cities, Mobike officially announced on June 11th that
all new and existing users in 100 cities nationwide would be free to ride its bikes, and there is no restrictions, i.e.,
without any limitation by Zhima credit score. In March of this year, Hellobike took the lead in announcing
nationwide implementation of deposit waiver policy and became the first domestic company to fully support
credit-based deposit waiver.
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In the interview, the reporter of Legal Weekly found that negative news has plagued ofo, coupled with the
shrinkage of scope of the deposit-free cities, which has caused many users to start worrying about the security of
the deposit, and some to directly choose to withdraw the deposit.
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“Anyway, when I saw the negative news 0of ofo, | immediately withdrew the deposit. I also sent the news to my
family and let them withdrew deposits quickly.” Wang Qi, a user in Beijing told the reporter, because previously,
some users of bike-sharing companies, such as Bluegogo, were difficult to withdraw their deposits, “I really worry

about its sudden bankrupt, so simply I withdraw my deposit. | will only use a shared bicycle that does not require
a deposit.”
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The reporter from Legal Weekly saw on the Weibo that some users complain it’s difficult to withdraw their
deposits on the ofo App. However, on June 10th, the reporter personally experienced a deposit refund on the ofo
App. The whole process was very smooth, and there was no disappearing deposit refund page.
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The reporter from Legal Weekly contacted the principal of the Public Relations Department of ofo and asked
questions such as the number of users who had recently withdrawn the deposit. However, as of press time, the
principal did not make a response.
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Forecast: The only way to further develop ofo is to maintain its financial sustainability
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Under the boost of capital, in the past two years, a fierce market competition scene was staged for the shared bikes.
Bike-sharing companies such as Xiaoming and Coolqi Bike were out of the game. Nowadays, the relatively
large-scale enterprises in the industry only include Mobike, ofo and Hellobike. Among them, Mobike has been
acquired by Meituan of Tencent Group, and Hellobike was backed by Ant Financial of Alibaba Group, both of
which have the support of financially strong giant companies. Even if the shared bikes have not yet found a clear
profit model, the financial problems of Mobike and Hellobike are no longer the concerned object by the industry.
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But ofo, caught between Didi and Alibaba, is quite embarrassed.
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Ofo announced financing news on March 13th. At that time, it announced that it has completed E2-1 round
financing of 866 million U.S. dollars, of which Alibaba Group took the lead in make investment, and Haofeng
Group, Tianhe Capital, Ant Financial and Junli Capital followed the investment; later, on March 15th, Yu Xin said
in an interview that ofo will soon have a new financing, “Ofo may not wait too long.”
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However, there is no official news on this planned financing. But compared to the waiting period of nearly 8
months before the previous round of financing, this waiting time for ofo is not long. But these three months are
enough to propagate rumors and re-rank companies.
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According to public information, Didi has participated in the investment in ofo for many times and became the
largest shareholder, but then broke with ofo due to fighting for ofo’s control right. Since then, Didi has started its
new bike-sharing brand, Qingju, and has included Bluegogo into the travel industry chain.
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Later in order to solve the financial difficulties, in February of this year, Da Wei, ofo’s founder, through the chattel
mortgage, has twice used its assets of shared bikes as a pledge, in exchange for a total of 1.77 billion yuan of
Alibaba’s financing. The industry once thought that Alibaba’s acquisition of ofo is hardly unexpected, but it does
not seem like that at present. On June 1st, Shanghai Yunxin, a subsidiary of Ant Financial, added 2.06 billion yuan
to Hellobike; Zeng Ming, chairman of the Alibaba Academic Committee and director of education at Hupan



University, revealed that at the end of May, Hellobike turned the tide and defeated Mobike and ofo in a year and a
half, and the total daily orders of Hellobike exceeds the sum of the two. For a while, the news that Hellobike
defeated Mobike and ofo was widely reported.
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Although the outside world has various speculations about the future of ofo, ofo does not care this. It has been
showing the determination of independent development to the outside world, and began to develop business such
as body advertising for “self-help”.
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Zhang Yi, CEO of iiMedia Research, told the report of Legal Weekly that joining Alibaba and Didi is not the final
destination of ofo. If ofo can maintain its financial sustainability and control costs, it may not be necessarily
affiliated to a giant company, even it is possible to seek independent development.
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Zhang Yi believes that, it can’t be considered that bike-sharing companies will be protected after joining the giant
companies, and their development roads are still unknown.
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“Bike-sharing companies face challenges in the capital chain. As a listed company, Alibaba will not endlessly
invest in a company that does not have a profitable model. As a startup company, Meituan is constantly investing
its capital to expand its business. But how much it can invest in Mobike is also a problem,” said Zhang Yi.
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However, there are also views that the acquisition is not a good destination for ofo. Chen Liteng, life service
e-commerce of the E-commerce Research Center and assistant analyst of the sharing economics, believes that the
situation of ofo is relatively complicated, and its investors include both Tencent Group (such as Didi) and Alibaba

Group (such as Ant Financial). Although the founding team strongly insists on independent development, the
possibility of being acquired ultimately under pressure from the market is very high.
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