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OFFERING MEMORANDUM CONFIDENTIAL
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US$2,000,000,000 11.5% Senior Notes due 2022
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Unconditionally and Irrevocably Guaranteed by
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(incorporated in Hong Kong with limited liability)

with the benefit of a keepwell and equity interest purchase undertaking provided by
Hengda Real Estate Group Co., Ltd
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(incorporated in the People’s Republic of China with limited liability)

Issue Price 2022 Notes: 100%
Issue Price 2023 Notes: 100%

Scenery Journey Limited (tFE7FR/A Hl) (the “Issuer”), is offering 11.5% Senior Notes due 2022 in the aggregate principal amount of US$2,000,000,000 (the “2022 Notes™)
and 12.0% Senior Notes due 2023 in the aggregate principal amount of US$2,000,000,000 (the “2023 Notes™) (together with the 2022 Notes, the “Notes™). The 2022 Notes will bear
interest at the rate of 11.5% per annum and will mature on October 24, 2022. The 2023 Notes will bear interest at the rate of 12.0% per annum and will mature on October 24, 2023.
Interest will be payable semi-annually in arrears on January 24 and July 24 of each year, beginning July 24, 2020 except that for the 2022 Notes, the last interest period will be from and
including July 24, 2022 to but excluding October 24, 2022, and for the 2023 Notes, the last interest period will be from and including July 24, 2023 to but excluding October 24, 2023.

The Notes are senior obligations of the Issuer guaranteed by Tianji Holding Limited (“Tianji” or the “Parent Guarantor”) and certain of its existing subsidiaries (the
“Subsidiary Guarantors™), other than (1) those organized under the laws of the PRC, and (2) certain other subsidiaries specified in the sections entitled “Description of 2022 Notes™ and
“Description of 2023 Notes.” We refer to the guarantee by the Parent Guarantor as the Parent Guarantee. We refer to the guarantees by the Subsidiary Guarantors as Subsidiary
Guarantees. Under certain circumstances and subject to certain conditions, a subsidiary of Tianji may instead provide a limited-recourse guarantee, or JV Subsidiary Guarantee. We refer
to the subsidiaries providing a JV Subsidiary Guarantee as JV Subsidiary Guarantors.

Hengda Real Estate Group Co., Ltd (CHE R 7 4 [ A7 B D) (the “Company”) will enter into a keepwell and equity interest purchase agreement (the “Keepwell and EIPU™)
with the Issuer, Tianji and Citicorp International Limited as trustee of the Notes (the “Trustee”) as more fully described in “Description of the Keepwell and ETPU”. The Keepwell and
EIPU does not constitute a guarantee by the Company of the Notes.

The Notes are subject to optional redemption as described in this offering memorandum. Upon the occurrence of a Change of Control Triggering Event (as defined in each
indenture governing each series of the Notes (each, an “Indenture”)), we must make an offer to repurchase all such Notes outstanding at a purchase price equal to 101% of their principal
amount, plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes will be (1) at least pari passu in right of payment with all other unsecured, unsubordinated Indebtedness of the Issuer (subject to any priority rights of such
unsecured, unsubordinated Indebtedness pursuant to applicable law), (2) senior in right of payment to any existing and future obligations of the Issuer expressly subordinated in right of
payment to the Notes, (3) guaranteed by the Parent Guarantor, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) on a senior basis, subject to certain limitations, (4)
effectively subordinated to the other secured obligations of the Issuer, the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors if any, to the extent of the value of the
assets serving as security therefor, and (5) effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries. In addition, applicable law may limit the
enforceability of the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any). See the section entitled “Risk Factors — Risks Relating to the Parent Guarantee, Subsidiary
Guarantees, and the JV Subsidiary Guarantees.”

Several investors may purchase a majority of the Notes being offered under this offering memorandum.
For a more detailed description of the Notes, see the sections entitled “Description of 2022 Notes™ and “Description of 2023 Notes” beginning on page 186.
Investing in the Notes involves risks. See the section entitled “Risk Factors”.

We expect the Notes to be assigned a rating of B by Standard and Poor’s Ratings Services, or S&P and B2 by Moody’s Investors Service, or Moody’s. We have also been
assigned a long-term corporate credit rating of B+ with a stable outlook by S&P, a corporate family rating of B1 with a stable outlook by Moody’s and a long-term foreign currency issuer
default rating of B+ with a stable outlook by Fitch. We cannot assure investors that these ratings will not be adversely revised or withdrawn in the future.

Application will be made to the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for the listing and quotation of the Notes on the SGX-ST. The SGX-ST
assumes no responsibility for the correctness of any of the statements made, opinions expressed or reports contained herein. Approval in-principle from, admission to the Official List of,
and the listing and quotation of the Notes on, the SGX-ST are not to be taken as an indication of the merits of the offering, the Issuer, the Company, the Parent Guarantor, the Subsidiary
Guarantors, the JV Subsidiary Guarantors (if any) or any of their respective associated companies (if any), the Notes, the Parent Guarantee, the Subsidiary Guarantees or the JV Subsidiary
Guarantees (if any). This offering memorandum has not been and will not be registered as a prospectus with the Monetary Authority of Singapore (the “MAS”) under the Securities and
Futures Act, Chapter 289 of Singapore (the “SFA™). Please see the selling restrictions set out under the section “Plan of Distribution™ of this offering memorandum.

The Notes, the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been and will not be registered under the United States
Securities Act of 1933, as amended, or the Securities Act, and may not be offered or sold within the United States except pursuant to an exemption from, or in a transaction not subject to,
the registration requirements of the Securities Act. Accordingly, the Notes are being offered and sold only to non-U.S. persons outside the United States in compliance with Regulation S
under the Securities Act. For a description of certain restrictions on resale or transfer, see the section entitled “Transfer Restrictions” of this offering memorandum.

With reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises (|5 %¢ % 2 il 4 22 B i it 4 2 984741
A i 28 8 RO A B O A R (BE OO E[201512044%8)) (the “NDRC Notice”) promulgated by National Development and Reform Commission (the “NDRC”) of the PRC on
September 14, 2015 which came into effect on the same day, we have registered the issuance of the Notes with the NDRC and obtained a certificate from the NDRC dated January 28,
2019 evidencing such registration. Pursuant to the registration certificate, we will cause relevant information relating to the issue of the Notes to be reported to the NDRC within 10 PRC
working days after the issue date of the Notes.

It is expected that the delivery of the Notes will be made on or about January 24, 2020 through the book-entry facilities of Euroclear Bank SA/NV (“Euroclear”) and
Clearstream Banking S.A. (“Clearstream’) against payment therefor in immediately available funds.

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners
Credit Suisse UBS BofA Securities TF International

The date of this offering memorandum is January 21, 2020
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This offering memorandum does not constitute an offer to sell to, or a solicitation of an offer
to buy from, any person in any jurisdiction to whom it is unlawful to make the offer or solicitation
in such jurisdiction. Neither the delivery of this offering memorandum nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in
our affairs since the date of this offering memorandum or that the information contained in this
offering memorandum is correct as of any time after that date.

IN CONNECTION WITH THIS OFFERING, ANY INITIAL PURCHASER, AS
STABILIZING MANAGER, OR ANY PERSON ACTING FOR IT, MAY PURCHASE AND SELL
THE NOTES IN THE OPEN MARKET. THESE TRANSACTIONS MAY, TO THE EXTENT
PERMITTED BY APPLICABLE LAWS AND REGULATIONS, INCLUDE SHORT SALES,
STABILIZING TRANSACTIONS AND PURCHASES TO COVER POSITIONS CREATED BY
SHORT SALES. THESE ACTIVITIES MAY STABILIZE, MAINTAIN OR OTHERWISE
AFFECT THE MARKET PRICE OF THE NOTES. AS A RESULT, THE PRICE OF THE
NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE MIGHT EXIST IN THE
OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE
DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END
AFTER A LIMITED TIME.

We, having made all reasonable inquiries, confirm that: (i) this offering memorandum contains all
information with respect to us, our subsidiaries and affiliates referred to in this offering memorandum
and the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) that is material in
the context of the issue and offering of the Notes; (ii) the statements contained in this offering
memorandum relating to us and our subsidiaries and our affiliates are in every material respect true and
accurate and not misleading; (iii) the opinions and intentions expressed in this offering memorandum
with regard to us and our subsidiaries and affiliates are honestly held, have been reached after
considering all relevant circumstances and are based on reasonable assumptions; (iv) there are no other
facts in relation to us, our subsidiaries and affiliates, the Notes, the Subsidiary Guarantees and the JV
Subsidiary Guarantees (if any), the omission of which would, in the context of the issue and offering of



the Notes, make this offering memorandum, as a whole, misleading in any material respect; and (v) we
have made all reasonable enquiries to ascertain such facts and to verify the accuracy of all such
information and statements. We accept responsibility accordingly.

This offering memorandum is highly confidential. We are providing it solely for the purpose of
enabling you to consider a purchase of the Notes. You should read this offering memorandum before
making a decision whether to purchase the Notes. You must not use this offering memorandum for any
other purpose, or disclose any information in this offering memorandum to any other person.

We have prepared this offering memorandum, and we are solely responsible for its contents. You
are responsible for making your own examination of us and your own assessment of the merits and risks
of investing in the Notes. By purchasing the Notes, you will be deemed to have acknowledged that you
have made certain acknowledgements, representations and agreements as set forth under the section
entitled “Transfer Restrictions” below.

No representation or warranty, express or implied, is made by the Initial Purchasers, the Trustee or
any of their respective affiliates or advisors as to the accuracy or completeness of the information set
forth herein, and nothing contained in this offering memorandum is, or should be relied upon as, a
promise or representation, whether as to the past or the future.

Each person receiving this offering memorandum acknowledges that: (i) such person has been
afforded an opportunity to request from us and to review, and has received, all additional information
considered by it to be necessary to verify the accuracy of, or to supplement, the information contained
herein; (ii) such person has not relied on the Initial Purchasers or the Trustee or any person affiliated
with the Initial Purchasers or the Trustee in connection with any investigation of the accuracy of such
information or its investment decision; and (iii) no person has been authorized to give any information
or to make any representation concerning us, our subsidiaries and affiliates, the Notes, the Subsidiary
Guarantees or the JV Subsidiary Guarantees (if any) other than as contained herein and information
given by our duly authorized officers and employees in connection with investors’ examination of us
and the terms of the offering of the Notes and, if given or made, any such other information or
representation should not be relied upon as having been authorized by us, the Initial Purchasers or the
Trustee.

PRIIPs Regulation/Prospectus Directive/Prohibition of Sales to EEA Retail Investors — The
securities are not intended to be offered, sold or otherwise made available to and should not be offered,
sold or otherwise made available to any retail investor in the European Economic Area (“EEA”). For
these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in
point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II"); or (ii) a customer within
the meaning of Directive (EU) 2016/97 (as amended, the “Insurance Mediation Directive”), where that
customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II.
Consequently no key information document required by Regulation (EU) No 1286/2014 (as amended,
the “PRIIPs Regulation”) for offering or selling the securities or otherwise making them available to
retail investors in the EEA has been prepared and therefore offering or selling the securities or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

MiFID II Product Governance — Any distributor subject to MiFID II (as defined above) that is
offering, selling or recommending the securities is responsible for undertaking its own target market
assessment in respect of the securities and determining its own distribution channels for the purposes of
the MiFID product governance rules under Commission Delegated Directive (EU) 2017/593 (“Delegated
Directive”). Neither we nor any Joint Lead Manager make any representations or warranties as to a
distributor’s compliance with the Delegated Directive.

The communication of the attached document and any other document or materials relating to the

issue of the securities described therein is not being made, and such documents and/or materials have
not been approved, by an authorized person for the purposes of section 21 of the United Kingdom’s
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Financial Services and Markets Act 2000, as amended (“FSMA”). Accordingly, such documents and/or
materials are not being distributed to, and must not be passed on to, the general public in the United
Kingdom. The communication of such documents and/or materials as a financial promotion is only
being made to those persons in the United Kingdom falling within the definition of investment
professionals (as defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005, as amended (the “Financial Promotion Order”)), or within Article 49(2)(a) to
(d) of the Financial Promotion Order, or to any other persons to whom it may otherwise lawfully be
made under the Financial Promotion Order (all such persons together being referred to as “relevant
persons”). In the United Kingdom, the securities described in the attached document are only available
to, and any investment or investment activity to which the attached document relates will be engaged in
only with, relevant persons. Any person in the United Kingdom that is not a relevant person should not
act or rely on the attached document or any of its contents.

Notification under Section 309B(1)(c) of the SFA — the Issuer has determined, and hereby
notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes are prescribed
capital markets products (as defined in the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore) and Excluded Investment Products (as defined in MAS Notice SFA 04-
NI12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on
Recommendations on Investment Products).

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not
been approved or disapproved by the United States Securities and Exchange Commission, any
state securities commission in the United States or any other United States regulatory authority,
nor have any of the foregoing authorities passed upon or endorsed the merits of the offering or the
accuracy or adequacy of this offering memorandum. Any representation to the contrary is a
criminal offense in the United States.

We are not, and the Initial Purchasers are not, making an offer to sell the Notes, including the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), in any jurisdiction except where an
offer or sale is permitted. The distribution of this offering memorandum and the offering of the Notes,
including the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), may in certain
jurisdictions be restricted by law. Persons into whose possession this offering memorandum comes are
required by us and the Initial Purchasers to inform themselves about and to observe any such
restrictions. For a description of the restrictions on offers, sales and resales of the Notes, including the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), and distribution of this offering
memorandum, see the sections entitled “Transfer Restrictions” and “Plan of Distribution” below.

This offering memorandum summarizes certain material documents and other information, and we
refer you to them for a more complete understanding of what we discuss in this offering memorandum.
In making an investment decision, you must rely on your own examination of us and the terms of the
offering, including the merits and risks involved. We are not making any representation to you regarding
the legality of an investment in the Notes by you under any legal, investment or similar laws or
regulations. You should not consider any information in this offering memorandum to be legal, business
or tax advice. You should consult your own professional advisors for legal, business, tax and other
advice regarding an investment in the Notes.

We reserve the right to withdraw the offering of the Notes at any time, and the Initial Purchasers
reserve the right to reject any commitment to subscribe for the Notes in whole or in part and to allot to
any prospective purchaser less than the full amount of the Notes sought by such purchaser. The Initial
Purchasers and certain related entities may acquire for their own account a portion of the Notes.

iii



CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

We have prepared this offering memorandum using a number of conventions, which you should
consider when reading the information contained herein. When we use the terms ‘“we,” “us,” ‘“our,”
the “Company,” the “Group” and words of similar import, we are referring to Hengda Real Estate
Group Co., Ltd itself, or to Hengda Real Estate Group Co., Ltd. and its consolidated subsidiaries, as the

context requires.

Market data, industry forecast and PRC and property industry statistics in this offering
memorandum have been obtained from both public and private sources, including market research,
publicly available information and industry publications. Although we believe this information to be
reliable, it has not been independently verified by us or the Initial Purchasers or their respective
directors and advisors, and neither we, the Initial Purchasers nor our or their respective directors and
advisors make any representation as to the accuracy or completeness of that information. In addition,
third-party information providers may have obtained information from market participants and such
information may not have been independently verified. Due to possibly inconsistent collection methods
and other problems, such statistics herein may be inaccurate. You should not unduly rely on such market
data, industry forecast and PRC and property industry statistics.

In this offering memorandum, all references to “US$” and “U.S. dollars” are to United States
dollars, the official currency of the United States of America, or the United States or U.S.; all references
to “HK$” and “H.K. dollars” are to Hong Kong dollars, the official currency of the Hong Kong
Special Administrative Region of the PRC, or Hong Kong; and all references to “RMB” or
“Renminbi” are to Renminbi, the official currency of the People’s Republic of China, or China or the
PRC.

We record and publish our financial statements in Renminbi. Unless otherwise stated in this
offering memorandum, all translations from Renminbi amounts to U.S. dollars were made at the rate of
RMB6.8650 to US$1.00, the noon buying rate in New York City for cable transfers payable in
Renminbi as set forth in the H.10 statistical release of the Federal Reserve Bank of New York on June
28, 2019, and all translations from H.K. dollars into U.S. dollars were made at the rate of HK$7.8103 to
US$1.00, the noon buying rate in New York City for cable transfers payable in H.K. dollars as set forth
in the H.10 statistical release of the Federal Reserve Bank of New York on June 28, 2019. All such
translations in this offering memorandum are provided solely for your convenience and no representation
is made that the Renminbi amounts referred to herein have been, could have been or could be converted
into U.S. dollars or H.K. dollars, or vice versa, at any particular rate or at all. For further information
relating to the exchange rates, see the section entitled “Exchange Rate Information.”

References to “PRC” and “China,” for the statistical purposes of this offering memorandum,
except where the context otherwise requires, do not include Hong Kong, Macau Special Administrative
Region of the PRC, or Macau, or Taiwan. “PRC government” or ‘“State” means the central
government of the PRC, including all political subdivisions (including provincial, municipal and other
regional or local governments) and instrumentalities thereof, or, where the context requires, any of them.

References to the “2020 Notes” are to the Issuer’s 11.0% Senior Notes due 2020. References to
the “2021 Notes” are to the Issuer’s 9.00% Senior Notes due 2021. References to the “2022 Notes” are
to the Issuer’s 13.0% Senior Notes due 2022. References to the “2023 Notes” are to the Issuer’s 13.75%
Senior Notes due 2023.

References to “Existing Notes” are to the 2020 Notes, 2021 Notes, 2022 Notes and the 2023
Notes.

References to “Existing Indentures” are to the indentures governing the Existing Notes.

s

References to “sq.m.” are to square meters.
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Our financial statements are prepared in accordance with the Accounting Standard for Business
Enterprises — Basic Standard, the specific accounting standards and other relevant regulations issued by
the Ministry of Finance on February 15, 2006 and in subsequent periods, or PRC GAAP. The financial
statements of Tianji are prepared in accordance with Hong Kong Financial Reporting Standards, or
HKFRS. PRC GAAP and HKFRS may differ in material respects from generally accepted accounting
principles in certain other jurisdictions.

A property is considered sold after we have executed the purchase contract with a customer and
have delivered the property to the customer. All site area and gross floor area, or GFA, information
presented in this offering memorandum represent the site area and GFA of the entire project, including
those attributable to the minority shareholders of our non-wholly owned project companies.

In this offering memorandum, contracted sales represent the total purchase price of formal
purchase contracts we enter into with purchasers of our properties within a specified period, as disclosed
to us by our project companies nationwide, aggregated at our headquarters, and recorded in our internal
records on a monthly basis.

In this offering memorandum, a land grant contract refers to a state-owned land use rights grant
contract (B L Huff FAREHFE A W) between a developer and the relevant PRC governmental land
administrative authorities, typically the local state-owned land bureaus.

In this offering memorandum, a land use rights certificate refers to a state-owned land use rights
certificate ([% 45 + Hiff F &) issued by a local real estate and land resources bureau with respect to the
land use rights; a construction land planning permit refers to a construction land planning permit (&<
FH H B # 57 7] #%) issued by local urban zoning and planning bureaus or equivalent authorities in China;
a construction works planning permit refers to a construction works planning permit (&% TFEHEIH|
#F A #&) issued by local urban zoning and planning bureaus or equivalent authorities in China; a
construction permit refers to a construction works commencement permit (ZE5E T .57 7] &) issued
by local construction committees or equivalent authorities in China; a pre-sale permit refers to a
commodity property pre-sale permit (Ffn)75 # B FF AT a) issued by local housing and building
administrative bureaus or equivalent authorities with respect to the pre-sale of relevant properties; a
certificate of completion refers to a construction project planning inspection and clearance certificate (%
a2 R # BRIl & 45 #%) issued by local urban zoning and planning bureaus or equivalent authorities or
equivalent certificate issued by relevant authorities in China with respect to the completion of property
projects subsequent to their on-site examination and inspection; and a property ownership certificate
refers to a property ownership and land use rights certificate (/5 i =) issued by a local real estate
and land resources bureau with respect to the land use rights and the ownership rights of the buildings
on the relevant land.

In this offering memorandum, all references to “first-tier cities” are to Beijing, Shanghai,
Guangzhou and Shenzhen; all references to ‘“second-tier cities” are to the provincial capitals,
Chongqing, Tianjin, Dalian, Qingdao, Ningbo, Xiamen, Zhuhai, Shantou and other cities with a Gross
Domestic Product of at least RMBS500 billion and a population of at least seven million other than the
first-tier cities; and all references to “third-tier cities” are to the prefecture-level cities other than the
first and second-tier cities.

Totals presented in this offering memorandum may not total correctly because of rounding of
numbers.



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include statements relating to:

our business and operating strategies, including our business expansion plans and our on-
going structural reorganization;

our capital expenditure and property development plans;

the amount and nature of, and potential for, future development of our business;
our operations and business prospects;

various business opportunities that we may pursue;

the interpretation and implementation of the existing rules and regulations relating to land
appreciation tax and its future changes in enactment, interpretation or enforcement;

the prospective financial information regarding our businesses;
availability and costs of bank loans and other forms of financing;
our dividend policy;

projects under development or held for future development;

the regulatory environment of our industry in general;

the performance and future developments of the property market in China or any region in
which we may engage in property development, or other businesses we are engaged in;

changes in political, economic, legal and social conditions in China, including the specific
policies of the PRC central and local governments affecting the regions where we operate,
which affect land supply, types of property projects, availability and cost of financing, pre-
sale, pricing, foreign investments in property development, and volume of our property

development projects;

significant delay in obtaining the various permits, proper legal titles or approvals for our
properties under development or held for future development;

timely repayments by our purchasers of mortgage loans guaranteed by us;

changes in competitive conditions and our ability to compete under these conditions;

the performance of the obligations and undertakings of the third-party contractors under
various construction, building, interior decoration, material and equipment supply and
installation contracts;

changes in currency exchange control and rates; and

other factors beyond our control.
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In some cases, you can identify forward-looking statements by such terminology as ‘“may,”
“will,” “should,” “could,” “would,” “expect,” “intend,” “plan,” ‘“anticipate,” ‘“going forward,”
“ought to,” “seek,” “project,” “forecast,” “believe,” “estimate,” “predict,” “potential” or “continue”
or the negative of these terms or other comparable terminology. Such statements reflect the current
views of our management with respect to future events, operations, results, liquidity and capital
resources and are not guarantee of future performance, some of which may not materialize or may
change. Although we believe that the expectations reflected in these forward-looking statements are
reasonable, we cannot assure you that those expectations will prove to be correct, and you are cautioned
not to place undue reliance on such statements. In addition, unanticipated events may adversely affect
the actual results we achieve. Important factors that could cause actual results to differ materially from
our expectations are disclosed under the section entitled “Risk Factors” in this offering memorandum.
Except as required by law, we undertake no obligation to update or otherwise revise any forward-
looking statements contained in this offering memorandum, whether as a result of new information,
future events or otherwise after the date of this offering memorandum. All forward-looking statements
contained in this offering memorandum are qualified by reference to the cautionary statements set forth
in this section.

LETS EEINT3 9% ¢
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ENFORCEMENT OF CIVIL LIABILITIES

We are incorporated in the People’s Republic of China with limited liability, and the Parent
Guarantor and each Subsidiary Guarantor and JV Subsidiary Guarantor (if any) is also incorporated or
may be incorporated, as the case may be, outside the United States in jurisdictions such as the British
Virgin Islands, and Hong Kong. The PRC, the British Virgin Islands, Hong Kong and other jurisdictions
have different bodies of securities laws from the United States and protections for investors may differ.

All of our assets and all of the assets of the Parent Guarantor and Subsidiary Guarantors are
located outside the United States. In addition, all of our directors and officers and the Parent Guarantor’s
and Subsidiary Guarantors’ directors and officers are nationals or residents of countries other than the
United States (principally, the PRC), and all or a substantial portion of such persons’ assets are located
outside the United States. As a result, it may be difficult for investors to effect service of process within
the United States upon us, any of the Parent Guarantor and Subsidiary Guarantors or such persons or to
enforce against us or any of the Parent Guarantor and Subsidiary Guarantors or such persons judgments
obtained in United States courts, including judgments predicated upon the civil liability provisions of
the securities laws of the United States or any state thereof.

We, the Parent Guarantor and each of the Subsidiary Guarantors expect to appoint Law Debenture
Corporate Services Inc. as our and their respective agent to receive service of process with respect to
any action brought against us, the Parent Guarantor or the Subsidiary Guarantors in the United States
federal courts located in the Borough of Manhattan, The City of New York under the federal securities
laws of the United States or of any state of the United States or any action brought against us or the
Subsidiary Guarantors in the courts of the State of New York in the Borough of Manhattan, The City of
New York under the securities laws of the State of New York.

We have been advised by our British Virgin Islands legal advisors, Maples and Calder (Hong
Kong) LLP, that any final and conclusive monetary judgment of a competent foreign court for a definite
sum against the Company in the courts of United States (the “Foreign Court”), for a definite sum, may
be treated by the courts of the British Virgin Islands as a cause of action in itself so that no retrial of the
issues would be necessary provided that in respect of the judgment of the Foreign Court: (i) the Foreign
Court had jurisdiction in the matter and the Company either submitted to such jurisdiction or was
resident or carrying on business within such jurisdiction and was duly served with process; (ii) the
judgment given by the Foreign Court was not in respect of penalties, taxes, fines or similar fiscal or
revenue obligations of the Company; (iii) in obtaining the judgment there was no fraud on the part of
the person in whose favor judgment was given or on the part of the Foreign Court; (iv) recognition or
enforcement of the judgment would not be contrary to British Virgin Islands public policy; and (v) the
proceedings pursuant to which judgment was obtained were not contrary to natural justice.

Hong Kong has no arrangement for the reciprocal enforcement of judgments with the United
States. However, under Hong Kong common law, a foreign judgment (including one from a court in the
United States predicated upon U.S. federal or state securities laws) may be enforced in Hong Kong by
bringing an action in a Hong Kong court and seeking summary or default judgment on the strength of
the foreign judgment, provided that the foreign judgment is for debt or a definite sum of money and is
final and conclusive on the merits. In addition, the Hong Kong courts may refuse to recognize or
enforce a foreign judgment if such judgment:

(a) was obtained by fraud;

(b) was rendered by a foreign court that lacked the appropriate jurisdiction at the time (as
determined by Hong Kong jurisdictional rules);

(c) 1is contrary to public policy or natural justice;
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(d) 1is based on foreign penal, revenue or other public law; or

(e) falls within Section 3(1) of the Foreign Judgment (Restriction on Recognition and
Enforcement) Ordinance.

We have also been advised by our PRC legal advisors, Commerce & Finance Law Offices, that
there is uncertainty as to whether the courts of China would (i) enforce judgments of U.S. courts
obtained against us, our directors or officers, the Parent Guarantor, any Subsidiary Guarantor or JV
Subsidiary Guarantor (if any) or their directors or officers predicated upon the civil liability provisions
of the U.S. federal or state securities laws or (ii) entertain original actions brought in China against us,
our directors or officers, the Parent Guarantor, any Subsidiary Guarantor or JV Subsidiary Guarantor (if
any) or their directors or officers predicated upon the U.S. federal or state securities laws.

X



SUMMARY

This summary does not contain all the information that may be important to you in deciding to
invest in the Notes. You should read the entire offering memorandum, including the section entitled
“Risk Factors” and our consolidated financial statements and related notes thereto, before making an
investment decision.

Overview

As the PRC flagship of the real estate development business of China Evergrande Group, our
ultimate controlling shareholder, we are the largest real estate development company in China in terms
of contracted sales attributable to the Group in 2019, according to China Real Estate Information
Corporation. Founded in Guangzhou City, Guangdong Province in 1996, we have become a leading
national property developer through our economies of scale and widely recognized brand name, under
the leadership of our management team. Over the years, our focus on a centralized management system,
a standardized operational model and quality products have allowed us to quickly replicate our success
across China. We focus primarily on provincial capitals and other selected cities that we believe have
high-growth potential. We continue to improve our geographical mix by focusing on replenishment of
quality land reserves and taking a balanced approach to the distribution of land reserves among first-,
second- and third-tier cities. Our land reserves cover most of the provincial capitals and municipalities
in China. Through our standardized operational model, we have been able to simultaneously manage
projects in various development and sale stages in 232 cities across China as of June 30, 2019.

Our residential property development integrates planning, design, construction and property
management and follows our standardized process management to ensure development speed and
product quality. We have been awarded the highest recognition in China in real estate development,
architectural planning and design, construction, construction supervision and property management, and
have been ranked among the “Top 10 Property Developers of China” for 15 consecutive years since
2004 by China Real Estate Top 10 Research Group, an organization constituted by Enterprise Research
Institute of the Development Research Center of the State Council, Tsinghua University Real Estate
Research Center and China Index Academy. We were ranked No. 1 of the “Top 500 Real Estate
Companies of China” for three consecutive years since 2017. China Evergrande Group, our parent
company, were also ranked 138th on Fortune Global 500 in 2019, improving by 358 positions from
496th when it first entered the list in 2016.

We had the largest land reserves by area among all PRC property developers listed in China and
Hong Kong as of June 30, 2019, based on the land reserve data disclosed by relevant companies in their
applicable stock exchange filing. We had a total of 828 property projects under development or held for
future development, a total planned GFA of approximately 257.5 million sq.m. of high-quality and
relatively low-cost land as of June 30, 2019 with an average cost of approximately RMB1,823 per
square meter, as calculated by dividing our aggregate land purchase price by our aggregate planned
GFA.

As of June 30, 2019, we had construction permits for 752 of our property projects under
development, with a total GFA of approximately 122.4 million sq.m., and had pre-sale permits for 583
of our projects, with a total GFA of approximately 66.3 million sq.m., of which approximately 42.1
million sq.m. remained unsold.




Over the years, we have developed and introduced various distinctive product series to the market,
including:

° Mid- to mid-high-end series represented by products within our Evergrande Oasis (6K &)
series, Evergrande Metropolis (fHK##}) series, Evergrande City (fHKIK) series,
Evergrande Atrium (fHKHE%E) series, Evergrande Royal Scenic Bay (1H K fH 5 ),
Evergrande Emerald Court (fE KI5 FERE) series, Evergrande Bay (tE K YL#%)  series,
Evergrande Plaza (15 KJ&35) series and Evergrande Bund (i K 7)) series which we target
to account for approximately 85% of our current projects, and are marketed toward middle to
upper-middle income residents, who currently constitute the largest segment of residential
real estate purchasers. Evergrande Metropolis and Evergrande City are urban residential
complexes in major cities, while Evergrande Oasis and Evergrande Atrium are located in
areas with the requisite natural landscape. These series are equipped with well-developed
facilities and amenities within the complexes.

° High-end series represented by products within our Evergrande Palace (fH K¥EJff) series,
Evergrande Royal Scenic Peninsula (15 Kl 5 ) series, Evergrande Emperor Scenic (1H K
77 5%) series and Evergrande Royal Scenic (16 K {l 5%) series, which we target to account for
approximately 15% of our current projects, and are positioned as high-end and premium
residential properties in urban centers. These series target high-income residents in such
regions.

We design and develop all of our product series under our standardized operational model and
market them under the brand name of “Evergrande” on a nationwide basis.

We strive to provide high-quality residential products to the market by focusing on every step of
the development process, from site selection, planning, landscaping and construction to fitting-out and
property management. We aim to deliver “best-in-class” end-products to our customers. Over years, our
products have gained wide brand recognition among consumers, as reflected by our strong contracted
sales and sales records. For the years ended December 31, 2016, 2017, 2018 and 2019, our total
contracted sales, which have not been audited or reviewed by our auditors, amounted to approximately
RMB354.2 billion, RMB478.3 billion, RMB521.9 billion and RMB548.0 billion, respectively, with a
total contracted sales GFA of approximately 42.2 million sq.m., 48.0 million sq.m., 49.7 million sq.m.
and 53.1 million sq.m., respectively. The average selling price for our contracted sales in 2016, 2017,
2018 and 2019 was approximately RMBS&,393 per sq.m., RMB9,964 per sq.m., RMB10,501 per sq.m.
and RMB10,325 per sq.m., as calculated based on our internal records.

Our Competitive Strengths

We believe that we possess the following principal strengths that enable us to compete in the
residential property market in China:

° We are the largest real estate development company in China;

° We are a leader of the standardized operational model for large-scale quality property
developments;

° We have strategically acquired large, relatively low-cost land reserves;

° We have leveraged our industry-leading brand name and strategic partnerships with renowned
suppliers to develop quality products that are well-recognized by the market;

° We offer a comprehensive product mix that caters to different market segment demands;

° We are able to effectively control our costs at every stage of the project development;




° We possess a highly experienced and stable management team with proven execution
capabilities to adapt and respond to market changes; and

° We have proven capability to develop projects and achieve asset turnover rapidly.

You should refer to the section entitled “Business — Our Competitive Strengths” for further
information about these strengths.

Our Business Strategies
Our principal business strategies are:

° Continue to replenish our land reserves in first- and second-tier cities and selected third-tier
cities in prime locations;

° Continue to optimize and leverage our standardized operational model;

° Maintain a comprehensive product offering with a primary focus on residential properties;
° Adopt prudent and disciplined financial policies; and

° Focus on product quality to enhance our brand.

You should refer to the section entitled “Business — Business Strategies” for further information
about these strategies.

Proposed Reorganization and Strategic Investments

On October 3, 2016, we and our direct controlling shareholder, Guangzhou Kailong Real Estate
Company Limited (“Kailong Real Estate”) entered into an agreement (the “Cooperation
Agreement”), as amended on April 20, 2017, December 29, 2017, June 13, 2018, December 28, 2018,
March 13, 2019 and December 13, 2019 with, among others, Shenzhen Special Economic Zone Real
Estate & Properties (Group) Co., Ltd. (“Shenzhen Real Estate”), pursuant to which, subject to entering
into a definitive agreement, Shenzhen Real Estate will, by way of issue of Renminbi ordinary shares
and/or the payment of cash consideration, acquire 100% of the equity interest in the Company (the
“Target Assets”) from Kailong Real Estate and certain investors of the Company. The acquisition will
result in Kailong Real Estate becoming the controlling shareholder of Shenzhen Real Estate (the
“Proposed Reorganization”) and will enable China Evergrande Group, our ultimate controlling
shareholder, to effectively list its real estate assets on the Shenzhen Stock Exchange A-share market.

The Cooperation Agreement provides, among others, the following:

° The parties will exercise their best endeavors to complete the Proposed Reorganization and
the final scheme and transactional details of the Proposed Reorganization will be set out in a
definitive agreement (the “Reorganization Agreement”).

° There will be an exclusive period to December 31, 2020 during which time the parties may
not discuss or enter into any agreements with any other party in respect of transactions of the
same or similar in nature as the Proposed Reorganization.




° The parties will enter into an agreement in respect of an undertaking on business performance
of the Target Assets. Kailong Real Estate will, in accordance with the relevant provisions of
applicable laws and regulations and regulatory documents as well as market practices,
provide an undertaking on the net profit of the Target Assets for 2018, 2019 and 2020 (the
“Relevant Period of the Cooperation Agreement’). If the actual profit of the Target Assets
is less than such amount upon the expiry of the Relevant Period of the Cooperation
Agreement, Kailong Real Estate will, in compliance with the regulations of the regulatory
authorities and in an approved manner, provide certain compensation for any shortfall in
profit.

° The consideration for the Target Assets will be determined by the parties through
consultation based on the appraised value of the assets as determined by a qualified valuer
for securities transactions with such appraised value having been filed with and approved by
the Shenzhen People’s Government State-owned Assets Administration Commission
(“Shenzhen SASAC”), plus the additional cash earnings of the Company for the period
between the valuation date and the date of the Reorganization Agreement.

° The issue price of the consideration shares by Shenzhen Real Restate to Kailong Real Estate
will not be lower than 90% of the reference market price of the Shenzhen Real Estate shares.
The reference market price will be the average closing prices of the Shenzhen Real Estate
shares for one of the 20 trading days, 60 trading days or 120 trading days prior to the date of
announcement by the board of Shenzhen Real Estate on their resolution on the Proposed
Reorganization. The final issue price will be determined by the parties through consultation.

° Prior to the signing of the Reorganization Agreement, the Company may introduce strategic
investments and that the parties involved in the Proposed Reorganization will be adjusted
accordingly upon the introduction of any strategic investors.

° The Proposed Reorganization requires the following approvals: (1) the board of directors, the
board of supervisors (if necessary), and the shareholders of Shenzhen Real Estate having
approved the Proposed Reorganization, (2) the shareholders of Shenzhen Real Estate having
approved Kailong Real Estate from making a general offer in respect of the Proposed
Reorganization, (3) the Board and the shareholders of China Evergrande Group, our ultimate
shareholder, having approved the Proposed Reorganization, (4) Shenzhen SASAC’s having
approved the valuation of the Target Assets and its filing, (5) the Shenzhen Municipal
Government and the Shenzhen SASAC having approved the Proposed Reorganization, (6) the
Proposed Reorganization having passed the anti-trust review by the Ministry of Commerce,
(7) the China Securities Regulatory Commission having approved the Proposed
Reorganization, (8) The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock
Exchange”) having consented to the proposed spin-off and the granting of a waiver from
exemption to provide the shareholders of China Evergrande Group with an assured
entitlement to the shares of Shenzhen Real Estate, and (9) approvals/filings from other
competent authorities in accordance with applicable laws and regulations.

On December 30, 2016, May 31, 2017 and November 6, 2017, we and Kailong Real Estate entered
into investment agreements (the “Investment Agreements”), as amended with certain investors
(respectively, the “first round investors,” the ‘“second round investors,” and the “third round
investors,” and collectively, the “Investors”), who agreed to subscribe for new capital of the enlarged
equity interest in us for an aggregate amount of RMB130 billion (the “Capital Increase”) in return of
an aggregate of approximately 36.54% of our enlarged equity interest (the “Strategic Investments”).
The purpose of the capital injection was to raise funds as well as to allow Shenzhen Real Estate to
maintain its public float upon completion of the Proposed Reorganization.




The Investment Agreements provide, among others, the following:

We and Kailong Real Estate have undertaken to the first round investors and second round
investors that our net profit deducting extraordinary gains or losses for the financial years of
2017, 2018 and 2019 (the “Relevant Period” with respect to the first and second round
investors) shall not be less than RMB24.3 billion, RMB50 billion and RMBS55 billion,
respectively (each a “Performance Undertaking Amount” to the first and second round
investors).

We and Kailong Real Estate have undertaken to the third round investors that our net profit
deducting extraordinary gains or losses for the financial years of 2018, 2019 and 2020 (the
“Relevant Period” with respect to the third round investors) shall not be less than RMBS50
billion, RMBS55 billion and RMB60 billion, respectively (each a “Performance Undertaking
Amount” to the third round investors).

Prior to the entering into of the Reorganization Agreement and subject to the dividend
payment not adversely affecting our ability to continue to operate, the Company will
distribute at least 68% of its net profit for each of the financial years under the Relevant
Period to its shareholders. If our net profit for a financial year in the Relevant Period is less
than the Performance Undertaking Amount for that financial year, the proportional dividend
to be paid by us to the Investors will be adjusted upward by in accordance with the following
formula: percentage ratio of the proportional dividend payable to the Investors equals (i)
percentage of equity interest held by the Investors divided by (ii) our actual net profit for that
financial year/the Performance Undertaking Amount for that year. If the percentage ratio
calculated by the formula is greater than 100%, then the distribution to the Investors will be
based on 100%.

The dividend payment arrangement will lapse upon the execution of the Reorganization
Agreement. Upon the execution of the Reorganization Agreement, dividend payments will be
made in accordance with the applicable requirements of the CSRC and the terms of the
Reorganization Agreement. If, for any reasons, the Reorganization Agreement is terminated
after its execution, we will make up for any shortfall in dividends paid to the Investors
during the period between the execution of the Reorganization Agreement and its termination
in accordance with the terms of the Investment Agreements.

If the Proposed Reorganization as contemplated under the Reorganization Agreement is not
completed by January 31, 2021 and the failure to complete is not attributable to the relevant
Investor, the relevant Investor will have the right within two months of the expiry of such
deadline to request Kailong Real Estate to either: (i) repurchase the equity interest held by
the relevant Investor at its original investment cost; or (ii) transfer shares in us to the relevant
Investor without consideration in accordance with the following formula as compensation:
Percentage of equity in us to be transferred by Kailong Real Estate to the relevant Investor as
compensation equals (a) Percentage interest in us held by the relevant Investor on the signing
of the compensation agreement (excluding any additional interest acquired by the relevant
Investor after the date of the relevant Investment Agreement) times (b) 50%.

If an Investor has requested Kailong Real Estate to repurchase its equity in us, Kailong Real Estate
will have the option of electing not to repurchase such interest. In such an event, the Investor will have
the right to request Dr. Hui to replace Kailong Real Estate to repurchase such equity interest in us from
the Investor in accordance with the terms of the relevant Investment Agreement at the Investor’s original
investment cost.

The Proposed Reorganization constitutes a spin-off requiring the approval of the Hong Kong Stock
Exchange. On January 24, 2017, China Evergrande Group received in-principle approval for the
proposed spin-off in relation to the Proposed Reorganization from the Hong Kong Stock Exchange.




Recent Developments
Newly Acquired Land Since June 30, 2019

Set forth below are some of our major land acquisitions made subsequent to June 30, 2019
involving land premiums of over RMB3 billion.

) Guiyang Evergrande Mansion. We acquired this project in Guiyang, Guizhou province in
2019, for a total land premium of RMB3,317.8 million. The project occupies an aggregate
total site area of approximately 242,743 square meters. We hold a 100% equity interest in
this project.

° Zhuhai Evergrande Yuelongtai Project. We acquired this project in Zhuhai, Guangdong
province in 2019, for a total land premium of RMB7,650.0 million. The project occupies an
aggregate total site area of approximately 204,666 square meters. We hold a 60.3% equity
interest in this project.

° Weihai Evergrande The Coronation. We acquired this project in Weihai, Shandong province
in 2019, for a total land premium of RMB3,654.7 million. The project occupies an aggregate
total site area of approximately 204,666 square meters. We hold a 51.0% equity interest in
this project.

General Information

We were incorporated in the PRC on June 24, 1996 under the name of “Guangzhou Tiandi Real
Estate Development Co., Ltd.” with limited liability, with registered number 23124515-2. Our principal
place of business in China is at Excellent Houhai Financial Center, No. 126, Hyde Road, Nanshan
District, Shenzhen, 518054, PRC. Our registered office is located at Room 2801, Excellent Houhai
Financial Center, No. 126, Hyde Road, Nanshan District, Shenzhen. Our website is http://
www.evergrande.com. Information contained on our website does not constitute a part of this offering
memorandum.




THE OFFERING

Terms used in this summary and not otherwise defined have the meanings given to them in the
sections entitled “Description of 2022 Notes” and “Description of 2023 Notes.”

Issuer .. ............
Parent Guarantor. . .. ...

Provider of Keepwell and
EIPU ........ .. ...

Notes offered . ... .....

Offering price. . .. ... ..

Maturity date . ... ... ..

Interest . ............

Interest payment dates . . .

Ranking of the Notes. . . .

Scenery Journey Limited

Tianji Holding Limited

Hengda Real Estate Group Co., Ltd

US$2,000,000,000 aggregate principal amount of 11.5% Senior Notes due
2022 (the “2022 Notes”).

US$2,000,000,000 aggregate principal amount of 12.0% Senior Notes due
2023 (the “2023 Notes”).

Several investors, including affiliates, may purchase a majority of the
Notes being offered under this offering memorandum.

2022 Notes: 100% of the principal amount

2023 Notes: 100% of the principal amount

2022 Notes: October 24, 2022

2023 Notes: October 24, 2023

The 2022 Notes will bear interest from and including January 24, 2020 at
the rate of 11.5% per annum, payable semi-annually in arrears except that
the last interest period will be from and including July 24, 2022 to but
excluding October 24, 2022.

The 2023 Notes will bear interest from and including January 24, 2020 at
the rate of 12.0% per annum, payable semi-annually in arrears except that
the last interest period will be from and including July 24, 2023 to but
excluding October 24, 2023.

Subject to the above, January 24 and July 24 of each year, commencing
July 24, 2020

The Notes are:
° general obligations of the Issuer;

° senior in right of payment to any existing and future obligations of
the Issuer expressly subordinated in right of payment to the Notes;

° at least pari passu in right of payment with all the unsecured,
unsubordinated Indebtedness of the Issuer, including the Existing
Notes;




° guaranteed by the Parent Guarantor, Subsidiary Guarantors and the
JV Subsidiary Guarantors (if any) on a senior basis, subject to
certain limitations described under the sections entitled ‘“Risk
Factors — Risks Relating to the Parent Guarantee, the Subsidiary
Guarantees and the JV Subsidiary Guarantees;”

° effectively subordinated to the secured obligations of the Parent, the
Issuer, the Subsidiary Guarantors and the JV Subsidiary Guarantors,
to the extent of the value of the assets serving as security therefor;
and

° effectively subordinated to all existing and future obligations of the
Non-Guarantor Subsidiaries.

Each of the Parent Guarantor, Subsidiary Guarantors and JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due and
punctual payment of the principal of, premium, if any, and interest on,
and all other amounts payable under, the Notes, provided that any JV
Subsidiary Guarantee will be limited to the JV Entitlement Amount.

The Parent Guarantee, a Subsidiary Guarantee and a JV Subsidiary
Guarantee (if any) may be released in certain circumstances. See the
sections entitled “Description of 2022 Notes — The Parent Guarantees,
the Subsidiary Guarantees and the JV Subsidiary Guarantees — Release
of the Parent Guarantee, Subsidiary Guarantees and JV Subsidiary
Guarantees,” “Description of 2023 Notes — The Parent Guarantees, the

Subsidiary Guarantees and the JV Subsidiary Guarantees — Release of
the Parent Guarantee, Subsidiary Guarantees and JV Subsidiary
Guarantees,” and “— Replacement of Subsidiary Guarantees with JV

Subsidiary Guarantees.”

The initial Subsidiary Guarantors that will execute the Indentures on the
Original Issue Date will consist of Ever Grace Group Limited (18 ¥ %5
A 72> F]), Ample Treasure Group Limited (¥ 4E [ 4 /A A]), Luckyup
Group Limited (F#L4EH A B/ F]), Instant Choice Development Ltd.,
Ample Treasure Holding Limited (B S!/4E ¥ ARRAF]), Will Glory
Holdings Limited (f#EHERABR/AF]), Forbidden City Culture Co.,
Limited (2835502 C{b E R/ A), Ever Sure Industries Limited (7K i
FEAHMRAF), Shui Wah Investment Limited (BEFEREHRAH]),
Shengtong Holding Limited (B&##/KA MRA ), Wisdom Gain Group
Limited (& %14 B A7 BR/A ), Grow Rising Investment Limited (& &
AR T, Accord Sino Group Limited (17 #E4E 84 FR/A F]), Merry Full
Investments Limited (1A{H#%&H R/ F), Million Castle Investments
Limited, Benefit East Investments Limited (% R E&EH R ),
Champion Glory Holdings Limited (5 M4 A R/AH]), Champion
Globe Limited (4544 PR/ F]), Champion King Investments Limited (%
B E AR/ T]), Fortune Luck Corporation Limited (NEF|A R ],
Cheung Fu Department Store Enterprise Limited (5% [ &£ A RA
F]), China Agriculture Technology Limited (95 ZERHA R A,
Baojun Limited (P22 A FR/A 7l), Perfect Vantage Investments Limited (J&E
WHREAMWAT), Bai Chang Limited (AEABRZLAF), Minsin
International (Holdings) Limited (P78 B B (4E 184 FR A ), Billion Sino
Investments Limited (f&4# & A RAF]), Allywing Investments Limited
(B EH BR/A A]), California Place Dalian Limited (I 527 K45 [R
/A H)]), Fortune Star International Investment Limited (8 5% B B2 & 45 KR




/v 7)), Xing Hong Holdings Limited (BLuG#EA PR/ F]), Rosy Dynasty
Limited (324 BR/A ), Joy Vision Holdings Limited (445¥# A R
A]), Sanli (China) Holdings Limited (=37("FEH#ERARAF]), Metro
Wisdom Limited (ZX#FA PR A]), Ji Feng Limited (7% % A R/ A]), Rise
Eagle Worldwide Limited (#REEZREKARATF), Jicheng International
(HK) Limited (5B FE (& #5) A FR/A ), Lucky Benefit Limited, Loyal
Power Investments Limited (HEHEF & A BR/AF]), Rising Sheen Limited
(FH5E AR, City Faith Limited (8354 BRZAF]), South Honest
Limited (F /A BR/AF]), First Key Investments Limited (JGHE$E A R
/A d]), Hinto Developments Limited, Triumph Hero International Limited
(W5 T B B2 A BR A W]), Spread Glory Investments Limited (552 & A R A
A]), New Insight Holdings Limited (8] % #EMAR/AF]), Easy Gain
Investment Holdings Limited (&L #% &M A R/ 7)), Honor Business
Investment Limited (4R & A FR/A 7)), Link Care Limited (BRIEA FRA
]), Cheer Motion Development Limited (3(fg#E /& A FR/27]), China Sea
Group (Hong Kong) Investment Limited (4 B (F ) EHBRA F),
Crown Wise Investment Limited (if#H#&&EATR/AF), Dragon Joy
(China) Limited (FEBL("HEI)fBR/ZAF]), Dragon Pioneer Development
Limited (FEVR%ERA FR/AH]), Excel Sky (Hong Kong) Limited (& K (%
#5)f BR/AA]), Fortune Ascent Property Management Limited (FF#i42E
EHARAF]) (formerly known as Fortune Ascent Limited (FHEA R
A])), Future Lead Enterprises Limited (K4HAEZEA R/ F]), Glory Sign
Development Limited (2756 # & A R/AA]), Gold Ascot Limited (4 148
FBRAA]), Grace Target Holdings Limited (&4 B A FR/A wl), Honour
In Investments Limited (A& AR/ A]), Jiakang Holdings Limited
G R A BR /A F]), TJiazhi Holdings Limited (358 #E A BRZA A, Joy
Wealthy Investment Limited (PiA &AM /AF), Lucky Universe
Holding Limited (i 74E B A BR/AH]), Pacific Plus Enterprises Limited
(FERA>ZEH BR/AF]), Palm Island Resort Limited (B 5 ¥ B A R
A]), Prime Light Holdings Limited (FMIKZEMEAGIRAH]), Prime Sun
Holding Limited (% H#RARATH]), Prosper Power Development
Limited (A8 & % /B A B/ 7)), Sharp Goal Investments Limited ({15 1% &
AR ], Starlet Development Limited (£ BE#E /@A R/ ), Sunny Net
Development Limited (Hil# AR/ H), Thousand Grand Holding
Limited (T Z AR 7)), TrendRichInvestment Limited (B & X &H
F/yF]l), Chang Xing Holdings Limited (& B¥ZREAR/AF]), Cheer
Champ Investment Limited (iEE#&EAHMAF), Dragon Charm
Investments Limited (%‘Eﬁ“ﬁ%ﬁ@/&ﬁj), Dragon Fortune Limited, East
Best Investments Limited (R E AT B/ F]), Ever Shiny International
Limited, Full Jolly Investments Limited ({11 & BR/A A]), Good Wave
International Limited (%7%@%@@/&37), Healthy Time International
Limited, Lofty Reap Limited (ISR 7)), Luck Fortune Holdings
Limited, Lucky Universe Enterprises Limited (FiF®HEARAF),
Marche Limited, Marvel First Developments Limited, Menkia Holdings
Limited (& KA BRZ 7]), On Lucky Holdings Limited (& I3 # A
FR/vH]), Opal House Development Limited, Oriental Fame Holdings
Limited CRZE¥EMB A FR 22 7)), Prime Sun Enterprises Limited (&% H {24
FR/A7]), Reego Group Limited (£t % A BR/A ), Silver Opportunity
Investment Limited ($EBHEAHFR/AT), Superb Capital Enterprises
Limited, Upper East Property Holdings Company Limited (. & 3£ ik
FBRZATA]), Vast Wheel Company Limited (1w FR/A 7)), White Heron
Limited, Win Harbour Investments Limited (Fl#E#EHRAF), Win
Peak Group Limited (LU A R/ F]), Shengtong (BVI) Limited (%%
HBVHIZEA R/ F) and Shengyu (BVI) Limited (BE(BVDARA
Al),




which include all of the Company’s Restricted Subsidiaries other than the
Non-Guarantor Subsidiaries. The Subsidiary Guarantors are holding
companies that do not have significant operations.

Other than the initial Subsidiary Guarantors, none of the Company’s other
Restricted Subsidiaries organized outside the PRC will be an initial
Subsidiary Guarantor on the Original Issue Date. In addition, none of the
Restricted Subsidiaries existing on the Original Issue Date that are
Subsidiaries organized under the laws of the PRC and the future
Restricted Subsidiaries that are organized under the laws of the PRC, the
Exempted Subsidiaries and the Listed Subsidiaries (as long as they
continue to be Exempted Subsidiaries or Listed Subsidiaries, as
applicable) will provide a Subsidiary Guarantee or a JV Subsidiary
Guarantee on the Original Issue Date or at any time in the future.

Any Restricted Subsidiary (other than future PRC Subsidiaries, Exempted
Subsidiaries or Listed Subsidiaries) will provide a Subsidiary Guarantee
or a JV Subsidiary Guarantee as soon as practicable after it becomes a
Restricted Subsidiary or as soon as practicable after it ceases to be an
Exempted Subsidiary or a Listed Subsidiary, as the case may be.
Notwithstanding the foregoing sentence, the Company may elect to have
any Restricted Subsidiary organized under laws outside the PRC not
provide a Subsidiary Guarantee or a JV Subsidiary Guarantee, provided
that, after giving effect to the consolidated assets of such Restricted
Subsidiary, the Consolidated Assets of all Restricted Subsidiaries
organized outside the PRC (other than Exempted Subsidiaries and Listed
Subsidiaries) that are not Subsidiary Guarantors or JV Subsidiary
Guarantors do not account for more than 20% of the Relevant Total
Assets of the Company.

Ranking of Parent The Parent Guarantee
Guarantee . . ... ... ..
° is a general obligation of the Parent Guarantor;

° is effectively subordinated to the secured obligations of the Parent
Guarantor, to the extent of the value of the assets serving as security
therefor;

° is senior in right of payment to all future obligations of the Parent
Guarantor expressly subordinated in right of payment to such Parent
Guarantee; and

° ranks at least pari passu with all unsecured, unsubordinated
Indebtedness of the Parent Guarantor, including the parent guarantee
provided for the Existing Notes.
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Ranking of Subsidiary

Guarantees . .

Ranking of JV Subsidiary

Guarantees . .

Replacement of Subsidiary

Guarantees with JV
Subsidiary Guarantees. .

Use of proceeds

The Subsidiary Guarantee of each Subsidiary Guarantor:
° is a general obligation of such Subsidiary Guarantor;

° is effectively subordinated to secured obligations of such Subsidiary
Guarantor, to the extent of the value of the assets serving as security
therefor;

° is senior in right of payment to all future obligations of such
Subsidiary Guarantor expressly subordinated in right of payment to
such Subsidiary Guarantee; and

° ranks at least pari passu with all unsecured, unsubordinated
Indebtedness of such Subsidiary Guarantor, including the subsidiary
guarantee provided for the Existing Notes.

If any is provided, the JV Subsidiary Guarantee of each JV Subsidiary
Guarantor:

° will be a general obligation of such JV Subsidiary Guarantor;
° will be enforceable only up to the JV Entitlement Amount;

° will be effectively subordinated to secured obligations of such JV
Subsidiary Guarantor, to the extent of the value of the assets serving
as security therefor;

° subject to the limitation to the JV Entitlement Amount, will be
senior in right of payment to all future obligations of such JV
Subsidiary Guarantor expressly subordinated in right of payment to
such JV Subsidiary Guarantee; and

° subject to the limitation to the JV Entitlement Amount, will rank at
least pari passu with all the unsecured, unsubordinated Indebtedness
of such JV Subsidiary Guarantor (subject to any priority rights of
such unsubordinated Indebtedness pursuant to applicable law).

A Subsidiary Guarantee given by a Subsidiary Guarantor may be released
following the sale of existing Capital Stock or the issuance of new Capital
Stock by the Company or any of its Restricted Subsidiaries in (a) such
Subsidiary Guarantor or (b) any other Subsidiary Guarantor that, directly
or indirectly, owns a majority of the Capital Stock of such Subsidiary
Guarantor, in each case where such sale or issuance is for no less than
20% of the issued Capital Stock of the relevant Subsidiary Guarantor if
certain conditions are satisfied.

We intend to use the net proceeds mainly to refinance our existing
indebtedness and for general corporate purposes.
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Optional Redemption . . . .

2022 Notes:

At any time prior to July 24, 2022, the Issuer may, upon giving not less
than 30 days’ nor more than 60 days’ notice to the Holders and the
Trustee, at its option redeem the 2022 Notes, in whole but not in part, at a
redemption price equal to 100% of the principal amount of the 2022
Notes redeemed plus the Applicable Premium as of, and accrued and
unpaid interest, if any, to (but not including) the redemption date.

At any time and from time to time prior to July 24, 2022, the Issuer may,
upon giving not less than 30 days’ nor more than 60 days’ notice to the
Holders and the Trustee, redeem up to 35% of the aggregate principal
amount of the 2022 Notes at a redemption price of 111.50% of the
principal amount of the Notes redeemed, plus accrued and unpaid interest,
if any, with the proceeds from sales of certain kinds of its capital stock,
subject to certain conditions.

At any time from and including July 24, 2022 to but excluding October
24, 2022, the Issuer may, upon giving not less than 15 days’ nor more
than 30 days’ notice to the Holders and the Trustee, at its option redeem
the 2022 Notes, in whole but not in part, at a redemption price equal to
100% of the principal amount of the 2022 Notes redeemed plus accrued
and unpaid interest, if any, to (but not including) the redemption date.

2023 Notes:

On or after October 24, 2021, the Issuer may on any one or more
occasions redeem all or any part of the 2023 Notes, at the redemption
prices (expressed as percentages of principal amount) set forth in
“Description of 2023 Notes — Optional Redemption,” plus accrued and
unpaid interest, if any, on the 2023 Notes redeemed, to (but not
including) the applicable date of redemption, if redeemed during the
applicable period indicated in such section.

At any time prior to October 24, 2021, the Issuer may, upon giving not
less than 30 days’ nor more than 60 days’ notice to the Holders and the
Trustee, at its option redeem the 2023 Notes, in whole but not in part, at a
redemption price equal to 100% of the principal amount of the 2023
Notes redeemed plus the Applicable Premium as of, and accrued and
unpaid interest, if any, to (but not including) the redemption date.

At any time and from time to time prior to October 24, 2021, the Issuer
may, upon giving not less than 30 days’ nor more than 60 days’ notice to
the Holders and the Trustee, redeem up to 35% of the aggregate principal
amount of the 2023 Notes at a redemption price of 112.0% of the
principal amount of the Notes redeemed, plus accrued and unpaid interest,
if any, with the proceeds from sales of certain kinds of its capital stock,
subject to certain conditions.

At any time from and including July 24, 2023 to but excluding October
24, 2023, the Issuer may, upon giving not less than 15 days’ nor more
than 30 days’ notice to the Holders and the Trustee, at its option redeem
the 2023 Notes, in whole but not in part, at a redemption price equal to
100% of the principal amount of the 2023 Notes redeemed plus accrued
and unpaid interest, if any, to (but not including) the redemption date.
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Repurchase of Notes upon
a Change of Control
Triggering Event . . . . .

Redemption for taxation
reason. . . .. ........

Covenants . ..........

Upon the occurrence of a Change of Control Triggering Event as defined
under the sections entitled “Description of 2022 Notes — Definitions,”
and “Description of 2023 Notes — Definitions” the Issuer or the Parent
Guarantor will make an offer to repurchase all outstanding Notes at a
purchase price equal to 101% of their principal amount plus accrued and
unpaid interest, if any, to (but not including) the repurchase date.

Subject to certain exceptions and as more fully described herein, the
Issuer may redeem the Notes, in whole but not in part, at a redemption
price equal to 100% of the principal amount thereof, together with
accrued and unpaid interest, if any, to the date fixed by the Company for
redemption, if the Company, the Parent Guarantor, a Subsidiary Guarantor
or a JV Subsidiary Guarantor would become obligated to pay certain
additional amounts as a result of certain changes in specified tax laws or
certain other circumstances. See the sections entitled““Description of 2022
Notes — Redemption for Taxation Reasons” and “Description of 2023
Notes — Redemption for Taxation Reasons."

The Notes, the Indentures governing the Notes, the Parent Guarantee, the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) will
limit the Company’s ability and the ability of the Restricted Subsidiaries

to, among other things:

° incur or guarantee additional indebtedness and issue disqualified or
preferred stock;

° declare dividends on its capital stock or purchase or redeem capital
stock;

° make investments or other specified restricted payments;
° issue or sell capital stock of Restricted Subsidiaries;

° guarantee indebtedness of Restricted Subsidiaries;

° sell assets;

° create liens;

° enter into sale and leaseback transactions;

° enter into agreements that restrict the Restricted Subsidiaries’ ability
to pay dividends, transfer assets or make intercompany loans;

° enter into transactions with shareholders or affiliates; and

° effect a consolidation or merger.

These covenants are subject to a number of important qualifications and
exceptions described in the sections entitled “Description of 2022 Notes

— Certain Covenants” and “Description of 2023 Notes — Certain
Covenants.”
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Transfer restrictions. . . . .

Form, denomination and
registration . . .......

Book-entry only .. ... ..

Delivery of the Notes. . . .

Paying Agent, Transfer
Agent and Registrar . . .

Listing. . . ...........

Ratings .. ...........

Keepwell and EIPU . . . ..

The Notes will not be registered under the Securities Act or under any
state securities laws of the United States and will be subject to customary
restrictions on transfer and resale. See the section entitled “Transfer
Restrictions.”

The Notes will be issued only in fully registered form, without coupons,
in minimum denominations of US$200,000 of principal amount and
integral multiples of US$1,000 in excess thereof and will be initially
represented by one or more global notes deposited with a common
depositary and registered in the name of a nominee of the common
depositary.

The Notes will be issued in book-entry form through the facilities of
Euroclear and Clearstream for the accounts of its participants. For a
description of certain factors relating to clearance and settlement, see the
sections entitled “Description of 2022 Notes — Book-Entry; Delivery and
Form” and “Description of 2023 Notes — Book-Entry; Delivery and
Form.”

The Company expects to make delivery of the Notes, against payment in
same-day funds on or about January 24, 2020, or the Original Issue Date,
which the Company expects will be the third business day following the
date of this offering memorandum referred to as “T+3.” You should note
that initial trading of the Notes may be affected by the “T+3” settlement.
See the section entitled “Plan of Distribution.”

Citicorp International Limited.

Citibank, N.A., London Branch.

Application will be made to the SGX-ST for the listing and quotation of
the Notes on the SGX-ST. For so long as the Notes are listed on the
SGX-ST and the rules of the SGX-ST so require, the Notes, if traded on
the SGX-ST, will be traded in a minimum board lot size of $$200,000 (or
its equivalent in foreign currencies). Accordingly, the Notes, if traded on
the SGX-ST, will be traded in a minimum board lot size of US$200,000.

The Notes are expected to be assigned a rating of B by S&P and B2 by
Moody’s. We cannot assure investors that these ratings will not be
adversely revised or withdrawn in the future.

The Company, the Parent Guarantor, the Issuer and the Trustee will enter
into a keepwell and equity interest purchase undertaking as further
described in “Description of the Keepwell and EIPU”.
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Governing law . .. ... .. The Notes, the Indentures, the Parent Guarantee, the Subsidiary
Guarantees, the JV Subsidiary Guarantees (if any) and the Keepwell and
EIPU will be governed by and will be construed in accordance with the
laws of the State of New York.

Risk factors .. ........ For a discussion of certain factors and uncertainties that should be
considered in evaluating an investment in the Notes, see the section
entitled “Risk Factors.”
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA
The following tables present the Company’s and Tianji’s summary financial and other data.

The summary consolidated financial data of the Company as of and for each of the fiscal years
ended December 31, 2016, 2017 and 2018 (except for EBITDA data) are derived from the Company’s
audited consolidated financial statements as of and for the years ended December 31, 2017 and 2018,
which were audited by our independent auditor, PricewaterhouseCoopers Zhong Tian LLP. The selected
condensed consolidated financial statements of the Company as of and for the six months ended June
30, 2018 and 2019 (except for EBITDA data) are derived from the Company’s unaudited condensed
consolidated financial information for the six months ended June 30, 2019, which were reviewed by our
independent auditor, PricewaterhouseCoopers Zhong Tian LLP in accordance with the China Standards
on Review Engagement 2101 “Review of Financial Statements”. The financial information of the
Company has been prepared and presented in accordance with PRC GAAP, which differs in certain
material respects from generally accepted accounting principles in other jurisdictions. The Company has
adopted CAS No.22, CAS No. 23 and CAS No. 37 (hereinafter collectively referred to as the “New
Financial Instrument Standards”, and in 2019, the Ministry of Finance issued “Notice of the Ministry of
Finance on Revising the Format of the General Enterprise Financial Statements for 2019 (Accounting
[2019] 6)” and its interpretation (the “Notice”). The Group has adopted above-mentioned New
Financial Instrument Standards and the Notice on January 1, 2019 and has not restated previous years’
consolidated financial statements. Apart from adopting New Financial Instrument Standards and the
Notice, the accounting policies adopted in these interim financial statements are consistent withthose
adopted in the financial statements for the year ended December 31, 2018. For the impact of the
adoption of the new standards, please refer to Note 2(3) to the Company’s review report as of and for
the six months ended June 30, 2019 included elsewhere in the offering memorandum.

The summary consolidated financial data of Tianji as of and for the years ended December 31,
2016, 2017 and 2018 (except for EBITDA data) are derived from Tianji’s audited consolidated financial
statements as of and for the years ended December 31, 2017 and 2018, which were audited by its
independent auditor, PricewaterhouseCoopers. The selected condensed consolidated financial
information of Tianji as of and for the six months ended June 30, 2018 and 2019 were derived from
Tianji’s unaudited condensed consolidated interim financial information as of and for the six months
ended June 30, 2019, which were reviewed by its independent auditor, PricewaterhouseCoopers in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”. The financial information of Tianji
has been prepared and presented in accordance with HKFRS, which differs in certain respects from
generally accepted accounting principles in other jurisdictions. Tianji has adopted HKFRS 9 and HKFRS
15 with effect from January 1, 2018 and has not restated previous years’ consolidated financial
statements. Therefore, the audited consolidated financial statements for the year ended December 31,
2018 are not comparable with the consolidated financial statements for the years ended December 31,
2016 and 2017. For impact of the adoption of HKFRS 9 and HKFRS 15, please refer to Note 3(b) and
3(c) to Tianji’s audited consolidated financial statements as of and for the year ended December 31,
2018 included elsewhere in this offering memorandum. In addition, Tianji has adopted HKFRS 16 with
effect from January 1, 2019 and has not restated previous years’ consolidated financial statements.
Therefore, the unaudited interim financial information for the six months ended June 30, 2019 is not
comparable with the financial statements or information for the years ended December 31, 2016, 2017
and 2018 and the six months ended June 30, 2018. For impact of the adoption of HKFRS 16, please
refer to Note 4 to Tianji’s unaudited interim financial information as of and for the six months ended
June 30, 2019 included elsewhere in this offering memorandum.

The summary financial data below should be read in conjunction with the consolidated financial
statements or financial information of the Company and Tianji and the notes thereto included elsewhere
in this offering memorandum. Historical results are not necessarily indicative of results that may be
achieved in any future period.
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Summary Consolidated Statement of Comprehensive Income and Other Financial Data

Statement of comprehensive income of the Company

Year ended December 31, Six months ended June 30,
2016 2017 2018 2018 2019

RMB million RMB million RMB million US$ million RMB million RMB million  US$ million
(unaudited) (unaudited) (unaudited) (unaudited)

Revenue . . . .......... .. ... ... 205,097 302,233 436,552 63,591 284,209 201,189 29,306
Less: Cost of sales. .. ........... .. (140,751) (191,298) (276,780) (40,318) (179,544) (134,317) (19,565)
Taxes and surcharges . . ................... (15,824) (21,986) (28,054) (4,087) (18,710) (8,939) (1,302)
Selling expenses . .. .......... ... (13,907) (15,411) (16,313) (2,376) (7,779) (7,695) (1,121)
Administrative expenses. . . . ... ... ... (5,916) (7,743) 9,501) (1,384) (4,246) (4,840) (705)
Financial expenses-net. . ... ................ (3,810) (2,017) (3,498) (510 (1,425) (2,391) (348)
Assets impairment losses . . . .. ... ... (374) (548) (481) (70) (251) (201) (29)
Credit impairment losses . ... ............... — — — — — (139) (20)
Add: Profit arising from changes in fair value. . ......... 3,853 7,582 1,560 227 1,037 1,141 166
Investment income/(loss) . .. ................ 6 (3,629) 1,327 193 1,601 126 18
Including: Share of loss of associates and joint ventures (647) (403) (206) (30) (127) (144) (21)
(Losses)/gains from disposals of assets . ......... 43 (12) (15) (2) — 5 1
Other income . . . ........ ... ... ... — 58 106 15 73 48 7
Operating profit. . . .. ........... .. ... ... ... 28,417 67,229 104,903 15,281 74,965 43,987 6,407
Add: Non-operating income . ... .................. 589 660 830 121 569 364 53
Less: Non-operating expenses/(credit) . .. ............. (2,496) (5,287) (3.971) (578) (2,712) (1,336) (195)
Total profit. . ......... ... .. ... .. ... . ... ... 26,510 62,602 101,762 14,823 72,822 43,015 6,266
Less: Income tax eXpenses . . ... .................. (8,809) (20,604) (29,523) (4,301) (21,317) (12,400) (1,806)
Net profit . . . ........ ... ... . . . 17,701 41,998 72,239 10,523 51,505 30,615 4,460

Including: Net profit of the acquiree entity in a business

combination under common control before the

combination date . . .................. 1,512 — — — — — —

Profit attributable to:
Ordinary shareholders of the Company . ........... 15,840 39,196 65,874 9,596 46,314 27,745 4,042
Non-controlling interests . . .. ................. 1,861 2,802 6,365 927 5,191 2,870 418

Other comprehensive income/(loss), net of tax
Attributable to ordinary shareholders of the Company . . .. . . (2,573) 1,808 204 30 (173) 195 28
Shares of other comprehensive income of the investee
accounted for using equity method that will be

subsequently reclassified to profit or loss . . ... ... (197) — — — — — —
Other comprehensive income/(loss) that will not be
subsequently reclassified to profit or loss . . ... ... — — — — — 136 20
Changes in fair value of other equity instrument investment — — — — — 136 20
Other comprehensive income/(loss) that will be
subsequently reclassified to profit or loss .. ... ... (2,376) 1,808 204 30 (173) 59 9
Changes in fair value of available-for-sale financial assets (3,145) 2,400 (409) (60) (360) — —
Currency translation differences. . . .............. 769 (592) 613 89 187 59 9
Total comprehensive income attributable to:. . ... ... ... 15,128 43,806 72,443 10,553 51,332 30,810 4,488
Ordinary shareholders of the Company . ........... 13,267 41,004 66,078 9,625 46,141 27,940 4,070
Non-controlling interests . . .. ................. 1,861 2,802 6,365 927 5,191 2,870 418
Other Financial data
EBITDA . ... ... 49,581 100,648 154,799 22,549 105,456 64,992 9,467
EBITDA margin® . . . ... .................. 24.2% 33.3% 35.5% 35.5% 37.1% 32.3% 32.3%
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Notes:

(1)

(@)

EBITDA for any period is calculated as revenue less cost of sales, taxes and surcharges, selling expenses and administrative
expenses, and plus depreciation and amortization, land appreciation tax and capitalized interest in cost of sales. EBITDA is
not a standard measure under PRC GAAP. EBITDA is a widely used financial indicator of a company’s ability to service
and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows, net income or
any other measure of financial performance or as an indicator of our operating performance, liquidity, profitability or cash
flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that investors should
consider, among other things, the components of EBITDA such as sales and operating expenses and the amount by which
EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe it is a useful
supplement to cash flow data as a measure of our performance and our ability to generate cash flow from operations to
cover debt service and taxes. EBITDA presented herein may not be comparable to similarly titled measures presented by
other companies. Investors should not compare our EBITDA to EBITDA presented by other companies because not all
companies use the same definition. Investors should also note that EBITDA as presented herein may be calculated
differently from Consolidated EBITDA as defined and used in the Indentures governing the Notes. Interest expense excludes
amounts capitalized. See the sections entitled “Description of 2022 Notes — Definitions” and “Description of 2023 Notes
— Definitions” for a description of the manner in which Consolidated EBITDA is defined for purposes of the Indentures
governing the Notes.

EBITDA margin is calculated by dividing EBITDA by revenue.
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Statement of comprehensive income of the Parent Guarantor

Revenue . ........ ... . . ...
Cost of sales

Gross profit. . . ... .. ... ...
Fair value gains on investment properties. . .. ..........
Other gains, net. . . ........ ...
Other income . . . ... v
Selling and marketing costs . . ......... ... ... ...
Administrative eXpenses. . . . .. ... ...
Other operating eXpenses . . . ... ..........uuuo...

Impairment losses on financial assets ... .............

Operating profit. . . .. ........ ... .. ... ... ...
Finance costs, met . . .. ... ... ..

Share of profit of investments accounted for using equity

Fair value gains/(losses) on financial assets at fair value
through profit or loss. . . ...... ... ... .. ... ...
Profit before income tax. . .. ........ .. .. .. ... ...

Income tax expense . .. ........... ...

Profit/(loss) for the year. . ... ....... .. ..........

Other comprehensive income
(Item that may be reclassified to profit or loss)
Change in value of available-for-sale financial assets, net of tax

Currency translation differences. . .. .......... ... ...

(Item that may not be reclassified to profit or loss)
Change in fair value of financial assets at fair value through

other comprehensive income, net of tax .. ..........

Other comprehensive income for the period, net of tax .. ...
Total comprehensive income for the year. . ... ........

Profit/loss attributable to:
Shareholders of the Company . .. ..................

Non-controlling interests . . .. ....................

Total comprehensive income attributable to:
Shareholders of the Company . .. ..................
Non-controlling interests . ... ....................

Year ended December 31,

Six months ended June 30,

2016 2017 2018 2018 2019
RMB’000 RMB’000 RMB’000 US$°000 RMB’000 RMB’000 US$°000
(unaudited) (unaudited) (unaudited) (unaudited)

21,089,044 35,639,069 42,825,668 6,238,262 29,359,373 21,272,672 3,098,714
(15,261,509)  (24,963,279)  (31,147,801) (4,537,189)  (22,429,700)  (15,425,495) (2,246,977)
5,827,535 10,675,790 11,677,867 1,701,073 6,929,673 5,847,177 851,737
1,241,402 1,812,366 4,246,888 618,629 3,423,498 992,314 144,547
42,248 148,734 3,761,594 547,938 3,312,582 2,279.315 332,020
350,902 279,065 489,180 71,257 334,347 287,630 41,898
(1,459,150) (1,647,628) (1,321,191) (192,453) (695,755) (620,830) (90,434)
(2,990,877) (1,895,450) (2,310,080) (336,501) (954,265) (1,478,058) (215,303)
(331,853) (1,016,551) (726,387) (105,810) (486,928) (257,580) (37,521)
— — (101,160) (14,736) (7,710) (22,597) (3,292)
2,680,207 8,356,326 15,716,711 2,289,397 11,855,442 7,027,371 1,023,652
(812,492) (1,416,038) (3,354,035) (488,570) (977,557) (2,047,158) (298,202)
99,345 221,668 258,452 37,648 271,203 90,317 13,156
— — (46,310) (6,746) (43,548) 13,086 1,906
1,967,060 7,161,956 12,574,818 1,831,729 11,105,540 5,083,616 740,512
(2,306,181) (4,507,508) (6,391,536) (931,032) (4,540,041) (2,822,039) (411,076)
(339,121) 2,654,448 6,183,282 900,697 6,565,499 2,261,577 329,436
(27,681) 16,004 — — — — —
768,826 (592,309) 612,584 89,233 186,655 58,811 8,567
741,145 (576,305) 612,584 89,233 186,655 58,811 8,567
— — 39 6 543 (7,974) (1,162)
— — 612,623 89,239 187,198 50,837 6,398
402,024 2,078,143 6,795,905 989,935 6,752,697 2,312,414 336,841
(525,678) 2,816,446 5,680,155 827,408 6,242,996 2,177,620 317,206
186,557 (161,998) 503,127 73,289 322,503 83,957 12,230
(339,121) 2,654,448 6,183,282 900,697 6,565,499 2,261,577 329,436
215,467 2,240,141 6,292,778 916,646 6,430,194 2,228,457 324,611
186,557 (161,998) 503,127 73,289 322,503 83,957 12,230
402,024 2,078,143 6,795,905 989,935 6,752,697 2,312,414 336,841
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Summary Consolidated Balance Sheet Data

Consolidated Balance Sheet of the Company

As of December 31,

2016 2017 2018 As of June 30, 2019
RMB million RMB million RMB million US$ million RMB million US$ million
(unaudited) (unaudited) (unaudited)
ASSETS
Current assets
Cash at bank and on hand. . . ... ........ 275,191 266,748 175,078 25,503 217,708 31,713
Trading financial assets . .. ............ — — — — 187 27
Financial assets at fair value
through profit or loss. . .. ........... 3,076 2,772 919 134 —
Notes receivable . .. ................. 68 62 572 83 1,448 211
Accounts receivable. . . ... ... ... ...... 8,447 12,783 20,218 2,945 32,652 4,756
Prepayments. ... ................... 52,159 129,952 120,785 17,594 118,720 17,294
Interests receivable . .. ............... 281 119 — — — —
Other receivables. . . ................. 28,627 47,728 65,717 9,573 67,267 9,799
Inventories . . ... ......vuiii 647,097 896,405 1,008,134 146,851 1,077,995 157,028
Current portion of non-current assets . . . . . . 7,019 8,176 8,487 1,236 8,461 1,232
Other current assets . . . .. ............. 14,466 20,036 22,501 3,278 23,347 3,401
Total current assets . . . ................ 1,036,431 1,384,781 1,422,411 207,198 1,547,785 225,460
Non-current assets
Available-for-sale financial assets . ... .... 34,840 1,740 911 133 —
Long-term receivables . ... ............ 8,746 4,477 6,240 909 9,141 1,332
Long-term equity investments . . . ... ..... 727 2,624 16,522 2,407 15,753 2,295
Other equity instrument investments. . . . . . . — — — — 1,093 159
Investment properties. . ... ............ 130,196 145,588 155,638 22,671 154,958 22,572
Property, equipment and plant. . .. ....... 13,208 15,657 16,558 2,412 16,070 2,341
Construction in progress. . .. .. ......... 4,478 6,080 7,374 1,074 7,916 1,153
Intangible assets . .. ................. 5,138 5,271 5,303 772 5,337 7717
Goodwill .. ... ... .. 1,003 — — — — —
Long-term prepaid expenses . .. ......... 204 166 811 118 753 110
Deferred income tax assets .. ........... 3,809 3,649 3,285 479 3,906 569
Other non-current assets. . . .. .......... 1,358 29 508 74 225 33
Total non-current assets. . . . ............ 203,707 185,281 213,150 31,049 215,152 31,340
TOTAL ASSETS . . . ... ... ... ...... 1,240,138 1,570,062 1,635,561 238,246 1,762,937 256,801
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LIABILITIES AND OWNERS’ EQUITY

Current liabilities
Short-term borrowings . . . . ............
Notes payable. . .. ..................
Accounts payable .. .................
Advances from customers. . ............
Employee benefits payable . . .. .........
Taxes payable. . . .......... ... .. ....
Interests payable . . . .................
Dividends payable. ... ...............
Other payables . ....................
Current portion of non-current liabilities. . . .

Total current liabilities. . . . ... ..........

Non-current liabilities
Long-term borrowings . . .. ............
Corporate bonds . . ..................
Long-term payables. ... ..............
Deferred income tax liabilities. . . .. ... ...
Other non-current liabilities . .. .........
Total non-current liabilities . . .. .........
Total liabilities. . . ... ........ ... ... ...
Owners’ equity
Paid-in capital. . . . ... ... L.
Capital surplus . . ......... ... ... ...
Other comprehensive (loss)/income . ... ...
Statutory reserve . . ... ...
Currency translation differences. . . . ... ...
Retained earnings . . .................

Total equity attributable to ordinary
shareholders of the Company. .. .......
Non-controlling interests .. ............

Total owners’ equity . .................

TOTAL LIABILITIES AND OWNERS’
EQUITY. ... ...

As of December 31,

2016 2017 2018 As of June 30, 2019
RMB million RMB million RMB million US$ million RMB million US$ million
(unaudited) (unaudited) (unaudited)

88,706 133,178 100,465 14,634 122,572 17,855
43,675 64,414 139,849 20,371 158,807 23,133
132,457 172,773 235,143 34,252 267,756 39,003
183,404 244,054 168,352 24,523 122,481 17,841
1,411 1,821 2,170 316 1,245 181
34,954 65,180 111,229 16,202 127,797 18,616
9,758 2,367 — — — —
4,189 1,065 — — — —
114,710 71,204 78,574 11,446 93,161 13,570
80,754 215,495 191,795 27,938 191,579 27,907
694,018 971,551 1,027,577 149,683 1,085,398 158,106
332,137 267,927 201,264 29,317 215,291 31,361
47,005 17,380 36,189 5,272 53,770 7.832
41,345 4,288 — — — —
21,443 25,570 23,201 3,380 22,208 3,235
16,048 24,673 25,081 3,653 24,170 3,521
457,978 339,838 285,735 41,622 315,439 45,949
1,151,996 1,311,389 1,313,312 191,305 1,400,837 204,055
2,500 3,940 3,940 574 3,940 574

14 117,751 114,930 16,741 114,179 16,632
(2,320) (689) (308) (45) (113) (16)
42 195 1,970 287 1,970 287

— 177 — — — —
52,989 92,032 127,723 18,605 155,176 22,604
53,225 213,406 248,255 36,162 275,152 40,080
34,917 45,267 73,994 10,778 86,948 12,665
88,142 258,673 322,249 46,941 362,100 52,746
1,240,138 1,570,062 1,635,561 238,246 1,762,937 256,801
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Consolidated Balance Sheet of the Parent Guarantor

Year ended December 31,

Six months ended

2016 2017 2018 June 30, 2019
RMB’000 RMB’000 RMB’000 US$°000 RMB’000 US$°000
(unaudited) (unaudited) (unaudited)
ASSETS
Non-current assets
Property, plant and equipment. . .. ......... 5,350,906 5,933,364 5,118,044 745,527 5,139,907 748,712
Right-of-use assets .. .................. — — — — 2,938,993 428,113
Land use rights. . . ........ ... ... ..... 3,091,026 3,044,962 2,907,571 423,535 — —
Investment properties. . . ................ 27,192,835 30,185,920 31,229,963 4,549,157 30,461,844 4,437,268
Trade and other receivables . ............. 623,328 417,768 1,745,793 254,303 500,392 72,890
Prepayments. . ....................... 934,659 — — — — —
Intangible assets . . .. .................. 101,372 93,535 86,617 12,617 86,041 12,533
Investments accounted for using
the equity method . . . . ............... 1,943,657 4,469,748 10,672,914 1,554,685 10,670,038 1,554,266
Financial assets at fair value through other
comprehensive income. . .. ... ... ... ... — — 277,999 40,495 — —
Available-for-sale financial assets . .. ....... 551,544 549,672 — — — —
Deferred income tax assets . . ............. 150,914 235,526 267,233 38,927 222,032 32,343
39,940,241 44,930,495 52,306,134 7,619,247 50,019,247 7,286,125
Current assets
Inventories . . . ... ...... .. ... ... ... ... 33,717 1,864 — — — —
Properties under development . . .. ......... 113,607,621 127,619,184 109,721,319 15,982,712 110,186,070 16,050,411
Completed properties held for sale. .. ....... 15,960,912 18,446,149 17,422,034 2,537,805 19,359,461 2,820,023
Trade and other receivables . ............. 84,145,587 105,284,572 118,778,873 17,302,094 130,299,966 18,980,330
Contract COStS. . . . . oo — — 235,175 34,257 304,156 44,305
Prepayments. .. ................ ... .. 1,792,317 4,736,827 6,176,528 899,713 4,605,977 670,936
Income tax recoverable ... .............. 1,064,598 1,325,167 887,905 129,338 1,054,562 153,614
Financial assets at fair value through profit or
J0SS. o vt — — 237,626 34,614 186,653 27,189
Restricted cash . .. ........ ... ... ..... 7,294,305 4,137,217 3,441,958 501,378 2,694,574 392,509
Cash and cash equivalents . .............. 10,998,779 14,465,717 15,835,952 2,306,766 14,888,938 2,168,818
234,897,836 276,016,697 272,737,370 39,728,677 283,580,357 41,308,136
Total assets . . .. ..................... 274,838,077 320,947,192 325,043,504 47,347,925 333,599,604 48,594,261
EQUITY
Capital and reserves attributable to the
shareholder of the Company
Share capital. . .. ...... ... ... ... . ..., 66,962 66,962 66,962 9,754 66,962 9,754
Other reserves. . . ..................... (4,908,350) (7,708,604) (6,678,217) (972,792) (7,039,680) (1,025,445)
Retained earnings . .. .................. 3,014,558 5,636,249 10,517,756 1,532,084 12,647,949 1,842,382
(1,826,830) (2,005,393) 3,906,501 569,046 5,675,231 826,691
Non-controlling interests . . .............. 7,630,312 9,241,738 14,356,158 2,091,210 12,978,041 1,890,465
Total equity. . . . ..................... 5,803,482 7,236,345 18,262,659 2,660,256 18,653,272 2,717,155
LIABILITIES
Non-current liabilities
Borrowings. . . . ... 49,721,810 43,899,345 42,222,506 6,150,401 62,540,007 9,109,979
Other payables . .. .................... 9,115,190 — — — — —
Lease liabilities. . . ... ................. — — — — 45,872 6,682
Deferred income tax liabilities. . . ... ....... 19,923,033 20,814,368 18,756,979 2,732,262 17,638,853 2,569,389
78,760,033 64,713,713 60,979,485 8,882,664 80,224,732 11,686,050
Current liabilities
Borrowings. . ... ... 29,116,658 89,420,116 68,908,110 10,037,598 70,579,097 10,281,005
Lease liabilities. . . .. .................. — — — — 34,462 5,020
Trade and other payables . . .............. 125,349,033 114,322,444 137,334,004 20,004,953 128,836,841 18,767,202
Contract liabilities. . . . ................. — — 28,646,449 4,172,826 21,431,075 3,121,788
Receipt in advance from customers . ........ 31,125,930 36,312,907 — — — —
Current income tax liabilities ... .......... 4,682,941 8,941,667 10,912,797 1,589,628 13,840,125 2,016,042
190,274,562 248,997,134 245,801,360 35,805,005 234,721,600 34,191,056
Total liabilities. . . ... ........ ... ... ... 269,034,595 313,710,847 306,780,845 44,687,669 314,946,332 45,877,106
Total equity and liabilities . . . .. ......... 274,838,077 320,947,192 325,043,504 47,347,925 333,599,604 48,594,261
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RISK FACTORS

You should carefully consider the risks and uncertainties described below and other information
contained in this offering memorandum before making an investment decision. The risks and
uncertainties described below may not be the only ones that we face. Additional risks and uncertainties
that we are not aware of or that we currently believe are immaterial may also adversely affect our
business, financial condition and/or results of operations. If any of the possible events described below
occur, our business, financial condition or results of operations could be materially and adversely
affected. In any such case, we may not be able to satisfy our obligations under the Notes, and you could
lose all or part of your investment.

Risks Relating to Our Business

Our business is subject to extensive governmental regulation and, in particular, we are
susceptible to policy changes in the PRC property sector.

Our business is subject to extensive governmental regulation. As with other PRC property
developers, we must comply with various requirements mandated by the PRC laws and regulations,
including the policies and procedures established by local authorities designed to implement such laws
and regulations. In particular, the PRC government exerts considerable direct and indirect influence on
the development of the PRC property sector by imposing industry policies and other economic measures,
such as control over the supply of land for property development, control of foreign exchange, property
financing, taxation and foreign investment. Through these policies and measures, the PRC government
may restrict or reduce land available for property development, raise benchmark interest rates of
commercial banks, place additional limitations on the ability of commercial banks to make loans to
property developers and property purchasers, and impose additional taxes and levies on property sales
and restrict foreign investment in the PRC property sector. Many of the property industry policies
carried out by the PRC government are unprecedented and are expected to be refined and improved over
time. Other political, economic and social factors may also lead to further adjustments and changes of
such policies. As the residential property prices in certain cities in China rose rapidly in recent years, in
order to prevent the overheating of the property market and the possible formation of a speculative
bubble, the PRC government introduced a series of regulatory measures in an effort to stabilize the real
estate market and facilitate its sustainable development, including raising the down payment ratio and
residential mortgage loan interest rate, limiting the number of houses that a single household may
purchase, increasing the supply of affordable housing to low- and middle-income families, increasing the
supply of public housing to targeted populations, restricting foreign investments in properties in China,
abolishing the preferential business tax treatment on transfer of ordinary housing within five years and
launching new property tax schemes in certain cities. Recently, the property market in the PRC has
witnessed signs of a slowdown, with some developers reported to have lowered prices in order to
stimulate sales and some local governments reported to have relaxed property purchase restrictions
previously imposed as cooling measures to help boost demand. We cannot assure you that the PRC
government will not adopt additional and more stringent industry policies, regulations and measures in
the future. For instance, the PRC government has reformed regulations replacing the business tax
regime, which is levied on the total revenue of the company, with a value-added tax system, which
assesses increments of new value created by the company, for the real estate sector in 2016 as part of
China’s major overhaul of its tax structure. In addition, the PRC government may impose a countrywide
real estate tax in the future. We are not sure when or whether such tax reforms will be imposed and
neither can we assess the adverse impact of such new tax policies on our business operations and
financial results. If we fail to adapt our operations to such new policies, regulations and measures that
may come into effect from time to time, our business prospects, results of operations and financial
condition may be materially and adversely affected.

You should read the various risk factors under the section entitled “— Risks Relating to the

Property Industry in China” below for more risks and uncertainties relating to the extensive PRC
regulations.
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We are highly dependent on the performance of the residential property markets in China,
particularly in the regions where we have or will have operations.

Our business and prospects depend on the performance of the PRC residential property markets.
Any housing market downturn in China generally or in the regions where we operate could adversely
affect our business, results of operations and financial condition. For the six months ended June 30,
2019, our revenue was RMB201,189 million, which decreased from RMB284,209 million for the same
period in 2018. Please see ‘“Selected Consolidated Financial and Other Data — Management’s
Discussion and Analysis for the Six Months Ended June 30, 2019” for more details. As of June 30,
2019, we had 828 properties under development or held for future development across China located in
232 cities. As of June 30, 2019, based on our GFA under development or held for future development,
Shandong Province and Guangdong Province constituted our largest two regional property markets in
China. Over-concentration of our properties under development within any particular city or region, such
as Shandong Province and Guangdong Province, during any protracted period of time may expose us to
more regional risks. Any adverse developments in regional economies where we have significant
operations could have a material adverse effect on our results of operations and financial condition.

The market experienced fluctuations in property prices during the past few years. There have been
increasing concerns over housing affordability and sustainability of market growth. In addition, demand
for properties in China has been adversely affected and will continue to be so affected by the macro-
economic control measures implemented by the PRC government and the recent and potential future
global economic downturns. You may find more detailed risk factors relating to the PRC government
control measures in the property sector in the section entitled “— Risks Relating to the Property
Industry in China,” especially under “— The PRC government may adopt further measures to slow
down growth in the property sector.” We cannot assure you that the demand for new residential
properties in geographical locations where we have or will have operations will continue to grow in the
future or that there will not be over-development or market downturn in the domestic residential
property sector. Any such adverse development and the ensuing decline in property sales or decrease in
property prices in China may materially and adversely affect our business and financial condition.

tE)

We may be adversely affected by fluctuations in the global economy and financial markets.

The global financial markets have been affected by a general slowdown of economic growth
globally, resulting in substantial volatility in global financial markets and tightening of liquidity in
global credit markets. Since 2011, the tightening monetary policies and high inflation in the PRC, global
economic uncertainties and the euro zone sovereign debt crisis have resulted in adverse market
conditions and increased volatility in the PRC and overseas financial markets. While it is difficult to
predict how long these conditions will exist and the extent to which we may be affected, these
developments may continue to present risks to our business operations for an extended period of time,
including increase in interest expenses on our bank borrowings, or reduction in the amount of banking
facilities currently available to us. In June 2016, the United Kingdom held a remain-or-leave referendum
on its membership within the European Union, the result of which favored the exit of the United
Kingdom from the European Union (“Brexit”). A process of negotiation will determine the future terms
of the United Kingdom’s relationship with the European Union, as well as whether the United Kingdom
will be able to continue to benefit from the European Union’s free trade and similar agreements. Given
the lack of precedent, it is unclear how Brexit would affect the fiscal, monetary and regulatory
landscape within the United Kingdom, the European Union and globally. This event has resulted in a
downgrade of the credit ratings of the United Kingdom and the uncertainty before, during and after the
period of negotiation may also create a negative economic impact and increase volatility in global
markets.

The outlook for the world economy and financial markets remains uncertain. In Europe, several
countries are facing difficulties in refinancing sovereign debt. In the United States, the unemployment
rate remains relatively high. In Asia and other emerging markets, some countries are expecting
increasing inflationary pressure as a consequence of liberal monetary policy or excessive foreign fund
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inflow and outflow, or both. In the Middle East, Eastern Europe and Africa, political unrest in various
countries has resulted in economic instability and uncertainty. China’s economic growth may also slow
down due to weakened exports as well as recent developments surrounding the trade war with the
United States. Starting in April 2018, the United States imposed tariffs on various categories of imports
from China, and the PRC responded with similarly sized tariffs on United States’ products. While China
and the United States reached a phase one trade deal in January 2020, the amicable resolution of such a
trade war remains elusive, and the lasting impacts any trade war may have on the PRC economy and the
industries our clients operate in remain uncertain.

These and other issues resulting from the global economic slowdown or uncertainty and financial
market turmoil have adversely affected, and may continue adversely affecting, homeowners and potential
property purchasers, which may lead to a decline in the general demand for our products and erosion of
their sale prices. In addition, any further tightening of liquidity in the global financial markets may
negatively affect our access to capital and liquidity. Therefore, if the global economic slowdown and
turmoil in the financial markets continue, our business, financial condition and results of operations may
be adversely affected.

We face risks associated with the Proposed Reorganization and Strategic Investments.

In 2016, China Evergrande Group, our ultimate controlling shareholder, announced the Proposed
Reorganization and related Strategic Investments. For more information see ‘“Summary — Proposed
Reorganization and Strategic Investments.” We cannot assure you that China Evergrande Group will be
able to successfully complete the Proposed Reorganization or that the Proposed Reorganization and
Strategic Investments will perform as planned or prove to be beneficial to China Evergrande Group
operations and cash flow. In the event that the Proposed Reorganization does not occur or fails to obtain
government approval, or the Strategic Investments fails to benefit China Evergrande Group, China
Evergrande Group’s operations and financial condition may be materially and adversely affected, which
in turn may have a material adverse effect on our operation and financial condition. In addition, if the
Proposed Reorganization does not proceed as anticipated, we may not be able to establish a listing
platform in the PRC within the planned timeframe, which may further limit our source and flexibility of
financing in the short term and affect the implementation of our business strategies. Each of these
factors may have a material effect on our business, results of operations, financial condition and
prospect.

If we are unable to comply with the restrictions and covenants in our debt agreements or the
Existing Indentures, there could be a default under the terms of these agreements or the
Existing Indentures, which could cause repayment of our debt to be accelerated.

If we are unable to comply with the restrictions and covenants in the Existing Indentures or our
current or future debt obligations and other agreements, there could be a default under the terms of these
agreements. For example, some of the instruments in which the Company is a guarantor require the
lending bank’s prior consent before the Company can pledge or dispose of part or all of its material
assets. We believe that we have obtained all necessary consents for pledging or disposing of our
material assets, but we cannot assure you that the lending banks will have the same view. In the event of
a default under these agreements, the holders of the debt could terminate their commitments to lend to
us, accelerate repayment of the debt and declare all outstanding amounts due and payable or terminate
the agreements, as the case may be. Furthermore, some of our debt agreements, including the Existing
Indentures, contain cross-acceleration or cross-default provisions. As a result, our default under one debt
agreement may cause the acceleration of repayment of not only such debt but also other debt, including
the Notes or the Existing Notes, or result in a default under our other debt agreements, including the
Existing Indentures and certain other loan agreements containing cross-default provisions. From time to
time, we may have defaulted under certain of our facilities, which may in turn trigger the cross-default
provisions under our other facilities, and we may be required to work with our lenders to obtain
consents and waivers with respect to these defaults and cross-defaults. We cannot assure you that a
default or cross-default will not exist at any time or can be cured on time or at all. If any cross-default
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is triggered or any of the other defaults occurs and the relevant indebtedness is accelerated, which may
in turn cause an acceleration of repayment of the Notes and the Existing Notes, we cannot assure you
that our assets and cash flow would be sufficient to repay in full all of our indebtedness, or that we
would be able to find alternative financing. Even if we could obtain alternative financing, we cannot
assure you that it would be on terms that are favorable or acceptable to us.

We have substantial indebtedness and a deterioration of our cash flow position could materially
and adversely affect our ability to service our indebtedness and to continue our operations.

We maintain a significant level of indebtedness to finance our operations. As of December 31,
2016, 2017 and 2018 and June 30, 2019, our aggregate outstanding borrowings were RMB541.9 billion,
RMB621.4 billion, RMB523.9 billion (US$76.3 billion) and RMB579.1 billion (US$84.4 billion),
respectively. Our total borrowings described above do not include our guarantees or indemnity
obligations in respect of mortgage facilities for certain purchasers of our property units of approximately
RMB247.7 billion, RMB339.1 billion, RMB402.4 billion (US$58.6 billion) and RMB406.1 billion
(US$59.2 billion) as of December 31, 2016, 2017 and 2018 and June 30, 2019, respectively.
Furthermore, our total borrowings do not include our guarantees for borrowings of independent third
parties having continuous business relationship with us, which is approximately RMB23.3 billion,
RMBO.1 billion, RMB15.5 billion (US$2.3 billion) and RMBI12.3 billion (US$1.8 billion) as of
December 31, 2016, 2017 and 2018 and June 30, 2019, respectively. Out of our total borrowings of
RMB579.1 billion (US$84.4 billion) as of June 30, 2019, RMB310.1 billion (US$45.2 billion) was due
within a period not exceeding one year, approximately RMB266.4 billion (US$38.8 billion) was due
within a period of more than one year but not exceeding five years, and approximately RMB2.6 billion
(US$0.4 billion) was due within a period of more than five years. We have incurred and will continue to
incur a significant amount of interest expense in relation to our bank and other borrowings, the Existing
Notes, the Notes and other financing arrangements. Most of this interest expense has been or will be
capitalized as a part of the properties under development rather than being recorded as expense in our
income statement upon their incurrence. Accordingly, such capitalized interest expenses may adversely
affect our gross profit margin upon recognition of the sales of the relevant properties in future periods.

We recorded net operating cash outflow for the years ended December 31, 2016 and 2017. We
recorded net operating cash inflow of RMB134.7 billion and RMB3.3 billion for the year ended
December 31, 2018 and for the six months ended June 30, 2019, respectively. However, the PRC
governmental policies in the property sector will continue to exert pressure on our operating cash flow.
The PRC government requires that a land grant contract be entered into within 10 working days after the
closing of the land grant, and that the down-payment of 50% of the land premium be paid within one
month of signing the land grant contract, with the remaining to be paid in full according to the terms
and conditions of the land grant contract and under all circumstances within one year of the date of land
grant contract. We cannot assure you that we will be able to generate sufficient cash flow from
operations to support the repayment of our current indebtedness. Some of our financing arrangements
also contain provisions that the relevant lender has an overriding right to demand repayment at any time.
If we are unable to make scheduled payments in connection with our debt and other fixed payment
obligations as they become due or upon the demand of the relevant lenders before the due date of the
relevant financing arrangements, we may need to renegotiate the terms and conditions of such
obligations or to obtain additional equity or debt financing. We cannot assure you that our renegotiation
efforts would be successful or timely or that we would be able to refinance our obligations on
acceptable terms or at all. If financial institutions decline to lend additional funds to us or to refinance
our existing loans when they mature as a result of our credit risk and we fail to raise financing through
other means, our financial condition, cash flow position and our business prospects may be materially
and adversely affected.

In addition, some of our financing arrangements contain provisions that may not work to our

advantage if we encounter difficulties in servicing our debt obligations. For example, the Existing
Indentures define “events of default” in a broad manner and contain cross-default provisions that will
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make a default under one debt a default under the other debt, including the Notes. You may find
additional information relating to “events of default” under the Notes in the sections entitled
“Description of 2022 Notes” and “Description of 2023 Notes.”

We cannot assure you that we will be able to maintain the relevant financial ratios under our
financing agreements from time to time and that we will not default. If we are unable to obtain
forbearance or waiver arrangements with the relevant lenders and upon occurrence of any default, event
of default or cross-default in the future, this could lead to, among other things, an acceleration of our
debt obligations, which could in turn have a material adverse effect on our financial condition. See “—
If we are unable to comply with the restrictions and covenants in our debt agreements or the Existing
Indentures, there could be a default under the terms of these agreements or the Existing Indentures,

which could cause repayment of our debt to be accelerated.”

We rely principally on dividends paid by, and guarantees or security provided by, our
subsidiaries to fund our cash and financing requirements, and any limitation on the ability of
our PRC subsidiaries to pay dividends to us or provide guarantees or security for our benefit
could have a material adverse effect on our ability to conduct our business.

We are a holding company and rely principally on dividends paid by our subsidiaries for cash
requirements, including the funds necessary to service any debt we incur and to pay any dividend we
declare. If any of our subsidiaries incurs debt in its own name, the instruments governing the debt may
restrict dividends or other distributions on its equity interest to us. Currently, some of the instruments
governing the debt for our PRC subsidiaries contain restrictions that require our PRC subsidiaries to
obtain the lending banks’ approval prior to distributing any dividends. Such restrictions may adversely
affect the calculation of our Consolidated EBITDA, and in turn our ability to undertake additional
financing, investment or other transactions under the terms of the Notes. In addition, the shares and
assets, including dividends derived from these shares, of certain of our subsidiaries are pledged to secure
some of our indebtedness. Furthermore, applicable PRC laws, rules and regulations permit payment of
dividends by our PRC subsidiaries on a combined basis only out of their retained earnings, if any,
determined in accordance with the PRC accounting standards.

Our PRC subsidiaries are required to set aside a certain percentage of their after-tax profit based
on the PRC accounting standards each year for their reserve fund in accordance with the requirements of
relevant laws and provisions in their respective articles of associations. As a result, our PRC subsidiaries
combined may be restricted in their ability to transfer any portion of their net income to us whether in
the form of dividends, loans or advances. Any limitation on the ability of our subsidiaries to pay
dividends to us could materially and adversely limit our ability to grow, make investments or
acquisitions that could be beneficial to our businesses, pay dividends, service our debts or otherwise
fund and conduct our business. Under the PRC Enterprise Income Tax Law and its implementation
regulations, PRC income tax at the rate of 10% is applicable to dividends paid by PRC enterprises from
their earnings derived since January 1, 2008 to ‘“‘non-resident enterprises” (non-PRC enterprises that do
not have an establishment or place of business in China, or that have such establishment or place of
business but the relevant income is not effectively connected with such establishment or place of
business) subject to any lower withholding tax rate as may be contained in any applicable income tax
treaty or agreement that China has entered into with the government of the jurisdiction where such
“non-resident enterprises” were incorporated. Provided that we or our non-PRC subsidiaries are
considered “non-resident enterprises” under the PRC tax law, any dividend that we or any such non-
PRC subsidiary receive from our PRC subsidiaries will be subject to PRC taxation at the 10% rate
unless any lower treaty rate is applicable.

We may not have adequate financing to fund our land acquisitions and property developments.
Property development is capital intensive. We have financed our property projects primarily

through our shareholders’ contributions, bank and other borrowings, pre-sale proceeds of properties
under development, proceeds from the sale of completed properties, funds raised from the capital
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markets such as our issuance of the Existing Notes and share placements. Our ability to obtain adequate
financing for land acquisition and property development on terms which will allow us to achieve a
reasonable return is dependent on a number of factors that are beyond our control, such as general
economic conditions, our financial strength and performance, credit availability from financial
institutions, cost of borrowing, as well as monetary policies in China and PRC regulations relating to
the property sector. We cannot assure you that we will always be able to meet our sales target or the
PRC government will not limit our access to capital, our flexibility and ability to use bank loans or
other forms of financing to finance our property development. In November 2009, the PRC government
raised the minimum down-payment of land premium to 50%. In March 2010, the PRC government
further tightened this requirement by setting the minimum land premium at no less than 70% of the
prevailing price at the locality of the land parcel granted, and the bidding deposit at not less than 20%
of such minimum land premium. Currently, the PRC government requires that a land grant contract must
be entered into within 10 working days after the closing of the land grant, and the down-payment of
50% of the land premium must be paid within one month of signing the land grant contract, with the
remaining to be paid in full within one year of the date of the land grant contract. Such change in policy
may constrain our cash otherwise available for additional land acquisition and construction. The PRC
government could also introduce other initiatives that may further limit our access to capital, and/or
consequently reduce our flexibility and ability to use bank loans or other forms of financing to finance
our acquisitions and property developments, such as restricting the grant or extension of revolving credit
facilities to property developers that hold a large amount of idle land and vacant commodity properties,
prohibiting commercial banks from taking commodity properties that have been vacant for more than
three years as security for mortgage loans, and forbidding property developers from using borrowings
obtained from any local banks to fund property developments outside that local region. In addition, in
April 2010, the State Council of the PRC (" #E A RILAIE B FE), or the State Council, issued the
Notice on Resolutely Curbing the Excessive Hike of Property Prices in Some Cities [ B B i B2 P
28 1l B4 W B A A AR EERAYAEEN), which mandates that developers who hold idle land or speculate
in land will not be granted bank loans for the development of new property projects. In September 2010,
People’s Bank of China (*F[E AR 4R17), the central bank of China, or the PBOC, and China Banking
Regulatory Commission (H'EI$R1T BB E M Z B ), or the CBRC, jointly issued a notice to prohibit
banks from lending to any property developer for its new projects or renewal of its existing loans if such
developer has a track record of maintaining idle land, changing the use and nature of land without
proper approval, delaying the construction commencement or completion date, hoarding properties or
other non-compliance. On May 8, 2019, the China Banking and Insurance Regulatory Commission ('
B ERAT PR e B B 22 B ), or the CBIRC, issued the Notice on Launching the Work of Consolidating
the Achievements in Rectification of Chaotic Practices and Promoting the Compliance Construction
Crp [ SR AR B B B B ENR AL SRR M G s TAER %), which  prohibited  trust
institutions from providing financing for land acquisitions or granting working capital loans to property
developers directly or in disguised form. We cannot assure you that we will be able to secure adequate
financing to fund our land acquisitions (including any unpaid land premium for past acquisitions), to
finance our project construction or to renew our existing credit facilities prior to their expiration. If we
are unable to secure adequate financing, or if the PRC government adopts further restrictive credit
policies in the future, this may materially and adversely affect our business, financial condition and
results of operations.

Changes in interest rates may increase our financing costs.

Changes in interest rates have affected and will continue to affect our financing costs and,
ultimately, our results of operations. The benchmark one-year bank lending rates published by the PBOC
as of December 31, 2016, 2017 and 2018 and June 30, 2019 were 4.35%, 4.35%, 4.35% and 4.35%,
respectively. Interest expenses of borrowings we incurred in the years ended December 31, 2016, 2017
and 2018 and June 30, 2019 were RMB4,079 million, RMB4,502 million, RMB4,839 million (US$704.9
million) and RMB2,439 million (US$355.4 million), respectively. On July 20, 2013, pursuant to the
Notice on Further Promoting the Market-oriented Interest Rate Reform [ A F4R1T B i 4 — 25 i it
FIZR T 5L B 4 A1), the PBOC abolished the regulation of the benchmark lending rates for
financial institutions and began allowing lending rates to be determined by financial institutions
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pursuant to market principles. We cannot assure you that financial institutions will not raise lending
rates or that interest rates for U.S. dollar loans will not fluctuate significantly, and we cannot assure you
that the PBOC will not take more stringent measures to increase the rates in the future. We have also
not hedged against any of our interest rate exposure. Any further increase in these rates will increase our
financing cost and may materially and adversely affect our business, financial condition and results of
operations.

We may not always be able to obtain land reserves that are suitable for our future property
development.

We derive our revenue principally from the sale of properties that we have developed. To have a
steady stream of developed properties available for sale and continuous growth in the long term, we
need to replenish and increase our land reserves that are suitable for development. We acquire land
primarily through government-organized auction and the listing-for-sale process, and by acquiring equity
interests in project companies that hold land use rights and by participating in the PRC government’s
redevelopment policies programs. Our ability to identify and acquire suitable development sites is
subject to a number of factors, some of which are beyond our control, such as the overall economic
conditions, our effectiveness in identifying and acquiring land parcels suitable for development and
competition for such land parcels. The availability of substantially all of the land in China is controlled
by the PRC government. Thus the PRC government’s land policies have a direct impact on our ability to
acquire land use rights for development and our costs of acquisition. In recent years, the PRC central
and local governments have implemented various measures to regulate the means by which property
developers obtain land for property development. The PRC government also controls land supply
through zoning, land usage regulations and other means. All these measures further intensify the
competition for land in China among property developers.

In March 2010, the PRC Ministry of Land and Resources issued the Circular on Strengthening
Real Estate Land Supply and Supervision <P 5 b e i b 2k e 0 85 87 A BR R RE A 48 ), under
which the minimum price for a given land transfer is required to be equal to at least 70% of the
benchmark price for land in the surrounding locality and the bidding deposit for such land transfer is
required to be equal to at least 20% of the applicable minimum transfer price. Property developers are
also required to pay 50% of the land premium (including any deposits previously paid) as a down-
payment within one month of signing a land grant contract and pay the remaining land premium in full
within one year from the date of the land grant contract. In addition, in September 2010, the PRC
Ministry of Housing and Urban-Rural Development ("3 A R A1 B {E 75 A3 40 i3 5% 5), formerly
known as PRC Ministry of Construction (H'#E A AN B # 5% %K), or MOHURD, issued the Notice On
Further Strengthening the Administration and Control of Real Estate Land and Construction B #E—
2 05 s b 2 ) B RN R B A PR 2 B 4 K1), which stipulates, among other things, that the planning and
construction conditions and land use standards should be specified when a parcel of land is to be
granted, and the restrictions on the area of any parcel of land granted for commodity properties should
be strictly implemented. The development and construction of large low-density residential properties
should be strictly restricted, and the plot ratio for residential land is required to be more than 1.0. In
addition, a property developer and its shareholders will be prohibited from participating in any bidding
to acquire additional land until any illegal behavior in which it has engaged, such as leaving its land idle
for more than one year, has been completely rectified.

On June 1, 2012, the Ministry of Land and Resources promulgated the revised Measures on the
Disposal of Idle Land <[] & 1 Hij& & H#¥i%), which provide that, if any land parcel constitutes “idle
land” due to government-related action, the holder of the relevant land use rights is required to explain
to the relevant municipality or county-level land administrative department(s) the reasons for the land
becoming idle, consult the relevant governmental authorities and rectify the situation accordingly.

The means of rectification include the extension of the period permitted for commencing

development, the adjustment of the land use and planning conditions, and the substitution of the relevant
idle land parcels with other land parcels.
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On November 5, 2012, the Ministry of Land and Resources, the PRC Ministry of Finance, the
PBOC and the CBRC jointly promulgated the Notice on Strengthening Land Reserves and Financing
Administration B N5 + dh {5 BL RS FRAYME ) in order  to  strengthen  land  bank
administration, determine the reasonable scale and structure of land bank, strengthen the administration
of land pre-development, reservation and protection, and regulate the financing of land reservation and
the use of land reservation funds.

On February 2, 2016, the Ministry of Land and Resources, the MOF, the PBOC and the CBRC
jointly promulgated the Circular on Issues Concerning the Standardization of Land Reserve and Fund

Management < [B 7 B 1 b 5t 44 A0 <0 5 BRAEAH B B A8 0) in order to further standardize land
reserve behaviors and adjust financing methods for land reservation.

On April 1, 2017, the Ministry of Land and Resources and the Ministry of Housing and Urban-
Rural Development jointly promulgated the Circular on Recently Tightening the Management and
Control over Residential Properties and Land Supply <[ Jiss 27 594 55 K F b £ 188 457 340 R 38 122 A 4
TAERIFEZNY, which stipulated, among other things, (i) the scale, structure and time sequence of
housing land supply will be adjusted in due time according to the commercial housing inventory cycle,
and the supply of land (a) with the inventory cycle of more than 36 months shall be suspended, (b) with
the inventory cycle of 18 to 36 months shall be reduced, (c) with the inventory cycle of six to 12
months shall be increased, and (d) with the inventory cycle of less than six months shall be increased
and accelerated; (ii) the local authority will build a fund inspection system to ensure that the real estate
developers use own legal funds to acquire land use right; and (iii) the local bidding system of the land
use right shall be determined in a flexible manner, according to the local actual status and specific
conditions of land.

The implementation of these regulations may increase land transfer prices and require property
developers to maintain a higher level of working capital.

If we fail to acquire sufficient land reserves suitable for development in a timely manner and at
acceptable prices, our prospects and competitive position may be adversely affected and our business
strategies, growth potential and performance may be materially and adversely affected.

We may forfeit land to the PRC government if we fail to comply with the terms of the land grant
contracts.

Under PRC laws, if we fail to develop a property project according to the terms of the land grant
contract, including those relating to the payment of land premium, demolishment and resettlement costs
and other fees, specified usage of the land and the time for commencement and completion of the
property development, the PRC government may issue a warning, impose a penalty and/or liquidated
damages, and/or order us to forfeit the land. Under the current PRC laws and regulations, if we fail to
pay any outstanding land premium by the stipulated deadline, we may be subject to a late payment
penalty calculated on a per-day basis. As of June 30, 2019, we had outstanding land premiums with
respect to a small number of projects which we had not paid based on the underlying land grant
contracts. We have obtained the relevant local governments’ approvals to either extend the payment of
the outstanding land premiums or pay such outstanding land premiums in installments, except for
several projects that we are in discussions with the relevant local governments regarding their potential
re-zoning plans. We cannot assure you that we will be able to secure similar government approvals if we
fail to pay land premiums in the future. Currently, the PRC government requires that a land grant
contract must be entered into within 10 working days after the closing of the land grant, and the down-
payment of 50% of the land premium must be paid within one month of signing the land grant contract,
with the remaining to be paid in full within one year of the date of land grant contract. Such policies
may materially and adversely affect our ability to make timely payment of land premiums.
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In addition, if we fail to commence development of a property project within the stipulated period
as required under the current PRC laws without the approval from the relevant PRC land authorities, the
relevant PRC land bureau may serve a warning notice on us and impose idle land fees up to 20% of the
land premium unless such failure is caused by a government action or a force majeure event. The Notice
on Promoting Economization of Land Use (B {EAERTZ LA AHAYMEA)  issued by the State
Council in January 2008 further confirmed the idle land fee at 20% of the land premium. If we fail to
commence such development for more than two years, the land is subject to forfeiture to the PRC
government unless the delay in development is caused by government actions or force majeure. Even if
the commencement of the land development complies with the land grant contract, if the developed GFA
on the land is less than one-third of the total GFA of the project or if the total capital expenditure is less
than 25% of the total investment of the project and the suspension of the development of the land is
more than one year without government approval, the land will still be treated as idle land. Furthermore,
the Ministry of Land and Resources issued a Notice on Restricting the Administration of Construction
Land and Promoting the Use of Approved Land [ Bk f sl A 145 SR AL 11 R A - Hb 1) Y A9
A1) in August 2009, which reiterates the current rules regarding idle land. In September 2010, the
Ministry of Land and Resources and the MOHURD jointly issued the Notice On Further Strengthening
the Administration and Control of Real Estate Land and Construction [ #E— 25 Jin 5 5 Hi 2 ) A
A P EER AT, which provides that a property developer and its shareholders will be prohibited
from participating in land bidding before any illegal behavior in which it engages, such as (1) having
land idle for more than one year due to its own reasons; (2) illegal transfer of land use rights; (3)
noncompliance with the land development requirements specified in a land grant contract; and (4) crimes
such as taking land by forging official documents and illegal land speculation, has been completely
rectified. We cannot assure you that circumstances leading to imposition of penalty, liquidated damages
or forfeiture of our land will not arise in the future. If we are required to pay substantial idle land fees,
our results of operations and our reputation may be adversely affected. If we forfeit land, we will not
only lose the opportunity to develop the property projects on such land, but may also lose all our
investments in the land, including land premiums paid and development costs incurred.

We are exposed to pre-sale related contractual and legal risks.

We make certain undertakings in our pre-sale contracts. These pre-sale contracts and PRC laws and
regulations provide for remedies with respect to any breach of such undertakings. For example, if we
pre-sell a property project and we fail to complete that property project, we will be liable to the
purchasers for their losses. Should we fail to complete a pre-sold property project on time, our
purchasers may seek compensation for late delivery pursuant to either their contracts with us or PRC
laws and regulations. If our delay extends beyond a specified period, our purchasers may terminate the
pre-sale contracts and claim compensation. We cannot assure you that we will not experience delays in
completion and delivery of our projects, which may have a material adverse effect on our business,
financial condition and results of operations.

Our business will be adversely affected if mortgage financing becomes more costly or otherwise
less attractive or available.

Substantially all of the purchasers of our residential properties rely on mortgages to fund their
purchases. An increase in interest rates may significantly increase the cost of mortgage financing and
affect the affordability of residential properties. In addition, the PRC government and commercial banks
may increase the down-payment requirements, impose other conditions or otherwise change the
regulatory framework in a manner that would make mortgage financing unavailable or unattractive or
less available or less attractive to potential property purchasers.

Over the years, the PRC government has promulgated a range of laws, regulations and government
policies regarding mortgage financing as a means to regulate the PRC property market. While the intent
of these has generally been to reduce perceived speculation in the property market, during the global
financial crisis the PRC government implemented a number of measures designed to stimulate the
economy, including lowering the down payment requirements for purchasing residential properties and
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PBOC benchmark bank lending rates. However, since the fourth quarter of 2009, the PRC government
has again enacted policies intended to restrain property purchases for investment or speculation purposes
and to keep property prices from rising too quickly. Measures include requiring and adjusting the
minimum down payment for the acquisition of residential properties, requiring and adjusting the
minimum mortgage loan interest rate for purchases of residential properties, requiring commercial banks
to suspend mortgage loans to customers for purchase of multiple residential properties.

For commercial property buyers, PRC banks are not allowed to finance the purchase of any pre-
sold properties. The minimum down-payment for commercial property buyers has been increased to 50%
of the purchase price, with minimum mortgage loan interest rates at 110% of the relevant PBOC
benchmark one-year bank lending interest rate and maximum maturities of no more than 10 years. In
addition, mortgagee banks may not lend to any individual borrower if the monthly repayment of the
anticipated mortgage loan would exceed 50% of the individual borrower’s monthly income or if the total
debt service of the individual borrower would exceed 55% of such individual’s monthly income. Since
2013, as a result of foregoing factors, PRC banks have generally tightened mortgage lending, which had
affected the demand in the property market in general. Since September 2016, certain local governments
including without limitation Beijing, Shanghai, Guangzhou, Shenzhen, Tianjin, Suzhou, Zhengzhou,
Wuxi, Hefei, Wuhan, Nanjing, Fuzhou, Foshan, Dongguan, Huizhou and Hangzhou have issued new
property market control policies, including restoring or strengthening the restriction on purchases of
residential properties and tightening credit policy. Our business, financial condition and results of
operations may therefore be adversely affected. Property purchasers in the PRC have been and will
continue to be affected by these regulations and their amendments as may be made thereto from time to
time.

We cannot assure you that the PRC government will not further increase down payment
requirements, impose other conditions or otherwise change the regulatory framework in a manner that
would make mortgage financing unavailable or unattractive to potential property purchasers. Nor can we
assure you that such regulatory changes would not adversely affect our business, financial condition and
results of operations.

In addition, in line with industry practice, we provide guarantees to banks for mortgages they offer
to our purchasers up until the relevant property and the individual property ownership certificates with
respect to the relevant properties are issued to our purchasers and the mortgage registrations for the
relevant properties have been completed. If there are changes in laws, regulations, policies and practices
that would prohibit property developers from providing guarantees to banks in respect of mortgages
offered to property purchasers and the banks would not accept any alternative guarantees by third
parties, or if no third party is available or willing in the market to provide such guarantees, it may
become more difficult for property purchasers to obtain mortgages from banks and other financial
institutions during sales and pre-sales of our properties. Such difficulties in financing could result in a
substantially lower rate of sale and pre-sale of our properties, which would materially and adversely
affect our cash flow, financial condition and results of operations.

Intensified competition might adversely affect our business and our financial position.

In recent years, many property developers, including overseas developers and State-owned
developers have aggressively competed in the PRC property development market, including in
Guangdong Province and other regions of China where we have operations. Competition among
property developers may cause an increase in land premiums and raw material costs, shortages in quality
construction contractors, a surplus in property supply leading to decreasing property prices, further
delays in the issue of government approvals and higher costs to attract or retain talented employees.

Moreover, residential property markets across China are influenced by various other factors,
including changes in economic conditions, banking practices and consumer sentiment. If we fail to
compete effectively or to adapt to the changes in market conditions, our business operations and
financial condition will be materially and adversely affected.
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Potential liability for environmental damages could result in substantial outflow of our
resources.

We are subject to a variety of laws and regulations concerning the protection of health and
environment. The particular environmental laws and regulations that apply to any given project
development site vary according to the site’s location, the site’s environmental condition, the present and
former uses of the site, as well as adjoining properties. Efforts taken to comply with environmental laws
and regulations or address issues raised during environmental audits may result in delays in
development, cause us to incur substantial compliance costs and can prohibit or severely restrict project
development activity in environmentally-sensitive regions or areas. We cannot predict the impact of
unforeseeable environmental contingencies on new or changed laws or regulations on our existing
projects or properties that we may develop in the future.

As required by PRC laws and regulations, each project we develop is required to undergo
environmental assessments and we are required to submit an environmental impact assessment report to
the relevant governmental authorities for approval before commencement of its construction. According
to the PRC Environment Impact Assessment Law €% A BRI 3R 55 52 24 5E(H 1% ) as amended on
July 2, 2016 and December 29, 2018, the intensity of environmental supervision and law enforcement
has increased. If a real estate developer required to submit an environmental impact assessment report or
an environmental impact analysis table has not obtained the approval from the relevant governmental
authorities before commencement of the construction, more severe punishment will be imposed on the
developer, including a fine equal to 1% to 5% of the total investment amount of the project, and an
order to restore the original conditions before the construction. In addition, the relevant environmental
authorities have the right to conduct environmental audits on any projects. We are from time to time
subject to environmental audits by relevant government authorities on our projects. Although the
environmental audits conducted by the relevant PRC environmental protection agencies to date have not
revealed any environmental violations that we believe would have a material adverse effect on our
business, financial condition or results of operations, it is possible that there are potential material
environmental liabilities that we do not expect, including but not limited to penalties or temporary
suspension of the project development. In addition, we cannot ensure that our operations will not result
in environmental liabilities or that our contractors will not violate any environmental laws and
regulations in their operations that may be attributed to us. You should refer to the section entitled
“Business — Environmental and Safety Matters” for more information in respect of environmental
matters.

We may not be able to execute our contemplated expansion plan successfully.

As of June 30, 2019, we had 828 properties under development or held for future development
with an estimated total planned GFA of 257.5 million sq.m. in 232 strategically selected cities across 31
provinces and municipalities in China. We may also continue to explore the feasibility of expanding our
operations into other cities or some overseas markets. Although our planned projects are carefully
chosen after rounds of screening, review and deliberation, such large-scale and rapid expansion has
placed and may continue to place a substantial strain on our managerial and financial resources. The
rapid increase in the volume of our developments brought by such expansion has also presented and
may continue to present challenges in terms of project construction and delivery management. Although
we have formulated a standardized operational model to facilitate the management of our projects
nationwide, any failure to follow our standards or inconsistencies in our compliance across different
geographical regions in China or outside China, should we wish to expand into other markets, may
negatively impact our reputation and damage our brand. In addition, any failure in effectively managing
our large volume of developments within a short period of time may adversely affect our ability to
deliver properties to our buyers in a timely manner and harm our reputation and our growth prospects.
Furthermore, our expansion plans are based on our forward-looking assessment of the market prospects.
We cannot assure you that our market assessment will turn out to be accurate, or that we will be able to
execute our contemplated expansion plan successfully or that we will succeed in integrating our
expanded operations despite our standardized operational model. We cannot assure you that we will be
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able to effectively manage our rapid expansion or that our expanded operations will generate adequate
returns on our investments or positive operating cash flows. Any failure in effectively managing our
expanded operations may materially and adversely affect our business prospects, results of operations
and financial condition.

Our land appreciation tax provisions and prepayments may not be sufficient to meet our LAT
obligations.

In accordance with the current PRC laws and regulations on land appreciation tax, or LAT, all
persons, including companies and individuals, that receive income from the sale or transfer of state-
owned land use rights, buildings and their attached facilities are subject to LAT at progressive rates
ranging from 30% to 60% of the appreciated value of the property, with certain exemptions available for
the sale of ordinary residential properties if the appreciated value does not exceed 20% of the deductible
items as defined in the relevant LAT regulations. Pursuant to the relevant rules issued by the State
Administration of Taxation of China (% A R L1 B Z BB #J)5)), or SAT, LAT obligations must be
settled with the relevant tax bureaus within specific timeframes subsequent to the delivery of the
completed projects.

In May 2010, the SAT issued the Notice on Strengthening the Collection of Land Appreciation
Tax B hnsE + b 8 (E RS TAER A1), which requires that the minimum LAT prepayment rate
be at 2% for provinces in the eastern region of China, 1.5% for provinces in the central and northeastern
regions of China and 1% for provinces in the western region of China. According to the notice, the local
tax bureaus will determine the applicable LAT prepayment rates based on the types of the properties.
However, there are uncertainties in the interpretation and implementation of the LAT regulations and the
relevant tax authorities may change their requirements as to the amount or timing of payment of
provisional LAT. Although we believe we have made sufficient prepayments and/or provisions for LAT
in compliance with PRC laws and regulations as interpreted by local tax authorities, we cannot assure
you that our LAT prepayments and provisions will be sufficient to cover our LAT liabilities and that the
relevant tax authorities will agree with the basis on which we calculated our LAT liabilities. Our results
of operations, cash flow and financial condition may be materially and adversely affected if our LAT
liabilities, as finally determined by the relevant tax authorities, are substantially higher than our LAT
provisions and prepayments.

We have limited experience in hotel management and our results in this segment may be
adversely affected by our inexperience.

We believe our hotel management business primarily serves as a value enhancer to our brand and
an organic component of our overall residential property market strategy. Our experience in hotel
management is limited and we cannot assure you that we will be able to successfully leverage our
experience in residential property development to meet challenges in the hotel management business. We
cannot assure you that we will be able to procure the services of professional hotel management
companies for such projects. We could face considerable reputational and financial risks if such hotels
are mismanaged or do not meet the expectations of our residential, business and other customers.
Additionally, we cannot assure you that there will be sufficient demand for such hotel facilities in the
localities of these properties. If we fail in our efforts in such hotel business, our financial condition and
results of operations will be adversely affected.

Our success depends on the continuing services of our key management members.

We depend on the services provided by our senior management and other skilled and experienced
key staff members, in particular, our chairman, Dr. Hui, and our other executive officers. Most of them
have more than 10 years of experience in the PRC property markets and have in-depth knowledge of
various aspects of the property development. As competition for experienced managerial talents and
skilled personnel in the property development market is intense and the pool of qualified candidates is
limited, we may not be able to retain the services of our senior executives or key personnel, or attract
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and retain high-quality senior executives or key personnel in the future. We cannot assure you that Dr.
Hui or our other executive officers or members of our key staff are willing and able to continue in their
present positions. The loss of the services of our senior management or other key personnel and failure
to find qualified replacements could disrupt and adversely affect our operations. Any negative news
regarding our senior management team may also adversely affect our reputation or business. Moreover,
along with our rapid growth and expansion into other regional markets in China, we will need to hire
and retain skilled managers to lead and manage our regional operations. If we cannot attract and retain
qualified personnel, our business and future growth may be adversely affected.

We may not be able to complete our development projects on time or at all.

Property development projects require substantial capital expenditures prior to and during the
construction period, and construction of a property project may take many months or several years
before it generates positive cash flow through pre-sales or sales. Meanwhile, the progress and cost for a
development project can be adversely affected by many factors, including:

° delays in obtaining necessary licenses, permits or approvals from governmental agencies or
authorities;
° relocation of existing residents and/or demolition of existing structures;

° shortages of materials, equipment, contractors and skilled labor;
° labor disputes;

° natural catastrophes;

° adverse weather conditions;

° changes in city zoning, planning and plot ratios; and

° construction accidents. Operations at construction sites are intrinsically dangerous, involving
the use of industrial machinery and the hoisting of heavy construction materials, typically
within confined spaces. In addition, construction operations may also be affected by use of
various contractors and adverse weather conditions. If any accidents occur at our construction
sites, we may be subject to legal liability, prolonged negative publicity or official
investigation, and we may have to stop work on construction sites for a prolonged period of
time while we undertake safety checks, any of which would have a material adverse effect on
our business, financial condition and results of operations.

Construction delays or failure to complete the construction of a project according to its planned
specifications, schedules or budgets as a result of the above factors may adversely affect our results of
operations and financial position and may also cause reputational damage. We cannot assure you that we
will not experience such delays in delivery of our property projects in the future or that we will not be
subject to any liabilities for any such delays.

Our business will be adversely affected if we fail to obtain, or experience material delays in
obtaining, necessary governmental approvals for any major property development.

Real estate markets in China are strictly regulated by the PRC government. Property developers
must comply with various laws and regulations of the PRC government, including rules issued by local
governments to enforce these laws and regulations. To develop and complete a property project, we
must apply for various licenses, permits, certificates and approvals, including land use rights certificates,
construction land planning permits, construction works planning permits, construction permits, pre-sale
permits and certificates of completion, at the relevant government departments. Before the government
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issues any certificate or permit, we must first meet specific conditions. We cannot assure you that we
will not encounter serious delays or other difficulties in fulfilling such conditions, or that we will be
able to adapt to new rules and regulations that may come into effect from time to time with respect to
the property industry. There may also be delays on the part of the relevant regulatory bodies in
reviewing our applications and granting approvals. In the event that we fail to obtain, or encounter
significant delays in obtaining, the necessary governmental approvals for any of our major property
projects, we will not be able to continue with our development plans, and our business, financial
condition and results of operations will be adversely affected.

Our failure to meet all requirements for the issue of property ownership certificates may lead to
compensatory liability to our customers.

According to PRC law, property developers must meet various requirements within 90 days after
delivery of property or such other time period provided in sales contracts for the customers to apply for
property ownership certificates, including passing various governmental clearances, formalities and
procedures. We usually stipulate the delivery dates in our sales contracts so as to leave sufficient time
for us to complete the formalities and obtain the relevant approvals. However, we cannot assure you that
there will not be delays in our property development. There may also be factors beyond our control that
may delay the delivery of property ownership certificates, including a shortage in human resources at
various governmental offices and time-consuming inspections and approval processes at various
government agencies. Under current PRC laws and regulations and under our sales contracts, we are
required to compensate our customers for delays in our deliveries. If our delay extends beyond a
specified period, our customers are also entitled to terminate the sales contracts. We cannot assure you
that we will be able to timely deliver all property ownership certificates in the future or that we will not
be subject to any liabilities as a result of any delays in delivery of property ownership certificates. In the
case of serious delays on one or more property projects, our business and reputation will be harmed.

If we cannot continue to obtain qualification certificates, our business may be adversely
affected.

As a precondition to engaging in real estate property development in China, a property developer
must obtain a qualification certificate and renew it on an annual basis unless the rules and regulations
allow a longer renewal period. According to the current PRC regulations on qualification of property
developers, a newly established property developer must first apply for a provisional qualification
certificate with a one-year validity, which can be extended for a maximum of two years. If the newly
established property developer fails to commence a property development project within the one-year
period when the provisional qualification certificate is in effect, it will not be allowed to extend its
provisional qualification certificate. Experienced property developers must also apply for renewal of
their qualification certificates once every two to three years in most cities, subject to an annual
verification by relevant governmental authorities. It is mandatory under government regulations that
developers fulfill all statutory requirements before obtaining or renewing their qualification certificates.

Property developers in China must also produce valid qualification certificates when they apply for
pre-sale permits. We cannot assure you that we will be able to pass the annual verification of the
qualification certificates or that we or each of our project companies will be able to obtain formal
qualification certificates in a timely manner, or at all, as and when they become due to expire. For
example, qualification certificates of certain of our project companies have expired and we are in the
process of renewing them. If we or our project companies do not possess valid qualification certificates,
the government will refuse to issue pre-sale and other permits necessary for our property development
business. In addition, the government may impose a penalty on us and our project companies for failure
to comply with the relevant licensing requirements. If we or any of our project companies are unable to
meet the relevant requirements, and are therefore unable to obtain or renew the qualification certificates
or pass the annual verification, our business and financial condition could be materially and adversely
affected.
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We cannot assure you that we will not encounter significant problems in satisfying conditions
necessary for the issuance of licenses, certificates, permits or approvals. If we fail to obtain or renew the
necessary licenses, certificates, permits or approvals for any of our PRC subsidiaries, property projects,
or our expanded new businesses, our business, results of operations and financial condition may be
materially and adversely affected.

The fair value of our investment properties is likely to fluctuate from time to time and may
decrease significantly in the future, which may materially and adversely impact our profitability.

We are required to reassess the fair value of our investment properties at every balance sheet date
for which we issue financial statements. Under HKFRS, gains or losses arising from changes in the fair
value of our investment properties are included in our income statements in the period in which they
arise. Our valuations are based on a direct comparison approach, under which our investment properties
are directly compared with other comparable properties of similar size, character and location, in order
to provide a fair comparison of capital values.

A capitalization approach has also been adopted, under which the estimated net income generated
from the investment properties is capitalized at an appropriate rate to arrive at the value conclusions.
Our investment properties were revalued by an independent property valuer as of December 31, 2016,
2017 and 2018 and June 30, 2019, on an open market, existing use basis, which reflected market
conditions on those dates. Based on such valuation, we recognized the aggregate fair market value of
our investment properties on our consolidated balance sheets, and recognized fair value gains on
investment properties and the relevant deferred tax on our consolidated income statements. For the years
ended December 31, 2016, 2017 and 2018 and the six months ended June 30, 2019, the fair value gains
on our investment properties were RMB4,925 million, RMB8,537 million, RMB1,688 million (US$246
million) and RMB1,202 million (US$175 million), respectively. During the same periods, the fair value
losses on disposal of our investment properties were RMB992 million, RMB682 million, RMB58
million (US$8 million) and RMB439 million (US$64 million), respectively.

The significant increase in the fair market value of our investment properties from 2016 to 2017
was primarily due to the additional area of investment properties in 2017. Fair value gains or losses do
not, however, change our cash position as long as the relevant investment properties are held by us and,
therefore, do not increase our liquidity in spite of the increased profit. The amount of revaluation
adjustments has been, and will continue to be, subject to market fluctuations. We cannot assure you that
changes in the market conditions will continue to create fair value gains on our investment properties at
the previous levels or at any level at all, or that the fair value of our investment properties will not
decrease in the future. In particular, the fair value of our investment properties could decline in the
event that our industry experiences a downturn as a result of PRC government regulatory policies or a
global economic downturn. All these factors are beyond our control. Any significant decrease in the fair
value of our investment properties may materially and adversely impact our profitability.

We may not be able to obtain land use rights certificates with respect to certain parcels of land
under contract.

We have entered into land grant contracts, transfer agreements or certain land transaction
confirmation letters, but have not obtained all land use rights certificates in respect of some projects as
disclosed in the section entitled “Business — Project Overview — Properties Under Development and
Held for Future Development.” If we fail to obtain, or experience material delays in obtaining, the land
use rights certificates with respect to these parcels of land, our business, financial condition and results
of operations may be materially and adversely affected.
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We rely on third-party contractors for certain services in our property development.

We engage third-party contractors to provide various services, including construction, landscaping,
gardening, equipment installation, interior decoration, mechanical and electrical installation and utilities
installation. We generally select third-party contractors through our standardized tender process. We
endeavor to employ only companies with good reputations, strong track records, performance reliability
and adequate financial resources, and we have implemented strict quality control procedures and closely
monitor the construction progress. However, we cannot assure you that such third-party contractors will
always provide satisfactory services of the quality required by us. If the performance of any third-party
contractor is not satisfactory, we may need to replace such contractor or take other remedial actions,
which could adversely affect the cost and development schedule of our projects. In addition, as we are
expanding our business into additional cities in China, there may be a shortage of third-party contractors
that meet our quality requirements in such regions. Moreover, the contractors may undertake projects
from other developers, engage in risky undertakings or otherwise encounter financial or other
difficulties, which may adversely affect their ability to complete our property projects on time, within
budget or at all. All of these third-party related factors may have material adverse impact on our
reputation, credibility, financial position and business operations.

Our profit margin is sensitive to fluctuations in the cost of construction materials.

Construction costs are one of the predominant components of our cost of sales. Construction costs
encompass all costs for the design and construction of a project, including payments to third-party
contractors, costs of construction materials, foundation and substructure, fittings, facilities for utilities
and related infrastructure such as roads and pipelines. Historically, material costs have been the
principal driver of the construction costs of our property development projects, with the cost of third-
party contractors remaining relatively stable. However, as most of the material costs are often included
in the construction costs paid to our contractors, it has been difficult for us to estimate such costs.

Construction costs may fluctuate as a result of the volatile price movement of construction
materials such as steel and cement. We seek to reduce our exposure to short-term price fluctuations of
construction materials and limit project cost overruns by centralizing our procurement to lower our
purchase costs. We also manage the cost of outsourced construction work through a process of tenders
which, among other things, takes into account procurement of principal construction materials such as
steel and cement at fixed prices. In line with industry practice, if there is a significant price fluctuation
(depending on the specific terms of each contract), we will be required to re-negotiate, top up or refund,
depending on the price movement, existing construction contracts. Additionally, should our existing
contractors fail to perform under their contracts, we might be required to pay more to contractors under
replacement contracts. Our profit margin is sensitive to changes in market prices for construction
materials and our project margins will be materially and adversely affected if we are not able to pass all
of the increased costs onto our customers.

If we are not properly insulated from the rising cost of labor, our results of operations may be
adversely affected.

As a result of economic growth and boom in the property industry in the PRC, wages for
construction workers have experienced increases in recent years. In addition, the PRC Labor Contract
Law (¥ AN RILAE 258 AW L)  that came into effect on January 1, 2008 enhanced the protection
for employees and increased employers’ liability which may further increase our labor costs. Under the
terms of most of our construction contracts, the construction contractors are responsible for the wages of
construction workers for our property development and bear the risk of fluctuations in wages during the
term of the relevant contract. The contractors are also liable if they do not purchase work injury
insurance for their workers as required. However, we are exposed to the price volatility of labor to the
extent that we periodically enter into new or renew existing construction contracts at different terms

38



during the life of a project, which may span several years, or if we choose to hire the construction
workers directly. If we are unable to pass on any increase in the cost of labor, to either our construction
contractors or to the purchasers of our properties, our results of operations may be adversely affected.

We guarantee mortgage loans of our customers and may become liable to mortgagee banks if
our customers default on their mortgage loans.

As we pre-sell properties before their actual completion of construction, in accordance with
industry practice, banks require us to guarantee our customers’ mortgage loans. Typically, we guarantee
mortgage loans taken out by our customers up until we complete the relevant properties and the property
ownership certificates and certificates are delivered to the mortgagee banks. If a purchaser defaults on a
mortgage loan, we may have to repurchase the underlying property by paying off the mortgage. If we
fail to do so, the mortgagee bank may auction the underlying property and recover any additional
amount outstanding from us as the guarantor of the mortgage loans. In line with industry practice, we do
not conduct any independent credit checks on our customers whose mortgage loans we guarantee but
rely on the evaluation of such customers by the mortgagee banks.

As of December 31, 2016, 2017 and 2018 and June 30, 2019, our outstanding guarantees in
respect of our customers’ mortgage loans amounted to RMB247.7 billion, RMB339.1 billion, RMB402.4
billion (US$58.6 billion) and RMB406.1 billion (US$59.2 billion), respectively. Should substantial
defaults occur and if we are called upon to honor our guarantees, our financial condition and results of
operations could be materially and adversely affected.

We bear demolishment and resettlement costs associated with some of our property developments
and such costs may increase.

We are required to compensate owners and residents of demolished buildings on some of our
property developments for their relocation and resettlement in accordance with the PRC urban housing
demolition and relocation regulations. The compensation we pay is calculated in accordance with
formulas published by the relevant local authorities. These formulas take into account the location, type
of building subject to demolition, local income levels and many other factors. We cannot assure you that
these local authorities will not change or adjust their formulas from time to time without sufficient
advance notice. If they do so, the land costs may be subject to substantial increases, which can
adversely affect our cash flow, financial condition and results of operations. In addition, despite these
government-sanctioned formulas, if we fail to reach an agreement over the amount of compensation with
any existing owner or resident, either we or such owner or resident may apply to the relevant authorities
for a ruling on the amount of compensation. Dissenting owners and residents may also refuse to
relocate. This administrative process or such resistance or refusal to relocate may delay the timetable of
our development projects, and an unfavorable final ruling may result in us paying more than the amount
calculated under the formulas. Such delays in our development projects will also lead to an increase in
the cost and delay the cash inflow from pre-sales of the relevant projects, and the recognition of sales as
revenue upon completion, which may in turn materially and adversely affect our business, results of
operations and financial condition.

Property owners may cease to engage us as the provider of property management services.

We provide property management services to our property owners through our property
management subsidiary, Jinbi Property Management Co., Ltd. (&Y ¥ A FR/AF]), or Jinbi Property
Management. Under PRC laws and regulations, the property owners of a residential development have
the right to change the property management service provider upon the approval by a certain percentage
of the property owners. If owners of the properties that we have developed choose to terminate our
property management services, or our property management services receive unsatisfactory reviews by
property owners, our reputation, future sales of properties and results of operations could be materially
and adversely affected.
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We have limited insurance to cover our potential losses and claims.

We do not carry insurance against all potential losses or damages with respect to our properties
before their delivery to customers other than those buildings over which our lending banks have security
interests and for which we are required to maintain insurance coverage under the relevant loan
agreements. In addition, we do not maintain insurance coverage against liability from tortious acts or
other personal injuries related to our project constructions or for business interruption. We cannot assure
you that we would not be sued or held liable for damages due to such tortious acts and other personal
injuries. Moreover, there are certain losses for which insurance is not available on commercially
practicable terms in China, such as losses suffered due to earthquakes, typhoons, flooding, war and civil
disorder. If we suffer from any losses, damages or liabilities in the course of our operations and property
development, we may not have sufficient financial resources to remedy the damages or to satisfy our
potential obligations. In addition, any payments we make to cover any losses, damages or liabilities may
have a material adverse effect on our business, results of operations and financial condition.

Our results of operations may vary significantly from period to period.

We derive a majority of our revenue from the sale of residential properties that we have developed.
In accordance with our accounting policy, we recognize revenue upon the completion and delivery of
the properties to purchasers, which may take place more than 12 months after the commencement of pre-
sale. As a result, our results of operations may vary significantly from period to period due to the
construction timetables and timing of sales and delivery of our various development projects.
Additionally, selling prices of properties vary and are largely determined by local market conditions.
Although our properties are developed under the standardized operational model, the average selling
price for properties in the same series may vary from city to city, which may affect our business, results
of operations and financial condition. Seasonal variations may cause further fluctuations in our interim
revenue and profits. For example, we have a number of projects in northern China where winter weather
conditions can hinder the execution of our development projects and delay our timetable and revenue
recognition. In light of the above, we believe that period-to-period comparisons of our results of
operations may not be as meaningful as they would be for a business with mostly recurring revenue
from period to period.

The Issuer and the Parent Guarantor may be deemed PRC resident enterprises under the PRC
Enterprise Income Tax Law, which may subject them to PRC taxation on their worldwide
income, require them to withhold taxes on interest they pay on the Notes and require holders of
the Notes to pay taxes on gains realized from the sale of the Notes.

The Issuer and the Parent Guarantor are the offshore companies with substantially all of our group
operations conducted through our operating subsidiaries in China. Under the PRC Enterprise Income
Tax Law that took effect on January 1, 2008 and as amended, enterprises established outside China
whose “de facto management bodies” are located in China are considered “resident enterprises” for
PRC tax law purposes and will generally be subject to the uniform 25% enterprise income tax rate as to
their global income. Under the implementation regulations issued by the State Council relating to the
PRC Enterprise Income Tax Law, a “de facto management body” is defined as a body that has
significant and overall management control over the business, personnel, accounts and properties of an
enterprise. In April 2009, the SAT promulgated a circular to clarify the definition of “de facto
management bodies” for enterprises incorporated overseas with controlling shareholders that are PRC
enterprises. However, there are no official implementation rules regarding the determination of the “de
facto management bodies” for overseas enterprises that are not ultimately controlled by PRC enterprises.
Therefore, it remains unclear how the tax authorities will treat an overseas enterprise invested or
controlled by another overseas enterprise or ultimately controlled by a Hong Kong permanent resident as
is in our case. Although the Issuer and the Parent Guarantor are currently not treated as a PRC resident
enterprise by the relevant PRC tax authorities, substantially all of our management is currently based in
China and will remain in China in the future. As a result, the Issuer and the Parent Guarantor may be
treated as a PRC resident enterprise for PRC enterprise income tax purposes. If the Issuer and the Parent
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Guarantor are deemed to be a PRC resident enterprise, they would be subject to the PRC enterprise
income tax at the rate of 25% on their worldwide income. Furthermore, the Issuer or the Parent
Guarantor, as the case may be, may be obligated to withhold PRC income tax of 10% on payments of
interest and other amounts on the Notes or the Parent Guarantor to investors that are non-residents
enterprise (or 20% for non-resident individual holders of the Notes) or lower rates for holders who
qualify for the benefits of a double-taxation treaty with China, because the interest and other
distributions may be regarded as being derived from sources within China. If we are required to
withhold PRC tax from interest payments on the Notes, we may be required, subject to certain
exceptions, to pay such additional amounts as will result in receipt by the holders of the Notes of such
amounts as would have been received had no such withholding been required. The requirement to pay
additional amounts will increase the cost of servicing interest payments on the Notes and could have an
adverse effect on our financial condition. Any gain realized by non-PRC investors from the transfer of
the Notes may be regarded as being derived from sources within China and accordingly may be subject
to a 10% PRC income tax for non-PRC enterprise holders of the Notes (20% in the case of non-resident
individuals) if the Issuer and the Parent Guarantor is treated as a PRC resident enterprise, subject to the
provisions of an applicable treaty.

Any disputes with our joint venture or co-development partners may materially and adversely
affect our business.

We carry out and plan to carry out some of our business through joint ventures or in collaboration
with third parties. Such joint venture arrangements or collaborations involve a number of risks,
including:

° disputes with our partners in connection with the performance of their obligations under the
relevant project, joint venture or cooperative property development agreements;

° disputes as to the scope of each party’s responsibilities under these arrangements;

° financial difficulties encountered by our partners affecting their ability to perform their
obligations under the relevant project, joint venture or cooperative property development
agreements with us; or

° conflicts between the policies or objectives adopted by our partners and those adopted by us.
Any of these and other factors may materially and adversely affect our business.

Our controlling shareholder may take actions that are not in, or may conflict with, our or our
creditors’ best interests, including those of the holders of the Notes.

As of December 31, 2019, Dr. Hui and Mrs. Hui beneficially owned 76.83% of the outstanding
shares of China Evergrande Group, our controlling shareholder, primarily through Xin Xin (BVI)
Limited. Xin Xin (BVI) Limited, and ultimately Dr. Hui and Mrs. Hui, have and will continue to have
the ability to exercise a controlling influence over our business, and may cause us to take actions that
are not in, or may conflict with, our or our creditors’ best interests, including those of the holders of the
Notes, such as matters relating to our management and policies and the election of our directors and
senior management. Xin Xin (BVI) Limited, and ultimately Dr. Hui and Mrs. Hui, will be able to
influence our major policy decisions, including our overall strategic and investment decisions, by
controlling the election of our directors and, in turn, indirectly controlling the selection of our senior
management, determining the timing and amount of any dividend payments, approving our annual
budgets, deciding on increases or decreases in our share capital, determining our issuance of new
securities, approving mergers, acquisitions and disposals of our assets or businesses, and amending our
articles of association.
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We face uncertainty with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies.

Pursuant to The Announcement on Matters Concerning Withholding of Income Tax of Non-
resident Enterprises at Source (B ZBiHsA8 & B JE J& R A SE Fr A5 B IR SR 0 40a B E R A 15 (the
“SAT Circular 37”), which was issued by the SAT on October17, 2017 and was made effective from
December 1, 2017, gains derived from indirect transfer of equity interests in PRC resident enterprises
may be subject to PRC withholding tax. SAT Circular 37 also provides that, where a non-PRC resident
enterprise transfers its equity interests in a PRC resident enterprise to its related parties at a price lower
than the fair market value, the relevant PRC tax authorities have the power to make a reasonable
adjustment with respect to the taxable income of the transaction.

On February 3, 2015, the SAT promulgated the Announcement of Certain Issues on Enterprise
Income Tax Regarding Indirect Transfer of Properties by Non-resident Enterprises <[P F i B A & H]
PRI P A TSRS T MR A5 ), or the Announcement 7. The Announcement 7, among others,
(1) defines what “indirect transfer of taxable properties of China” is; (2) clarifies how to tax gains
derived from indirect transfer of taxable properties of China; (3) clarifies how to determine reasonable
commercial purposes; and (4) provides procedures and required documents for reporting indirect transfer
of taxable properties of China to competent tax authorities. In order to implement the Announcement 7,
the SAT promulgated the Circular on Issuing the Work Procedures concerning the Enterprise Income
Tax on the Indirect Transfer of Properties by Non-resident Enterprises (Trial) «JF i R Al 35 ] £z i 5 1
FE A ET SR TAEHFEGAT)) on May 13, 2015 which specifies tax authorities’ corresponding
responsibilities and operating procedures concerning the collection of enterprise income tax on the
indirect transfer of properties by non-resident enterprises. As a result, we may become at risk of being
taxed under SAT Circular 37 and Announcement 7 due to any future indirect transfer of equity interests
in our PRC subsidiaries. We may be required to allocate significant resources to comply with SAT
Circular 37 and Announcement 7 or to establish that we should not be taxed under SAT Circular 37, and
Announcement 7 which may have a material adverse effect on our financial condition and results of
operations.

We may be involved from time to time in material disputes, administrative, legal and other
proceedings arising out of our operations or subject to fines and sanctions in relation to our
non-compliance with certain PRC laws and regulations and may face significant liabilities or
damage to our reputation as a result.

We may be involved from time to time in material disputes with various parties involved in the
acquisition, development and sale of our properties, including contractors, suppliers, construction
workers, original residents, co-development or other partners, banks and purchasers. These disputes may
lead to protests, legal or other proceedings and may result in damage to our reputation, substantial costs
and diversion of resources and management’s attention. As most of our projects are composed of
multiple phases, purchasers of our properties in earlier phases may commence legal actions against us if
our subsequent planning and development of the projects are perceived to be inconsistent with our
representations and warranties made to such earlier purchasers. In addition, we may have compliance
issues with regulatory bodies in the course of our operations, which may subject us to administrative
proceedings and unfavorable decrees that result in liabilities, fines or sanctions and cause damage to our
reputation and delays to our property developments. We may also be involved in disputes or legal
proceedings in relation to delays in the completion and delivery of our projects. The occurrence of any
of the above events, and failure to comply with any applicable PRC laws or regulations, may have a
material adverse effect on our business, financial condition and results of operations. Additionally, we
may also be involved in disputes relating to our equity interests in the project companies and relevant
projects, which may adversely affect our reputation and business. Further, any failure or alleged failure
by us or any of our directors, officers or other agents to fully adhere to the PRC or other applicable anti-
corruption laws, or any investigation in relation to such failure or alleged failure by any regulatory
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body, could also materially and adversely affect our reputation and our business, financial condition and
results of operations. For more information, you should refer to the section entitled “Business — Legal
Proceedings.”

We may face negative publicity or unfavorable research reports.

From time to time, our Company may face negative publicity or unfavorable research reports
relating to our business, financial performance, financial reporting or operations. We may defend
ourselves against such allegations through legal and administrative proceedings as appropriate. However,
we cannot assure you that such proceedings will result in a ruling or decision to our favor nor that the
negative publicity effect imposed by those allegations would be eliminated or reduced upon a positive
ruling.

Any such negative publicity or unfavorable research report, even if malicious or prepared on an
unfounded factual basis, could have a material adverse effect on the trading price of the Notes or have a
materially adverse effect on the image or reputation of our Company.

We may be exposed to intellectual property infringement, misappropriation or other claims by
third parties and a deterioration in our brand image could adversely affect our business.

We believe that we have built an excellent reputation in China for the quality of our various
product series. We have also placed great importance on the continuous enhancement of our brand name
and the increase in our brand recognition. Our brand strategy, however, depends on our ability to use,
develop and protect our intellectual properties, such as our trademarks. Although we have applied for
trademark registration for our names and logos, we have not successfully registered all of these
trademarks in China or elsewhere. As a result, we could be subject to trademark disputes. The defense
and prosecution of intellectual property lawsuits and related legal and administrative proceedings can be
both costly and time-consuming and may significantly divert our resources and the time and attention of
our management personnel. An adverse ruling in any such litigation or proceedings could subject us to
significant liabilities to third parties, require us to seek licenses from third parties, to pay ongoing
royalties, or subject us to injunctions prohibiting the use of our name and logo.

Any recurrence of the global financial crisis and economic downturn or a deterioration of our
cash flow position may have a material adverse effect on our ability to service our indebtedness
and continue our operations.

The global capital and credit markets have in recent years experienced periods of extreme volatility
and disruption. The global financial crisis in recent years has caused banks and other credit providers to
restrict the availability of new credit facilities and to require more collateral and higher pricing upon the
renewal of existing credit facilities. The recurrence of the global financial crisis or prolonged disruptions
to the credit market may further slow down the growth of the PRC economy and sales of property,
limiting our ability to raise funds from current or other funding sources, or cause our access to funds to
be more expensive, which may materially and adversely affect our business, financial position and
operating results.

In addition to bank loans and other borrowings, we rely on internally generated funds, in
particular, pre-sale proceeds of our properties as a major source of funding for our operations. If our
pre-sale activities are significantly limited or otherwise materially and adversely affected as a result of
changes in the relevant PRC laws and regulations, the occurrence of a global economic downturn or a
significant economic slowdown in China generally or in the cities where we have properties, our cash
flow position and ability to service our indebtedness may be materially and adversely affected.
Furthermore, if banks or other financial institutions decline to provide additional loans to us or to re-
finance our existing loans when they mature as a result of our perceived credit risk, and we fail to raise
financing through other channels, our business and financial position may be materially and adversely
affected.
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We may not be able to continue to attract and retain quality tenants for our investment
properties and the illiquid nature of investment properties could restrain our revenue and cash
flow and limit our ability to respond to adverse changes in the performance of our properties.

Our investment properties compete for tenants with other properties based on, among other things,
location, quality, maintenance, property management, rent levels and other lease terms. We cannot
assure you that existing or prospective tenants will not choose other properties. Any future increase in
the supply of properties which compete with ours would increase the competition for tenants and as a
result we may have to reduce rent or incur additional costs to make our properties more attractive. If we
are not able to retain our existing tenants or attract new tenants to replace those that leave or to lease
our new properties, our occupancy rates may decline. If we fail to attract well-known brands as our
tenants or keep our existing tenants, our investment properties may become less attractive and
competitive.

Moreover, holding a large amount of investment properties and collecting rents, as compared to
selling them, could restrain our revenue and cash flow in the short term. The property market is also
affected by many factors that are beyond our control, including but not limited to general economic
conditions, the availability of mortgage financing and interest rates, and we cannot accurately determine
the market price of our investment properties nor are we able to predict whether we will be able to sell
any of our investment properties at the price or on the terms set by us, or whether any price or other
terms offered by a prospective purchaser would be acceptable to us. In addition, investment properties
may not be readily convertible for alternative uses without substantial capital expenditure. These factors
and any others that would impede our ability to respond to adverse changes in the performance of our
investment properties could materially and adversely affect our business, financial condition and results
of operations.

Risks Relating to the Property Industry in China
The PRC government may adopt further measures to balance growth in the property sector.

Along with the economic growth in China, investments in the property sectors have increased
significantly in the past few years. In response to concerns over the increase in property investments, the
PRC government has, since 2004, introduced various policies and measures to curtail property
developments, including:

° suspending land supply for villa construction and restricting land supply for high-end
residential property construction;

° requiring that at least 70% of the land supply approved by any local government for
residential property development during any given year must be used for developing low- to
medium-cost and small- to medium-size units for sale or as low-cost rental properties;

° requiring that at least 70% of the total development and construction area of residential
projects approved or constructed on or after June 1, 2006 in any administrative jurisdiction
must consist of units with a unit floor area of less than 90 sq.m. and that projects which have
received project approvals prior to this date but have not obtained construction permits must
adjust their planning in order to comply with this new requirement, with the exception that
municipalities under direct administration of the PRC central government and provincial
capitals and certain cities may deviate from such ratio under special circumstances upon
approval from MOHURD;

° suspending mortgage loans to purchasers for their third residential properties and beyond, and

to non-local residents who have not paid local tax or social security for longer than a one-
year period;
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° for a commercial property buyer, (i) requiring banks not to finance any purchase of pre-sold
properties, (ii) increasing the minimum amount of down-payment to 50% of the purchase
price of the underlying property, (iii) increasing the minimum mortgage loan interest rate to
110% of the relevant PBOC benchmark one-year bank lending interest rate and (iv) limiting
the terms of such bank borrowings to no more than 10 years, with commercial banks allowed
flexibility based on their risk assessment;

° for a buyer of commercial/residential dual-purpose properties, increasing the minimum
amount of down-payment to 45% of the purchase price of the underlying property, with the
other terms similar to those for commercial properties;

° limiting the grant or extension of revolving credit facilities to property developers that hold a
large amount of idle land and vacant commodity properties;

° limiting the number of homes that local residents can buy in a specified period; and
) proposing to enlarge the scope of trials in levying property tax.

Although the various control measures are intended to promote more balanced property
development in the long term, we cannot assure you that these measures will not adversely affect the
development and sales of our properties. Many of the property industry policies carried out by the PRC
government are unprecedented and are expected to be amended and revised over time. Other political,
economic and social factors may also lead to further adjustments and changes of such policies. The PRC
government could adopt additional and more stringent industry policies, regulations and measures in the
future, which could further slow down the property development in China. Our results of operations may
be materially affected by these factors. If we fail to adapt our operations to new policies, regulations and
measures that may come into effect from time to time with respect to the real property industry, or such
policy changes disrupt our business, reduce our sales or average selling prices, or cause us to incur
additional costs, our business prospects, results of operations and financial condition may be materially
and adversely affected.

Changes of laws and regulations with respect to pre-sale may adversely affect our cash flow
position and performance.

We depend on cash flows from pre-sale of properties as an important source of funding for our
property projects. Under current PRC laws and regulations, property developers must fulfill certain
conditions before they can commence pre-sale of the relevant properties and may only use pre-sale
proceeds to finance the development of such properties. In August 2005, PBOC in a report entitled
#2004 Real Estate Financing Report” recommended to discontinue the practice of pre-selling unfinished
properties because such practices, in PBOC’s opinion, create significant market risks and generate
transactional irregularities. In July 2007, an economic research group under the PRC National
Development and Reform Commission (¥ A RILFIEEH KEERMNKEZEE), or NDRC,
recommended the abolishment of the pre-sale system. These recommendations have not been adopted
by any PRC governmental authority and have no mandatory effect. In April 2010, MOHURD issued the
Notice on Further Strengthening the Supervision of Real Estate Market and Improving the Pre-Sale
System of Commodity Housing B HE— 25 hiod 5 1 i 55 B 58 50 & v i AE 5 78 65 0 B2 A B ) R
#1). The notice urges local governments to enact regulations on the sale of completed residential
properties in light of local conditions and encourages property developers to sell residential properties
only when they are completed. Recently, certain developers have commenced the practice of trial sale of
completed residential properties. We cannot assure you that the PRC governmental authority will not
ban the practice of pre-selling residential properties prior to completion or implement further restrictions
on the pre-sale of such properties, such as imposing additional conditions for a pre-sale permit or further
restrictions on the use of pre-sale proceeds. Proceeds from the pre-sale of our properties are an
important source of financing for our property developments. Consequently, any restriction on our
ability to pre-sell our properties, including any increase in the amount of up-front expenditure we must
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incur prior to obtaining the pre-sale permit, would extend the time period required for recovery of our
capital outlay and would require that we seek alternative means to finance the various stages of our
property developments. This, in turn, could have an adverse effect on our business, cash flow, results of
operations and financial condition.

PRC regulations relating to acquisitions of PRC companies by foreign entities may limit our
ability to acquire PRC companies and adversely affect the implementation of our strategy as well
as our business and prospects.

The Provisions on the Acquisition of Domestic Enterprises by Foreign Investors ([P 4ME % & #
DRSS R 2ER AR E) (the “M&A Provisions™) issued by six PRC ministries, including MOFCOM,
effective from September 8, 2006 as amended, provide the rules with which foreign investors must
comply should they seek to purchase by agreement the equities of the shareholders of a domestic non-
foreign-invested enterprise or subscribe to the increased capital of a domestic non-foreign funded
enterprise, and thus convert the domestic non-foreign-invested enterprise into a foreign invested
enterprise to conduct asset merger and acquisition. It stipulates that the business scope upon acquisition
of domestic enterprises must be subject to the relevant negative list issued by NDRC and MOFCOM
from time to time, which restricts the scope of permitted foreign investment. It also provides the
takeover procedures for equity interests in domestic companies. On October 8, 2016, the NDRC and the
MOFCOM jointly issued a notice regarding the scope of industries subject to the special administrative
measures for foreign investment entry, according to which the M&A Provisions still apply to convert the
domestic non-foreign-invested enterprises into foreign invested enterprises. On March 15, 2019, the
Foreign Investment Law 13 A RILFNEH S 4 &%) was formally passed by the Thirteenth National
People’s Congress of the PRC and has taken effect as of January 1, 2020. The Foreign Investment Law
has replaced the Law on Sino-Foreign Equity Joint Ventures, the Law on Wholly Foreign-owned
Enterprises and the Law on Sino-Foreign Cooperative Joint Ventures to become the legal foundation for
foreign investment in the PRC. To implement the Foreign Investment Law, the State Council
promulgated the Implementing Regulations of the Foreign Investment Law (ZFii# &L E & H]), and
MOFCOM and SAMR further promulgated the Measures for Reporting of Information on Foreign
Investment {Z1p % &5 S8 HEZR ). As of January 1, 2020, the establishment of the foreign invested
enterprises, including establishment through purchasing the equities of a domestic non foreign-invested
enterprise or subscribe to the increased capital of a domestic non-foreign funded enterprise, and its
subsequent changes are required to submit an initial or change report through the Enterprise Registration
System.

Our PRC legal advisors have advised us that there are uncertainties as to how the M&A Provisions
will be interpreted or implemented as the Foreign Investment Law and its related implementing
regulations and newly enacted and its interpretation and enforcement still involve uncertainties.

The property market in the PRC is still at a relatively early stage of development.

The property development industry and ownership of private property in the PRC are still in a
relatively early stage of development. Although demand for private residential property in the PRC has
been growing rapidly in recent years, such growth is often coupled with volatility in market conditions
and fluctuation in property prices. We cannot predict how much and when demand will develop, as
many social, political, economic, legal and other factors may affect the development of the market. The
level of uncertainty is increased by limited availability of accurate financial and market information as
well as the overall low level of transparency in the PRC.

The lack of an effective liquid secondary market for residential property may discourage investors
from acquiring new properties because resale is not only difficult, but can also be a long and costly
process. The limited amount of property mortgage financing available to PRC individuals compounded
by the lack of security of legal title and enforceability of property rights may further inhibit demand for
residential developments.
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In addition, risk of property over-supply is increasing in parts of China, where property
investment, trading and speculation have become overly active. In the event of actual or perceived over-
supply, property prices may fall significantly and our revenue and profitability will be adversely
affected.

Risks Relating to China

PRC economic, political and social conditions as well as governmental policies can affect our
business.

The PRC economy differs from the economies of most of the developed countries in many aspects,
including:

° political structure;

° degree of government involvement and control;

° degree of development;

° level and control of capital investment and reinvestment;

° control of foreign exchange; and
° allocation of resources.

The PRC economy has been transitioning from a centrally planned economy to a more market-
oriented economy. For approximately three decades, the PRC government has implemented economic
reform measures to utilize market forces in the development of the PRC economy. Although we believe
these reforms will have a positive effect on the overall and long-term development of China, we cannot
predict whether changes in the PRC economic, political and social conditions and in its laws, regulations
and policies will have any adverse effect on our current or future business, financial condition or results
of operations.

In May 2017, Moody’s Investors Service downgraded China’s sovereign credit rating for the first
time since 1989 and changed its outlook from stable to negative, citing concerns on the country’s rising
levels of debt and expectations of slower economic growth. In September 2017, S&P Global Ratings
downgraded China’s sovereign credit rating for the first time since 1999, citing similar concerns. The
full impact of such actions by international rating agencies remains to be seen, but the perceived
weaknesses in China’s economic development model, if proven and left unchecked, would have
profound implications. If China’s economic conditions worsen, or if the banking and financial systems
experience difficulties from over-indebtedness, businesses in China may face a more challenging
operating environment.

Inflation in China may have a material adverse effect on our business, financial condition and
results of operations.

While the PRC economy has experienced rapid growth, such growth has been uneven among
various sectors of the economy and in different geographic areas of the country. Rapid economic growth
can lead to growth in money supply and inflation. If prices of our properties rise at a rate that is
insufficient to compensate for the rise in our costs, our business, financial condition and results of
operation may be materially and adversely affected. To control inflation in the past, the PRC
government has imposed control on bank credits, limits on loans for fixed assets and restrictions on state
bank lending. Such austerity measures can lead to a slowdown in the economic growth and may
materially and adversely affect our business, financial condition and results of operations.
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Changes in PRC foreign exchange regulations may adversely affect our business operations.

The PRC government imposes controls on the convertibility between Renminbi and foreign
currencies and the remittance of foreign exchange out of China. We receive substantially all our revenue
in Renminbi. Under our current corporate structure, our income is primarily derived from dividend
payments from our PRC subsidiaries. Our PRC subsidiaries must convert their Renminbi earnings into
foreign currency before they may pay cash dividends to us or service their foreign currency-denominated
obligations. Under existing PRC foreign exchange regulations, payments of current-account items may
be made in foreign currencies without prior approval from SAFE by complying with certain procedural
requirements.

However, approval from appropriate governmental authorities is required when Renminbi is
converted into foreign currencies and remitted out of China for capital-account transactions, such as the
repatriation of equity investment in China and the repayment of the principal of loans denominated in
foreign currencies. Such restrictions on foreign exchange transactions under capital accounts also affect
our ability to finance our PRC subsidiaries. Subsequent to this offering, we have the choice, as
permitted by the PRC foreign investment regulations, to invest our net proceeds from this offering in the
form of registered capital or a shareholder loan into our PRC subsidiaries to finance our operations in
China. Our choice of investment is affected by the relevant PRC regulations with respect to capital-
account and current-account foreign exchange transactions in China. Our investment decisions are
additionally affected by various other measures taken by the PRC government relating to the PRC
property market. In addition, our transfer of funds to our subsidiaries in China is subject to approval by
PRC governmental authorities in the case of an increase in registered capital, and subject to approval by
and registration with PRC governmental authorities in case of shareholder loans to the extent that the
existing foreign investment approvals received by our PRC subsidiaries permit any such shareholder
loans at all. These limitations on the flow of funds between us and our PRC subsidiaries could restrict
our ability to act in response to changing market conditions.

Fluctuations in the value of Renminbi may adversely affect our business and the value of
distributions by our PRC subsidiaries.

The value of Renminbi depends, to a large extent, on the PRC domestic and international
economic, financial and political developments and governmental policies, as well as the currency’s
supply and demand in the local and international markets. From 1994 to 2005, the conversion of
Renminbi into foreign currencies was based on exchange rates set and published daily by PBOC in light
of the previous day’s interbank foreign exchange market rates in China and the then current exchange
rates on the global financial markets. The official exchange rate for the conversion of Renminbi into the
U.S. dollar was largely stable until July 2005. On July 21, 2005, PBOC revalued Renminbi by reference
to a basket of foreign currencies, including the U.S. dollar. As a result, the value of Renminbi
appreciated by more than 2% on that day. Since then, the PBOC has allowed the official Renminbi
exchange rate to float against a basket of foreign currencies. The PBOC doubled the width of US$-RMB
onshore trading band to +/-2% from +/-1% on March 17, 2014, which further increased the volatility
between US$-RMB exchanges. For the year ended December 31, 2014, Renminbi depreciated 0.36%
against the U.S. dollar, the first depreciation since the Renminbi exchange reform in 2005. The PBOC
announced on August 11, 2015 that it would improve the middle price quotation mechanism for
determining the US$-RMB exchange rates. On the same day, the daily reference rate for Renminbi
against U.S. dollars depreciated by 1.9% to 6.2298 compared with 6.1162 for August 10, 2015. The
International Monetary Fund announced on September 30, 2016 that, effective from October 1, 2016, the
Renminbi will be added to its Special Drawing Rights currency basket. Such change and additional
future changes may increase the volatility in the trading value of the Renminbi against foreign
currencies. The PRC government may adopt further reforms of its exchange rate system, including
making the Renminbi freely convertible in the future. We cannot assure you that such exchange rate will
not fluctuate widely against the U.S. dollar or any other foreign currency in the future. Since our income
and profits are denominated in Renminbi, any appreciation of Renminbi will increase the value of
dividends and other distributions payable by our PRC subsidiaries in foreign currency terms.
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Conversely, any depreciation of Renminbi will decrease the value of dividends and other distributions
payable by our PRC subsidiaries in foreign currency terms. Fluctuation of the value of Renminbi will
also affect the amount of our foreign debt service in Renminbi terms since we have to convert Renminbi
into foreign currencies to service our indebtedness denominated in foreign currencies.

There are limited hedging instruments available in China to reduce our exposure to exchange rate
fluctuations between Renminbi and other currencies. To date, we have not entered into any hedging
transactions to reduce our exposure to such risks. Following the issuance of the Bonds, we may enter
into foreign exchange or interest rate hedging arrangements in respect of our U.S. dollar-denominated
liabilities under the Bonds. These hedging arrangements may require us to pledge or transfer cash and
other collateral to secure our obligations under the arrangements, and the amount of collateral required
may increase as a result of mark-to-market adjustments. The Managers and their respective affiliates
may enter into such hedging arrangements and these arrangements may be secured by pledges of our
cash and other assets. If we were unable to provide such collateral, it could constitute a default under
such hedging arrangements.

We may incur additional cost to comply with the new policy regarding the tax bureau to collect
social insurance and may be required by the tax bureau to make additional social insurance
contributions.

On July 20, 2018, China’s Central Committee and the State Council released the Reform Plan on
the National and Local Taxation Collection and Management System (the “Taxation Collection Reform
Plan™). Set to take effect on January 1, 2019, the plan places the responsibility of calculating and
collecting social insurance premiums solely with the tax bureau, which is expected to improve social
insurance compliance since the tax bureau is better resourced to monitor and collect contributions. The
impact of the newly adopted Taxation Collection Reform Plan is still uncertain. We may incur additional
cost to comply with this new plan and may be required by the tax bureau to make additional social
insurance contributions, which may have a material adverse impact on our business, financial condition
and results of operations.

Interpretation of PRC laws and regulations involves uncertainty.

Our core business is conducted within China and is governed by PRC laws and regulations. The
PRC legal system is based on written statutes, and prior court decisions can only be used as a reference.
Since 1979, the PRC government has promulgated laws and regulations in relation to economic matters
such as foreign investment, corporate organization and governance, commerce, taxation and trade, with a
view to developing a comprehensive system of commercial law, including laws relating to property
ownership and development. However, due to the fact that these laws and regulations have not been
fully developed, and because of the limited volume of published cases and the non-binding nature of
prior court decisions, interpretation of PRC laws and regulations involves a degree, sometimes a
significant degree, of uncertainty. Furthermore, the legal protections available to us under these laws,
rules and regulations may be limited. Any litigation or regulatory enforcement action in China may be
protracted and could result in substantial costs and diversion of resources and management attention.

Depending on the governmental agency or the presentation of an application or case to such
agency, we may receive less favorable interpretations of laws and regulations than our competitors. In
addition, any litigation in China may be protracted and result in substantial costs and diversion of
resources and management attention. All these uncertainties may cause difficulties in the enforcement of
our land use rights, entitlements under our permits, and other statutory and contractual rights and
interests.
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You may experience difficulty in effecting service of legal process, enforcing foreign judgments
or bringing original actions in China based on foreign laws against us, our directors and our
senior management.

We conduct substantially all of our operations in China and substantially all of our assets are
located in China. In addition, the substantial majority of our directors and senior management reside
within China. As a result, it may not be possible for investors to effect service of process outside China
upon the substantial majority of our directors and senior management. Recently, the Supreme People’s
Court and the Department of Justice of the Hong Kong Special Administrative Region entered into the
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial
Matters between the Courts of the Mainland and of the Hong Kong Special Administrative Region ([
i DA b, B 4 R LA R 1 3 e A B R AT LA T R S R A 2 HE)), providing for the reciprocal
recognition and enforcement of judgments of courts with each other. However, the PRC does not have
treaties providing for the reciprocal recognition and enforcement of judgments of courts with the United
Kingdom, Japan or many other countries. As a result, recognition and enforcement in China of
judgments of a court in any of the other non-PRC jurisdictions may be difficult and uncertain.

The national and regional economies in China and our prospects may be adversely affected by
natural disasters, acts of God, and occurrence of epidemics.

Our business is subject to general economic and social conditions in China. Natural disasters,
epidemics and other acts of God which are beyond our control may adversely affect the economy,
infrastructure and livelihood of the people in China. Some regions in China, including the cities where
we operate, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought or epidemics
such as Severe Acute Respiratory Syndrome, or SARS, H5N1 avian flu or the human swine flu, also
known as Influenza A (HIN1). For instance, a serious earthquake and its successive aftershocks hit
Sichuan Province in April 2013 and resulted in tremendous loss of lives and destruction of assets in the
region. We have projects located in Chengdu, approximately 100 kilometers from the earthquake’s
epicenter in Lushan County, Sichuan Province. Earthquakes with such magnitude may adversely affect
our ability to complete and sell or lease our properties as scheduled or cause material damage or loss to
our properties. In addition, past occurrences of epidemics, depending on their scale, have caused
different degrees of damage to the national and local economies in China. A recurrence of SARS or an
outbreak of any other epidemics in China, such as the H5N1 avian flu or the human swine flu,
especially in the cities where we have operations, may result in material disruptions to our property
development and our sales and marketing, which in turn may adversely affect our financial condition
and results of operations.

We cannot guarantee the accuracy of facts, forecasts and other statistics with respect to China,
the PRC economy, the PRC real estate industry and the selected PRC regional data contained in
this offering memorandum.

Facts, forecasts and other statistics in this offering memorandum relating to China, the PRC
economy, the PRC real estate industry and the selected PRC regional data have been derived from
various official or other publications available in China and may not be consistent with other
information compiled within or outside China. However, we cannot guarantee the quality or reliability of
such source materials. They have not been prepared or independently verified by us, the Managers or
any of our or their respective affiliates or advisors (including legal advisors), or other participants in this
offering and, therefore, we make no representation as to the accuracy of such facts, forecasts and
statistics. We have, however, taken reasonable care in the reproduction and/or extraction of the official
and other publications for the purpose of disclosure in this offering memorandum. Due to possibly
flawed or ineffective collection methods or discrepancies between published information and market
practice, these facts, forecasts and statistics in this offering memorandum may be inaccurate or may not
be comparable to facts, forecasts and statistics produced with respect to other economies. Further, we
cannot assure you that they are stated or compiled on the same basis or with the same degree of
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accuracy as in other jurisdictions. Therefore, you should not unduly rely upon the facts, forecasts and
statistics with respect to China, the PRC economy, the PRC real estate industry and the selected PRC
regional data contained in this offering memorandum.

Risks Relating to the Notes

Certain initial investors may own a majority of one or more series of the Notes to be issued and
may therefore be able to exercise certain rights and powers on behalf of all holders of such
series of Notes. Additionally, this may reduce the liquidity of such series of Notes in the
secondary trading market.

Certain initial investors, including Dr. Hui and other affiliates of China Evergrande Group, may
purchase and own a majority of one or more series of the Notes being offered under this offering
memorandum. Dr. Hui Ka Yan, the chairman of the Company, is expected to be allocated an aggregate
principal amount of US$20 million of the 2022 Notes and US$580 million of the 2023 Notes. Mr. Xia
Haijun, the chief executive officer and executive director of our parent company China Evergrande
Group, is expected to be allocated an aggregate principal amount of US$50 million of the 2022 Notes.
Any holder of a majority in aggregate principal amount of any series of Notes will have certain rights
and powers under the Indentures and related documents. For example, subject to certain exceptions, the
holders of a majority in aggregate principal amount of a series of Notes may direct the time, method and
place of conducting any proceeding for exercising any remedy available to the Trustee for the particular
series or exercising any trust or power conferred on it. In addition, as described in “Description of 2022
Notes — Amendments and Waivers” and “Description of 2023 Notes — Amendments and Waivers,”
the Indentures, the Notes, the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary
Guarantees (if any) may be amended with the consent of the holders of a majority in aggregate principal
amount of the relevant series of Notes, and any Default or Event of Default or compliance with any
provision of the Indentures, the relevant series of Notes, the Parent Guarantee, the Subsidiary
Guarantees or the JV Subsidiary Guarantees (if any) may be waived with the consent of the holders of a
majority in aggregate principal amount of the relevant series of the outstanding Notes, subject in each
case to certain exceptions. Accordingly, any holder that holds a majority in aggregate principal amount
of an outstanding series of Notes will be able to exercise such rights and powers on behalf of all holders
of such series of Notes and control the outcome of votes on such matters.

In addition, any holder that holds a significant percentage of a series of Notes, even if less than a
majority, will be able to exercise certain rights and powers and will have significant influence on
matters voted on by holders of such series of Notes. For example, holders of at least 25% in aggregate
principal amount of each series of Notes may declare all of such series of Notes to be immediately due
and payable if certain types of Events of Default have occurred and are continuing.

Additionally, the existence of any such significant holder may reduce the liquidity of the relevant
series of Notes in the secondary trading market. If such holder sells a material portion of any series of
the Notes at any one time, it may materially and adversely affect the trading price of the Notes.

The Issuer is a special purchase vehicle and currently does not have operating activities or
revenue, and payments with respect to the Notes are dependent upon cash flow from other
members of our Group.

The Issuer is a special purchase vehicle and currently does not have any operating activities or
revenue. We conduct our operations primarily through our PRC subsidiaries, which, along with certain
of our offshore subsidiaries (such offshore subsidiaries, together with our PRC subsidiaries, “Non-
Guarantor Subsidiaries™), will not provide guarantees for the Notes. The Issuer’s primary assets will
be intergroup loans to our other subsidiaries. Accordingly, the Issuer’s ability to pay principal and
interest on the Notes will depend upon its receipt of principal and interest payments on the intergroup
loans from such borrowing subsidiaries and the ability of the Parent Guarantor, the Subsidiary
Guarantors and the JV Guarantors (if any), if any, to honor their obligations under the Parent Guarantee,
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the Subsidiary Guarantees and the JV Guarantees, if any. The borrowing subsidiaries, the Parent
Guarantor, any of the Subsidiary Guarantors and the JV Guarantors, if any, may not have material
operations or assets, and therefore depend upon the receipt of sufficient funds from their respective
subsidiaries or other members in our Group to meet their obligations.

Creditors, including trade creditors of Non-Guarantor Subsidiaries and Unrestricted Subsidiaries
and any holders of preferred shares in such entities, would have a claim on the these subsidiaries’ assets
that would be prior to the claims of holders of the Notes. As a result, our payment obligations under the
Notes will be effectively subordinated to all existing and future obligations of our Non-Guarantor
Subsidiaries and Unrestricted Subsidiaries, including their obligations under guarantees they have issued
or will issue in connection with our business operations, and all claims of creditors of our Non-
Guarantor Subsidiaries and Unrestricted Subsidiaries will have priority as to the assets of such entities
over our claims and those of our creditors, including holders of the Notes. In addition, certain of our
offshore subsidiaries are permitted to not guarantee the Notes, provided that, the consolidated assets of
all these offshore subsidiaries (other than the Issuer, Exempted Subsidiaries and Listed Subsidiaries) do
not exceed 20% of our Relevant Total Assets. As of June 30, 2019, our Non-Guarantor Subsidiaries and
Unrestricted Subsidiaries had total borrowings of approximately RMB579,144 million (US$84,362
million), capital commitments of approximately RMB276,625 million (US$40,295 million) and
contingent liabilities arising from guarantees of approximately RMB436,033 million (US$63,515
million). The Notes, the Existing Notes and their respective indentures permit us, the Parent Guarantor,
the Subsidiary Guarantors, the JV Subsidiary Guarantors (if any) and our Non-Guarantor Subsidiaries
and Unrestricted Subsidiaries to incur additional indebtedness (including secured indebtedness) and issue
additional guarantees, subject to certain limitations. In addition, our secured creditors or those of the
Parent Guarantor or any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) would have priority
as to our assets or the assets of such Subsidiary Guarantor or JV Subsidiary Guarantor (if any) securing
the related obligations over claims of holders of the Notes.

Under the terms of the Notes, a Subsidiary Guarantee required to be provided by a subsidiary of
the Company under the terms of the Notes may be replaced by a limited-recourse guarantee, or JV
Subsidiary Guarantee, following the sale or issuance to, or a purchase from, a third party of an equity
interest in such subsidiary or its direct or indirect majority shareholders (subject to the satisfaction of
certain conditions). Recovery under a JV Subsidiary Guarantee is limited to an amount equal to our
proportional interest in the issued share capital of such Subsidiary Guarantor, or JV Subsidiary
Guarantor, multiplied by the fair market value of the total assets in such JV Subsidiary Guarantor and it
subsidiaries, on a consolidated basis, as of the date of the last fiscal year end of the Company. As a
result, the amount that may be recovered by the Notes Trustee pursuant to a JV Subsidiary Guarantee
(compared to a Subsidiary Guarantee) is reduced, which in turn may affect your ability to recover any
amounts due under the Notes.

We have substantial indebtedness and may incur substantial additional indebtedness in the
future, which could adversely affect our financial health and our ability to generate sufficient
cash to satisfy our outstanding and future debt obligations.

We maintain a significant level of indebtedness to finance our operations. As of December 31,
2016, 2017 and 2018 and June 30, 2019, our aggregate outstanding borrowings were RMB541.9 billion,
RMB621.4 billion, RMB523.9 billion (US$76.3 billion) and RMB579.1 billion (US$84.4 billion),
respectively. Our total borrowings described above do not include guarantees or indemnity we provided.
Since June 30, 2019, we have also incurred additional debt in the ordinary course of business to finance
our operations and to refinance our debt. See also “Description of Material Indebtedness and Other
Obligations.”

Our substantial indebtedness could have important consequences to you. For example, it could:

° limit our ability to satisfy our obligations under the Notes and the Existing Notes and other
debt;
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° increase our vulnerability to adverse general economic and industry conditions;

° require us to dedicate a substantial portion of our cash flow from operations to servicing and
repaying our indebtedness, thereby reducing the availability of our cash flow to fund working
capital, capital expenditures and for other general corporate purposes;

° limit our flexibility in planning for or reacting to changes in our businesses and the industry
in which we operate;

° place us at a competitive disadvantage compared to our competitors that have less debt;

° limit, along with the financial and other restrictive covenants of our indebtedness, among
other things, our ability to borrow additional funds; and

° increase the cost of additional financing.

In the future, we may from time to time incur substantial additional indebtedness and contingent
liabilities. Under the Notes, our ability to incur additional debt is subject to the limitation on
indebtedness and preferred stock covenant. Under such covenant, we may incur (i) certain Permitted
Indebtedness or (ii) additional indebtedness if we can, among other things, satisfy the Fixed Charge
Coverage Ratio. The Fixed Charge Coverage Ratio is derived by dividing Consolidated EBITDA by
Consolidated Fixed Charges. Because our definition of Consolidated EBITDA includes our unrealized
gains on valuation adjustments on our investment properties, our Consolidated EBITDA and therefore
our ability to incur additional debt under such covenant, could be substantially larger when compared to
other similarly situated PRC-based issuers of high-yield bonds whose covenant does not typically
include unrealized gains in the calculation of their respective consolidated EBITDA. In addition,
Consolidated Fixed Charges comprises of Consolidated Interest Expense and dividends paid on any
Disqualified Stock or Preferred Stock of the Company or any Restricted Subsidiary. Because our
definition of Consolidated Interest Expense, with respect to interest accruing on indebtedness of any
person other than the Company or any Restricted Subsidiary that is guaranteed by, or secured by a lien
on any asset of, the Company or any Restricted Subsidiary only includes interest that has become due
and payable by the Company or any Restricted Subsidiary, as the case maybe, our Consolidated Fixed
Charges would be substantially lower, and therefore our ability to incur additional debt under such
covenant could be substantially larger, when compared to other similarly situated PRC high yield issuers
whose covenant typically includes such interest regardless of whether it has become due and payable by
the Company or any Restricted Subsidiary or not. If we or our subsidiaries incur additional debt, the
risks that we face as a result of our already substantial indebtedness and leverage could intensify.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will
depend upon our future operating performance, which will be affected by prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. We
anticipate that our operating cash flow will be sufficient to meet our anticipated operating expenses and
to service our debt obligations as they become due. However, we cannot assure you that we will be able
to generate sufficient cash flow for these purposes. If we are unable to service our indebtedness, we will
be forced to adopt an alternative strategy that may include actions such as reducing or delaying capital
expenditures, selling assets, restructuring or refinancing our indebtedness or seeking equity capital.
These strategies may not be instituted on satisfactory terms, if at all.

In addition, the terms of the Indentures and the Existing Indentures prohibit us from incurring
additional indebtedness unless (i) we are able to satisfy certain financial ratios or (ii) we are able to
incur such additional indebtedness pursuant to any of the exceptions to the financial ratio requirements,
and meet any other applicable restrictions. Our ability to meet our financial ratios may be affected by
events beyond our control. We cannot assure you that we will be able to meet these ratios. Certain of
our financing arrangements also impose operating and financial restrictions on our business. See for
example the section entitled “Description of Material Indebtedness and Other Obligations.” Such
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restrictions in the Indentures, the Existing Indentures and our other financing arrangements may
negatively affect our ability to react to changes in market conditions, take advantage of business
opportunities we believe to be desirable, obtain future financing, fund required capital expenditures, or
withstand a continuing or future downturn in our business or the general economy. Any of these factors
could materially and adversely affect our ability to satisfy our obligations under the Notes and other
debt.

Our subsidiaries are subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to us and our subsidiaries.

The Issuer depends on the receipt, directly or indirectly, of dividends and the interest and principal
payments on intercompany loans or advances from our subsidiaries, including our PRC subsidiaries, to
satisfy its obligations, including its obligations under the Notes and the Existing Notes. The ability of
our subsidiaries to pay dividends and make payments on intercompany loans or advances to their
shareholders is subject to, among other things, distributable earnings, cash flow conditions, restrictions
contained in the articles of association of our subsidiaries, applicable laws and restrictions contained in
the debt instruments or agreements of such subsidiaries. Currently, some of the instruments governing
debt for our subsidiaries contain restrictions that require such subsidiaries to obtain approval from
lending banks or other financial institutions prior to distributing any dividends. Such restrictions may
adversely affect the calculation of our Consolidated EBITDA, and in turn our ability to undertake
additional financing, investment or other transactions under the terms of the Notes. In addition, the
shares and assets, including dividends derived from these shares, of certain of our subsidiaries are
pledged to secure some of our indebtedness. Furthermore, if any of our subsidiaries raises capital by
issuing equity securities to third parties, dividends declared and paid with respect to such equity
securities would not be available to us to make payments on the Notes. These restrictions could reduce
the amounts that we receive from our subsidiaries, which would restrict our ability to meet our payment
obligations under the Notes and the obligations of the Parent Guarantor, Subsidiary Guarantors or JV
Subsidiary Guarantors (if any) under the Parent Guarantee, Subsidiary Guarantees or JV Subsidiary
Guarantees as the case may be.

PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations and such profits differ from
profits determined in accordance with HKFRS in certain significant respects, including the use of
different bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to set
aside a portion of their after-tax profits according to PRC accounting standards and regulations to fund
certain reserves that are not distributable as cash dividends. In practice, our PRC project companies may
pay dividends when (i) they have completed the project development, or at least have completed a phase
of the project or a stand-alone tower or building and its revenue is recognized and (ii) the required
government tax clearance and foreign exchange procedures have been completed. In addition, starting
from January 1, 2008, dividends for the year 2008 and onward paid by our PRC subsidiaries to their
non-PRC parent companies will be subject to a 10% withholding tax, unless there is a tax treaty between
the PRC and the jurisdiction in which the overseas parent company is incorporated that specifically
exempts or reduces such withholding tax. Pursuant to an avoidance of double taxation arrangement
between Hong Kong and the PRC, if the non-PRC parent company is a Hong Kong resident and directly
holds a 25% or more interest in the PRC enterprise, such PRC withholding tax rate may be lowered to
5%, although there exists uncertainty due to several PRC governmental circulars regarding whether and
the extent to which Hong Kong holding companies may be eligible for the benefits under this
arrangement. As a result of such restrictions, there could be timing limitations on payments from our
PRC subsidiaries to meet payments required by the Notes or to satisfy the obligations of the Parent
Guarantor, the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under the Parent Guarantee,
the Subsidiary Guarantees or JV Subsidiary Guarantees, as the case may be, and there could be
restrictions on payments required to redeem the Notes at maturity or as required for any early
redemption.
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Furthermore, although we currently do not have any offshore shareholder loan to our PRC
subsidiaries, we may resort to such offshore lending in the future, rather than equity contribution, to our
PRC subsidiaries to finance their operations. In such event, the market interest rates that our PRC
subsidiaries can pay with respect to offshore loans generally may not exceed comparable interest rates in
the international finance markets. The interest rates on shareholder loans paid by our subsidiaries,
therefore, are likely to be lower than the interest rate for the Notes, or any of the Existing Notes. Our
PRC subsidiaries are also required to pay a 10% if the interest is paid to a Hong Kong resident under
certain circumstances) withholding tax on our behalf on the interest paid under any shareholder loan.
Prior to payment of interest and principal on any such shareholder loan, the PRC subsidiaries (as
foreign-invested enterprises in China) must present evidence of payment of the withholding tax on the
interest payable on any such shareholder loan and evidence of registration with SAFE, as well as any
other documents that SAFE or its local branch may require.

As a result of the foregoing, we cannot assure you that we will have sufficient cash flow from
dividends or payments on intercompany loans or advances from our subsidiaries to satisfy our
obligations under the Notes, the Existing Notes or the obligations of the Parent Guarantor, the
Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under the Parent Guarantee, the Subsidiary
Guarantees or JV Subsidiary Guarantees as the case may be.

Under PRC regulations, we may not be able to transfer to our PRC subsidiaries proceeds from
this offering in the form of a loan, which could impair our ability to make timely payments of
interest, or even principal, under the Notes or the Existing Notes.

According to the existing PRC rules and regulations relating to supervision of foreign debt, loans
by foreign companies to their subsidiaries in China, such as our PRC subsidiaries established as foreign
invested enterprises in China, are considered foreign debt, and such loans must be registered with the
relevant local branches of SAFE. Such rules and regulations also provide that the total outstanding
amount of such foreign debt borrowed by any foreign-invested enterprise may not exceed the difference
between its total investment and its registered capital, each as approved by the relevant PRC authorities.
According to the Guide for Foreign Debt Registration Management (SME&EFEE HEEIEFES])
promulgated in April 2013, for a foreign-invested real estate enterprise that was established prior to
June 1, 2007, SAFE could process such enterprise’s foreign debt registration in an amount not exceeding
the difference between the total investment in such enterprise and its registered capital. However, it is
uncertain how the SAFE and local authorities will interpret and implement this Guide. Foreign-invested
enterprises include joint ventures and wholly foreign-owned enterprises established in China, such as
most of our PRC subsidiaries. Therefore, the proceeds of this offering that will be used for land
acquisitions and developments in China may only be transferred to our PRC subsidiaries as equity
investments and not as loans. Without having the flexibility to transfer funds to our PRC subsidiaries as
loans, we cannot assure you that the dividend payments from our PRC subsidiaries will be available on
each interest payment date to pay the interest due and payable under the Notes or the Existing Notes, or
on the maturity date to pay the principal of the outstanding Notes or the Existing Notes.

We may not be able to repurchase the Notes and the Existing Notes upon a change of control
triggering event.

We must offer to purchase the Notes and the Existing Notes upon the occurrence of a change of
control triggering event, at a purchase price equal to 101% of the principal amount plus accrued and
unpaid interest in accordance with the terms of the respective indentures. See the sections entitled
“Description of 2022 Notes,” “Description of 2023 Notes,” and ‘“Description of Material Indebtedness
and Other Obligations.”

The source of funds for any such purchase would be our available cash or third-party financing.
However, we may not have sufficient available funds at the time of the occurrence of any change of
control triggering event to make purchases of outstanding Notes and the outstanding Existing Notes. Our
failure to make the offer to purchase or to purchase the outstanding Notes and the outstanding Existing
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Notes would constitute an Event of Default under the Notes and the Existing Notes. The Event of
Default may, in turn, constitute an event of default under other indebtedness, any of which could cause
the related debt to be accelerated after any applicable notice or grace periods. If our other debt were to
be accelerated, we may not have sufficient funds to purchase the Notes, the Existing Notes and repay
the debt.

In addition, the definition of change of control triggering event for purposes of the Indentures does
not necessarily afford protection for the holders of the Notes in the event of some highly leveraged
transactions, including certain acquisitions, mergers, refinancings, restructurings or other
recapitalizations. These types of transactions could, however, increase our indebtedness or otherwise
affect our capital structure or credit ratings. The definition of change of control triggering event for
purposes of the Indentures also includes a phrase relating to the sale of “all or substantially all”” of our
assets. Although there is a limited body of case law interpreting the phrase “substantially all,” there is
no precise established definition under applicable law. Accordingly, our obligation to make an offer to
purchase the Notes and the ability of a holder of the Notes to require us to purchase its Notes pursuant
to the offer as a result of a highly leveraged transaction or a sale of less than all of our assets may be
uncertain.

The terms of the Notes permit us to make investments in Unrestricted Subsidiaries and minority
owned joint ventures; the terms of the Notes also give us flexibility to pay dividends and
repurchase our shares.

In light of land prices, sizes of projects, the competitive landscape and other factors, we may from
time to time consider developing properties jointly with other property developers. As a result, we may
need to make investments in joint ventures (including joint ventures in which we may own less than a
50% equity interest) and such joint ventures may or may not be Restricted Subsidiaries under the
Indentures and the Existing Indentures. Although the Indentures and the Existing Indentures restrict us
and our Restricted Subsidiaries from making investments in Unrestricted Subsidiaries or joint ventures,
these restrictions are subject to important exceptions and qualifications. In particular, the Indentures do
not impose a minimum shareholding requirement or restrict the types of business these entities are
engaged in. Under the Indentures, we are also not required to satisfy the Fixed Charge Coverage Ratio
for such investments up to 12.5% of the Total Assets. We also have a general basket of making
investments that is not subject to any conditions for up to 1% of the Total Assets. See the sections
entitled “Description of 2022 Notes — Certain Covenants — Limitation on Restricted Payments” and
“Description of 2023 Notes — Certain Covenants — Limitation on Restricted Payments.”

In addition, notwithstanding any other provision of the “Limitation on Restricted Payments”
covenant under the terms of the Notes, we are not required to satisfy the Fixed Charge Coverage Ratio
for any restricted payment consisting solely of the declaration or payment of dividends in cash on our
Common Stock or the repurchase of our Common Stock and otherwise have flexibility to make
substantial amounts of dividend distributions on our Common Stock and repurchases of our Common
Stock. See “Description of 2022 Notes — Certain Covenants — Limitation on Restricted Payments”
and “Description of 2023 Notes — Certain Covenants — Limitation on Restricted Payments.”

The terms of the Notes permit us to buy out minority interests in non-wholly owned Restricted
Subsidiaries, and such purchases will not constitute Restricted Payments.

The Indentures permit us to redeem, repurchase or otherwise acquire minority interests in our
Restricted Subsidiaries held by Independent Third Parties, and such purchases will not constitute
Restricted Payments. See “Description of 2022 Notes — Certain Covenants — Limitation on Restricted
Payments” and ‘“Description of 2023 Notes — Certain Covenants — Limitation on Restricted
Payments.” Even though such transactions would potentially increase our ownership interests in the
relevant Restricted Subsidiary, we may have to pay substantial amounts of consideration in these
transactions, whether in cash or other assets, which may adversely impact our business, results of
operations and financial condition.
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The terms of the Notes permit us to designate any Non-Core Entity as an Unrestricted
Subsidiary in connection with any Qualified Spin-off IPO, and investments we retain in such
Unrestricted Subsidiaries will not constitute Restricted Payments upon such designation.

As part of our strategy, we have taken significant initiatives or made investments to enter new
businesses with a view to establishing alternative revenue sources and diversifying our business. We
may spin off such new businesses in the future as we desire. Subject to certain restrictions, in
connection with a spin-off listing of Non-Core Entities that are engaged in businesses other than our
core real estate development business, the terms of the Notes permit us to designate any such Non-Core
Entity as an Unrestricted Subsidiary, and any interests we retain in such Non-Core Entities will not
constitute Restricted Payments upon such designation. See “Description of 2022 Notes — Certain
Covenants — Limitation on Restricted Payments” and “Description of 2023 Notes — Certain Covenants
— Limitation on Restricted Payments.” and the definition of ‘“Permitted Investment” therein. We
currently do not have any plan for such spin off listing of Non-Core Entities and do not expect to make
such designations. The effects of any such designation, if applicable, include, but are not limited to,
that:

° any entity so designated as an Unrestricted Subsidiary will no longer be subject to the
covenants under the Indentures;

° the Subsidiary Guarantees of any entity so designated as an Unrestricted Subsidiary may be
released; and

° interest expenses on Indebtedness of any entity so designated as an Unrestricted Subsidiary
will not be included in the calculation of our Consolidated Interest Expense, other than such
interest expenses on Indebtedness that is Guaranteed by the Company or a Restricted
Subsidiary.

In addition, the terms of the Notes provide us with additional flexibility to designate subsidiaries
as Unrestricted Subsidiaries, so long as such subsidiaries do not have existing indebtedness that could
actually trigger a cross-default to the debt of the Company at the time of designation, and if other
conditions are satisfied. See “Description of 2022 Notes — Certain Covenants — Designation of
Restricted and Unrestricted Subsidiaries” and “Description of 2023 Notes — Certain Covenants —
Designation of Restricted and Unrestricted Subsidiaries.”

The terms of the Notes permit the Company and each Subsidiary Guarantor and JV Subsidiary
Guarantor to transfer all or substantially all of its and its Restricted Subsidiaries’ properties and
assets to any Restricted Subsidiary.

The Company and each Subsidiary Guarantor or JV Subsidiary Guarantor will be permitted to sell,
convey, transfer, lease or otherwise dispose of all or substantially all of its and its Restricted
Subsidiaries’ properties and assets to any Restricted Subsidiary without satisfying the restrictions under
consolidation, merger and sale of assets covenant. See “Description of 2022 Notes — Consolidation,
Merger and Sale of Assets” and ‘“Description of 2023 Notes — Consolidation, Merger and Sale of
Assets.” The effects of any such transfer, if applicable, include, but are not limited to, that the Person
into which such assets are transferred may not be the Company or a Subsidiary Guarantor or JV
Subsidiary Guarantor and will have no obligation to become a Subsidiary Guarantor or JV Subsidiary
Guarantor concurrently with the transaction.
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Certain of our offshore Restricted Subsidiaries will be permitted to not provide a Subsidiary
Guarantee or a JV Subsidiary Guarantee.

According to the terms of the Notes, certain offshore Restricted Subsidiaries will not be required to
deliver a Subsidiary Guarantee or a JV Subsidiary Guarantee, including the following:

° a publicly listed Restricted Subsidiary and its Subsidiaries (see the definition of “Listed
Subsidiary” in “Description of 2022 Notes” and “Description of 2023 Notes™);

° any Restricted Subsidiary organized in any jurisdiction other than the PRC that is directly or
indirectly owned by certain of PRC Persons (see the definition of “Exempted Subsidiary” in
“Description of 2022 Notes” and “Description of 2023 Notes”);

° any Restricted Subsidiary the provision of a Subsidiary Guarantee or a JV Subsidiary
Guarantee by which would be prohibited by any applicable laws or regulations or any
applicable rules or policies of any applicable governmental or regulatory bodies or agencies;
and

° offshore Restricted Subsidiaries whose consolidated assets (excluding that of the Issuer,
Exempted Subsidiaries and Listed Subsidiaries) in the aggregate do not exceed 20% of our
Relevant Total Assets.

See “The Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees” sections
and the definitions of “Listed Subsidiary,” “Exempted Subsidiary” and “Relevant Total Assets” in the
“Description of 2022 Notes *“ and “Description of 2023 Notes.” As a result of these exemptions, certain
of our offshore Restricted Subsidiaries, which may constitute substantial revenue sources and/or hold
substantial assets, will not be guaranteeing the Notes.

We may be able to redeem the Notes in whole at a redemption price equal to 100% of the
principal amount plus accrued and unpaid interest in the event we are required to pay additional
amounts because we are treated as a PRC “resident enterprise.”

In the event that we are treated as a PRC “resident enterprise” under the PRC Enterprise Income
Tax Law, as described in “— Risks Relating to Our Business — The issuer and the Parent Guarantor
may be deem PRC resident enterprises under the PRC Enterprise Income Tax Law, which may subject
them to PRC taxation on their worldwide income, require them to withhold taxes on interest they pay on
the Notes and require holders of the Notes to pay taxes on gains realized from the sale of the Notes,”
we may be required to withhold PRC tax on interest payable to non-resident holders of the Notes. In
such case, we will, subject to certain exceptions, be required to pay such additional amounts so that a
holder of a Note will receive the same amounts as he would have received had no such withholding
been required. As described under “Description of 2022 Notes — Redemption for Taxation Reasons”
and “Description of 2023 Notes — Redemption for Taxation Reasons.” In the event we are required to
pay additional amounts as a result of certain changes in or interpretations of tax law, including any
change of interpretation or the stating of an official position that results in our being required to
withhold tax on interest payments as a result of our being treated as a PRC “resident enterprise,” we
may select to redeem the Notes in whole at a redemption price equal to 100% of the principal amount
plus accrued and unpaid interest. A holder of the Notes may therefore be redeemed at an earlier time
prior to the Notes’ stated maturity date.
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The insolvency laws of the British Virgin Islands, Hong Kong and other local insolvency laws
may differ from U.S. bankruptcy law or those of another jurisdiction with which holders of the
Notes are familiar.

Because some of the Subsidiary Guarantors are incorporated under the laws of the British Virgin
Islands, an insolvency proceeding relating to us or any such Subsidiary Guarantor, even if brought in the
United States, would likely involve British Virgin Islands insolvency laws, the procedural and
substantive provisions of which may differ from comparable provisions of United States federal
bankruptcy law. In addition, we and our other Subsidiary Guarantors are incorporated or may be
incorporated in Hong Kong and the insolvency laws of Hong Kong may also differ from the laws of the
United States or other jurisdictions with which the holders of the Notes are familiar.

We conduct substantially all of our business operations through PRC-incorporated subsidiaries in
China. The Subsidiary Guarantors, as equity holders in our PRC subsidiaries, are necessarily subject to
the bankruptcy and insolvency laws of China in a bankruptcy or insolvency proceeding involving any of
such PRC subsidiaries. Any JV Subsidiary Guarantors that become equity holders of our PRC
subsidiaries would also be subject to such laws. The PRC laws and regulations relating to bankruptcy
and insolvency and the legal proceedings in that regard may differ significantly from those of the United
States and other jurisdictions with which the holders of the Notes are familiar. You should analyze the
risks and uncertainties carefully before you invest in our Notes.

We may not be able to obtain and remit foreign exchange.

Our ability to satisfy our obligations under the Notes depends solely upon the ability of our PRC
subsidiaries to obtain and remit sufficient foreign currency to pay dividends to us and, if applicable, to
repay shareholder loans. Our PRC subsidiaries must present certain documents to the SAFE, its
authorized branch or the designated foreign exchange bank, for approval before they can obtain and
remit foreign currencies out of China, including, in the case of dividends, evidence that the relevant
PRC taxes have been paid and, in the case of shareholder loans, evidence of the registration of the loan
with the SAFE. Prior to payment of interest and principal on any shareholder loan we make to our PRC
subsidiaries, the relevant PRC subsidiary must also present evidence of payment of the 10% (or 7% if
the interest is paid to a Hong Kong resident under certain circumstances) withholding tax on the interest
payable in respect of such shareholder loan. If any PRC subsidiary for any reason fails to satisfy any of
the PRC legal requirements for remitting foreign currency payments, the PRC subsidiary will be unable
to pay us dividends or interest and principal on shareholder loans, which may affect our ability to satisfy
our obligations under the Notes or the Existing Notes.

Our operations are restricted by the terms of the Notes and the Existing Notes, which could limit
our ability to plan for or to react to market conditions or meet our capital needs, which could
increase your credit risk.

The Indentures and the Existing Indentures include a number of significant restrictive covenants.
These covenants restrict, among other things, our ability, and the ability of our Restricted Subsidiaries,
to:

° incur or guarantee additional indebtedness and issue disqualified or preferred stock;

° declare dividends on capital stock or purchase or redeem capital stock;

° make investments or other specified restricted payments;

° issue or sell capital stock of Restricted Subsidiaries;

° guarantee indebtedness of Restricted Subsidiaries;
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° sell assets;

° create liens;

° enter into sale and leaseback transactions;

° engage in any business other than permitted business;

° enter into agreements that restrict the Restricted Subsidiaries’ ability to pay dividends,
transfer assets or make intercompany loans;

° enter into transactions with shareholders or affiliates; and

effect a consolidation or merger.

These covenants could limit our ability to plan for or react to market conditions or to meet our
capital needs. Our ability to comply with these covenants may be affected by events beyond our control,
and we may have to curtail some of our operations and growth plans to maintain compliance.

A trading market for the Notes may not develop, and there are restrictions on resale of the
Notes.

The Notes are a new issue of securities for which there is currently no trading market. Although
application will be made to the SGX-ST for the listing and quotation of the Notes on the SGX-ST, we
cannot assure you that we will obtain or be able to maintain a listing on the SGX-ST, or that if listed, a
liquid trading market will develop. We have been advised that the Initial Purchasers intend to make a
market in the Notes, but no Initial Purchasers are obligated to do so and may discontinue such market
making activity at any time without notice. In addition, the Notes are being offered pursuant to
exemptions from registration under the Securities Act and, as a result, you will only be able to resell
your Notes in transactions that have been registered under the Securities Act or in transactions not
subject to or exempt from registration under the Securities Act. See “Transfer Restrictions.” We cannot
predict whether an active trading market for the Notes will develop or be sustained. If an active trading
market does not develop or does not continue, the market price and liquidity of the Notes could be
adversely affected.

The Notes will initially be held in book-entry form, and therefore you must rely on the
procedures of the relevant Clearing System to exercise any rights and remedies.

The Notes will initially only be issued in global certificated form and held through Euroclear and
Clearstream. Interests in the global notes will trade in book-entry form only, and the Notes in definitive
registered form, or definitive registered notes, will be issued in exchange for book-entry interests only in
very limited circumstances. Owners of book-entry interests will not be considered owners or holders of
the Notes. Payments of principal, interest and other amounts owing on or in respect of the global notes
representing the Notes will be made to the paying agent which will make payments to Euroclear and
Clearstream. Thereafter, these payments will be credited to accounts of participants that hold book-entry
interests in the global notes representing the Notes and credited by such participants to indirect
participants. After payment to the common depositary for Euroclear and Clearstream, we will have no
responsibility or liability for the payment of interest, principal or other amounts to the beneficial owners
of book-entry interests. Accordingly, if you beneficially own a book-entry interest, you must rely on the
procedures of Euroclear and Clearstream, and if you are not a participant in Euroclear and Clearstream,
on the procedures of the participant through which you beneficially own your interest, to exercise any
rights and obligations of a holder of the Notes under the Indentures. Unlike the holders of the Notes
themselves, owners of book-entry interests will not have the direct right to act upon our solicitations for
consents, requests for waivers or other actions from holders of the Notes. Instead, if you beneficially
own a book-entry interest, you will be permitted to act only to the extent you have received appropriate
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proxies to do so from Euroclear and Clearstream. The procedures implemented for the granting of such
proxies may not be sufficient to enable you to vote on a timely basis. Similarly, upon the occurrence of
an event of default under the Indentures, unless and until definitive registered notes are issued in respect
of all book-entry interests, as a beneficial owner of a book-entry interest, you will be restricted to acting
through Euroclear and Clearstream and their respective direct and indirect participants. The procedures
to be implemented through Euroclear and Clearstream may not be adequate to ensure the timely exercise
of rights under the Notes.

The ratings assigned to the Notes and our corporate ratings may be lowered or withdrawn or the
ratings outlook might change any time in the future.

The Notes are expected to be assigned a rating of B2 by Moody’s and B by S&P, respectively. The
ratings address our ability to perform our obligations under the terms of the Notes and credit risks in
determining the likelihood that payments will be made when due under the Notes. A rating is not a
recommendation to buy, sell or hold securities and may be subject to revision, suspension or withdrawal
at any time. We cannot assure you that a rating will remain for any given period of time or that a rating
will not be lowered or withdrawn entirely or an outlook will not be changed by the relevant rating
agency if in its judgment circumstances so warrant. Such a change may occur for a variety of reasons,
including our recent increase in the proportion of our short-term debt in relation to our overall debt
levels and the increase in our overall level of indebtedness. We have no obligation to inform holders of
the Notes of any such revision, downgrade, withdrawal or change in outlook. A suspension, reduction or
withdrawal at any time of, or a change in outlook relating to, the rating assigned to us, the Notes or any
of the Existing Notes may adversely affect the market price of the Notes.

The liquidity and price of the Notes following their issuance may be volatile.

The price and trading volume of the Notes may be highly volatile. Factors such as variations in our
revenues, earnings and cash flows, proposals for new investments, strategic alliances and/or acquisitions,
changes in interest rates, fluctuations in price for comparable companies, government regulations and
changes thereof applicable to our industry and general economic conditions nationally or internationally
could cause the price of the Notes to change. Any such developments may result in large and sudden
changes in the trading volume and price of the Notes. We cannot assure you that these developments
will not occur in the future.

There may be less publicly available information about us than is available in certain other
Jjurisdictions.

As we are not listed, there may be less publicly available information about us than is regularly
made available by public companies in other countries. In addition, the financial information in this
offering memorandum has been prepared in accordance with HKFRS, which may differ in material
respects from other GAAPs, which may in turn be material to the financial information contained in this
offering memorandum. We have not prepared a reconciliation of our consolidated financial information
and our consolidated financial statements and related footnotes between HKFRS and other GAAPs. In
making an investment decision, you must rely upon your own examination of us, the terms of the
offering and our financial information. You should consult your own professional advisors for an
understanding of the differences between HKFRS and any other GAAPs and how those differences
might affect the financial information contained in this offering memorandum.
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We will follow the applicable corporate disclosure standards for debt securities listed on the
SGX-ST, and such standards may be different from those applicable to debt securities listed in
certain other countries.

For so long as the Notes are listed on the SGX-ST and the rules of the SGX-ST so require, we will
be subject to continuing listing obligations in respect of the Notes. The disclosure standards imposed by
the SGX-ST may be different from those imposed by securities exchanges in other countries or regions
such as the United States or Hong Kong. As a result, the level of information that is available may not
correspond to what holders of the Notes are accustomed to.

Risks Relating to the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary
Guarantees

In this section, we use terms as defined in the Indentures and the Existing Indentures, and you
should refer to those documents for an accurate understanding of such defined terms.

Our Parent Guarantor and initial Subsidiary Guarantors do not currently have significant
operations and certain Subsidiary Guarantees may in some cases be replaced by limited-recourse
guarantees.

We conduct substantially all of our business operations through our PRC subsidiaries, but none of
our current PRC subsidiaries and their direct PRC or non-PRC subsidiaries and minority-owned
companies will provide a Subsidiary Guarantee or a JV Subsidiary Guarantee either upon issuance of the
Notes or at any time thereafter. No future subsidiaries that are organized under the laws of PRC or their
future PRC or non-PRC subsidiaries and minority-owned companies will provide a Subsidiary Guarantee
or a JV Subsidiary Guarantee at any time in the future. In addition, certain of our offshore subsidiaries
are permitted to not guarantee the Notes. See “— Risks Relating to the Notes — Certain of our offshore
Restricted Subsidiaries will be permitted to not provide a Subsidiary Guarantee or a JV Subsidiary
Guarantee.” As a result, the Notes will be effectively subordinated to all the debt and other obligations,
including contingent obligations and trade payables, of the PRC subsidiaries and such subsidiaries and
companies.

The Parent Guarantor and the initial Subsidiary Guarantors that will guarantee the Notes do not
have significant operations. In addition, the Parent Guarantor and certain Subsidiary Guarantors also
guarantee our obligations under the Existing Notes and certain of our bank loans. We cannot assure you
that the Parent Guarantor, the initial Subsidiary Guarantors or any subsidiaries that may become
Subsidiary Guarantors or JV Subsidiary Guarantors in the future will have the funds necessary to satisfy
our financial obligations under the Notes and the Existing Notes if we are unable to do so. See “—
Risks Relating to the Notes — The Issuer is a newly established company and currently does not have
operating activities or revenue, and payments with respect to the Notes are dependent upon cash flow

from other members of our Group.”

In addition, a Subsidiary Guarantee required to be provided by a subsidiary of the Company under
the terms of the Notes may be replaced by a limited-recourse JV Subsidiary Guarantee following the
sale or issuance to, or purchase from, a third party of an equity interest in such subsidiary or its direct
or indirect majority shareholders (subject to the satisfaction of certain conditions). Recovery under a JV
Subsidiary Guarantee is limited to an amount equal to our proportional interest in the issued share
capital of such JV Subsidiary Guarantor multiplied by the fair market value of the total assets in such
JV Subsidiary Guarantor and its subsidiaries, on a consolidated basis, as of the date of the last fiscal
year end of the Company.
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The Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees, if any,
may be released under certain circumstances.

A Parent Guarantee, Subsidiary Guarantees and JV Subsidiary Guarantees may be released in
certain circumstances. See “— Release of the Parent Guarantee, Subsidiary Guarantees and JV
Subsidiary Guarantees” under the sections entitled “Description of 2022 Notes ““ and “Description of
2023 Notes.”

The Parent Guarantee, the Subsidiary Guarantees or JV Subsidiary Guarantees may be
challenged under applicable insolvency or fraudulent transfer laws, which could impair the
enforceability of the Parent Guarantee, the Subsidiary Guarantees or JV Subsidiary Guarantees.

Under bankruptcy laws, fraudulent transfer laws, insolvency or unfair preference or similar laws in
the British Virgin Islands, Hong Kong and other jurisdictions where future Subsidiary Guarantors or JV
Subsidiary Guarantors (if any) may be established, a guarantee could be voided, or claims in respect of a
guarantee could be subordinated to all other debts of that guarantor if, among other things, the
guarantor, at the time it incurred the indebtedness evidenced by, or when it gives, its guarantee:

° incurred the debt with the intent to hinder, delay or defraud creditors or was influenced by a
desire to put the beneficiary of the guarantee in a position which, in the event of the
guarantor’s insolvency, would be better than the position the beneficiary would have been in
had the guarantee not been given;

° received less than reasonably equivalent value or fair consideration for the incurrence of such
guarantee;

° was insolvent or rendered insolvent by reason of the incurrence of such guarantee;

° was engaged in a business or transaction for which the guarantor’s remaining assets

constituted unreasonably small capital; or

° intended to incur, or believed that it would incur, debts beyond its ability to pay such debts
as they mature.

The measure of insolvency for purposes of the foregoing will vary depending on the laws of the
applicable jurisdiction. Generally, however, a guarantor would be considered insolvent at a particular
time if it were unable to pay its debts as they fell due or if the sum of its debts was then greater than all
of its properties at a fair valuation or if the present fair saleable value of its assets was then less than the
amount that would be required to pay its probable liabilities in respect of its existing debts as they
became absolute and matured.

In addition, a guarantee may be subject to review under applicable insolvency or fraudulent
transfer laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the guarantor.
In such case, the analysis set forth above would generally apply, except that the guarantee could also be
subject to the claim that, since the guarantee was not incurred for the benefit of the guarantor, the
obligations of the guarantor thereunder were incurred for less than reasonably equivalent value or fair
consideration.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Parent Guarantor, Subsidiary Guarantors or JV Subsidiary
Guarantors (if any) under the Parent Guarantee, Subsidiary Guarantees or JV Subsidiary Guarantees (as
the case may be) will be limited to the maximum amount that can be guaranteed by the Parent Guarantor
or applicable Subsidiary Guarantor or JV Subsidiary Guarantor without rendering the guarantee, as it
relates to the Parent Guarantor or such Subsidiary Guarantor or JV Subsidiary Guarantor, voidable under
such applicable insolvency or fraudulent transfer laws.
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If a court voids the Parent Guarantee, a Subsidiary Guarantee or JV Subsidiary Guarantee (as the
case may be), subordinates such guarantee to other indebtedness of the Parent Guarantor, Subsidiary
Guarantor or JV Subsidiary Guarantor, or holds the Parent Guarantee, Subsidiary Guarantee or JV
Subsidiary Guarantee (as the case may be) unenforceable for any other reason, holders of the Notes
would cease to have a claim against the Parent Guarantor, the Subsidiary Guarantor or JV Subsidiary
Guarantor (as the case maybe) based upon such guarantee, would be subject to the prior payment of all
liabilities (including trade payables) of such Parent Guarantor, Subsidiary Guarantor or JV Subsidiary
Guarantor (as the case may be), and would solely be creditors of us and any of the Parent Guarantor,
Subsidiary Guarantors or JV Subsidiary Guarantors whose guarantees have not been voided or held
unenforceable. We cannot assure you that, in such an event, after providing for all prior claims, there
would be sufficient assets to satisfy the claims of the holders of the Notes.

Risks Relating to the Keepwell and EIPU

The Keepwell and EIPU is not a guarantee of the payment obligations under the Notes, the
Parent Guarantee and the Subsidiary Guarantees and performance by the Company of its
obligations under the Keepwell and EIPU is subject to the approvals of the relevant authorities.

The Company will enter into the Keepwell and EIPU in relation to the Notes, as further discussed
in “Description of the Keepwell and EIPU.” Pursuant to the terms of the Keepwell and EIPU, the
Trustee may take action against the Company to enforce the provisions of the Keepwell and EIPU.
However, neither the Keepwell and EIPU nor any actions taken under the Keepwell and EIPU can be
deemed as a guarantee by the Company of the payment obligation of the Issuer under the Notes or the
payment obligation of the Parent Guarantor under the Parent Guarantee or any of the Subsidiary
Guarantors under the relevant Subsidiary Guarantees. Accordingly, the Company will be obliged to
cause the Issuer, the Parent Guarantor or the Subsidiary Guarantors to obtain, before the due date of the
relevant payment obligations, funds sufficient to enable the Issuer, the Parent Guarantor or the relevant
Subsidiary Guarantors to pay such payment obligations in full as they fall due and to maintain a certain
consolidated net worth, rather than assume the payment obligation as would be the case under a
guarantee.

In addition, under the Keepwell and EIPU, upon the occurrence of an Event of Default, the
Company agrees to purchase from the Parent Guarantor or any of its subsidiaries, equity interest in
subsidiaries held by the Company or such subsidiaries (the “Purchase’) at a purchase price based on
the terms of such Keepwell and EIPU. In case the Purchase is conducted at a price below an amount
determined in accordance with the terms of the Keepwell and EIPU, the Company also agrees to make
either (i) a loan to the Parent Guarantor or any of its subsidiaries incorporated outside the PRC; or (ii)
an investment in the Parent Guarantor or any of its subsidiaries incorporated outside the PRC, in each
case with a loan amount or an investment amount, as the case may be, calculated as set forth in the
Keepwell and EIPU.

Furthermore, even if the Company intends to perform its obligations under the Keepwell and
EIPU, depending on the manner in which the Company performs its obligations under the Keepwell and
EIPU in causing the Parent Guarantor or Subsidiary Guarantor to obtain, before the due date of the
relevant payment obligations, funds sufficient to meet such Parent Guarantor or Subsidiary Guarantor’s
obligations under the relevant Parent Guarantee or Subsidiary Guarantees, such performance may be
subject to obtaining prior consent, approvals, registration and/or filings from relevant governmental
authorities, including but not limited to MOF, CSRC, NDRC, MOFCOM, SAFE and SASAC (where
applicable). Although the Company is required to use all reasonable efforts to obtain any required
consents and approvals in order to fulfil its obligations under the Keepwell Deed, there is no assurance
that such consents or approvals will be obtained in a timely manner or at all. Furthermore, depending on
the manner of the performance of the Keepwell and EIPU, the Company, the Parent Guarantor, the
Issuer, the Subsidiary Guarantors and the PRC Subsidiaries may be subject to PRC tax, such as income
tax, withholding tax, transfer tax, stamp tax or other taxes under applicable PRC Laws.
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In addition, any claim by the Issuer, the Parent Guarantors, the Subsidiary Guarantors, the Trustee
and/or holders of Notes against the Company in relation to the Keepwell Deed will be effectively
subordinated to all existing and future obligations of the Company’s subsidiaries (which do not
guarantee the Notes), particularly the PRC operating subsidiaries of the Company, and all claims by
creditors of such subsidiaries (which do not guarantee the Notes) will have priority to the assets of such
entities over the claims of the Issuer, the Parent Guarantor, the Subsidiary Guarantors, the Trustee and/
or holders of Notes under the Keepwell and EIPU.

Performance by the Company of its undertaking under the Keepwell and EIPU may be subject to
consent from third party creditors and shareholders, and may also be restricted if any of the
equity interests are secured in favor of third party creditors.

Under the Keepwell and EIPU, the Company agrees to purchase from the Parent Guarantor or its
subsidiaries, the equity interest in subsidiaries held by such Parent Guarantor or subsidiaries. The ability
of the Company to perform this undertaking may be affected by its present or future financing
agreements of the Parent Guarantor and its subsidiaries:

° in the event that such financial agreements contain non-disposal or other restrictive covenants
that would prevent the sale of an equity interest by the Parent Guarantor or such subsidiaries,
the Parent Guarantor or such subsidiary would need to obtain the consent from the third party
creditor before it is able to proceed with the sale of such equity interest; and

° in the event that certain equity interests have been secured in favor of third party creditors,
the Parent Guarantor or such subsidiaries would need to arrange for these security interests to
be released before it is able to proceed with the sale of such equity interests.

In addition, the sale of the equity interests in certain non-wholly-owned companies may be subject
to pre-emptive rights or other restrictions in such company’s articles of association, shareholders’
agreement or otherwise that would require the selling shareholder to obtain consent or waiver from other
third party shareholders before any equity interest can be sold to the Company. Any sale of the equity
interests would also require independent shareholders’ approval and compliance with other requirements,
if any, under the Listing Rules. In the event the obligation to purchase under the Keepwell and EIPU
becomes effective there is no assurance that any required consents or waivers can be obtained from third
party shareholders in a timely manner or at all.
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USE OF PROCEEDS

We intend to use the net proceeds mainly to refinance our existing indebtedness and for general
corporate purposes.

We may adjust the foregoing plans in response to changing market conditions and, thus, reallocate

the use of the proceeds. Pending application of the net proceeds of this offering, we intend to invest
such net proceeds in demand deposits, time deposits or money market instruments.
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EXCHANGE RATE INFORMATION
China

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and
demand of Renminbi against a basket of currencies in the market during the prior day. The PBOC also
takes into account other factors, such as the general conditions existing in the international foreign
exchange markets. From 1994 to July 20, 2005, the conversion of Renminbi into foreign currencies,
including Hong Kong dollars and U.S. dollars, was based on rates set daily by the PBOC on the basis of
the previous day’s inter-bank foreign exchange market rates and then current exchange rates in the world
financial markets. During this period, the official exchange rate for the conversion of Renminbi to U.S.
dollars remained generally stable. Although the PRC government introduced policies in 1996 to reduce
restrictions on the convertibility of Renminbi into foreign currencies for current account items,
conversion of Renminbi into foreign currencies for capital items, such as foreign direct investment, loan
principals and securities trading, still requires the approval of SAFE and other relevant authorities. On
July 21, 2005, the PRC government introduced a managed floating exchange rate system to allow the
value of the Renminbi to fluctuate within a regulated band based on market supply and demand and by
reference to a basket of currencies. On the same day, the value of the Renminbi appreciated by
approximately 2% against the U.S. dollar. On May 18, 2007, the PBOC enlarged the floating band for
the trading prices in the inter-bank foreign exchange market of the Renminbi against the U.S. dollar
from 0.3% to 0.5% around the central parity rate, effective on May 21, 2007. This allows the Renminbi
to fluctuate against the U.S. dollar by up to 0.5% above or below the central parity rate published by
PBOC. In June 2010, the PBOC announced that it intended to further reform the RMB exchange rate
regime by allowing greater flexibility in the RMB exchange rate, and on April 16, 2012 the band was
further expanded to 1.0% and to 2.0% on March 17, 2014. The PBOC announces the closing price of a
foreign currency traded against the Renminbi in the inter-bank foreign exchange market after the closing
of the market on each working day, and makes it the central parity for the trading against the Renminbi
on the following working day. On 11 August 2015, the PBOC announced plans to improve the central
parity rate of the Renminbi against the U.S. dollar by authorizing market-makers to provide parity to the
China Foreign Exchange Trading Center operated by the PBOC with reference to the interbank foreign
exchange market closing rate of the previous day, the supply and demand for foreign currencies as well
as changes in exchange rates of major international currencies. On the same day, the central parity rate
of the Renminbi against the U.S. dollar depreciated by nearly 2.0%as compared to 10 August 2015, and
further depreciated by nearly 1.6% on 12 August 2015 as compared to 11 August 2015. The
International Monetary Fund announced on 30 September 2016 that the Renminbi joins its Special
Drawing Rights currency basket. Such change and additional future changes may increase the volatility
in the trading value of the Renminbi against foreign currencies.

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable
transfer in Renminbi as set forth in the H.10 statistical release of the Federal Reserve Bank of New York
for the periods indicated:

Exchange Rate

Period Period end Average High Low
(RMB per US$1.00)
20015 . 6.4778 6.2869 6.4896 6.1870
2016 . o 6.9430 6.6549 6.9580 6.9430
2017 o 6.5063 6.7530 6.9575 6.4773
2018 L 6.8755 6.6292 6.9737 6.2649
2019 . 6.9618 6.9014 7.1786 6.6822
July. .o 6.8833 6.8775 6.8927 6.8487
August. . ... 7.1543 7.0629 7.1628 6.8972
September . . ...... ... 7.1477 7.1137 7.1786 7.0659
October . . ... ... 7.0379 7.0961 7.1473 7.0379
November . ................ oo, 7.0308 7.0199 7.0389 6.9766
December. . . ......... ... ... . ... ... . ... 6.9618 7.0137 7.0609 6.9618
2020
January (through January 10) .. ............. 6.9178 6.9488 6.9749 6.9178

Source: Federal Reserve H.10 Statistical Release
Note:

() For yearly date, determined by averaging the daily rates during the relevant year. For monthly data, determined by
averaging the daily rates during the relevant month.
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Hong Kong

The H.K. dollar is freely convertible into the U.S. dollar. Since 1983, the H.K. dollar has been
linked to the U.S. dollar at the rate of HK$7.80 to US$1.00. The Basic Law of the Hong Kong Special
Administrative Region of the People’s Republic of China (the “Basic Law”), which came into effect on
July 1, 1997, provides that no foreign exchange control policies shall be applied in Hong Kong.

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be
determined by the forces of supply and demand in the foreign exchange market. However, against the
background of the fixed rate system which applies to the issuance and withdrawal of Hong Kong
currency in circulation, the market exchange rate has not deviated significantly from the level of
HK$7.80 to US$1.00. In May 2005, the Hong Kong Monetary Authority broadened the 22-year-old
trading band from the original rate of HK$7.80 per U.S. dollar to a rate range of HK$7.75 to HK$7.85
per U.S. dollar. The Hong Kong government has indicated its intention to maintain the link within that
rate range. Under the Basic Law, the Hong Kong dollar will continue to circulate and remain freely
convertible. However, no assurance can be given that the Hong Kong government will maintain the link
at HK$7.80 to US$1.00 or at all.

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable
transfers in H.K. dollars set forth in the H.10 statistical release of the Federal Reserve Bank of New
York for the periods indicated:

Exchange Rate

Period Period end Average High Low
(HK$ per US$1.00)
20015 . 7.7507 7.7519 7.7686 7.7495
2016 ..o 7.7534 7.7618 7.8270 7.7505
2017 .« 7.8128 7.7950 7.8267 7.7540
2018 . 7.8305 7.8376 7.8499 7.8043
2019 .. 7.7894 7.8335 7.8499 7.7850
July. ..o 7.8275 7.8133 7.8275 7.7956
August. .. ... 7.8403 7.8420 7.8469 7.8266
September . . ........ . L 7.8401 7.8350 7.8425 7.8177
October . .. ..o 7.8376 7.8421 7.8454 7.8371
November . ................. .......... 7.8267 7.8279 7.8365 7.8208
December. . .. ... 7.7894 7.8045 7.8289 7.7850
2020
January (through January 10) ... ............ 7.7661 7.7743 7.7889 7.7661

Source: Federal Reserve H.10 Statistical Release

Note:

(1) For yearly data, determined by averaging the daily rates during the relevant year. For monthly data, determined by
averaging the daily rates during the relevant month.
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our indebtedness and capitalization of the Company as of June 30,
2019 on an actual basis and on an adjusted basis after giving effect to the issuance of the Notes in this
offering before deducting the underwriting discounts and commissions and other estimated expenses
payable by us in connection with this offering. The following table should be read in conjunction with
our consolidated financial information and related notes included in this offering memorandum.

As of June 30, 2019
As adjusted for

Actual this offering
RMB USD RMB USD
(in millions) (in millions) (in millions) (in millions)
Cash at bank andonhand . . . .. ...... ... 217,708 31,713 245,168 35,713
Short-term debt:
Corporate bonds . . . .................. 33,084 4,819 33,084 4,819
Borrowings. . . ... ... ... 122,572 17,855 122,572 17,855
Current portion of non-current borrowings . . . 154,427 22,495 154,427 22,495
Total short-term debt . . . ... ............. 310,083 45,169 310,083 45,169
Long-term debt:
Borrowings. . ... ... ... oL 215,291 31,361 215,291 31,361
Corporate bonds . . . .................. 30,581 4,455 30,581 4,455
Existing senior notes . . . . .............. 23,189 3,378 23,189 3,378
Notes tobeissued. . .. ................ — — 27,460 4,000
Total long-term debt . . ... .............. 269,061 39,193 296,521 43,193
Total borrowings . . . . ... .............. 579,145 84,362 606,604 88,362
Equity
Non-controlling interests . .............. 86,948 12,665 86,948 12,665
Equity attributable to shareholders of the
Company . ...........uuueiininno.. 275,152 40,080 275,152 40,080
Total equity . . .. ........... .. ... ..., 362,100 52,746 362,100 52,746
Total capitalization™ . . ... ... .. .. .. .. .. 631,161 91,939 658,621 95,939
Note:

() Total capitalization is calculated as total long term borrowings plus total equity.

Except as otherwise disclosed in this offering memorandum, there has been no material adverse
change in our borrowings since June 30, 2019. See “Description of Material Indebtedness and Other
Obligations” for more information on our outstanding indebtedness.

We continue to incur additional indebtedness through bank borrowings or issuance of debt
securities or otherwise in our ordinary course of business. In addition, we may from time to time enter
into other and different forms of financing arrangements subject to market conditions, including but not
limited to corporate bonds, securitization arrangements including asset backed or receivables financing,
offshore facilities, trust financing arrangements or perpetual loan arrangements. See “Description of
Material Indebtedness and Other Obligations.”
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA
The following tables present the Company’s and Tianji’s selected financial and other data.

The selected consolidated financial data of the Company as of and for the years ended December
31, 2016, 2017 and 2018 (except for EBITDA data) are derived from the Company’s audited
consolidated financial statements as of and for the years ended December 31, 2017 and 2018, which
were audited by our independent auditor, PricewaterhouseCoopers Zhong Tian LLP. The selected
condensed consolidated financial statements of the Company as of and for the six months ended June
30, 2018 and 2019 (except for EBITDA data) are derived from the Company’s unaudited condensed
consolidated financial information as of and for the six months ended June 30, 2019, which were
reviewed by our independent auditor, PricewaterhouseCoopers Zhong Tian LLP in accordance with the
China Standards on Review Engagement 2101 “Review of Financial Statements”. The financial
information of the Company has been prepared and presented in accordance with PRC GAAP, which
differs in certain material respects from generally accepted accounting principles in other jurisdictions.
The Company has adopted CAS No.22, CAS No. 23 and CAS No. 37 (hereinafter collectively referred
to as the “New Financial Instrument Standards”, and in 2019, the Ministry of Finance issued “Notice of
the Ministry of Finance on Revising the Format of the General Enterprise Financial Statements for 2019
(Accounting [2019] 6)” and its interpretation (the “Notice’’). The Group has adopted above-mentioned
New Financial Instrument Standards and the Notice on January 1, 2019 and has not restated previous
years’ consolidated financial statements. Apart from adopting New Financial Instrument Standards and
the Notice, the accounting policies adopted in these interim financial statements are consistent withthose
adopted in the financial statements for the year ended December 31, 2018. For the impact of the
adoption of the new standards, please refer to Note 2(3) to the Company’s review report as of and for
the six months ended June 30, 2019 included elsewhere in the offering memorandum.

The selected consolidated financial data of Tianji as of and for the years ended December 31,
2016, 2017 and 2018 (except for EBITDA data) are derived from Tianji’s audited consolidated financial
statements as of and for the years ended December 31, 2017 and 2018, which were audited by its
independent auditor, PricewaterhouseCoopers. The selected condensed consolidated financial
information of Tianji as of and for the six months ended June 30, 2018 and 2019 were derived from
Tianji’s unaudited condensed consolidated financial information as of and for the six months ended June
30, 2019, which were reviewed by its independent auditor, PricewaterhouseCoopers in accordance with
Hong Kong Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”. The financial information of Tianji has been
prepared and presented in accordance with HKFRS, which differs in certain respects from generally
accepted accounting principles in other jurisdictions. Tianji has adopted HKFRS 9 and HKFRS 15 with
effect from January 1, 2018 and has not restated previous years’ consolidated financial statements.
Therefore, the audited consolidated financial statements for the year ended December 31, 2018 are not
comparable with the consolidated financial statements for the years ended December 31, 2016 and 2017.
For impact of the adoption of HKFRS 9 and HKFRS 15, please refer to Note 3(b) and 3(c) to Tianji’s
audited consolidated financial statements as of and for the year ended December 31, 2018 included
elsewhere in this offering memorandum. In addition, Tianji has adopted HKFRS 16 with effect from
January 1, 2019 and has not restated previous years’ consolidated financial statements. Therefore, the
unaudited interim financial information for the six months ended June 30, 2019 is not comparable with
the financial statements or information for the years ended December 31, 2016, 2017 and 2018 and the
six months ended June 30, 2018. For impact of the adoption of HKFRS 16, please refer to Note 4 to
Tianji’s unaudited interim financial information as of and for the six months ended June 30, 2019
included elsewhere in this offering memorandum.

The selected financial data below should be read in conjunction with the consolidated financial
statements or financial information of the Company and Tianji and the notes thereto included elsewhere
in this offering memorandum. Historical results are not necessarily indicative of results that may be
achieved in any future period.
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Selected Consolidated Statement of Comprehensive Income and Other Financial Data

Statement of comprehensive income of the Company

Revenue . . ........... ... ... ... ... . ... ...
Less: Costof sales. .. ............. ... .. ......
Taxes and surcharges . .. ..................
Selling expenses . .. .......... ...
Administrative expenses. . . . ... ... ...
Financial expenses-net. . ... ................
Assets impairment losses . . . .. ... ...
Credit impairment losses . .. ................
Add: Profit arising from changes in fair value. . .........
Investment income/(loss) . .. ................
Including: Share of loss of associates and joint ventures
(Losses)/gains from disposals of assets . .........

Other income . . . ........ ... ... ...

Operating profit. . . .. ........... .. ... ... ...
Add: Non-operating income . ... ..................

Less: Non-operating expenses . . . ..................

Total profit. . . ....... ... ... ... ... ... .. ... ..
Less: Income tax expenses/credit . .. ................

Net profit . . . ........ ... ... . . .

Including: Net profit of the acquiree entity in a business
combination under common control before the
combination date . . . ... ...

Profit attributable to:

Ordinary shareholders of the Company . ...........

Non-controlling interests . ... .................

Other comprehensive income/(loss), net of tax
Attributable to ordinary shareholders of the Company . . . ...
Shares of other comprehensive income of the investee
accounted for using equity method that will be
subsequently reclassified to profit or loss .. ... ...
Other comprehensive income/(loss) that will not be
subsequently reclassified to profit or loss . . ... ...
Changes in fair value of other equity instrument investment
Other comprehensive income/(loss) that will be
subsequently reclassified to profit or loss .. ... ...

Changes in fair value of available-for-sale financial assets

Ordinary shareholders of the Company . ...........
Non-controlling interests . ... .................

Other Financial data
EBITDA . ... ...
EBITDA margin® . . . ... ..................

Year ended December 31,

Six months ended June 30,

71

2016 2017 2018 2018 2019
RMB million RMB million RMB million US$ million RMB million RMB million  US$ million
(unaudited) (unaudited) (unaudited) (unaudited)
205,097 302,233 436,552 63,591 284,209 201,189 29,306
(140,751) (191,298) (276,780) (40,318) (179,544) (134,317) (19,565)
(15,824) (21,986) (28,054) (4,087) (18,710) (8,939) (1,302)
(13,907 (15,411) (16,313) (2,376) (7,779) (7,695) (1,121)
(5,916) (7,743) (9,501) (1,384) (4,246) (4,840) (705)
(3,810) (2,017) (3,498) (510) (1,425) (2,391) (348)
(374) (548) (481) (70) (251) (201) (29)
_ _ _ _ — (139) (20)
3,853 7,582 1,560 227 1,037 1,141 166
6 (3,629) 1,327 193 1,601 126 18
(647) (403) (206) (30) (127) (144) (21
43 12) (15) ) — 5 |
— 58 106 15 73 48 7
28,417 67,229 104,903 15,281 74,965 43,987 6,407
589 660 830 121 569 364 53
(2,496) (5,287) (3,971) (578) (2,712) (1,336) (195)
26,510 62,602 101,762 14,823 72,822 43,015 6,266
(8,809) (20,604) (29,523) (4,301) (21,317) (12,400 (1,806)
17,701 41,998 72,239 10,523 51,505 30,615 4,460
1,512 — — — — — —
15,840 39,196 65,874 9,596 46,314 27,745 4,042
1,861 2,802 6,365 927 5,191 2,870 418
(2,573) 1,808 204 30 (173) 195 28
(197 — — — — — —
— — — — — 136 20
— — — — — 136 20
(2,376) 1,808 204 30 (173) 59 9
(3,145) 2,400 (409) (60) (360) — —
769 (592) 613 89 187 59 9
15,128 43,306 72,443 10,553 51,332 30,810 4,488
13,267 41,004 66,078 9,625 46,141 27,940 4,070
1,861 2,802 6,365 927 5,191 2,870 418
49,581 100,648 154,799 22,549 105,456 64,992 9,467
24.2% 33.3% 35.5% 35.5% 37.1% 32.3% 32.3%



Notes:

)]

(@)

EBITDA for any period is calculated as revenue less cost of sales, taxes and surcharges, selling expenses and administrative
expenses, and plus depreciation and amortization, land appreciation tax and capitalized interest in cost of sales. EBITDA is
not a standard measure under PRC GAAP. EBITDA is a widely used financial indicator of a company’s ability to service
and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows, net income or
any other measure of financial performance or as an indicator of our operating performance, liquidity, profitability or cash
flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that investors should
consider, among other things, the components of EBITDA such as sales and operating expenses and the amount by which
EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe it is a useful
supplement to cash flow data as a measure of our performance and our ability to generate cash flow from operations to
cover debt service and taxes. EBITDA presented herein may not be comparable to similarly titled measures presented by
other companies. Investors should not compare our EBITDA to EBITDA presented by other companies because not all
companies use the same definition. Investors should also note that EBITDA as presented herein may be calculated
differently from Consolidated EBITDA as defined and used in the Indentures governing the Notes. Interest expense excludes
amounts capitalized. See the sections entitled “Description of 2022 Notes — Definitions” and “Description of 2023 Notes
— Definitions” for a description of the manner in which Consolidated EBITDA is defined for purposes of the Indentures
governing the Notes.

EBITDA margin is calculated by dividing EBITDA by revenue.
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Statement of comprehensive income of the Parent Guarantor

Revenue . ........ ... . . ...
Costof sales . ......... ...

Gross profit. . . ... .. ... ...
Fair value gains on investment properties. . .. ..........
Other gains, net. . . .. ...
Other income . . . ... v
Selling and marketing costs . . ......... ... ... ...
Administrative expenses. . . ... .. ... .. ...
Other operating eXpenses . . . ... ..........uuuo...

Impairment losses on financial assets ... .............

Operating profit. . . .. ........ ... .. ... ... ...
Finance costs, met . . .. ... ... ..

Share of profit of investments accounted for using equity

Fair value gains/(losses) on financial assets at fair value
through profit or loss. . . ...... ... ... .. ... ...
Profit before income tax. . .. ........ .. .. .. ... ...

Income tax expense . .. ........... ...

Profit/(loss) for the year. . ... ....... .. ..........

Other comprehensive income
(Item that may be reclassified to profit or loss)
Change in value of available-for-sale financial assets, net of tax

Currency translation differences. . .. .......... ... ...

(Item that may not be reclassified to profit or loss)
Change in fair value of financial assets at fair value through

other comprehensive income, net of tax .. ..........

Other comprehensive income for the period, net of tax .. ...
Total comprehensive income for the year. . ... ........

Profit/loss attributable to:
Shareholders of the Company . .. ..................

Non-controlling interests . . .. ....................

Total comprehensive income attributable to:
Shareholders of the Company . .. ..................
Non-controlling interests . ... ....................

Year ended December 31,

Six months ended June 30,

2016 2017 2018 2018 2019

RMB’000 RMB’000 RMB’000 US$°000 RMB’000 RMB’000 US$°000
(unaudited) (unaudited) (unaudited) (unaudited)
21,089,044 35,639,069 42,825,668 6,238,262 29,359,373 21,272,672 3,098,714
(15,261,509)  (24,963,279)  (31,147,801) (4,537,189)  (22,429,700)  (15,425,495) (2,246,977)
5,827,535 10,675,790 11,677,867 1,701,073 6,929,673 5,847,177 851,737
1,241,402 1,812,366 4,246,888 618,629 3,423,498 992,314 144,547
42,248 148,734 3,761,594 547,938 3,312,582 2,279,315 332,020
350,902 279,065 489,180 71,257 334,347 287,630 41,898
(1,459,150) (1,647,628) (1,321,191) (192,453) (695,755) (620,830) (90,434)
(2,990,877) (1,895,450) (2,310,080) (336,501) (954,265) (1,478,058) (215,303)
(331,853) (1,016,551) (726,387) (105,810) (486,928) (257,580) (37,521)
— — (101,160) (14,736) (7,710) (22,597) (3,292)
2,680,207 8,356,326 15,716,711 2,289,397 11,855,442 7,027,371 1,023,652
(812,492) (1,416,038) (3,354,035) (488,570) (977,557) (2,047,158) (298,202)
99,345 221,668 258,452 37,648 271,203 90,317 13,156
— — (46,310) (6,746) (43,548) 13,086 1,906
1,967,060 7,161,956 12,574,818 1,831,729 11,105,540 5,083,616 740,512
(2,306,181) (4,507,508) (6,391,536) (931,032) (4,540,041) (2,822,039) (411,076)
(339,121) 2,654,448 6,183,282 900,697 6,565,499 2,261,577 329,436
(27,681) 16,004 — — — — —
768,826 (592,309) 612,584 89,233 186,655 58,811 8,567
741,145 (576,305) 612,584 89,233 186,655 58,811 8,567
— — 39 6 543 (7,974) (1,162)
— — 612,623 89,239 187,198 50,837 6,398
402,024 2,078,143 6,795,905 989,935 6,752,697 2,312,414 336,841
(525,678) 2,816,446 5,680,155 827,408 6,242,996 2,177,620 317,206
186,557 (161,998) 503,127 73,289 322,503 83,957 12,230
(339,121) 2,654,448 6,183,282 900,697 6,565,499 2,261,577 329,436
215,467 2,240,141 6,292,778 916,646 6,430,194 2,228,457 324,611
186,557 (161,998) 503,127 73,289 322,503 83,957 12,230
402,024 2,078,143 6,795,905 989,935 6,752,697 2,312,414 336,841
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Selected Consolidated Balance Sheet Data

Consolidated Balance Sheet of the Company

As of December 31,
2016 2017 2018 As of June 30, 2019

RMB million RMB million RMB million US$ million RMB million US$ million
(unaudited) (unaudited) (unaudited)

ASSETS

Current assets

Cash at bank and on hand. . ... ......... 275,191 266,748 175,078 25,503 217,708 31,713
Trading financial assets . .. ............ — — — — 187 27
Financial assets at fair value
through profit or loss. . .. ........... 3,076 2,772 919 134 — —
Notes receivable . .. ................. 68 62 572 83 1,448 211
Accounts receivable. . ... ... ... ....... 8,447 12,783 20,218 2,945 32,652 4,756
Prepayments. .. .................... 52,159 129,952 120,785 17,594 118,720 17,294
Interests receivable . .. ............... 281 119 — — — —
Other receivables. . . ................. 28,627 47,728 65,717 9,573 67,267 9,799
Inventories . ... .............. ... . 647,097 896,405 1,008,134 146,851 1,077,995 157,028
Current portion of non-current assets . . . . . . 7,019 8,176 8,487 1,236 8,461 1,232
Other current assets . . . .. ............. 14,466 20,036 22,501 3,278 23,347 3,401
Total current assets . . . . ............... 1,036,431 1,384,781 1,422,411 207,198 1,547,785 225,460
Non-current assets
Available-for-sale financial assets . ... .... 34,840 1,740 911 133 — —
Long-term receivables . ... ............ 8,746 4,477 6,240 909 9,141 1,332
Long-term equity investments . . . ... ..... 727 2,624 16,522 2,407 15,753 2,295
Other equity instrument investments. . . . . . . — — — — 1,093 159
Investment properties. . ... ............ 130,196 145,588 155,638 22,671 154,958 22,572
Property, equipment and plant. . .. ....... 13,208 15,657 16,558 2,412 16,070 2,341
Construction in progress. . .. .. ......... 4,478 6,080 7,374 1,074 7,916 1,153
Intangible assets . .. ................. 5,138 5,271 5,303 772 5,337 7717
Goodwill . ........ ... ... .. ... ... 1,003 — — — — —
Long-term prepaid expenses . .. ......... 204 166 811 118 753 110
Deferred income tax assets .. ........... 3,809 3,649 3,285 479 3,906 569
Other non-current assets. . . .. .......... 1,358 29 508 74 225 33
Total non-current assets. . . . ............ 203,707 185,281 213,150 31,049 215,152 31,340
TOTAL ASSETS . . . .. ... ... .. ...... 1,240,138 1,570,062 1,635,561 238,246 1,762,937 256,801
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LIABILITIES AND OWNERS’ EQUITY

Current liabilities
Short-term borrowings . . . . ............
Notes payable. . .. ..................
Accounts payable .. .................
Advances from customers. . ............
Employee benefits payable . . .. .........
Taxes payable. . . .......... ... .. ....
Interests payable . . . .................
Dividends payable. ... ...............
Other payables . ....................
Current portion of non-current liabilities. . . .

Total current liabilities. . . . ... ..........

Non-current liabilities
Long-term borrowings . . .. ............
Corporate bonds . . ..................
Long-term payables. ... ..............
Deferred income tax liabilities. . . .. ... ...
Other non-current liabilities . .. .........
Total non-current liabilities . . .. .........
Total liabilities. . . ... ........ ... ... ...
Owners’ equity
Paid-in capital. . . . ... ... L.
Capital surplus . . ......... ... ... ...
Other comprehensive (loss)/income . ... ...
Statutory reserve . . ... ...
Currency translation differences. . . . ... ...
Retained earnings . . .................

Total equity attributable to ordinary
shareholders of the Company. .. .......
Non-controlling interests .. ............

Total owners’ equity . .................

TOTAL LIABILITIES AND OWNERS’
EQUITY. ... ...

As of December 31,

2016 2017 2018 As of June 30, 2019
RMB million RMB million RMB million US$ million RMB million US$ million
(unaudited) (unaudited) (unaudited)

88,706 133,178 100,465 14,634 122,572 17,855
43,675 64,414 139,849 20,371 158,807 23,133
132,457 172,773 235,143 34,252 267,756 39,003
183,404 244,054 168,352 24,523 122,481 17,841
1,411 1,821 2,170 316 1,245 181
34,954 65,180 111,229 16,202 127,797 18,616
9,758 2,367 — — — —
4,189 1,065 — — — —
114,710 71,204 78,574 11,446 93,161 13,570
80,754 215,495 191,795 27,938 191,579 27,907
694,018 971,551 1,027,577 149,683 1,085,398 158,106
332,137 267,927 201,264 29,317 215,291 31,361
47,005 17,380 36,189 5,272 53,770 7.832
41,345 4,288 — — — —
21,443 25,570 23,201 3,380 22,208 3,235
16,048 24,673 25,081 3,653 24,170 3,521
457,978 339,838 285,735 41,622 315,439 45,949
1,151,996 1,311,389 1,313,312 191,305 1,400,837 204,055
2,500 3,940 3,940 574 3,940 574

14 117,751 114,930 16,741 114,179 16,632
(2,320) (689) (308) (45) (113) (16)
42 195 1,970 287 1,970 287

— 177 — — — —
52,989 92,032 127,723 18,605 155,176 22,604
53,225 213,406 248,255 36,162 275,152 40,080
34,917 45,267 73,994 10,778 86,948 12,665
88,142 258,673 322,249 46,941 362,100 52,746
1,240,138 1,570,062 1,635,561 238,246 1,762,937 256,801
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Consolidated Balance Sheet of the Parent Guarantor

ASSETS
Non-current assets

Property, plant and equipment. . .. .........

Right-of-use assets . ... ..
Land use rights. . . ... ...
Investment properties. . . . .
Trade and other receivables
Prepayments. .. ........
Intangible assets . . . ... ..
Investments accounted for us
the equity method. . . . .
Financial assets at fair value
comprehensive income. .
Available-for-sale financial a
Deferred income tax assets .

Current assets

Inventories . . .. ........

Properties under developmen
Completed properties held fo
Trade and other receivables

Contract costs. . .. ......
Prepayments. .. ........
Income tax recoverable . . .
Financial assets at fair value

Total assets . . ... ......

EQUITY

ing
through other

ssets ...

oo
rsale. .........
through profit or

Capital and reserves attributable to the
shareholder of the Company

Share capital. . .. .......
Other reserves. . .. ......
Retained earnings . ......

Non-controlling interests . .

Total equity. . . .. ......

LIABILITIES
Non-current liabilities
Borrowings. . .. ... .. ..
Other payables . .. ......
Lease liabilities. . . . ... ..

Deferred income tax liabilities. . .. .........

Current liabilities

Borrowings. . . .........
Lease liabilities. . . ... ...
Trade and other payables . .
Contract liabilities. . . . . ..

Receipt in advance from customers . ........

Current income tax liabilities

Total liabilities. . . . ... ..

Total equity and liabilities

Year ended December 31,

Six months ended

2016 2017 2018 June 30, 2019V
RMB’000 RMB’000 RMB’000 US$°000 RMB’000 US$°000
(unaudited) (unaudited) (unaudited)
5,350,906 5,933,364 5,118,044 745,527 5,139,907 748,712
— — — — 2,938,993 428,113
3,091,026 3,044,962 2,907,571 423,535 — —
27,192,835 30,185,920 31,229,963 4,549,157 30,461,844 4,437,268
623,328 417,768 1,745,793 254,303 500,392 72,890
934,659 — — — — —
101,372 93,535 86,617 12,617 86,041 12,533
1,943,657 4,469,748 10,672,914 1,554,685 10,670,038 1,554,266
— — 277,999 40,495 — —
551,544 549,672 — — — —
150,914 235,526 267,233 38,927 222,032 32,343
39,940,241 44,930,495 52,306,134 7,619,247 50,019,247 7,286,125
33,717 1,864 — — — —
113,607,621 127,619,184 109,721,319 15,982,712 110,186,070 16,050,411
15,960,912 18,446,149 17,422,034 2,537,805 19,359,461 2,820,023
84,145,587 105,284,572 118,778,873 17,302,094 130,299,966 18,980,330
— — 235,175 34,257 304,156 44,305
1,792,317 4,736,827 6,176,528 899,713 4,605,977 670,936
1,064,598 1,325,167 887,905 129,338 1,054,562 153,614
— — 237,626 34,614 186,653 27,189
7,294,305 4,137,217 3,441,958 501,378 2,694,574 392,509
10,998,779 14,465,717 15,835,952 2,306,766 14,888,938 2,168,818
234,897,836 276,016,697 272,737,370 39,728,677 283,580,357 41,308,136
274,838,077 320,947,192 325,043,504 47,347,925 333,599,604 48,594,261
66,962 66,962 66,962 9,754 66,962 9,754
(4,908,350) (7,708,604) (6,678,217) (972,792) (7,039,680) (1,025,445)
3,014,558 5,636,249 10,517,756 1,532,084 12,647,949 1,842,382
(1,826,830) (2,005,393) 3,906,501 569,046 5,675,231 826,691
7,630,312 9,241,738 14,356,158 2,091,210 12,978,041 1,890,465
5,803,482 7,236,345 18,262,659 2,660,256 18,653,272 2,717,155
49,721,810 43,899,345 42,222,506 6,150,401 62,540,007 9,109,979
9,115,190 — — — — —
— — — — 45,872 6,682
19,923,033 20,814,368 18,756,979 2,732,262 17,638,853 2,569,389
78,760,033 64,713,713 60,979,485 8,882,664 80,224,732 11,686,050
29,116,658 89,420,116 68,908,110 10,037,598 70,579,097 10,281,005
— — — — 34,462 5,020
125,349,033 114,322,444 137,334,004 20,004,953 128,836,841 18,767,202
— — 28,646,449 4,172,826 21,431,075 3,121,788
31,125,930 36,312,907 — — — —
4,682,941 8,941,667 10,912,797 1,589,628 13,840,125 2,016,042
190,274,562 248,997,134 245,801,360 35,805,005 234,721,600 34,191,056
269,034,595 313,710,847 306,780,845 44,687,669 314,946,332 45,877,106
274,838,077 320,947,192 325,043,504 47,347,925 333,599,604 48,594,261
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Management’s Discussion and Analysis for the Six Months Ended June 30, 2019
Revenue

Our revenue was RMB201.2 billion for the six months ended June 30, 2019, representing a
decrease of 29.2% as compared with the same period in 2018. Revenue generated from the property
development decreased by 30.6% to RMB193.4 billion. The decrease was mainly due to a decrease in
GFA delivered compared to the same period in 2018 since there was a decrease in GFA delivered during
the six months ended June 30, 2019 because of differences in property delivery schedules as set forth in
the property sale contracts. Revenue generated from property management increased significantly to
RMB2.3 billion, from the six months ended June 30, 2018 and revenue from construction services
increased by 24.5% to RMBO0.6 billion from the six months ended June 30, 2018, which were mainly
due to an increase in GFA under our management for the six months ended June 30, 2019. Our revenue
from hotel operation remained relatively stable at RMBO.6 billion for the six months ended June 30,
2018 and 2019. Revenue generated from investment properties amounted to RMB3.0 billion,
representing an increase of 102.3% from the six months ended June 30, 2018. The increase was mainly
due to increased rental income as a result of an increase in the rentable GFA of investment properties.

Gross Profit

Our gross profit was RMB66.9 billion for the six months ended June 30, 2019, representing a
decrease of 36.1% as compared with the same period of 2018. Decrease in gross profit for the six
months ended June 30, 2019 was mainly attributable to a decrease in GFA delivered, compared with the
same period of 2018. The average selling price of the properties per square meter remained relatively
stable as compared with the same period of 2018. Gross profit margin was 33.2% for the six months
ended June 30, 2019, representing a decrease by 9.7 percentage compared to the same period of 2018.
The decrease was mainly due to increases in construction costs for delivered properties, land costs and
interests costs.

Selling and Marketing Costs

In the six months ended June 30, 2019, our selling and marketing costs decreased to RMB7.7
billion from RMB7.8 billion for the same period of 2018, representing a decrease of 1.08%. The
decrease was generally in line with our decreased sales of property in the first half of 2019.
Financial Expenses, Net

In the six months ended June 30, 2019, our net financial expenses increased to RMB2.4 billion
from RMB1.4 billion for the same period in 2018, which was mainly attributable to exchange losses we
recognized during the period.
Investment

In the six months ended June 30, 2019, our investment decreased to RMBO.1 billion from RMB1.6

billion for the same period in 2018, primarily due to the one-off gain we recognized for disposal of a
subsidiary in the first half of 2018.
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Borrowings

As of June 30, 2019, our borrowings amounted to RMB579.1 billion (US$84.4 billion). The
following table sets forth maturities of our borrowings:

As percentage

As of June 30, of total
2019 borrowings
(RMB billion)
Less than one year. . . ... ... ... ... 310.1 53.5%
ONe 10 tWO YEAIS. « v o v v v v vt e e e et e e 266.4 46.0%
Two to five years . . .. . . . 2.6 0.5%
579.1 100.0%

A portion of our borrowings were secured by a pledge of properties and equipment, land use
rights, investment properties, properties under development, completed properties held for sale, cash and
the equity interests of certain subsidiaries. As of June 30, 2019, the average annualized interest rate on
our outstanding Renminbi borrowings was 8.4%, and the average annualized interest rate on our
outstanding foreign currency borrowings was 6.4%.

Foreign Exchange Exposure

Our business is principally conducted in Renminbi. A significant portion of residential and
investment properties are located in Mainland China. However, 14.9% of our borrowings as of June 30,
2019 were denominated in US dollar or HK dollar.

We estimate the Renminbi exchange rate to continue its two-way volatility as the Renminbi
exchange mechanism becomes increasingly market-oriented. We incurred exchange losses during the six
months ended June 30, 2019 due to depreciation in Renminbi. However, there is still uncertainty on the
actual exchange losses or gains relating to borrowings in foreign currencies when they are repaid on due
dates.

We will closely monitor our foreign exchange risk exposure and will adjust our debt profile based
on market changes. We have not entered into any forward exchange contracts to hedge our exposure to
foreign exchange risk.

Liquidity

As of June 30, 2019, the total balance of our cash and cash equivalents and restricted cash was
RMB217.7 billion.
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INDUSTRY OVERVIEW

The information in the section below has been derived, in part, from various government
publications unless otherwise indicated. This information has not been independently verified by us or
the Initial Purchasers or any of our and its affiliates or advisers. The information may not be consistent
with other information compiled within or outside the PRC.

Overview of the PRC Economy

From 2003 to 2007, China’s real GDP grew at a CAGR of approximately 11.0%, making it one of
the fastest growing major economies in the world. Amid the global financial crisis, China achieved an
annual real GDP growth of 9.6% in 2008 and maintained positive economic growth throughout the
crisis. China was among the first countries to recover from the global financial crisis. In February 2011,
it overtook Japan to become the world’s second largest economy. China’s economic growth slowed in
2012 due to various factors, including the European debt crises and weaker global demand for exports.
According to the National Bureau of Statistics, China’s real GDP growth was approximately 6.5% in
2018.

Overall Economic Growth

China’s nominal GDP has increased from RMB21,631 billion in 2006 to RMB90,031 billion in
2018, representing a CAGR of approximately 12.6%. Over the same period, China’s nominal GDP per
capita increased at a CAGR of 12.1% from RMB16,500 in 2006 to RMB64,644 in 2018, demonstrating
a significant increase in the purchasing power of the PRC population. The table below sets out selected
economic statistics of China for the periods indicated.

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMBbn). . 21,631 26,581 31,405 34,090 39,798 47,310 51,932 56,885 63,646 67,671 74413 82,712 90,031
Real GDP growth rate (%)  12.7% 142%  9.6%  9.2% 104%  93% 78% 1770% 13% 69% 67% 69%  6.5%
Nominal GDP per capita

(RMB) . ......... 16,500 20,169 23,708 25,608 30,015 35,198 38,459 41,908 47,203 53,533 53,980 59,660 64,644
Fixed asset investment

(RMBbn). . . ...... 11,000 13,732 17,283 22,460 27,812 31,149 37,469 44,707 51,202 55,159 60,647 64,124 64,568
Fixed asset investment

growth (%) ... .... 239% 248% 259% 30.0% 23.8% 12.0% 203% 193% 152% 98% 79% 57%  0.7%

Source: National Bureau of Statistics, Provincial/local statistics department
Urbanization

Strong economic growth has encouraged the rapid urbanization and population growth in selected
cities in China. The urbanization rate in China has increased significantly from 43.9% in 2006 to 59.6%
in 2018. The table below sets out China’s urbanization rate for the periods indicated.

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Urban population

(million) . . . . 577 594 607 622 666 691 712 731 749 771 793 813 831
Total population

(million) . . . . 1,314 1,321 1,328 1,341 1,371 1,347 1,354 1,361 1,368 1,375 1,383 1,390 1,395
Urbanization rate

(%) . ...... 439% 449% 45.7% 46.6% 49.7% S51.3% 52.6% 53.7% 548% 56.1% 573% 58.5% 59.6%

Source: National Bureau of Statistics, Provincial/local statistics department
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Disposable Income

The strong growth of the PRC economy has contributed to the rise in disposable income in China.
Per capita disposable income of urban households grew steadily between 2006 and 2018 at a CAGR of
10.6%. The table below sets out the per capita disposable income of urban households over the periods
indicated.

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Per capita disposable
income of
urban households
(RMB) . ...... 11,759 13,786 15,781 17,175 19,109 21,810 24,565 26,955 28,844 31,195 33,616 36,396 39,251

Source: National Bureau of Statistics, Provincial/local statistics department
Overview of the PRC Property Market
Between 2008 and 2018

Favorable economic conditions in the PRC have contributed to the strong growth of the PRC
property market. From 2008 to 2018, investments in real estate development in China increased at a
CAGR of 14.4%, the total GFA of commodity properties sold increased at a CAGR of 10.0%. The table
below sets out certain information about the PRC property market over the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Commodity properties
Total real estate investment

(RMB billion) . . ....... 3,120 3,624 4,826 6,180 7,180 8,601 9,504 9,598 10,258 10,980 12,026
Total GFA under construction
(million sq.m.). . . ...... 2,833 3,204 4,054 5068 5734 6,656 7,265 7,357 N/A N/A N/A

Total GFA sold (million sq.m.) 660 948 1,048 1,094 1,113 1,306 1,207 1,285 1,573 1,694 1,717
Residential properties
Total real estate investment

(RMB billion) .. ....... 2,244 2,561 3,404 4432 4937 5895 6435 6,460 6,870 7,515 8,519
Total GFA under construction
(million sq.m.). . . ...... 2,229 2,153 3,148 3,877 4290 4863 5,151 5,117 5213 5364 5,700

Total GFA sold (million sq.m.) 593 862 934 965 985 1,157 1,052 1,124 1,375 1,448 1,479

Source: National Bureau of Statistics, Provincial/local statistics department

Prices for real estate in the PRC experienced steady growth between 2008 and 2017, with the
average price of commodity properties growing at a CAGR of 8.7% over the same period. The table
below sets out average property prices in the PRC over the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Average price of commodity

properties

(RMB per sq.m.) ....... 3,800 4,681 5,032 5357 5791 6,237 6323 6,793 7476 7,892 8,737
Average price of residential

properties

(RMB per sqm.) ....... 3,576 4,459 4,725 4993 5430 5850 5932 6472 7,203 7,614 8,544

Source: National Bureau of Statistics, Provincial/local statistics department
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Recent Developments in the PRC Property Market

Land prices in the PRC are affected by multiple factors in recent years. Following the global
economy recovery in early 2009, total land sales increased from approximately RMB604 billion to close
to approximately RMBI trillion from 2009 to 2010. On the other hand, the PRC government has been
introducing austerity measures since 2009 to regulate the property market and curb housing prices,
which led to a decline in the average land selling price in 2011. According to the National Bureau of
Statistics of China, the average land selling prices were RMB2,439 per sq.m. in 2010, RMB1,965 per
sq.m. in 2011, RMB2,077 per sq.m. in 2012, and RMB2,555 per sq.m. in 2013, RMB3,001 per sq.m. in
2014, and RMB3,341 per sq.m. in 2015, and RMB4,145 per sq.m. in 2016, RMB5,350 per sq.m. in
2017 and RMB5,525 per sq.m. in 2018; reflecting a year-on-year growth rate of 28.9%, (19.4%), 5.7%,
23.0%, 17.5%, 11.3%, 24.1%, 29.1% and 3.3%, respectively.

Historical land sales

= Site area sold (mm sq.m.) = Land price (RMBbn) = Average land selling price (RMB/sq.m.)

5,525
5,350

999 992 1,002

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: National Bureau of Statistics of China, Provincial/local statistics department
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Regulatory Milestones of the PRC Property Industry

From time to time, the PRC government has taken actions to tighten its control over the property
market. In particular, the PRC government has taken measures to discourage speculation in the
residential property market and to increase the supply of affordable housing. The table below sets out
the key regulatory milestones of the PRC property industry, including major policies and measures
implemented by the PRC government since 2008:

2008 . ..

2009 . ..

2010 . ..

The State Council issued Notice on Promoting the Land Saving and Intensive Use
B 5 B B A AR HE BT 20 S 40 R ML AU 48 H1) on January 3, 2008, which provided for
stricter supervision on land development and regulation of idle land.

In October 2008, the PBOC reduced the minimum down payment requirement to 20%
of the purchase price of the underlying property and the minimum mortgage loan
interest rate to 70% of the PBOC benchmark interest rate for the purchase of a
principal residence with a total GFA less than 90 sq.m.

On October 22, 2008, the State Council, the MOF and the SAT jointly announced the
decision to reduce the tax expenses of property transactions.

In October 2008, the CBRC issued regulatory notices to restrict trust financing
companies from providing trust loans, in form or in nature, to (i) property projects that
have not obtained the requisite land use rights certificates, construction land planning
permits, construction works planning permits and construction work commencement
permits; (ii) property developers that had not been issued with Class 2 qualification
certificates by the relevant competent construction authorities; (iii) property projects of
which less than 30% of the total investments are funded by the property developers’
own capital (except for affordable housing and commodity apartments, of which 20%
of the total investment shall be funded by the developer’s own capital); and (iv)
property developers for payment of land premium or for working capital purposes.

The State Council issued a Notice on Adjusting the Capital Ratio of Fixed Assets
Investment  Project €[5 B B A i % [ B i G TH H B A & LAY, The
Notice provides that the minimum capital requirements for affordable housing and
ordinary commodity apartments are 20%, and the minimum capital requirement for
other real estate development projects is 30%. These regulations apply to both
domestic and foreign investment projects.

On March 8, 2010, the Ministry of Land and Resources instituted measures aimed at
ensuring sufficient land supply for government-subsidized residential property.

On April 17, 2010, the State Council announced its decision to implement diverse
credit policies for different types of purchases.

On September 21, 2010, the Ministry of Land and Resources and the MOHURD
instituted measures to require relevant governmental authorities to (i) strengthen the
management of the annual plan for land supply and residential property construction;
(ii) accelerate the approval process for land supply and construction for residential
properties; (iii) strengthen the management of land grants for residential properties;
(iv) strengthen the supervision on land supply and construction of residential
properties; and (v) strengthen the supervision and investigation of illegal conduct.
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2011 . ..

On September 29, 2010, the PBOC and the CBRC issued the Notice on the
Improvement of Diversified Residential Credit Policies {H[E A R&R4T ~ 1 EIER1T3
BB 2R B B 58 ¥ 22 B AR 55 S BORA B B Y3 AT to require, among
other things, all commercial banks to suspend (i) the extension of loans to individuals
for purchase of third or subsequent residences and (ii) the extension of loans to non-
local residents who cannot provide certificates evidencing payment of local taxes or
social insurance for more than one year. For the purchase of a primary residence, the
minimum down payment was increased to 30% of the purchase price of the underlying

property.

On September 29, 2010, the MOF, the SAT and the MOHURD issued the Notice on
Adjustment of Preferential Policies for Deed Tax and Individual Income Tax for Real
Estate Transactions CHFECH ~ [ G055 48R B (12 5 700 408 00 w3 00 A ) 2868 5
5 BN SR A T S B BRI AT to  curb  transfers by individuals of
residential properties purchased within one year through the levying of individual
income tax.

On December 19, 2010, the Ministry of Land and Resources promulgated the Circular
on Issues Pertaining to the Strengthened Implementation of Real Estate Land Use
Regulatory Policies and the Healthy Development of the Property Market <[ Bk
VB[ Hb A ) b 48 R SR AIE A b T 5 £ R R A B B RSN ) to further regulate
the granting of land use rights for real estate development and tighten regulation of
idle land.

On November 4, 2010, the MOHURD and SAFE issued the Notice on Further
Standardization of the Administration of Housing Purchase by Foreign Entities

and Individuals B HE— 25 B &35 S MRS5S & B4 F0) to further restrict

foreign individuals from purchasing property in the PRC.

On January 27, 2011, the MOF and the SAT jointly issued the Notice on Business Tax
Imposed on Individuals Transferring Houses «HBAECHS ~ B 20 155 48 = B i ) B A8 A AT
5 i 2EBLBUR A A1) to curb transfers of properties by individuals within five
years of purchase.

In January 2011, the State Council issued a notice to further restrict property
purchases and strengthen regulations on land transfers, property development projects
and idle land. Among other things, the notice (i) increased the minimum down
payment for the purchase of a second home from 50% to 60%; (ii) required local
governmental authorities to take steps to expand the coverage of low-income housing
by increasing supply of low-income housing through construction, redevelopment,
purchases and long-term leases and to build 10 million units of low-income housing in
2011; (iii) increased the minimum down payment from 20% to 30% for the purchase
of the first residential property of a family if the underlying property has a unit GFA
of 90 sq.m. or more; (iv) required that if a property developer failed to obtain the
relevant construction permits and failed to commence construction within two years
from the designation of land for property development, the relevant land use rights
granted be forfeited and an idle land penalty be imposed; (v) prohibited the transfers
of land or a property development project if the amount of property development
investment (excluding the land premium) incurred is less than 25% of the total
investment amount in respect of the project; and (vi) prohibited families holding local
residency and owning two or more residential properties and families holding non-
local residency and owning at least one residential property or who cannot provide a
local tax payment certificate or a social security certificate from purchasing additional
residential properties in their local district.
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2012 . ..

2013 ...

In March 2011, the MOHURD released the Notice on Inspection in respect of
Standardized Management of Low-Income Housing Security Policy, requesting all
local government authorities to fully understand the importance and long-term nature
of the standardized management of low-income housing security policy, continue
adopting effective measures, implement management accountability, improve
management standards, and set up a comprehensive scientific, orderly, efficient, open
and transparent management system.

In July 2011, MOHURD issued the Notice on Relevant Issues Relating to Enhanced
Implementation of Real Estate Control Policies Bt — 75 H 5 Hh i sl #E BUR A
B R K ) to enhance the implementation of purchase restrictions in second-tier
and third-tier cities and to increase the number of cities subject to property purchase
restrictions. This notice set out five criteria and encouraged local governments to,
subject to local market conditions, implement property purchase restrictions if three or
more of the following criteria are met: (i) prices of new residential units in the
relevant city recorded year-on-year increase or recorded month-on-month increase
during the six months ended June 30, 2011 according to information provided by the
National Bureau of Statistics; (ii) the average price of new residential units in the
relevant city in June 2011 had been higher than or closed to the maximum average
price of residential units pre-determined by the relevant authorities; (iii) the sales
volume of new commodity properties in the relevant city increased significantly from
January 2011 to June 2011, as compared with the same period in past year; (iv) the
relevant city is located close to major city(ies) with property purchase restrictions
implemented and the proportion of non-local purchasers of properties in such city
remained high; and (v) state-wide restrictive policies in real estate market had not been
fully implemented in the relevant city which resulted in continued and significant
increase in property prices and dissatisfaction of local residents. In addition, the PRC
government plans to build 36 million units of low-income housing during its “Twelfth
Five-year” period. Through large-scale and nationwide development of low-income
housing, it is expected that by the end of the “Twelfth Five-year” period, the coverage
of low-income housing in urban cities and counties will reach 20% or above
nationwide.

On June 1, 2012, the Ministry of Land and Resources promulgated the revised
Measures on the Disposal of Idle Land ([ & 1 Hij& & ##%), which became effective
on July 1, 2012. Under these measures, if any land parcel constitutes ‘“idle land” due
to government-related acts, the holder of the relevant land use rights are required to
explain to the relevant municipality or county-level land administrative department(s)
the reasons for the land becoming idle, consult the relevant government authorities and
rectify the situation accordingly. The means of rectification include but are not limited
to the extension of the period permitted for commencing development, the adjustment
of the land use and planning conditions or the substitution of the relevant idle land
parcels with other land parcels.

On February 26, 2013, the General Office of the State Council promulgated the Notice
on Continuing Adjustment and Control of Property Markets <[ i % %8 (47 5 Hb 2 i
Y E TAERY#E %), which reiterated the importance of controlling property prices
and promoting the healthy development of the PRC property market. The notice
mandated provincial governments to increase the effectiveness of regulations designed
to achieve national property control policies. Key goals are to (i) fine tune existing
measures to control property prices, (ii) curb property speculation, (iii) increase the
supply of commodity housing, (iv) accelerate the development of affordable housing
projects, and (v) manage the market expectation of the property industry and
strengthen the credit management of property developers.
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2014 . ..

2015 ...

On September 29, 2014 the PBOC and CBRC jointly issued Circular on Further
Improving Financial Services for Housing Consumption B3 — 25 MU 1E F5 4 il
IR TAER4EA1)  which provides that, for a family who buys on loan its first
ordinary house for self-use, the minimum percentage of down payment is 30%, and the
lower limit of loan interest rate is 70% of the benchmark rate, to be decided by
banking financial institutions in light of risk conditions. For a family who has paid up
the loan of its first house and applies again to buy on loan an ordinary commodity
house for the purpose of improving living conditions, the loan policies for first house
shall apply. In cities where the measures of “restrictions on house buying” are lifted
or not imposed, for a family who owns two or more houses and has paid up loans for
them, and applies to buy another house on loan, banking financial institutions shall
decide on the percentage of down payment and interest rate by prudently considering
the borrower’s solvency and credit status.

From third quarter of 2014 many cities have canceled or mitigated restriction on
buying of houses. For example, Some cities such as Hangzhou, Wuhan, Jinan, Nanjing
and Suzhou have canceled restriction on numbers of houses one can buy. Some cities
such as Ningbo, Qingdao and Nanchang have canceled such restriction in certain of its
areas.

In March 2015, the PBOC, CBRC and MOHURD jointly issued a notice to lower the
minimum down payment to 40% for the family that owns a residential property and
has not paid off its existing mortgage loan applying for a new mortgage loan to
purchase another ordinary residential property for self-use to improve living conditions
and allow the bank at its own discretion to decide the down payment ratio and loan
interest rate taking into consideration the solvency and credit standing of the borrower.
The minimum down payment is adjusted to 20% for the family that apply for housing
reserve loan to buy first ordinary residential property for self-use and 30% for the
family that owns a residential property and has paid off its existing mortgage loan
applying for a second housing reserve loan to buy another residential property for self-
use to improve living conditions.

Furthermore, according to a notice jointly issued by SAT and MOF, effective from
March 31, 2015, a business tax is levied on the entire sales proceeds from resale of
properties if the holding period is shorter than two years, and if the holding period is
more than two years, business tax for transfer of ordinary residences will not be
imposed, whereas for the transfer of non-ordinary residences business tax shall be paid
on the basis of price difference between the transfer income and the purchase cost.

In August, 2015, the CBRC, MOF and PBOC jointly issued a notice to lower the
minimum down payment to 20% for the family that owns a residential property and
has paid off its existing mortgage loan applying for a second housing reserve loan to
buy another residential property to improve living conditions. In Beijing, Shanghai,
Guangzhou and Shenzhen, the minimum down payment of applying for housing
reserve loan to buy a second residential property can be decided by local government
in combination with local reality.
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2016 . ..

2017 ...

2018 . ..

2019 . ..

On February 1, 2016, the PBOC and CBRC jointly issued a notice which provides that
in cities where restrictions on purchase of residential properties are not being
implemented, the minimum down payment ratio for a personal housing commercial
loan obtained by a household for purchasing its first ordinary residential property is, in
principle, 25% of the property price, which can be adjusted downward by 5% by local
authorities. For existing residential property household owners who have not fully
repaid the previous loan and are obtaining further personal housing commercial loan to
purchase an additional ordinary residential property for the purpose of improving
living conditions, the minimum down payment ratio shall be not less than 30% which
is lower than the previous requirement of not less than 40%.

From May 1, 2016, the reform to replace business tax with value-added tax is
implemented nationwide and expanded to cover several key sectors such as real estate,
construction, financial services and lifestyle services.

From September 30, 2016 to date, Beijing, Tianjin, Suzhou, Chengdu and other cities
have issued new property market control policies, including restoring the restriction on
purchases of residential properties and tightening credit policy. On October 12, 2016,
the MOHURD required investigation and punishment of persons or entities that spread
rumors, deliberately hype or disrupt the market to protect the rights and interests of
housing buyers.

On April 1, 2017, the MOHURD and the Ministry of Land and Resources jointly
issued the “Circular of Relevant Work on Strengthening the Recent Administration
and Control of Housing and Land Supply” B i 40 B34 5 K i b fit 18 7 £ R0 3
PEA B TAERY4E%N) which provides, among others, that cities and counties that have
more than one million inhabitants shall make three-year (2017-2019) and five-year
(2017-2021) plans for housing land supply, and make such plans public by the end of
June 2017. The circular further requires that local governments shall adjust the size,
structure and timing of land supply for residential housing in due course based on the
period of depleting commodity residential housing inventory. In addition, the circular
stipulates that local authorities shall adopt the examination system of land acquisition
capital to insure that the property developers use internal funds to acquire lands and
that, if the land bid capital originate from a questionable source, the property
developers shall be disqualified and prohibited from bidding for land for a designated
time.

On November 19, 2017, the Interim Regulations of the People’s Republic of China on
Business Tax (H1#E A RILANE & EBE1T16M) was abolished and the Interim
Regulations of the People’s Republic of China on Value-added Tax % A & ILH1[EH
HOE B 171519]) was revised by the State Council. According to the revised Interim
Regulations on Value-added Tax, selling goods, providing labor services of
processing, repairs or maintenance, or selling services, intangible assets or real
property in the PRC, or importing goods to the PRC, shall be subject to value added
tax.

On March 8, 2018, the Administration on Qualifications of Real Estate Service
Enterprises was abolished and the Regulation on Property Management was revised by
the State Council. According to the revised Regulation on Property Management, the
qualification system for enterprises engaging in property management activities was
cancelled.

On March 19, 2018, the Regulation on Property Management was revised by the State
Council.
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On May 8, 2019, the China Banking and Insurance Regulatory Commission issued the
Notice on Launching the Work of Consolidating the Achievements in Rectification of
Chaotic Practices and Promoting the Compliance Construction € [H] 5 £ 2 & B i B

Jig R ENA AL S SR HE S HL S LAEME AT, which further tightens the financing
channels of property developers.

On December 28, 2019, the PBOC issued the Announcement on Matters Concerning
the Shift of the Pricing Benchmark for Existing Floating Rate Loans to the LPR {ff#&
T B FI) R R o (S ME W S LPRAA B S BN 15 ), which provides that financial
institutions shall not be allowed to sign floating rate loan contracts based on the
benchmark lending rate as of January 1, 2020. In addition, financial institutions shall
sign floating rate loan contracts or amend the way of interest rate of existing floating
rate loans contracts based on the LPR plus some basis points as agreed by the lender
and the borrower.

Over the years, land premiums have generally been on the rise in China. It is widely expected that
land premiums will continue to rise as the PRC economy continues to develop and demolition and
resettlement costs continue to increase.

Guangdong Province

Guangdong Province is located in the southern region of China. It has an area of approximately
179,813 sq.km. In 2018, Guangdong Province had a population of approximately 113 million. The real
GDP growth rate of Guangdong Province exceeded the average national growth rate in each of the past
10 years and the per capita GDP of Guangdong Province was significantly higher than the national
average. The table below sets out selected economic statistics of Guangdong Province for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 3,679.7 39483 4,601.3 5321.0 5706.8 6,216.4 6,781.0 7,281.3 38,0855 8,987.9 9,727.8
Per capita GDP (RMB). ... ........ 37,637.9 39,4359 44,735.6 50,807.0 54,095.0 58,833.0 63,469.0 67,503.0 74,016.0 81,089.0 86,412.0
Per capita disposable income of urban

households . .. .............. 19,732.9 21,574.7 23,897.8 26,897.5 30,226.7 29,537.3 32,148.1 34,757.2 37,684.3 40,975.1 44,341.0

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, properties with a total GFA of 76.2 million sq.m. were completed in
Guangdong Province in 2018, representing a CAGR of 5.7% since 2008. A total of 143.4 million sq.m.
of total GFA was sold in 2018. The table below sets out selected data relating to the property market in
Guangdong Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 43.6 50.6 56.6 61.4 63.6 62.7 73.3 60.4 65.9 82.0 76.2
GFA of residential properties completed

(sq.m. in millions). . .. ......... 34.8 41.1 45.9 48.8 49.2 47.5 54.4 44.4 47.7 57.8 52.2
Total GFA sold (sq.m. in millions) . . . . 48.5 70.6 73.2 74.3 79.0 98.4 932 116.8  146.1 159.6 1434
GFA of residential properties sold

(sq.m. in millions). . . . ......... 43.6 05.7 65.5 67.1 71.6 88.3 81.6  105.0 1302 1352 1208
Total sales revenue (RMB in billions).. . 288.8 4599  548.1 5853  640.8  894.1 8462 11,1443 1,621.5 1,879.3 1,874.2
Sales revenue from residential properties

(RMB in billions).. . . .......... 249.6 4177 459.0  507.1 5488 7476 696.0  996.7 14240 1,543.8 1559.5
Average price of commodity properties

(RMB per sqm.). . ............ 5,953.0 6,513.0 7,486.0 7,879.2 8,112.2 9,089.8 9,083.0 9,796.0 11,097.0 11,776.0 13,073.2
Average price of residential properties

(RMB per sqm.). . ............ 5,723.0 6,360.0 7,004.0 7,560.8 7,667.9 84658 8526.0 9,495.0 10,936.0 11,416.0 12,915.3

Source: National Bureau of Statistics, Provincial/local statistics department

87



Guangzhou City

Guangzhou is the largest city in southern China and the capital of Guangdong Province, located in
the central southern region of the province. In 2018, Guangzhou had a population of approximately 14.5
million. The city experienced a high GDP growth rate for the six years from 2008 to 2016. Guangzhou’s
GDP reached approximately RMB2,285.9 billion in 2018. The table below sets out selected economic
statistics of Guangzhou for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP
(RMB in billions) . . . 828.7 913.8 1,074.8 1,242.3  1,355.1 1,542.0 1,670.7 1,810.0 1,954.7 2,150.3  2,285.9
Per capita GDP (RMB). .  76,439.5 79,383.0 87,458.0 97,588.0 105,908.9 120,294.0 128,478.3 136,188.0 141,933.0 150,678.0 155,491.0

Source: National Bureau of Statistics, Provincial/local statistics department
Liaoning Province

Liaoning Province is located in the southern district of northeastern region of China. It has an area
of approximately 148,000 sq.km. In 2018, Liaoning Province had a population of approximately 43.6
million. The table below sets out selected economic statistics of Liaoning Province for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . . . 1,366.9 1,521.2 1,845.7 22227 24846 2,921.3 28627 28669 272247 23942 25315
Per capita GDP (RMB). .. ......... 31,739.0 35,149.0 42,355.0 50,760.0 56,649.0 61,996.0 65,201.2 65,354.0 50,791.0 54,745.0 58,008.0
Per capita disposable income of urban

households . . ............... 14,392.7 15,761.4 17,712.6 20,466.8 23,222.7 26,697.0 29,081.8 31,125.7 32,876.1 34,993.0 37,342.0

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties Liaoning Province in
2018 was approximately RMB7,541.6 representing a CAGR of 7.2% since 2008. The table below sets
out selected data on the property market in Liaoning Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 38.3 40.3 45.0 63.2 64.4 61.5 61.5 324 27.1 27.9 227
GFA of residential properties completed

(sq.m. in millions). . ... ........ 32.6 33.9 36.9 52.3 51.3 50.3 49.4 25.3 22.1 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 40.9 53.8 68.0 75.4 88.3 92.9 57.5 39.2 37.1 41.5 39.3
GFA of residential properties sold

(sq.m. in millions). . .. ......... 37.3 48.6 60.1 06.2 76.6 80.1 49.3 34.8 33.8 38.0 35.5
Total sales revenue (RMB in billions) . . 153.8 2169 3063 3569 4363 4759  309.2 2255 2257 2712  296.7
Sales revenue from residential properties

(RMB in billions) . . . .......... 1334 1883 2588 3009 361.1 3942 2519 190.8  198.8 2452  261.6
Average price of commodity properties

(RMB per sqm.). . ............ 3,758.0 4,034.0 4,505.0 4,732.6 4,942.0 5,121.7 5,373.0 5,758.1 6,080.0 6,681.0 7,541.6
Average price of residential properties

(RMB per sqm.). . ............ 3,575.0 3,872.0 4303.0 45429 47172 4918.2 5,107.0 5486.0 5.876.0 6,458.0 7,358.4

Source: National Bureau of Statistics, Provincial/local statistics department
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Shenyang City

Shenyang is the capital of Liaoning Province, located in the central region of the province. As of
December 31, 2018, Shenyang had a population of approximately 8.3 million. Shenyang’s GDP
increased to approximately RMB629.2 billion in 2018, representing a per capita GDP of approximately
RMB75,766.0. The table below sets out selected economic statistics of Shenyang for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 386.0 4269 5018  591.6 6603 7159 7099 7272 5460  586.5  629.2
Per capita GDP (RMB). .. ......... 49,166.0 54.654.0 62,357.0 72,648.0 80,480.1 86,850.0 85,816.0 87,833.0 65,851.0 70,722.0 75,766.0

Source: National Bureau of Statistics, Provincial/local statistics department
Jiangsu Province

Jiangsu Province is located along the east coast of China. It has an area of approximately 102,600
sq.km. In 2018, Jiangsu Province had a population of approximately 80.5 million. Jiangsu’s per capita
disposable income of urban households in 2018 was RMB47,220.0. The table below sets out selected
economic statistics of Jiangsu Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP

(RMB in billions) . . . 3,098.2 34457 41425 49110 54058 59753 6,5088  7,001.6 7,738.8  8,590.1  9,259.5
Per capita GDP (RMB). .  40,014.0 44,253.0 52,840.0 62,290.0 68,347.0 75,354.0 81,874.0 87,995.0 96,887.0 107,189.0 115,168.0
Per capita disposable

income of urban

households . . ... .. 18,679.5 20,551.7 22,9443 26,340.7 29,677.0 31,585.5 34,3463 37,173.5 40,151.6 43,622.0 47,220.0

Source: National Bureau of Statistics, Provincial/local statistics department

The table below sets out selected data on the property market in Jiangsu Province for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 90.7 84.4 87.0 84.5 98.5 97.1 96.2 103.0 100.7 95.8 85.4
GFA of residential properties completed

(sq.m. in millions). . . .......... 54.9 67.3 65.5 64.8 76.9 75.8 72.6 79.3 76.0 70.9 N/A
Total GFA sold (sq.m. in millions) . . . . 54.1 102.5 94.9 79.7 90.2 1145 98.5 1141 139.6  142.1 134.8
GFA of residential properties sold

(sq.m. in millions). . . .. ........ 47.3 90.3 81.1 67.7 792 1019 88.0 1028  126.6 1249 1204
Total sales revenue (RMB in billions) . . 246.7  510.6  554.0 5224  606.7 7914  689.8  839.6 1,129.3 1306.7 14527
Sales revenue from residential properties

(RMB in billions) . . . .......... 200.9 4341 4537 4159 5089 6778  597.0 7375 11,1055 1,132.6 1,269.4
Average price of commodity properties

(RMB per sqm.). .. ........... 4,049.0 4983.0 5841.0 6,554.4 6,726.8 6,908.6 7,006.0 7,356.0 8,805.0 9,195.0 10,773.5
Average price of residential properties

(RMB per sqm.). ............. 3,802.0 4,805.0 5,592.0 6,1452 6,422.8 6,650.3 6,783.0 7,176.8 8,734.0 9,070.0 10,542.5

Source: National Bureau of Statistics, Provincial/local statistics department
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Hebei Province

Hebei Province is located in the northwestern region of China. It has an area of approximately
72,500 sq.km. In 2018, Hebei had a population of approximately 75.6 million. The table below sets out
selected economic statistics of Hebei Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 1,601.2 1,723.5 2,039.4 2451.6 2,657.5 28443 2942.1 2980.6 3,207.0 3,596.4 3,601.0
Per capita GDP (RMB). . .......... 22,986.0 24,581.0 28,668.0 33,969.0 36,584.0 38,909.0 39,984.0 40,255.0 43,062.0 47,985.0 47,772.0
Per capita disposable income of urban

households . ................ 13,441.1 14,718.3 16,263.4 18,292.2 20,543.4 22,226.8 24,141.3 26,152.2 28,249.4 30,548.0 32,977.2

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Hebei Province in
2018 was approximately RMB7,682.8, representing a CAGR of 10.7% since 2008. The table below sets
out selected data on the property market in Hebei Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 16.6 22.1 36.1 51.8 48.9 44.4 40.4 40.4 42.9 34.2 23.9
GFA of residential properties completed

(sq.m. in millions). . .. ......... 15.0 19.4 313 42.7 39.8 35.2 32.0 32.3 335 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 22.3 29.7 46.6 58.9 51.4 56.8 57.1 58.5 66.8 64.3 52,5
GFA of residential properties sold

(sq.m. in millions). . ... ........ 213 28.2 43.3 52.9 46.2 50.2 50.2 51.6 59.0 55.8 47.1
Total sales revenue (RMB in billions) . . 62.0 96.8  165.0 2345 2304  278.0 2928 3372 4302  462.8  403.5
Sales revenue from residential properties

(RMB in billions) . .. .......... 58.4 90.5 1489 1994 1915 2329 2502 2854 3711 3925  356.7
Average price of commodity properties

(RMB per sqm.). ............. 2,779.0 3,263.0 3,539.0 3,982.8 4,478.0 48973 5,131.0 5,758.8 6,438.0 7,203.0 7,682.8
Average price of residential properties

(RMB per sqm.). .. ........... 2,743.0 3,210.0 3,442.0 3,766.8 4,142.0 4,639.6 4,988.0 5529.6 6,290.0 7,039.0 7,566.7

Source: National Bureau of Statistics, Provincial/local statistics department
Shandong Province

Shandong Province is located on the eastern coast of China. The table below sets out selected
economic statistics for Shandong Province for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 3,093.3 3,380.7 3917.0 4,536.2 5,001.3 5,523.0 59427 63002 6,802.4 7,263.4 7,647.0
Per capita GDP (RMB). . . ......... 32,935.8 35,893.6 41,106.0 47,335.0 51,768.0 56,885.0 60,879.1 64,168.0 68,733.0 72,807.0 76,267.0
Per capita disposable income of urban

households . ................ 16,305.4 17,811.0 19,945.8 22,791.8 25,755.2 26,882.4 29,221.9 31,545.2 34,012.1 36,789.0 39,549.4

Source: National Bureau of Statistics, Provincial/local statistics department
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According to the NBS, the average price per sq.m. of commodity properties in Shandong Province
in 2018 was approximately RMB7,481.2, representing a CAGR of 9.7% since 2008. The table below
sets out selected data on the property market in Shandong Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Total GFA completed (sq.m. in millions) 45.4 50.2 50.7 63.6 73.2 75.1 71.9 82.8 82.5 N/A N/A

Total GFA sold (sq.m. in millions) . . . . 55.1 70.2 92.9 95.8 86.3 103.3 91.8 97.3 1179 12,8132 1345
GFA of residential properties sold

(sq.m. in millions). . ... ........ 50.4 64.8 84.5 87.4 71.5 93.0 79.7 85.3  106.0 11,201.0  117.6
Total sales revenue (RMB in billions) . . 163.6 245.9 366.5 4259 411.2 521.5 488.0 540.8 690.3 809.7 1,006.6
Sales revenue from residential properties

(RMB in billions) . . . .......... 1437 219.6  321.8 3758  353.0 446.1 4009  451.1  607.1  689.2  868.3
Average price of commodity properties

(RMB per sqm.). . ............ 2,970.0 2,505.0 3,944.0 44477 4763.0 5,048.6 53150 5559.8 5.855.0 6,319.0 7,481.2
Average price of residential properties

(RMB per sqm.). . ............ 2,851.0 3,390.0 3,809.0 4,298.8 4,556.6 4,796.7 5,029.0 5,290.1 5,728.0 6,153.0 7,386.3

Source: National Bureau of Statistics, Provincial/local statistics department
Jinan City

Jinan is the capital city of Shandong Province. The table below sets out selected economic
statistics for Jinan for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP
(RMB in billions) . . . 301.7 335.1 391.1 440.6 480.4 523.0 577.1 610.0 653.6 720.2 785.7
Per capita GDP (RMB). .  45,724.0 50,376.0 57,947.0 64,309.5 69,443.8 74,993.0 82,052.0 85,919.0 90,999.0 98,967.0 106,302.0

Source: National Bureau of Statistics, Provincial/local statistics department

Anhui Province

Anhui Province is located in east China, across the basins of the Yangtze River and the Huaihe
River. It has an area of approximately 139,427 sq.km. In 2018, Anhui Province had a population of
approximately 63.2 million. The table below sets out selected economic statistics of Anhui Province for
the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 8852 1,006.3 12359 1,530.1 1,721.2 19229 2,084.9 2,200.6 2/440.8 2,701.8 3,000.7
Per capita GDP (RMB). ... ........ 14,448.2 16,407.7 20,887.8 25,659.3 28,792.0 32,001.0 34,424.6 35,997.0 39,561.0 43,401.4 47,712.0
Per capita disposable income of urban

households . .. .............. 12,990.4 14,085.7 15,788.2 18,606.1 21,024.2 22,789.3 24,838.5 26,935.8 29,156.0 31,640.3 34,393.1

Source: National Bureau of Statistics, Provincial/local statistics department
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According to the NBS, properties with a total GFA of 44.9 million sq.m. were completed in Anhui
Province in 2018. The total sales revenue amounted to approximately RMB707.7 billion. The average
price per sq.m. of commodity properties in Anhui Province in 2018 was approximately RMB7,049.9,
representing a CAGR of 9.1% since 2008.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 254 28.6 30.3 36.3 39.7 51.8 52.0 55.4 53.8 47.5 44.9
GFA of residential properties completed

(sq.m. in millions). . ... ........ 21.3 23.5 24.1 28.9 31.2 39.2 38.3 41.0 40.5 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 27.9 40.3 41.5 46.1 48.3 62.7 62.0 61.7 85.0 92.0  100.4
GFA of residential properties sold

(sq.m. in millions). . ... ........ 254 36.5 36.4 39.9 42.8 55.7 53.6 53.6 75.1 79.5 89.0
Total sales revenue (RMB in billions) . . 82.1 137.8 174.7 220.0 233.0 318.3 3345 336.9 503.6 586.6 707.7
Sales revenue from residential properties

(RMB in billions) . .. .......... 714 1180  142.0 1745 1922 2662  269.2 2714 4232 4879 6175
Average price of commodity properties

(RMB per sqm.). . ............ 2,949.0 3,420.0 4205.0 4,776.1 4,825.0 5,080.1 5,394.0 54574 59240 6,375.0 7,049.9
Average price of residential properties

(RMB per sqm.). . ............ 2,808.0 3,235.0 3,899.0 4,371.2 4,495.1 4,776.2 5,019.0 5,067.1 5,637.0 6,137.0 6,937.1

Source: National Bureau of Statistics, Provincial/local statistics department
Hefei City

Hefei is the largest city and the capital of Anhui Province, located in the central region of the
province. As of December 31, 2018, Hefei had a population of approximately 7.9 million. Hefei’s GDP
reached approximately RMB782.3 billion in 2018, representing a per capita GDP of approximately
RMB97,470.0. The table below sets out selected economic statistics of Hefei for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . . . 166.,5 2102 2962  363.7 4164 4673 5158  566.0 6274 7003 7823
Per capita GDP (RMB). ... ........ 34,482.0 41,543.0 54,796.0 48,540.0 55,182.1 61,555.0 67,394.0 73,102.0 80,136.0 88,456.0 97,470.0

Source: National Bureau of Statistics, Provincial/local statistics department
Sichuan Province

Sichuan Province is located in the southwestern region of China. It has an area of approximately
187,000 sq.km. In 2018, Sichuan had a population of approximately 83.4 million. The table below sets
out selected economic statistics of Sichuan Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 1,260.1 1,415.1 1,7185 2,102.7 2,387.3 2,639.2 2,853.7 3,0053 3,293.5 3,698.0 4,067.8
Per capita GDP (RMB). ... ........ 15,495.0 17,339.0 21,182.0 26,133.0 29,608.0 32,617.0 35,128.0 36,775.0 40,003.0 44,651.0 48,883.0
Per capita disposable income of urban

households . ........ ... .. ... 12,633.4 13,839.4 15,461.2 17,899.1 20,307.0 22,227.5 24,234.4 26,205.3 28,335.3 30,727.0 33,215.9

Source: National Bureau of Statistics, Provincial/local statistics department
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According to the NBS, the average price per sq.m. of commodity properties in Sichuan Province in
2018 was approximately RMB6,987.6, representing a CAGR of 8.3% since 2008. The table below sets
out selected data on the property market in Sichuan Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 33.5 42.8 39.7 423 58.7 51.1 53.5 45.5 70.5 56.2 56.4
GFA of residential properties completed

(sq.m. in millions). . . .. ........ 29.0 36.8 33.9 34.6 47.1 40.3 38.7 31.5 46.8 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 35.0 59.7 64.0 65.4 64.6 73.1 71.4 76.7 93.0 1087  122.1
GFA of residential properties sold

(sq.m. in millions). . ... ........ 325 55.5 58.5 58.3 56.8 65.1 61.8 65.0 78.8 87.9 99.0
Total sales revenue (RMB in billions) . . 110.5 2094 2647 321.8 351.8 402.0 399.7 420.0 5359 675.7 853.2
Sales revenue from residential properties

(RMB in billions) . . . .......... 99.6 1907 2331  267.7 2816 3309 3145 327.0 429.6 5174  662.1
Average price of commodity properties

(RMB per sqm.). . ............ 3,157.0 3,509.0 4,138.5 49179 54488 5497.6 5,597.0 54757 5,762.0 6,217.0 6,987.6
Average price of residential properties

(RMB per sqm.). . ............ 3,067.0 3,434.0 39848 4,595.1 4959.2 5,086.0 5,092.0 5,033.6 5,449.0 5,888.0 6,691.2

Source: National Bureau of Statistics, Provincial/local statistics department
Henan Province

Henan Province is located in the central region of China. It has an area of approximately 64,000
sq.km. In 2018, Henan had a population of approximately 96.1 million. The table below sets out
selected economic statistics of Henan Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . . . 1,801.9 1,948.0 2,309.2 2,693.1 29599 3,219.1 3,493.8 3,700.2 4,047.2 4,498.8 4.805.6
Per capita GDP (RMB). . .......... 19,180.9 20,596.8 24,446.1 28,661.0 31,499.0 34,211.0 37,071.7 39,123.0 42,575.0 47,130.0 50,152.0
Per capita disposable income of urban

households . . ............... 13,231.1 14,371.6 15,930.3 18,194.8 20,442.6 21,740.7 23,672.1 25,575.6 27,232.9 29,558.0 31,874.2

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Henan Province in
2018 was approximately RMB5,757.7, representing a CAGR of 9.4% since 2008. The table below sets
out selected data on the property market in Henan Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 30.3 34.0 443 55.3 58.7 59.7 73.2 53.9 63.0 62.0 66.6
GFA of residential properties completed

(sq.m. in millions). . ... ........ 26.0 29.9 38.5 48.1 48.9 49.2 57.7 424 50.2 50.7 50.7
Total GFA sold (sq.m. in millions) . . . . 31.9 43.4 54.5 62.8 59.7 73.1 78.8 85.6  113.1 133.1 139.9
GFA of residential properties sold

(sq.m. in millions). . .. ......... 29.4 40.2 50.9 57.3 54.6 65.6 70.1 76.5 1014 117.1 124.8
Total sales revenue (RMB in billions) . . 746 1156 1659 2197 2287 3074 3441 3946 5613 7129  805.5
Sales revenue from residential properties

(RMB in billions) . .. .......... 629  100.5 1455 1788  191.6  251.6 2740  330.0 4839  589.8 6904
Average price of commodity properties

(RMB per sqm.). . ............ 2,339.0 2,666.0 3,042.4 3,500.8 3,831.2 42053 4,366.0 4,611.0 4,964.0 5355.0 5,757.7
Average price of residential properties

(RMB per sqm.). . ............ 2,138.0 2,501.0 28563 3,123.2 3,511.3 3,8349 3,909.0 4317.0 4,774.0 5,038.0 5,530.6

Source: National Bureau of Statistics, Provincial/local statistics department
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Hunan Province

Hunan Province is located in the southern region of China, to the north of Guangdong Province. It
has an area of approximately 211,487 sq.km. In 2018, Hunan Province had a population of
approximately 69.0 million. The table below sets out selected economic statistics of Hunan Province for
the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 1,155.5 1,306.0 1,603.8 1,967.0 22154 24622 2,703.7 2,890.2 3,155.1 3,459.1 3,642.6
Per capita GDP (RMB). .. ......... 18,147.0 20,428.0 24,719.0 29,880.0 33,480.0 36,943.0 40,270.5 42,754.0 46,382.0 50,563.0 52,949.0
Per capita disposable income of urban

households . .. .............. 13,821.2 15,084.3 16,565.7 18.,844.1 21,318.8 24,352.0 26,570.2 28,838.1 31,283.9 33,948.0 36,698.3

Source: National Bureau of Statistics, Provincial/local statistics department

According to NBS, properties with a total GFA of 41.6 million sq.m. were completed in Hunan
Province in 2018. The total sales revenue amounted to approximately RMB535.4 billion, of which
approximately RMB437.7 billion was from the sale of residential properties. The average price per sq.m.
of commodity properties and residential properties in Hunan Province in 2018 was approximately
RMB5,794.9 and RMB5,473.1, respectively, representing a CAGR of 9.7% and 10.0%, respectively,
since 2008. The table below sets out selected data on the property market in Hunan Province for the
periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 23.9 29.7 335 41.5 44.6 459 40.2 39.7 45.3 40.8 41.6
GFA of residential properties completed

(sq.m. in millions). . ... ........ 20.4 25.0 28.3 34.4 36.9 37.6 31.8 30.9 33.6 30.7 30.7
Total GFA sold (sq.m. in millions) . . . . 26.6 35.1 44.7 49.0 51.5 59.5 54.4 63.6 80.9 85.3 92.4
GFA of residential properties sold

(sq.m. in millions). . .. ......... 24.1 32.6 41.4 44.6 46.6 54.1 48.5 56.7 71.9 73.7 80.0
Total sales revenue (RMB in billions) . . 61.1 94.2 140.6 185.7 208.5 252.6 229.9 273.9 3752 446.1 535.4
Sales revenue from residential properties

(RMB in billions) . . . .......... 51.0 82.6 1248 157.0 1712 2115 1859 2254 3114 3571 43717
Average price of commodity properties

(RMB per sqm.). . ............ 2,302.0 2,680.0 3,146.0 3,790.3 4,048.6 4.243.1 4227.0 4304.0 4,640.0 5,228.0 5,794.9
Average price of residential properties

(RMB per sqm.). . ............ 2,113.0 2,532.0 3,014.0 3,523.6 3,669.6 3,908.3 3,830.0 3,974.0 4,330.0 4,846.0 5473.1

Source: National Bureau of Statistics, Provincial/local statistics department
Changsha City

Changsha is the capital of Hunan Province, located in the central eastern region of the province.
As of December 31, 2018, Changsha had a population of approximately 8.2 million. Changsha’s GDP
reached approximately RMB1,100.3 billion in 2018, representing a per capita GDP of approximately
RMB139,000.0. The table below sets out selected economic statistics of Changsha for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP
(RMB in billions) . . . 300.1 374.5 454.7 561.9 640.0 715.3 782.5 851.0 9455  1,053.6  1,100.3
Per capita GDP (RMB). .  45,765.0 56,620.0 66,443.0 79,530.0 89,903.0 99,570.0 108,356.0 115,443.0 123,681.0 135,388.0 139,000.0

Source: National Bureau of Statistics, Provincial/local statistics department
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Jiangxi Province

Jiangxi Province is located in the southeastern region of China. It has an area of approximately
64,400 sq.km. In 2018, Jiangxi had a population of approximately 46.5 million. The table below sets out
selected economic statistics of Jiangxi Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 697.1 7655 9451 1,170.3 12949 1,441.0 15715 1,672.4 1,849.9 2,000.6 2,198.5
Per capita GDP (RMB). . .......... 15,900.0 17,335.0 21,253.0 26,150.0 28,800.0 31,930.0 34,674.0 36,724.0 40,400.0 43,424.0 47,434.0
Per capita disposable income of urban

households . ................ 12,866.4 14,021.5 15,481.1 17,494.9 19,860.4 22,120.0 24,309.2 26,500.1 28,673.3 31,198.0 33,819.4

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Jiangxi Province in
2018 was approximately RMB6,805.5, representing a CAGR of 12.3% since 2008. The table below sets
out selected data on the property market in Jiangxi Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 15.9 16.5 18.2 19.1 17.5 17.9 18.7 19.1 16.4 N/A N/A
GFA of residential properties completed

(sq.m. in millions). . . ... ....... 13.5 14.4 15.5 16.2 14.4 14.3 15.1 15.3 13.2 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 17.3 22.8 24.7 24.2 24.0 31.7 30.7 34.8 46.9 58.4 62.0
GFA of residential properties sold

(sq.m. in millions). . .. ......... 16.0 21.1 22.7 21.6 21.3 28.5 27.8 31.5 41.4 49.6 53.9
Total sales revenue (RMB in billions) . . 36.9 60.3 77.6 100.2 113.7 164.8 162.2 186.4  267.8 359.3 422.0
Sales revenue from residential properties

(RMB in billions) . . . .......... 32.4 53.1 67.0 82.4 93.1 139.6 1379  160.7 2207  283.0 3524
Average price of commodity properties

(RMB per sqm.). .. ........... 2,136.0 2,643.0 3,143.7 4,147.7 47447 52032 5.288.0 5,358.0 5,709.0 6,150.0 6,805.5
Average price of residential properties

(RMB per sqm.). . ............ 2,022.0 2,517.0 2,958.6 3,822.0 43812 49053 4,971.0 5,107.3 5,331.0 5,800.0 6,539.8

Source: National Bureau of Statistics, Provincial/local statistics department
Tibet Autonomous Region

Tibet is an autonomous region in western China. The table below sets out selected economic
statistics for Tibet for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 39.5 44.1 50.7 60.6 70.1 80.6 92.1 102.6 1151 131.1 147.8
Per capita GDP (RMB). . .......... 13,824.0 15,295.0 17,319.0 20,077.0 22,936.0 26,326.0 29,252.0 31,999.0 35,184.0 39,259.0 43,398.0
Per capita disposable income of urban

households . ................ 12,482.0 13,544.0 14,981.0 16,196.0 18,028.0 20,394.5 22,015.8 25,456.6 27,802.4 30,671.0 33,797.4

Source: National Bureau of Statistics, Provincial/local statistics department
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The GFA of completed residential properties in Tibet was approximately 0.4 million sq.m. in 2018,
representing an decrease of 18.5% from 2017. Total residential GFA sold in Tibet in 2018 was
approximately 0.7 million sq.m.. The average price of residential GFA sold in Tibet in 2018 was
RMB6,914.7 per sq.m.. The table below sets out selected statistics relating to the property market in
Tibet for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 0.5 0.5 0.1 0.2 0.1 0.2 0.5 0.9 0.3 0.4 0.4
GFA of residential properties completed

(sq.m. in millions). . . ... ....... 0.5 0.4 0.1 0.2 0.1 0.1 0.3 0.7 0.3 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 0.7 0.6 0.2 0.2 0.2 0.3 0.6 0.5 0.7 0.5 0.7
GFA of residential properties sold

(sq.m. in millions). . ... ........ 0.6 0.1 0.2 0.2 0.2 0.2 0.5 0.5 0.7 0.4 0.6
Total sales revenue (RMB in billions) . . 2.2 1.6 0.6 0.6 0.7 1.1 3.4 2.1 3.8 35 5.3
Sales revenue from residential properties

(RMB in billions) . . . .......... 1.9 1.5 0.5 0.6 0.6 0.9 29 1.7 3.5 2.5 43
Average price of commodity properties

(RMB per sqm.). . ............ 3,202.0 2,452.0 2,896.0 34745 3,268.6 4,173.5 57740 4,111.0 5,112.0 6,626.0 7,201.6
Average price of residential properties

(RMB per sqm.). . ............ 3,103.0 2,392.0 2,751.0 3,312.0 2,982.0 3.,883.4 5,323.0 3,6054 4.876.0 5,604.0 6914.7

Source: National Bureau of Statistics, Provincial/local statistics department
Lhasa City

Lhasa is the administrative capital of Tibet Autonomous Region. The table below sets out selected
economic statistics for Lhasa for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 14.2 15.4 17.9 22.2 26.0 30.5 34.7 377 42.5 479 54.1
Per capita GDP (RMB). ... ........ 20,404.0 20,264.0 31,948.0 39,176.0 45,019.0 50,812.0 N/A 59,223.0 N/A 72,673.5 77,688.0

Source: National Bureau of Statistics, Provincial/local statistics department
Gansu Province

Gansu Province is located in northwest China. The table below sets out selected economic
statistics for Gansu for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 316.7  338.8  412.1 5020  565.0  633.1 6837  679.0 720.0 767.7  824.6
Per capita GDP (RMB). . .......... 12,421.0 13,269.0 16,113.0 19,595.0 21,978.0 24,539.0 26,432.9 26,165.0 27,643.0 29,325.8 31,336.0
Per capita disposable income of urban

households . ................ 10,969.6 11,929.8 13,188.6 14,988.7 17,156.9 19,873.4 21,803.9 23,767.1 25,693.5 27,763.4 29,957.0

Source: National Bureau of Statistics, Provincial/local statistics department
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According to the NBS, the average price per sq.m. of commodity properties in Gansu Province in
2018 was approximately RMBS5,780.3, representing a CAGR of 11.4% since 2008. The table below sets
out selected data on the property market in Gansu Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 5.5 5.4 6.0 7.4 8.4 9.2 8.1 9.6 9.9 8.5 7.5
Total GFA sold (sq.m. in millions) . . . . 6.2 7.0 7.6 8.4 9.8 12.2 133 14.3 16.8 15.6 16.0
GFA of residential properties sold

(sq.m. in millions). . . .......... 59 6.6 6.9 7.6 8.9 11.3 12.1 13.1 14.8 13.9 14.4
Total sales revenue (RMB in billions) . . 12.2 17.4 23.0 27.8 34.9 47.4 60.2 70.5 87.3 89.0 922
Sales revenue from residential properties

(RMB in billions) . . . .......... 10.9 15.8 20.3 237 30.2 41.8 51.3 60.3 712 73.8 71.5
Average price of commodity properties

(RMB per sqm.). . ............ 1,958.0 2,483.0 3,042.0 3,3182 3,570.1 3.885.7 4,544.0 4913.0 5201.0 5,709.0 5,780.3
Average price of residential properties

(RMB per sqm.). . ............ 1,851.0 2,396.0 2,938.0 3,130.0 3,376.1 3,684.1 42340 4,613.0 4817.0 5,326.0 5,387.1

Source: National Bureau of Statistics, Provincial/local statistics department
Lanzhou City

Lanzhou is the capital city of Gansu Province. The table below sets out selected economic
statistics for Lanzhou for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . . . 84.6 92.6 110.0 136.0 156.4 177.6  200.1 209.6 2264 2524 2733
Per capita GDP (RMB). ... ........ 25,628.0 27,904.0 34,009.0 37,570.0 43,175.0 48,852.0 52,378.0 56,972.0 61,207.0 67,881.0 73,300.0

Source: National Bureau of Statistics, Provincial/local statistics department
Hubei Province

Hubei Province is located in the central region of China. It has an area of approximately 185,900
sq.km. In 2018, Hubei Province had a population of approximately 59.2 million. The table below sets
out selected economic statistics of Hubei Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 1,172.9 11,3240 1,6182 2,016.7 22659 24792 2,737.9 29550 3,266.5 3,547.8 3,936.7
Per capita GDP (RMB). . .......... 19,858.0 22,677.0 27,906.0 34,197.3 38,572.0 42,826.0 47,144.6 50,654.0 55,665.0 60,198.7 66,616.0
Per capita disposable income of urban

households . ................ 13,152.9 14,367.5 16,058.4 18,373.9 20,839.6 22,667.9 24,852.3 27,051.5 29,385.8 31,889.4 34,454.6

Source: National Bureau of Statistics, Provincial/local statistics department
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According to NBS, properties with a total GFA of 31.3 million sq.m. were completed in Hubei
Province in 2016, representing a CAGR of 5.4% since 2008. In 2018, the total sales revenue amounted
to approximately RMB753.1 billion. The average price per sq.m. of commodity properties in Hubei
Province in 2018 was approximately RMBS§,495.3, representing a CAGR of 11.0% since 2008. The table
below sets out selected data on the property market in Hubei Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 20.6 23.1 25.4 322 32.7 30.4 343 27.9 31.3 N/A N/A
GFA of residential properties completed

(sq.m. in millions). . . ... ....... 18.0 20.1 21.3 27.3 28.0 25.5 28.1 21.9 235 N/A N/A
Total GFA sold (sq.m. in millions) . . . . 19.4 272 35.1 41.9 40.4 53.0 56.0 62.4 74.3 81.6 88.7
GFA of residential properties sold

(sq.m. in millions). . . . ......... 18.2 25.8 324 37.9 36.2 41.7 50.0 56.5 67.9 73.6 81.0
Total sales revenue (RMB in billions) . . 58.3 96.0 1313 187.9  203.6  279.0  308.8  366.1 4994 6259  753.1
Sales revenue from residential properties

(RMB in billions) . . . .......... 52.8 879 1135 1569  169.0  231.0 2544 3199 4384  538.0  659.1
Average price of commodity properties

(RMB per sqm.). . ............ 3,001.0 3,532.0 3,743.0 44864 5,042.8 52662 5513.0 5863.0 67240 7,675.0 8,495.3
Average price of residential properties

(RMB per sqm.). . ............ 2,898.0 3,413.0 3,500.0 4,142.1 4,668.0 4.847.2 5,085.0 35,6634 6,457.0 7,307.0 8,135.8

Source: National Bureau of Statistics, Provincial/local statistics department
Wuhan City

Wuhan is the capital of Hubei Province, located at the confluence of the Changjiang and Hanjiang
Rivers. As at December 31, 2018, Wuhan had a population of approximately 10.9 million. Wuhan’s
GDP reached approximately RMB1,341.0 billion in 2017. The table below sets out selected economic
statistics of Wuhan for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP
(RMB in billions) . . . 396.0 462.1 556.6 676.2 800.4 905.1  1,0069  1,090.6 1,191.3  1,341.0 N/A
Per capita GDP (RMB). .  44290.0 51,144.0 58,961.0 68,315.0 79,482.0 88,999.7 N/A 104,132.0 111,469.0 123,831.0 135,136.0

Source: National Bureau of Statistics, Provincial/local statistics department
Fujian Province

Fujian Province is located on the southeast coast of China. The table below sets out selected
economic statistics for Fujian Province for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 1,082.3 1,195.0 14357 1,741.0 19702 2,186.9 2,405.6 2,598.0 2,881.1 3,218.2 3,580.4
Per capita GDP (RMB). . .......... 30,123.0 33,051.0 39,432.0 46,972.0 52,763.0 58,145.0 63,472.0 67,966.0 74,707.0 82,677.0 91,197.0
Per capita disposable income of urban

households . ................ 17,961.5 19,577.0 21,781.0 24,907.0 28,055.0 28,173.9 30,722.4 33,275.3 36,014.3 39,001.4 42,121.3

Source: National Bureau of Statistics, Provincial/local statistics department
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The GFA of completed residential properties in Fujian Province was approximately 23.5 million
sq.m. in 2018, representing a decrease of 18.8% from 2017. Total residential GFA sold in Fujian
Province in 2018 was approximately 47.8 million sq.m.. The average price of residential GFA sold in
Fujian Province in 2018 was RMB10,612.6 per sq.m.. The table below sets out selected statistics
relating to the property market in Fujian Province for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 19.1 224 224 26.5 223 33.7 35.8 344 36.7 42.7 37.4
GFA of residential properties completed

(sq.m. in millions). . . ... ....... 14.2 17.0 17.2 20.1 15.6 234 25.7 24.0 242 28.9 235
Total GFA sold (sq.m. in millions) . . . . 16.3 27.2 25.8 27.1 32.6 46.8 41.2 40.4 49.2 58.5 62.1
GFA of residential properties sold

(sq.m. in millions). . . . ......... 125 242 214 22.1 274 39.6 33.2 332 41.3 453 47.8
Total sales revenue (RMB in billions) . . 713 1478 16l1.1 2102  281.8 4232 3764  358.6 4531 5705 6579
Sales revenue from residential properties

(RMB in billions) . . . .......... 562 1299  130.0 1650 2294  341.1 2940 284.0 3793 4202 5075
Average price of commodity properties

(RMB per sqm.). . ............ 4,384.0 5427.0 6,256.0 7,764.3 8,646.1 9,050.3 9,136.0 8,881.0 9,218.0 9,746.0 10,589.2
Average price of residential properties

(RMB per sqm.). . ............ 4,498.1 53663 6,077.5 7.452.0 8366.0 8,618.1 8843.0 85650 9,175.0 9,284.0 10,612.6

Source: National Bureau of Statistics, Provincial/local statistics department
Fuzhou City

Fuzhou is the capital city and one of the largest cities in Fujian Province. The table below sets out
selected economic statistics for Fuzhou for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP
(RMB in billions) . . . 228.4 252.4 312.3 373.6 421.1 467.9 516.9 561.8 619.8 708.6 785.7
Per capita GDP (RMB). .  33,615.0 36,857.0 43,615.0 52,144.0 58,019.0 63,747.0 69,569.0 72,259.0 82,253.0 93,047.0 102,037.0

Source: National Bureau of Statistics, Provincial/local statistics department
Beijing Municipality

Beijing Municipality is the capital of China. Beijing is one of the four municipalities under the
direct administration of the PRC central government and is China’s political, cultural and educational
center. The table below sets out selected economic statistics for Beijing for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP

(RMB in billions) . . . 1,048.8 1,186.6  1,377.8  1,600.0  1,780.1  1,950.1 ~ 2,133.1  2,30L.5 2,566.9  2,80L.5  3,032.0
Per capita GDP (RMB). .  63,029.0 68,788.0 70,251.0 80,394.0 87,091.0 93,213.0 99,995.0 106,497.0 118,198.0 128,994.0 140,211.0
Per capita disposable

income of urban

households . ... ... 24,725.0  26,738.0 29,037.0 32,903.0 36,469.0 44,563.9 48,531.8 52,859.2 57,2753 62,406.0 67,989.9

Source: National Bureau of Statistics, Provincial/local statistics department
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The GFA of completed residential properties in Beijing was approximately 7.3 million sq.m. in
2018, representing an increase of 21.1% from 2017. Total residential GFA sold in Beijing in 2018 was
approximately 5.3 million sq.m., representing a decrease of 13.5% from 2017. The average price of
residential GFA sold in Beijing in 2018 was RMB37,420.2 per sq.m., representing an increase of
approximately 9.7% from 2017. The table below sets out selected statistics relating to the property
market in Beijing for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 25.6 26.8 23.9 224 23.9 26.7 30.5 26.3 23.7 14.7 15.6
GFA of residential properties completed

(sq.m. in millions). . ... ........ 14.0 16.1 15.0 13.2 15.2 17.0 18.0 13.8 12.7 6.0 7.3
Total GFA sold (sq.m. in millions) . . . . 13.4 23.6 16.4 14.4 19.4 19.0 14.5 15.5 16.6 8.7 7.0
GFA of residential properties sold

(sq.m. in millions). . ... ........ 10.3 18.8 12.0 10.4 14.8 13.6 11.4 113 9.8 6.1 53
Total sales revenue (RMB in billions) . . 165.8 3260 2915 2425 3309  353.1 2739 3518 4562  279.6 2377
Sales revenue from residential properties

(RMB in billions) . . . .......... 120.1  248.7  206.1 160.6  245.6 2435 2102 2513 279.6  207.7  197.1
Average price of commodity properties

(RMB per sqm.). . ............ 12,418.0 13,799.0 17,781.7 16,852.0 17,021.6 18,552.9 18,833.0 22,633.0 27,497.0 32,140.0 34,142.9
Average price of residential properties

(RMB per sqm.). . ............ 11,648.0 13,224.0 17,151.0 15,517.9 16,553.5 17,854.0 18,499.0 22,300.0 28,489.0 34,117.0 37,420.2

Source: National Bureau of Statistics, Provincial/local statistics department
Chongqing Municipality

Chongqing is one of the four municipalities under the direct administration of the PRC central
government and an important economic hub in southwestern China. The table below sets out selected

economic statistics for Chongqing for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 579.4  653.0  792.6 1,001.1 1,141.0 12657 14265 15717 1,774.1 19425 2,036.3
Per capita GDP (RMB). . ... ....... 20,490.0 22,920.0 27,596.0 34,500.0 38,914.0 42,795.0 48,032.0 52,321.0 58,502.0 63,442.0 65,933.0
Per capita disposable income of urban

households . ................ 14,367.6 15,748.7 17,532.4 20,249.7 22,968.1 43,223.0 47,850.0 27,238.8 29,610.0 32,193.0 34,889.0

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Chongqing
Municipality in 2018 was approximately RMB8,066.9, representing a CAGR of 11.2% since 2008. The
table below sets out selected data on the property market in Chongqing Municipality for the periods
indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Total GFA completed (sq.m. in millions) 23.7 29.1 26.3 34.2 39.9 38.0 37.2 46.3 442 50.6 40.8

Total GFA sold (sq.m. in millions) . . . . 28.7 40.0 43.1 45.3 452 48.2 51.0 53.8 62.6 67.1 65.4
GFA of residential properties sold

(sq.m. in millions). . . .......... 19.5 23.8 21.8 28.3 339 28.7 27.7 44.8 51.1 54.5 54.2
Total sales revenue (RMB in billions) . . 80.0 137.8 184.7 214.6 229.7 268.3 N/A 295.2 343.2 455.8 527.3
Sales revenue from residential properties

(RMB in billions) . .. .......... 705 1232 16l.1 182.5 197.2 2284 N/A 2244 263.6  360.1 4443
Average price of commodity properties

(RMB per sqm.). . ............ 2,785.0 3,442.0 42809 4,733.8 5,079.9 5568.7 5519.0 5,486.0 54850 6,792.0 8,066.9
Average price of residential properties

(RMB per sqm.). . ............ 2,640.0 3,266.0 4,040.4 44923 48048 52385 5,094.0 5,012.0 5,162.0 6,605.0 8,190.0

Source: National Bureau of Statistics, Provincial/local statistics department
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Shanxi Province

Shanxi Province is in central northern China. The table below sets out selected economic statistics
for Shanxi Province for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 7315 7358 920.1 11,1238 12113 1266.5 12762 1,276.6 1,305.0 1,552.8 1,681.8
Real GDP growth rate (%) . ........ 8.5 5.4 13.9 13.0 10.1 8.9 N/A N/A N/A N/A N/A
Per capita GDP (RMB). . .......... 21,506.0 21,522.0 26,283.0 31,357.0 33,628.0 34,984.0 35,070.0 34,919.0 35,532.0 42,060.0 45,328.0
Per capita disposable income of urban

households . . ............... 13,119.1 13,996.6 15,647.7 18,123.9 20,411.7 22,258.2 24,069.4 25,827.7 27,352.3 29,131.8 31,034.8

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Shanxi Province in
2018 was approximately 6,822.0, representing a CAGR of 11.2% since 2008. The table below sets out
selected data on the property market in Shanxi Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 8.8 9.2 9.0 11.3 16.5 15.1 21.9 21.1 26.8 19.7 14.1
Total GFA sold (sq.m. in millions) . . . . 9.9 10.3 11.8 12.8 15.0 16.4 15.8 15.9 20.6 242 10.9
GFA of residential properties sold

(sq.m. in millions). . .. ......... 8.9 9.6 10.7 11.7 13.9 14.8 14.3 14.8 18.8 225 222
Total sales revenue (RMB in billions) . . 23.4 28.0 41.2 44.1 58.0 72.8 74.6 716 1027 1357 16l1.1
Sales revenue from residential properties

(RMB in billions) . . . .......... 20.1 24.6 35.7 37.8 51.3 62.5 64.0 70.2 90.1 122.6 1473
Average price of commodity properties

(RMB per sqm.). . ............ 2,355.0 2,707.0 3,487.0 3,432.7 38714 4433.0 4,734.0 4870.0 49840 5,619.0 6,822.0
Average price of residential properties

(RMB per sqm.). . ............ 2,253.0 2,552.0 3,338.0 3,231.4 3,690.9 42115 4,462.0 4742.0 4,788.0 5457.0 6,649.1

Source: National Bureau of Statistics, Provincial/local statistics department
Taiyuan City

Taiyuan is the capital city of Shanxi Province in northern China. The table below sets out selected
economic statistics for Taiyuan for the years indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 146.8 1545 1778 208.0  23L.1 2413  253.1 2735 2956 3382 3884
Per capita GDP (RMB). ... ........ 42,378.0 44,319.0 50,225.0 49,292.0 54,440.0 56,547.0 59,023.0 63,483.0 68,234.0 77,536.0 88,272.0

Source: National Bureau of Statistics, Provincial/local statistics department
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Guizhou Province

Guizhou Province is located in the southwestern region of China. It has an area of approximately
68,018 sq.km. In 2018, Guizhou had a population of approximately 36.0 million. The table below sets
out selected economic statistics of Guizhou Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (RMB in billions). . . . .. 3562 391.3 4602 5702  685.2  808.7  926.6 1,050.3 1,177.7 1,354.1 1,480.6
Per capita GDP (RMB). . .......... 9,855.0 10,971.0 13,119.0 16,413.0 19,710.0 23,151.0 26,437.0 29,847.0 33,246.0 37,956.0 41,244.0
Per capita disposable income of urban

households . ................ 11,758.8 12,862.5 14,142.7 16,495.0 18,700.5 20,564.9 22,548.2 24,579.6 26,742.6 29,079.8 31,591.9

Source: National Bureau of Statistics, Provincial/local statistics department

According to the NBS, the average price per sq.m. of commodity properties in Guizhou Province
in 2018 was approximately RMB5,636.8, representing a CAGR of 9.2% since 2008. The table below
sets out selected data on the property market in Guizhou Province for the periods indicated.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total GFA completed (sq.m. in millions) 7.2 12.2 10.5 14.6 14.2 17.6 28.4 25.8 19.0 11.7 12.8
GFA of residential properties completed

(sq.m. in millions). . .. ......... 5.9 10.4 8.3 11.0 11.2 13.5 20.5 19.3 12.8 7.9 N/A
Total GFA sold (sq.m. in millions) . . . . 9.1 16.5 17.3 18.8 21.9 29.7 31.8 35.6 41.6 47.0 51.8
GFA of residential properties sold

(sq.m. in millions). . . .......... 8.5 15.4 16.0 17.0 20.0 26.5 27.1 29.4 343 39.0 44.4
Total sales revenue (RMB in billions) . . 21.2 47.5 58.1 73.2 90.0 127.7 137.0 157.2 179.1 224.1 292.1
Sales revenue from residential properties

(RMB in billions) . . . .......... 18.0 40.7 50.2 59.3 74.0 98.9 1000  106.8 1269 1623  227.8
Average price of commodity properties

(RMB per sqm.). . ............ 2,339.0 2,874.0 3,357.1 3,888.8 4,115.7 42953 4,312.0 44151 4307.0 4,771.0 5,636.8
Average price of residential properties

(RMB per sqm.). . ............ 2,122.0 2,642.0 3,142.4 3489.7 3,6954 3,7355 3,6940 3,629.0 3,704.0 4,165.0 5,129.2

Source: National Bureau of Statistics, Provincial/local statistics department
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CORPORATE STRUCTURE

The following chart shows our simplified corporate structure as of June 30, 2019.
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DESCRIPTION OF THE PARENT GUARANTOR
OVERVIEW

Tianji Holding Limited, the Parent Guarantor, is a limited liability company incorporated under the
laws of Hong Kong on May 19, 2009. Its registered office is located at 20/F., Alexandra House, 18
Chater Road, Central, Hong Kong. The Parent Guarantor is a wholly owned subsidiary of the Company.

BUSINESS ACTIVITY

Tianji Holding Limited is the sole overseas financing platform of Hengda Real Estate and is
mainly responsible for overseas financing in support of our domestic and overseas development projects.
Tianji Holding Limited is also a major investment platform of Hengda Real Estate, with the direct
ownership of our overseas projects, including the property of our headquarters located in Hong Kong.
During the six months ended June 30, 2019, Tianji Holding Limited and its subsidiaries recorded a
revenue of RMB21,273 million (US$3,099 million), accounting for approximately 10.6% of the total
revenue of the Group. As of June 30, 2019, Tianji Holding Limited and its consolidated subsidiaries’
total assets amounted to RMB333,600 million (US$48,594 million), accounting for approximately 18.9%
of the total assets of the Group. We expect to strengthen the business operation and financial
performance of Tianji Holding Limited in the future.

DIRECTORS AND OFFICERS

The sole director of the Parent Guarantor is Ms. Pan Hanling. The sole director of the Parent
Guarantor does not hold any shares or options to acquire shares of the Parent Guarantor.
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DESCRIPTION OF THE ISSUER
Formation

The Issuer is a limited liability company incorporated in British Virgin Islands (Company Number:
1970476). It was incorporated in the British Virgin Islands on February 12, 2018. Its registered office is
located at Vistra Corporate Services Centre, Wickhams Cay II, Road Town, Tortola VG1110, British
Virgin Islands. The Issuer is a wholly owned subsidiary of the Parent Guarantor.

Business activity

The Issuer was established pursuant to the objects and powers set out in its memorandum of
association. The Issuer does not sell any products or provide any services and it has undertaken no
business activities since the date of its incorporation, other than those incidental to its incorporation and
establishment and those incidental to the issue of the Note.

Financial statement

Under British Virgin Islands law, the Issuer is not required to publish interim or annual financial
statements. The Issuer has not published, and does not propose to publish, any financial statements. The
Issuer is, however, required to keep such records that are sufficient to show and explain its transactions
and will, at any time, enable its financial position to be determined with reasonable accuracy.
Directors and officers

The sole director of the Issuer is Pan Hanling. None of the directors of the Issuer holds any shares

or options to acquire shares of the Issuer. The Issuer does not have any employees and has no
subsidiaries.
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BUSINESS
Overview

As the PRC flagship of the real estate development business of China Evergrande Group, we are
the largest real estate development company in China in terms of contracted sales attributable to our
Group in 2019, according to China Real Estate Information Corporation. Founded in Guangzhou City,
Guangdong Province in 1996, we have become a leading national property developer through our
economies of scale and widely recognized brand name under the leadership of our management team.
Over the years, our focus on a centralized management system, a standardized operational model and
offerings of quality products have allowed us to quickly replicate our success across China. We focus
primarily on provincial capitals and other selected cities that we believe have high-growth potential. We
continue to improve our geographical mix by focusing on replenishment of quality land reserves and
taking a balanced approach to the distribution of land reserves among first-, second- and third-tier cities.
Our land reserves cover most of the provincial capitals and municipalities in China. Through our
standardized operational model, we have been able to simultaneously manage projects in various
development and sale stages in 232 cities across China as of June 30, 2019.

Our residential property development integrates planning, design, construction and property
management and follows our standardized process management to ensure development speed and
product quality. We have been awarded the highest recognition in China in real estate development,
architectural planning and design, construction, construction supervision and property management, and
have been ranked among the “Top 10 Property Developers of China” for 15 consecutive years since
2004 by China Real Estate Top 10 Research Group, an organization constituted by Enterprise Research
Institute of the Development Research Center of the State Council, Tsinghua University Real Estate
Research Center and China Index Academy. We were ranked as No. 1 of the “Top 500 Real Estate
Companies of China” for three consecutive years since 2017. China Evergrande Group, our parent
company, were also ranked 138th on Fortune Global 500 in 2019, improving by 358 positions from
496th when we first entered the list in 2016.

We had the largest land reserves among all PRC property developers listed in China and Hong
Kong as of June 30, 2019, based on the land reserve data disclosed by relevant companies in their
applicable stock exchange filings. We had a total of 828 property projects under development or held for
future development, a total planned GFA of approximately 257.5 million sq.m. of high-quality and
relatively low-cost land as of June 30, 2019 with an average cost of approximately RMB1,823 per
square meter, as calculated by dividing our aggregate land purchase price by our aggregate planned
GFA.

As of June 30, 2019, we had construction permits for 752 of our property projects under
development, with a total GFA of approximately 122.4 million sq.m., and had pre-sale permits for 583
of our projects, with a total GFA of approximately 66.3 million sq.m., of which approximately 42.1
million sq.m. remained unsold.
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Over the years, we have developed and introduced various distinctive product series to the market,
including:

° Mid- to mid-high-end series represented by products within our Evergrande Oasis (6K &)
series, Evergrande Metropolis (fHK##}) series, Evergrande City (fHKIK) series,
Evergrande Atrium (fHKHE%E) series, Evergrande Royal Scenic Bay (1H K fH 5 ),
Evergrande Emerald Court (fE KI5 FERE) series, Evergrande Bay (tE K YL#%)  series,
Evergrande Plaza (15 KJ&35) series and Evergrande Bund (i K 7)) series which we target
to account for approximately 85% of our current projects, and are marketed toward middle to
upper-middle income residents, who currently constitute the largest segment of residential
real estate purchasers. Evergrande Metropolis and Evergrande City are urban residential
complexes in major cities, while Evergrande Oasis and Evergrande Atrium are located in
areas with the requisite natural landscape. These series are equipped with well-developed
facilities and amenities within the complexes.

° High-end series represented by products within our Evergrande Palace (fH K¥EJff) series,
Evergrande Royal Scenic Peninsula (15 Kl 5 ) series, Evergrande Emperor Scenic (1H K
77 5%) series and Evergrande Royal Scenic (16 K {l 5%) series, which we target to account for
approximately 15% of our current projects, and are positioned as high-end and premium
residential properties in urban centers. These series target high-income residents in such
regions.

We design and develop all of our product series under our standardized operational model and
market them under the brand name of “Evergrande” on a nationwide basis.

We strive to provide high-quality residential products to the market by focusing on every step of
the development process, from site selection, planning, landscaping and construction to fitting-out and
property management. We aim to deliver “best-in-class” end-products to our customers. Over the years,
our products have gained wide brand recognition among consumers, as reflected by our strong
contracted sales and sales records. For the years ended December 31, 2016, 2017, 2018 and 2019, our
total contracted sales, which have not been audited or reviewed by our auditors, amounted to
approximately RMB354.2 billion, RMB478.3 billion, RMB521.9 billion and RMB548.0 billion,
respectively, with a total contracted sales GFA of approximately 42.2 million sq.m., 48.0 million sq.m.,
49.7 million sq.m. and 53.1 million sq.m., respectively. The average selling price for our contracted
sales in 2016, 2017, 2018 and 2019 was approximately RMBS§,393 per sq.m., RMB9,964 per sq.m.,
RMB10,501 per sq.m. and RMB10,325 per sq.m., as calculated based on our internal records.

Our Competitive Strengths

We believe that we possess the following principal competitive strengths that have allowed us to
compete effectively with our peers in the property markets in China:

We are the largest real estate development company in China.

As the PRC flagship of the real estate development business of China Evergrande Group, we are
the largest real estate development company in China in terms of contracted sales attributable to the
Group. In 2019, our contracted sales amounted to approximately RMB548.0 billion, representing a 5%
increase compared to our contracted sales in 2018 at RMB521.9 billion. The contracted sales area in
2019 amounted to approximately 53.1 million sq.m. with an average contracted selling price of
RMB10,325 per sq.m.
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China Evergrande Group, our parent company, were ranked 138th on Fortune Global 500 in 2019.
We have also been awarded the highest recognition in China in real estate development, architectural
planning and design, construction, construction supervision and property management, and have been
ranked among the “Top 10 Property Developers of China” for 15 consecutive years since 2004 by
China Real Estate Top 10 Research Group. We have also been ranked No. 1 of the “Top 500 Real
Estate Companies of China” for three consecutive years since 2017.

We believe our leading position in the industry nationwide results from our overall strength,
efficient management, comprehensive operational model and high-quality products and services. Over
the years, we have developed at a rapid growth rate. We believe this leading position will enable us to
further take advantage of our strengths and achieve a stronger performance.

We are a leader of the standardized operational model for large-scale quality property
developments.

We believe that our industry-leading standardized operational model for quality real estate
development is the core strength that has enabled us to effectively execute our rapid and successful
nationwide expansion in recent years. We formulate our standardized operational model at our
headquarters, which are then implemented through our regional offices under close supervision and
monitoring by our senior management. Our standardized model covers various phases in our
development process including planning and design of all of our projects nationwide, nationwide
centralized bidding and procurement processes, project developments, construction and quality control
and sales and marketing as well as property management. Our standardized operational model has
allowed us to maintain our high-quality standards on a nationwide basis, to effectively control our costs,
to reduce our execution risks and to achieve remarkable growth in recent years.

To support our business plan, we have established a standardized operational procedure across all
regional offices, under which the staffing level and compensation schemes are determined by our senior
management at the headquarters to ensure the consistency of organizational structure and staff
qualification across all regional offices. We have implemented a uniform financial management and
reporting system, under which the finance department of each regional office is directly managed by our
headquarters. This system allows us to standardize, consolidate and centralize our capital management
nationwide. Our centralized internal risk management also covers our archives management and accounts
approval process in all our regional offices. We have also established a nationwide contract processing
and approval system, which plays an important role in our cost control, facilitates our centralized
monitoring of contract execution and in turn strengthens our internal control.

° Standardized Project Selection

With respect to the selection of new project sites, we follow a set of strict standards,
including:

° Selection of cities: provincial capitals, municipalities and other selected cities with
sound economic growth, strong purchasing power, small land supply and great
transaction volume;

° Selection of location: urban areas with a good environment, including near parks,
rivers, good scenery and landscape, convenient transportation, well-planned municipal
facilities and growth potential;

° Selection of project scale: generally not less than 20,000 sq.m. in GFA for projects in

first-tier and second-tier cities and not less than 300,000 sq.m. in GFA for projects in
third-tier cities;
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° Profitability: favorable terms in land premium payment and optimal investment
return; and

° Sales: target of launching pre-sales within six to eight months from the date of the
land acquisition, thereby improving our speed of asset turnover and shortening our cash
conversion cycle.

We believe that our standardized project selection process has ensured that each of our new
projects is in line with our overall development strategy while minimizing operational risk.

° Standardized Planning and Design

We have developed project series based on our product positioning, and created standard
residential unit layouts, which are then customized for different regional markets and product
series. Our standardized designs for each project contain detailed specifications to be followed
through each step of the development process, including material and quality standards for
building construction, landscaping, ancillary facilities and interior decoration, to ensure
consistency and quality of our products throughout the country. In order to maximize our
ecological planning effect of low density and high green ratio, we have developed standard design
rules for buildings, structures, facades and landscape. With respect to ancillary facilities, we have
also established a standardized functional configuration. Our projects are generally equipped with
luxurious clubhouses, sports centers, commercial centers, nursery schools and other amenities. In
addition, we have also standardized our decoration and finishing based on different regional
markets and different types of residential units. These standardized planning and design measures
ensure the accurate positioning of our projects, streamlining our planning, the implementation of
our brand strategy and the quality of our products.

° Standardized Use of Materials

We have also standardized our use of materials, building on our standardized planning and
design. We have standardized our procurement of materials in massive quantities in connection
with our construction, landscaping, ancillary facilities and decoration. This procurement system has
effectively accelerated the progress of our project construction and ensured our product quality.
Standardized use of materials has also enabled us to centralize our procurement to reduce
construction cost.

° Standardized and Centralized Tender Process

We believe that our effective centralized tender process enables us to achieve economies of
scale and significant purchasing power. All large-scale projects handled by our regional offices
must undergo a centralized bidding process that is supervised by our headquarters. All participants
in the bidding must be among the top-rated product, equipment or service providers in their
respective fields. Our headquarters are responsible for selecting the ultimate qualified bidder
according to our standardized selection and evaluation process. We believe that such standardized
tender process has afforded us with significant economies of scale and allowed us to maintain our
competitive cost structure while securing quality products, equipment and services at reasonable
prices.

° Standardized Construction Management
We utilize standardized development models nationwide and closely manage all aspects of
the development process based on strict development schedules and specific quality standards. We

stipulate construction milestones and strict quality control measures to ensure our construction
contractors adhere to both the pre-set construction timeline and our quality standards. We believe
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standardized construction management enables us to minimize the construction time and achieve
our target of launching pre-sales within six to eight months from the date of the land acquisition,
thereby shortening our cash conversion cycle and maximizing our investment return.

° Standardized Marketing

Our sales and marketing efforts follow standardized procedures in developing, approving and
implementing sales and marketing campaigns for all our projects. We formulate our marketing,
promotion, pricing and advertising strategies for each of our projects in a highly coordinated and
consistent manner to maintain brand equity, but allowing flexibility to adapt to local market
dynamics.

We launch our projects for pre-sale only after we have substantially completed the relevant
landscaping, ancillary facilities and mock-up units in order to demonstrate our superior product
quality which in turn strengthens consumer confidence. We believe our actual on-site launch
standard enhances the marketing impact, saleability and pricing of our products.

We have strategically acquired large, relatively low-cost land reserves, with 257.5 million sq.m.
in 232 cities across China as of June 30, 2019, focusing on provincial capitals and other
selected cities that we believe have high-growth potential.

Our national land acquisition strategy aims to achieve greater regional diversification and
higher growth by focusing on provincial capitals and other selected cities across China that we
believe have high-growth potential.

° Large-scale, Quality and Relatively Low-cost Land Reserves with Significant Appreciation
Potential

We had the largest land reserves among all PRC property developers listed in China and
Hong Kong as of June 30, 2019, based on the land reserve data disclosed by relevant companies in
their applicable stock exchange filing. As of December 31, 2016, 2017 and 2018 and June 30,
2019, we had a total planned GFA of approximately 209 million sq.m., 269 million sq.m., 256
million sq.m. and 257.5 million sq.m., respectively, of quality and relatively low-cost land. The
average cost of our land reserves as of June 30, 2019 was approximately RMB1,823 per square
meter, as calculated by dividing our aggregate land purchase price by our aggregate planned GFA.
In the first half of 2019, we acquired land reserves from the acquisition of 58 new projects, which
were more focused towards first- and second-tier cities. We believe the size of our current land
reserves can satisfy our development needs for the next five to eight years and our strategic site
locations will provide significant appreciation and profitability potential.

° Well Diversified and Balanced Land Reserves with Extensive Presence in Large Provincial
Capitals and Other Selected Cities that We Believe Have High-growth Potential

Our land reserves are well diversified in terms of both geographic location and project type
to achieve maximum profit potential. Currently, we have developments in all the first-tier cities,
including Beijing, Shanghai, Guangzhou and Shenzhen, and cover most of the provincial capitals
and all municipalities in China. We have also expanded our operations into other selected third-tier
cities that we believe have high-growth potential on a national basis since the second half of 2010.

° Premier Project Location

Our urban projects are generally located in downtown or prime locations with a natural
landscape and well-developed infrastructure and transportation systems.
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We have leveraged our industry-leading brand name and strategic partnerships with renowned
suppliers to develop quality products that are well-recognized by the market.

° We Have Been Recognized as One of the Top 10 Property Developers in China for 15
Consecutive Years

We consistently market all of our new projects under the “Evergrande” brand to instill brand
awareness nationwide and for customers to identify our brand name with high- quality residential
projects. Since 2004, we have been ranked as one of the “Top 10 Property Developers in China”
for 15 consecutive years by the “Top 10 Property Developers Research Group of China” jointly
constituted by the Institute of Enterprise Research of the Development and Research Center of the
State Council, the Real Estate Research Institute of Tsinghua University and the China Index
Academy.

° Partnership with Prominent Suppliers to Develop Quality Products

We maintain strict quality control measures throughout our development chain and partner
with renowned international and national service and product providers to deliver top-quality
products. We initiate our project planning process immediately after we acquire a land site and
initially focus primarily on the structural and landscape designs of the site to ensure that they are
of the best fit to the overall project. Since 2004, we have been consolidating our selection of
vendors and suppliers to ensure that we work with first-rate vendors in the fields of construction
landscaping and interior decoration and source raw materials from top suppliers. By working with
a small number of high-quality partners, we are able to receive superior services throughout the
development process. In our current development projects, we primarily engage reputable
construction companies in China, including China State Construction Engineering Corporation and
Zhong-Tie Construction Group Corporation Limited, for a majority of our project construction
work; reputable fitting-out companies in China, including Suzhou Gold Mantis Construction &
Decoration Co., Ltd, and Shenzhen Grandland Decoration & Construction Co., Ltd. for our fitting-
out and interior decoration work; and landscaping industry leaders including GVL International
Landscaping Design Co., Ltd. for most of our landscaping work.

We offer a comprehensive product mix that caters to different market segment demands.

We believe that a comprehensive product mix, an in-depth knowledge of target markets and
accurate product positioning are the keys to our rapid growth in China. We have a wide range of
products that cater to different market segments. We generally target a product mix of 15% high-
end products, and 85% mid- to mid-high-end products in terms of the number of projects. We
believe this proportion allows us to meet the demands of a broad range of target clientele across
different geographic regions. Our diversified product range consists of residential properties that
cater to the needs of first- time homebuyers and wealthy property owners as well as non-residential
properties, including hotels, resorts and commercial properties.

We place strong emphasis on market research which allows us to understand the underlying
market trends and enables us to adjust our product design accordingly. We have developed various
standardized product series with appropriate modifications to suit the needs of various markets and
customer segments. We believe that our strong brand recognition as well as our strong adaptability
in different regional markets will enable us to achieve sustainable growth and high quality
coordinated development.
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We are able to effectively control our costs at key stages of the project development.
° Land Acquisition

As an early mover, we are able to access cities and regions with relatively low-cost land and
high-growth potential, develop quality and cost-efficient projects and achieve cost saving at an
early stage of the process.

° Design, Tender and Procurement

We implement a standardized operational model for design and material procurement. We are
able to limit construction costs through a centralized tender process and reduce material and
equipment costs through economies of scale and centralized procurement.

° Management

We adopt well-planned and efficient management systems and measures over the entire
process of project development to reduce management and operating expenses.

We possess a highly experienced and stable management team with proven execution capabilities
to adapt and respond to market changes.

° Highly Experienced Management Team in China

We have a highly experienced management team composed of well-regarded experts in real
estate development, planning and design, and finance and other fields. The team is led by our
chairman, Dr. Hui, who is a professor and doctoral advisor in management with Wuhan University
of Science and Technology. He is also a standing committee member of the 12th and 13th Chinese
People’s Political Consultative Conference and the vice chairman of the China Real Estate
Association.

Our regional management teams are trained at our headquarters and most of them have been
with our Company for more than 10 years. Over years, we have recruited our staff members from a
candidate pool comprised of top students from top universities in China. As of June 30, 2019,
approximately 90% of our management personnel had a bachelor’s degree or higher. We believe
our experienced and stable management team has contributed to our success and will further
enhance our execution capabilities and focus both at the headquarters and regional company level.

° Effective Management Structure

We have created an effective management structure by implementing an internationally
advanced management approach, which is complemented with practical experience accumulated
over the years. We have adopted a three-tier management system comprising the board of
directors, senior management at the headquarter level and senior management at the regional
subsidiary level. This management structure ensures a direct reporting line between the regional
offices and the headquarters, which enhances the overall internal control of our Company. We
adopt a result-oriented management model that is focused on goal-setting and performance
evaluation which allows the Company to achieve rapid and sustainable development.

We aim to motivate our staff effectively through our core values of quality, integrity,
innovation and efficiency. Through our superior management structure and result-oriented
compensation schemes, we are able to cultivate an effective corporate culture that commands
strong loyalty from our team members, which in turn enhances our competitiveness, creativity and
our execution capabilities.
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° Proven Execution Ability to Adapt and Respond to Changing Market Conditions

Our management team has developed superior strategic insights and can respond quickly to
changing market conditions. Since the inception of our Company, our senior management team has
periodically reviewed and set, and each time successfully implemented, our strategic plans for each
phase of our growth, by focusing on accumulating a talent pool for growth, building low-cost land
reserves, emphasizing product quality and branding strategy and securing financing in a timely
manner to support our expansion. Under the leadership of our management team, we have achieved
a significant scale and a strong market position in a relatively short period of time. For example,
when the PRC government began imposing significant restrictions on home purchases in 2010, our
management team further optimized our standardized operational model for premier residential
units to increase their marketability and attractiveness to prospective buyers, which we believe
helped us to increase our property development revenues in spite of the restrictive regulatory
environment.

We have proven capability to develop projects and achieve asset turnover rapidly.

Through our integrated centralized management structure and our standardized operational model,
we have proven capability to develop our projects rapidly nationwide and achieve quick asset turnover.
In most cases, we have been able to commence pre-sale of our recent property developments within six
to nine months after site acquisition.

Our integrated centralized management structure helps ensure efficient execution of our
standardized operational model; therefore we can typically complete the project planning and design,
project construction, procurement of materials and equipment, as well as obtain relevant government
approvals shortly after site acquisition.

Based on our standardized project planning and design, we are able to quickly determine and
implement the positioning and design of projects. We have established long-term strategic partnerships
with leading vendors and this enables rapid commencement of new projects as well as efficiency and
quality of the development. We have adopted a standardized quality control and construction supervision
system to monitor the progress and quality of all of our construction projects. In addition, as rapid
property development has been one of our key business strategies since our inception, our standardized
operational model, especially our standardized marketing procedures, has further improved our
efficiency in project management. By shortening the development cycle in many of our projects, we
aim to maximize our investment return, which in turn improves our operating cash flow. In most cases,
we have been able to commence pre-sale of our recount property developments within six to nine
months after site acquisition. As some of our most successful examples, we acquired Evergrande
Evergreen Garden Wuhan on January 6, 2016, launched pre-sale of this project on June 18, 2016 and
achieved total contracted sales, which have not been audited or reviewed by our auditors, of
approximately RMB2.11 billion by the close of the commencement day of pre-sale; we acquired
Evergrande Royal Scenic Bay Tianjin on January 29, 2016 launched pre-sale of this project on August
28, 2016 and achieved total contracted sales, which have not been audited or reviewed by our auditors,
of approximately RMB1.57 billion by the close of the commencement day of pre-sale; and we acquired
Evergrande Dragon Court Nanjing on January 15, 2016 launched pre-sale of this project on September
26, 2016 and achieved total contracted sales, which have not been audited or reviewed by our auditors,
of approximately RMB1.33 billion by the close of the commencement day of pre-sale. Our rapid
development business model results in a fast turnover of our land reserves.

Business Strategies
We aim to continue to maintain our leadership position in the PRC real estate industry with a

focus to capitalize on development opportunities in first- and second-tier cities and other selected cities
that we believe have high-growth potential, notwithstanding the regulatory environment. We will
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continue to implement our strategy of offering a diversified product range to our customers and to
further optimize the standardized operational model of developing quality real estate products. We plan
to implement the following strategies to achieve our goals:

Continue to replenish our land reserves in first- and second-tier cities and selected third-tier
cities in prime locations

We will continue to focus on first- and second-tier cities where we currently have operations and
further penetrate the market of other selected third-tier cities that we believe have high-growth potential.
As of June 30, 2019, approximately 65% of our land investment is located in the first and second-tier
cities with the rest located in other cities with high-growth potential, including having a large and fast
growing population, a high regional economic growth rate and has high levels in resident consumption
and savings. We believe those areas present business opportunities due to their sound economic growth
rate, rising household disposable income, accelerating urbanization level and increasing demand for
quality residential properties. In accordance with our national strategic plan, we will continue to
optimize the location of our residential properties by focusing on the replenishment of land reserves
closer to the city center in first- and second-tier cities and prime locations in third-tier cities to maintain
stable land reserves and achieve a balanced national development distribution.

Continue to optimize and leverage our standardized operational model

We will adhere to our standardized operational model to optimize our entire product chain for
quality real estate development with an aim to apply our operational experience to all of our projects
nationwide and ensure the successful development and sale of each project.

Maintain a comprehensive product offering with a primary focus on residential properties

We will maintain our strategy of offering a diversified product range to our customers with a view
to maintaining a target proportion of 15% and 85% in terms of the number of projects distributed among
our high-end, and mid- to mid-high-end property developments, in order to attract the broadest consumer
groups.

In addition, while we will continue to focus primarily on residential property developments, we
aim to gradually expand and diversify our business mix to include more commercial properties to
enhance our long-term financial performance and diversify risks.

Adopt prudent and disciplined financial policies

We have been implementing robust financial policies to grow total cash and net profit margins of
our major businesses, including further enhancing the collection of sales proceeds, increasing the
turnover of inventory assets, selling part of our investment properties and continuing to co-develop
projects with other companies. As a result, we have maintained a high level of cash and cash equivalent
over the years.

Moreover, we have also endeavored to manage our indebtedness and reduce our gearing ratio.

We will also continue to optimize commencement and completion plans and payment plans and
control major capital expenditures for land and construction. In addition, we will continue to sell certain
investment properties in our portfolio, adopt measures to improve the price of the residential properties
and strive to reduce operating expenses. With respect to the control of costs and expenses, we will
continue to fully implement product upgrades and replacement and standardized reform, ensuring quality
while reducing production costs. We will also adopt various new types of media to lower selling
expenses and make full use of information technology to lower operating expenses.
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Focus on product quality to enhance our brand

We will continue to focus on developing quality real estate products which we believe are integral
to enhancing our brand value. We will continue to implement strict quality standards to maintain our
competitive advantages over our peers.

Recent Developments
Newly Acquired Land Since June 30, 2019

Set forth below are some of our major land acquisitions made subsequent to June 30, 2019
involving land premiums of over RMB3 billion.

° Guiyang Evergrande Mansion. We acquired this project in Guiyang, Guizhou province in
2019, for a total land premium of RMB3,317.8 million. The project occupies an aggregate
total site area of approximately 242,743 square meters. We hold a 100% equity interest in
this project.

° Zhuhai Evergrande Yuelongtai Project. We acquired this project in Zhuhai, Guangdong
province in 2019, for a total land premium of RMB7,650.0 million. The project occupies an
aggregate total site area of approximately 204,666 square meters. We hold a 60.3% equity
interest in this project.

° Weihai Evergrande The Coronation. We acquired this project in Weihai, Shandong province
in 2019, for a total land premium of RMB3,654.7 million. The project occupies an aggregate
total site area of approximately 204,666 square meters. We hold a 51.0% equity interest in
this project.

Our Standardized Operational Model

In our standardized operational model, we develop new projects across China based on our years
of proven experience in developing quality properties. By adopting the integrated standardized
operational model, our headquarters standardizes the management of all regional offices, including the
operating model, project selection, project planning and design, material selection, tendering and
bidding, construction management and marketing, and directly cooperates with and supervises all
regional offices to ensure our internal control measures are well implemented. The chart below sets forth
our organizational structure established in accordance with our integrated standardized operational
model:
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Site Selection

Site selection is typically conducted via a three-stage standard process. First, the development
department of our headquarters and our regional offices are responsible for identifying a potential
project, collecting information and performing primary screening. Should a potential project pass the
primary screening, the development department, marketing department, research and development, or
R&D, department and regional offices will be summoned together to conduct an in-depth analysis based
on the collective experience of the parties involved and data extracted from our database. The
summarized detailed analysis after multiple rounds of screening will then be submitted to our board of
directors for review, discussion and final approval. We believe the above measures ensure that the new
projects are in line with our overall development strategy and therefore minimize the development risk
in the future.

Project Planning and Design

After acquiring the site for a new project, the R&D department, marketing department, regional
office and sales agencies will each provide independent market research reports. The Board will arrange
meetings with these departments to finalize product positioning and project planning, after which the
R&D department will work with the relevant regional office to finalize the project planning and design
plan based on the project positioning. This approach will ensure accurate market positioning, planning
and design of each project.

Centralized Tender

We organize tenders and invite primarily first-rate construction companies in China to participate
in the bidding for interior decoration, gardening and landscaping and other construction work to ensure
high-quality construction work performed at competitive prices. We have centralized and standardized
our tender process in order to facilitate our standard operating procedures to build quality products
rapidly. Our legal department and internal audit department supervise the entire tender process and
carefully evaluate and compare each submitted bid. This effectively ensures our quality and progress of
construction, which in turn minimizes our construction costs.

Centralized Procurement

Subject to our centralized tender process, we sign long-term procurement agreements with
reputable service and product suppliers in China and overseas. We have also established a unified
national distribution system. This procurement and distribution system enables us to successfully
minimize our overall purchasing costs while ensuring the best product quality.

Project Construction

We strictly adhere to a set of standardized plan management, progress evaluation and quality
supervision process that covers all the key project development and management activities conducted by
our regional offices. Our headquarters have a dedicated team of professional staff who collect
information about the project progress and construction quality from each regional office through an
advanced information management system. This strengthens our headquarters’ control over project
construction progress and quality, which in turn ensures that each property meets our requirements.

Sales and Marketing
Our sales and marketing effort follows standardized procedures so that the marketing, promotion,
pricing and advertising strategies for each of our projects are created in a highly coordinated and

consistent manner. These strategies are implemented for each project after being reviewed and approved
by our board.
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Human Resources Management

Our headquarters appoints and removes our regional office management teams. Our employee
recruitment criteria, staffing and compensation structure are standardized and formulated by our
headquarters, ensuring that the team composition and staff quality meet our standards.

Financial Management and Reporting Requirements

We have implemented a uniform financial management and reporting system, under which the
finance department of each regional office is directly managed by our headquarters. This system allows
us to standardize, consolidate and centralize our capital management nationwide. Our centralized internal
risk management also covers our archives management and accounts approval process in all our regional
offices.

For more details on our project development and management procedures, see “— Project
Development and Management Procedures.”

Our Property Projects
Our property projects are generally divided into the following three categories:

° completed properties, comprising property projects we have completed since our inception,
with the certificates of completion issued by the relevant government authorities;

° properties under development, comprising property projects with respect to which we have
received land use rights certificates and partly received construction permits or governmental
approval for early construction but have not yet received certificates of completion; and

° properties held for future development, comprising property projects with respect to which
we have signed a land grant contract or a land transaction confirmation letter with the
relevant PRC land administrative authorities, the project company equity transfer agreements
or project cooperation agreements but have not yet obtained the land use right certificates.

Because our projects are typically relatively large in size and some of our projects comprise multi-
phase developments on a rolling basis, a single project may include different phases at various stages of
completion, under development or held for future development.

Each property project may be subject to multiple land use rights certificates, construction land
planning permits, construction works planning permits, construction permits, pre-sale permits and other
permits and certificates which are issued at different stages throughout their development. Our
classification of properties is not directly comparable with the classification of properties in our
consolidated financial information and our consolidated financial statements incorporated elsewhere in
this offering memorandum.
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The table below sets forth our classification of properties and the corresponding classification of

properties

in our consolidated financial

This offering memorandum

information and our consolidated financial
incorporated by reference into this offering memorandum:

statements

Consolidated financial information

Site Area Calculation.

Completed properties, comprising
properties with certificates of completion
(including completed properties that have
been sold)

Property under development, comprising
properties for which we have obtained
land use rights certificates and partly
received construction permits or approval
letters for early construction, but not yet
received certificates of completion

Property held for future development,
comprising properties for which we have
not obtained land use rights certificates,
but have entered into the land grant
contracts or the project company equity
transfer agreements, or cooperation
agreements

Completed properties held for sale
(excluding completed properties that have
been sold)

Land use rights (attributable to completed
properties held for sale)

Investment properties
Properties under development

Land use rights (attributable to properties
under development)

Expenditures incurred for projects for
which we have not yet obtained land use
rights certificates were recorded as
prepayments, deposits and other
receivables within our current assets

The site area information in this offering memorandum is derived on the

following basis:

when we have received the land use rights certificates for a project, the site area information
in respect of such project refers to the site area information in such land use rights
certificates; and

before we receive the land use rights certificates, the site area information in respect of such
project refers to the site area information in the relevant land grant contract or the relevant
government permits related to such project excluding, however, the areas earmarked for
public infrastructure, such as roads and community recreation zones.

When completed properties and properties under development are subject to a single land use
rights certificate, we calculate the site area attributable to such completed properties and such properties
under development in proportion to their respective total GFA as a percentage of the aggregate total
GFA under the land use rights certificate.

GFA Calculation.

The GFA information in this offering memorandum is derived on the

following basis:

when the construction of a project is completed and we have received the certificate of
completion, the total GFA information in respect of the project refers to the total GFA in
such certificate of completion;

if we have not yet obtained the certificate of completion, but have obtained the construction

works planning permit for the project, the total GFA information in respect of the project
refers to the total GFA in such construction works planning permit;

121



° if we have not yet obtained the construction works planning permit, but have obtained the
construction land planning outline for the project, the total GFA information in respect of the
project refers to the total GFA in such construction land planning outline;

° if we have not yet obtained the construction land planning outline, but have received the
government-approved design plan for the project, the total GFA information in respect of the
project refers to the total GFA in such government-approved design plan; and

° if we have not obtained any of the above documents for the project, the total GFA
information in respect of the project refers to the total GFA based on our current
development plan for the project.

Total GFA stated in certificates of completion, pre-sale certificates, construction works planning
permits, construction land planning outline and government-approved design plans includes underground
GFA. Underground GFA refers to basement and other underground spaces, generally used for parking
and storage purposes.

The total GFA information in this offering memorandum includes both saleable and non-saleable
GFA. Saleable GFA generally includes residential properties, saleable carparks, retail shops and office
space (including internal floor area and shared areas in the building that are exclusively allocated to
such properties). Non-saleable GFA generally includes communal facilities, such as schools, floor area
for property management purposes as required by the government, project related supplemental facilities
and our own properties such as hotels and non-saleable carparks.

Saleable GFA Calculation. The saleable GFA information in this offering memorandum is
derived on the following basis:

° if we have obtained property ownership certificate for a project, the saleable GFA
information refers to the saleable GFA in the property ownership certificate;

° if we have not yet obtained the property ownership certificate, but have received the pre-sale
permit for the project, the saleable GFA information refers to the saleable GFA in the pre-
sale permit;

° if we have not yet obtained the pre-sale permit but have received the construction works
planning permit for the project, the saleable GFA information in respect of the project refers
to the saleable GFA estimated in such construction works planning permit;

° if we have not yet obtained the construction works planning permit, but have received the
construction land planning outline for the project, the saleable GFA information in respect of
the project refers to the saleable GFA estimated in such construction land planning outline;

° if we have not yet obtained the construction land planning outline, but have received the
government-approved design plan for the project, the saleable GFA information in respect of
the project is estimated based on such government-approved design plan; and

° if we have not yet obtained any of the above documents for the project, the saleable GFA
information in respect of the project is estimated based on our current development plan for
the project.

GFA sold information refers to the GFA sold or pre-sold as specified in the relevant sale and

purchase agreements on an aggregate basis. GFA sold information in this offering memorandum does
not include GFA of parking spaces. Unless the pre-sale of a project has started, we have provided
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estimated pre-sale commencement time for such on-going project in this offering memorandum. Unless a
project has already been completed, we have likewise provided estimated completion time for such on-

going project in this offering memorandum.

Project Overview

Geographical distribution of our property projects as of June 30, 2019 was as follows:

Properties under development and

Total planned GFA held for future development
Project Total GFA % of total GFA Total GFA % of total GFA
Guangdong Province . . ... .......... 51,028,178 10.82% 31,211,933 12.12%
Shandong Province . .. ............. 39,321,488 8.34% 24,308,539 9.44%
Sichuan Province. . ... ... .......... 31,644,667 6.71% 18,140,876 7.05%
Jiangsu Province . . . .. ...... ... . ... 27,044,454 5.73% 15,515,720 6.03%
Hebei Province . . .. ............... 23,728,937 5.03% 15,292,937 5.94%
Henan Province. . . ... ............. 30,745,622 6.52% 13,407,484 5.21%
Liaoning Province . . ... ............ 23,221,661 4.92% 13,125,546 5.10%
Chongqing Province . .............. 21,548,006 4.57% 13,023,453 5.06%
Zhejiang Province . . .. ............. 17,343,896 3.68% 12,391,346 4.81%
Hunan Province. . . . ............... 24,406,726 5.17% 12,210,888 4.74%
Anhui Province. . . ................ 23,708,974 5.03% 10,962,382 4.26%
Hubei Province . . . . ............... 19,141,507 4.06% 9,311,483 3.62%
Guizhou Province . .. .. .. ... .. .... 14,517,602 3.08% 8,534,463 3.31%
Yunan Province. . . . ....... .. ...... 11,775,435 2.50% 7,800,084 3.03%
Guangxi Zhuang Autonomous Region . . . 16,077,651 3.41% 7,023,521 2.73%
Jiangxi Province . . .. ... ... ..., 16,952,295 3.59% 6,745,928 2.62%
Fujian Province. . . ... ............. 8,961,013 1.90% 5,226,405 2.03%
Shanxi Province .. ................ 9,956,635 2.11% 4,576,567 1.78%
Jilin Province . . ... ...... ... ...... 9,303,040 1.97% 4,089,944 1.59%
Shaanxi Province. . . .. ............. 7,695,687 1.63% 3,335,820 1.30%
Hainan Province . ... .............. 7,425,783 1.57% 3,316,769 1.29%
Xinjiang Uygur Autonomous Region . . . . 5,034,149 1.07% 3,298,691 1.28%
Heilongjiang Province . . ... ......... 8,288,453 1.76% 3,123,111 1.21%
Gansu Province. . . ... ... ... ... ..., 5,387,195 1.14% 2,758,399 1.07%
Tianjin Province . ... .............. 5,670,388 1.20% 2,590,135 1.01%
Inner Mongolia Autonomous Region . . .. 7,798,661 1.65% 4,335,441 1.68%
Ningxia Hui Autonomous Region ... ... 1,779,976 0.38% 931,453 0.36%
Beijing City . . .. ................. 1,174,913 0.25% 561,405 0.22%
Shanghai City. . .................. 591,939 0.13% 322,565 0.13%
Qinghai City. . . . ................. 439,772 0.09% 14,847 0.01%
Total. . ... ....... ... ............ 471,714,702 100.00% 257,488,134 100.00%

As of June 30, 2019, we had completed the development of a total GFA of 271.2 million sq.m.
since our inception. As of June 30, 2019, we held an aggregate 8,401,357 sq.m. of total GFA of

commercial space and 360,076 car parking spaces as investment properties.

123



As of June 30, 2019, we had properties under development or held for future development with a
total GFA of 257.5 million sq.m.

During the six months ended June 30, 2019, we had completed properties with a total GFA of
approximately 28.7 million sq.m. as compared to approximately 34.3 million sq.m. during the same
period in 2018.

We had projects under construction with a total GFA of approximately 122.4 million sq.m. as of
June 30, 2019 as compared to approximately 119.5 million sq.m. as of December 31, 2018.

Completed Properties

For all of our completed projects, we have received the land use rights certificates, construction
land planning permits, construction works planning permits, construction permits, pre- sale permits and
certificates of completion.

Properties Under Development and Held for Future Development

For all of our property projects under development, we have received the land use rights
certificates. With respect to “GFA with construction permits” or “GFA under construction,” we had
obtained the relevant construction land planning permits, construction works planning permits and
construction permits or governmental approval for early construction as of the date specified. Some of
them had also received pre-sale permits. With respect to “GFA without construction permits,” we had
yet to obtain some or all of the relevant construction land planning permits, construction works planning
permits and construction permits as of the date specified. “GFA under development with pre-sale
permits” means GFA with construction permits and pre-sale permits.

As of June 30, 2019, we had 828 property projects under development or held for future
development with a total GFA of approximately 257.5 million sq.m. As of June 30, 2019, 752 of our
property projects under development or held for future development had construction permits with a
total GFA of approximately 122.4 million sq.m.

Product Series

Over the years, we have developed and introduced various distinctive product series to the market,
including:

e  Mid- to mid-high-end series represented by products within our Evergrande Oasis (fH R #k)
series, Evergrande Metropolis (fE K% #K) series, Evergrande City (THKH) series,
Evergrande Atrium (15 KHES) series, Evergrande Royal Scenic Bay (1 KfHl 5#) series,
Evergrande Emerald Court (fH K352 #EjE) series, Evergrande Bay (fH KVL¥) series,
Evergrande Plaza (15 K#&%5) series and Evergrande Bund ({H KX 4MN#) series, which we target
to account for approximately 85% of our current projects, and are marketed toward middle to
upper-middle income residents, who currently constitute the largest segment of residential
real estate purchasers. Evergrande Metropolis and Evergrande City are urban residential
complexes in major cities, while Evergrande Oasis and Evergrande Atrium are located in
areas with the requisite natural landscape. These series are equipped with well-developed
facilities and amenities within the complexes.

° High-end series represented by products within our Evergrande Palace (1 KZEJ) series,
Evergrande Royal Scenic Peninsula (16 K52 &) series, Evergrande Emperor Scenic (6K
77 5%) series and Evergrande Royal Scenic (1H K ffl5%) series, which we target to account for
approximately 15% of our current projects, and are positioned as high-end and premium
residential properties in urban centers. These series target high-income residents in such
regions.
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We design and develop all of our product series under our standardized management and market
them under the brand name of “Evergrande” on a nationwide basis. We also market products of these
series under different project names.

Within our product series, we mainly develop five types of residential properties:

° villas, which are typically independent houses with one to three stories;

° semi-detached villas, which are typically two separate houses that share a common wall;
° townhouses, which are typically connected houses of more than two units;

° condominiums, which are typically low-rise residential buildings of four to 18 stories; and
° high-rise residential buildings, which are typically higher than 18 stories.

Co-Developed Projects

In recent years, we have entered into co-development arrangements with other property developers
in which we share the cost of development of a project and sales proceeds from the sale and/or pre-sale
of the properties in the development. We consider a number of criteria when evaluating whether to
partner with a company for co-development of a project, including the company’s economic strength and
property development experience, whether they have obtained all or part of the land use rights, whether
the prospective project location is good, the risk profile of the prospective project and the potential for
appreciation, whether the payment terms are favorable, and whether there are low capital requirements
for the early stages of development. As of June 30, 2019, we had 157 co-developed projects across 22
provinces and autonomous regions in China, including Shandong, Hebei and Zhejiang. For more
information about our co-developed projects, please see “— Project Overview.”

Our profit sharing arrangements generally correspond to our equity ownership in the project
development company. The terms of our co-development vary but typically, we may: (i) provide the
land use rights for a project and our co-developer would contribute to the development costs through
capital injections into the project company or advances of land premium; or (ii) develop the project
under our name and management.

We believe such co-development arrangements have helped us expand our nation-wide footprint,
while lowering our development costs and investment risks associated with construction projects in new
geographical regions. We may continue to enter into such co-development arrangements as suitable
opportunities arise.
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Since June 30, 2019, we have entered into new co-development arrangements with other property
developers for ten projects, including:

Site area GFA Attributable
Project Province City (sq.m.) (sq.m.) interest
Shijiazhuang Evergrande City Lights Hebei Shijiazhuang 104,647 141,000 75%
Maanshan Evergrande Emerald Bay Anhui Maanshan 137,113 181,069 70%
Tonghua Evergrande Left Riverbank Jilin Tonghua 65,277 130,554 98%
Huzhou Taihu Capital Palace Zhejiang Huzhou 66,661 66,661 80%
Huanggang Evergrande Left Riverbank Hubei Huanggang 131,387 328,468 70%
Xuchang Changge Emerald Court Henan Xu Chang 54,189 162,568 60%
Puyang Evergrande Emerald Court Henan Puyang 138,113 296,809 90%
Weihai Evergrande The Coronation Shandong Weihai 397,333 634,000 51%
Jialize Project Yunan Kunming 1,336,158 1,452,099 80%
Jinhua Project Zhejiang Jinhua 377,073 417,352 75%
Total 2,807,951 3,810,579

Investment Properties

Along with our residential property projects, we also develop office buildings, commercial
properties, retail shop units and carpark spaces as part of our residential complexes for leasing. As we
intend to hold these properties for long-term investment purposes, they are treated as investment
properties. As of June 30, 2019, these investment properties included 8,401,357 sq.m. of total GFA for
commercial spaces and 360,076 car parking spaces. Some of our retail shop units and carpark spaces
are, or may be, located in large, multiple-use complexes. We may choose to sell the retail shop units
when we believe that sales would generate a better return on our investment than through rental and
capital appreciation. In the years ended December 31, 2016, 2017 and 2018 and the six months ended
June 30, 2019, our rental income from investment properties amounted to RMB848 million, RMBS811
million, RMB1,268 million (US$184.7 million) and RMB821 million (US$120 million), respectively.
The increase is partly due to increased occupancy of our residential complexes.

Total attributable leasable

GFA (sq.m.) No. of Carparks
Under Under

Province Development Completed Development Completed

Anhui Province 476,428 278,664 4,302 29,544
Beijing City 12,276 61,241 — —
Chongqing City 87,811 492,783 — 27,276
Fujian Province 2,200 26,323 969 296
Gansu Province 46,669 40,268 299 4,477
Guangdong Province 186,094 333,912 2,668 41,307
Guangxi Province 355,920 218,078 3,988 4,553
Guizhou Province 37,639 567,448 — 14,664
Hainan Province 70,524 10,690 — 7,240
Hebei Province 98,696 298,966 2,992 6,319
Henan Province 34,729 228,464 — 15,786
Heilongjiang Province 31,379 138,640 — 5,253
Hubei Province — 258,347 — 12,774
Hunan Province 54,366 141,164 — 26,618
Jilin Province 31,066 166,178 — 4,530
Jiangsu Province 54,989 170,889 — 14,787
Jiangxi Province 2,951 188,631 — 19,242
Liaoning Province 221,668 763,973 2,922 8,607
Inner Mongolia Autonomous Region — 36,092 — 6,901
Ningxia Hui Autonomous Region — 19,254 — 5,201
Qinghai Province — 2,328 — 421
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Total attributable leasable

GFA (sq.m.) No. of Carparks
Under Under

Province Development Completed Development Completed

Shandong Province 228,439 283,161 — 14,022
Shanxi Province 4,619 117,755 — 12,522
Shaanxi Province 42,877 45,065 — 7,225
Shanghai City — 4,595 — —
Sichuan Province 226,200 596,513 — 33,223
Tianjin City — 37,921 — 6,700
Hong Kong Special Administrative Region — 304,027 — —
Xinjiang Uygur Autonomous Region 14,246 34,229 — 978
Yunnan Province 95,028 24,580 2,851 2,794
Zhejiang Province 54,297 40,070 — 5,825
Total 2,471,110 5,930,247 20,991 339,085

Property Development

Our business operations are based on our industry-leading standardized operational model for
quality real estate development. Our standard operational procedures cover all aspect of our project
development process.

We believe our standardized approach to property development has enabled us to rapidly replicate
our success in our home base in Guangzhou to other key provincial capitals and surrounding areas in
China, to ensure consistent product quality at the same time.

The residential properties we develop are primarily composed of four major standard product
series. We have also developed a standard for high-end ancillary facilities, a standard for gardening and
landscaping, and a construction standard according to different product series. We develop a diversified
portfolio of properties, including low-density residential buildings, multi-story residential buildings, and
mid-rise and high-rise residential buildings, to cater to individual needs of different buyers. We
generally favor large-scale and extra-large scale projects because our standardized operational model
tends to work more effectively and efficiently with them, as they allow the appropriate economies of
scale to maximize the upside potential of property development.
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Project Development and Management Procedures

We maintain a systematic development approach although each project is designed to cater to the
specific target market. Our property development and management procedures are summarized as below:

City and Site N Land R Project | Centralized | Centralized R Project
Selection "1 Acquisition d Plannn?g d Tender " Procurement " Construction
and Design
After-sales Quality
Services P Payment | P Salesand | Control and
and Property |- Arrangement | Pre-sale h Marketing |~ Construction D
Management Supervision

City and Site Selection

We screen cities and sites in China following a standardized process in order to identify
opportunities suitable for our development. The primary criteria in our project site evaluation include the
following:

° location in cities that we believe have high-growth potential;

° generally not less than 20,000 sq.m. in GFA for projects in first-tier and second-tier cities
and not less than 300,000 sq.m. in GFA for projects in third-tier cities;

° beautiful surrounding environment, with established supporting infrastructure, convenient
transportation system and appropriate value appreciation potential;

° minimal or no demolishment and resettlement costs, allowing commencement of development
soon after the acquisition of the land; and

° appropriate cost and attractive financial return.
Land Acquisition

According to current PRC laws and regulations, state-owned land use rights for property
development must be granted by the relevant governmental authorities via public tender, auction and
listing-for-sale. Land reserves may also be acquired in the secondary market through acquisition of the
equity interests of companies that possess the land use rights. We acquire land use rights either by
bidding directly at auctions organized by the relevant government authorities or through acquiring
companies that hold land use rights.

As a property developer targeting middle to upper-middle income customers, we believe that

acquiring land at competitive prices is critical to our overall development strategy. The ability to
identify potentially undervalued land reserves and the effective execution of our land acquisition
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strategy are our important strengths. Based on our current development and growth targets, we expect to
maintain sufficient land reserves to fulfill our development requirements for the next five to eight years
on a rolling basis. As of June 30, 2019, we had approximately 257.5 million sq.m. of GFA under
development and held for future development. In accordance with our national strategic plan, we will
continue to optimize the location of our residential properties. We will focus more on the development
of projects in central urban areas in first- and second-tier cities and prime locations in third-tier cities to
maintain stable land reserves and achieve a balanced national development distribution.

As of the date of this offering memorandum, we have not commenced the construction work as
required by the relevant original land grant contracts with respect to a number of projects that we have
acquired. However, we do not expect such land parcels to be subject to idle land fees or forfeiture
primarily for the following reasons:

° the relevant local authorities’ failure to deliver certain land to us due to their on-going re-
zoning plans;

° our entry into supplementary agreements with the relevant local authorities to extend the
commencement of the construction; and/or

° demolition of certain land has not been completed on the part of the government, preventing
the construction from commencing on such land.

As of the date of this offering memorandum, we have not been required to pay any idle land fee or
forfeit any land as a result of noncompliance with the relevant PRC laws and regulations. Although we
cannot assure you that circumstances leading to forfeiture or significant delays in our development
schedules will not arise in the future, we do not expect that any of our current land reserves will be
subject to forfeiture based on our current development plans.

To ensure timely payment of land premiums and efficient execution of our property development,
we have adopted internal control procedures to monitor and manage our land acquisitions and related
financing. Our legal department has authority to perform due diligence investigations into our land
acquisitions and our finance department is responsible for the feasibility analysis and funding
sufficiency. Both departments report their findings and issues to our senior management. We also
require our regional offices to strictly adhere to the schedules with respect to applications for land use
right certificates, construction land planning permits, construction work planning permits and
construction permits in compliance with the PRC laws and regulations. We closely monitor the land
acquisition and project development process. In the event that we experience delays in payment of land
premiums or construction schedules we will seek immediate rectification, including applications for an
extension from the relevant government authorities as well as negotiation and entry into supplementary
agreements. In addition, as part of our standardized operational model, we endeavor to train our staff at,
and coordinate the proceedings in, our bidding and tendering department, development department and
engineering department to ensure a timely property development in compliance with the PRC laws and
regulations.

Project Planning and Design

We have strong in-house design capabilities. Evergrande Design and Research Institute, our in-
house design subsidiary, is a nationally accredited architectural design firm composed of experienced
professionals. Our design team works closely with our project managers and marketing team in master-
planning and in detailed two-dimensional and three-dimensional architectural designs. Our design team
also collaborates with reputable domestic and international design houses in formulating, developing and
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finalizing the landscape and interior design for our projects. Our senior management is actively involved
in the entire planning and design process, especially in the master- planning and architectural design of
our projects. Our design process is summarized as below:

Evergrande Design and Research Institute

Initial data collection

Overall de5|gn. Slhgle bwldmg Facade design
and floor plan design architectural design

Product positioning

’ Regional chief engineer office

Completion of Execution of
drawing design drawing design

Completion

of design phase - - ’ Landscaping design

5
L L

- - ’ Interior design %

Based on our previous successful experiences, our professional R&D team has designed over 20
standard series of products. We also conduct detailed market research and analysis on the products
placed by other major developers into the market. We endeavor to tailor-make and ensure highest
construction, gardening, landscaping, and decoration quality in our different product series. We will
continue to adopt creative architectural planning and innovative designs with a view to making our
products distinctive from other offerings in the market.

In our efforts to integrate quality with distinctive designs for our properties, we have also retained
renowned design houses to optimize our architectural design in various aspects. As we seek to
standardize the designs of our product series and customize our mature series, we will continue to
introduce new series in accordance with market demands and preferences. As an important part of our
project planning and design process, we work closely with external landscape and interior designers to
maximize the esthetic appeal and eco-value of our properties. In addition to distinctive design features,
we also seek to distinguish our property developments by offering additional value-added functions.

We have received numerous awards in recognition of our achievement in various areas of our
project designs and floor plans, including the following:

° our construction company has obtained the China Premium Qualification as a general housing
construction contractor, which allows us to develop land with a total GFA of over 200,000
sq.m. and top qualifications as a general municipal public works construction contractor to
perform construction, municipal engineering, decoration and landscaping of historical style
buildings, which allows us to vertically integrate the construction process; and

° Evergrande Group Project Management Ltd. has obtained the China Grade A Engineering

Supervision qualification, which is the highest level of engineering supervision qualification
recognized in China.
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Centralized Tender

We organize tenders, and invite primarily first-rate construction companies in China to participate
in the bidding, for interior decoration, gardening and landscaping and other construction work to ensure
that we get high-quality construction service at competitive prices. We have centralized and standardized
our tender process as a part of our standard operational procedures. We outsource substantially all of our
project construction work to independent contractors. We have also acquired a nationally accredited
construction company to undertake some of our project construction. We also maintain strict quality
control measures throughout our development chain and partner with renowned international and
national service and product providers to ensure the quality of our products. Vendors and suppliers we
generally partner with in our projects include:

Services or products Suppliers or vendors

Overall project planning/design. China Architecture Design Group, Shenzhen General Institute
of Architectural Design and Research

The Architectural Design and Research Institute of Guangdong
Province

Project construction. . . ... ... China State Construction Engineering Corporation Ltd.

Zhong-Tie Construction Group Corporation Limited

Interior design and decoration. . Suzhou Gold Mantis Construction & Decoration Co., Ltd.

Shenzhen Grandland Decoration & Construction Co., Ltd.

Elevators . ... ... ......... OTIS, Hitachi and Mitsubishi

Powerbox ............... Schneider Electric, Panasonic, TCL Legrand and SIEMENS

Kitchen electric appliances . . . . Rinnai, ROBAM, Vatti, Haier, Electrolux, Whirlpool and
SIEMENS

Bathroom fixtures . . .. ... ... TOTO, KOHLER and Roca

Power sockets. . .. ......... Panasonic, SIEMENS and Legrand

Plumbing fixtures .......... MOEN, American Standard and Roca

Paint................ ... NIPPON PAINT

Surveillance systems . . ...... Samsung, Panasonic, SONY and Hikvision

Centralized Procurement

We have signed long-term procurement agreements with reputable service and product suppliers in
China and overseas and we have also established a unified national distribution system. The
procurement departments in our regional offices are managed directly by our headquarters. Our regional
procurement departments submit their procurement plans of material and equipment to our headquarters
on a monthly basis. We require that the difference between the actual monthly purchased quantities and
the procurement plans should not exceed 10% under normal circumstances. Through such requirements,
we endeavor to minimize our overall purchasing costs without compromising our quality requirement.

Our centralized procurement system plays an essential role in helping us achieve economies of
scale and favorable commercial terms, and in promoting our long-term partnership with quality
suppliers. We have established a rigorous screening and bidding process to select our suppliers. We
mainly consider first-rate national suppliers during our screening process, from which we select three to
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five suppliers in each category to form our pre-qualified vendor pool. Pre-qualified suppliers are invited
to submit bids based on our product specifications and requirements. All submitted bids are reviewed
and evaluated by our bidding and tendering committee, which consists of members from our senior
management, procurement departments and design team. The bidding and tendering committee
determines the winner based on a set of standards described in our bid-solicitation documents, such as
product quality, price, supply lead time, financial strength, reputation and after-sales services. Our
objective in this centralized procurement system is to obtain the required quality products and services
at the best prices. Certain key construction materials and services, such as aluminum alloy materials,
hardwood floor panels and site preparation, are partly provided by our subsidiaries.

Since 2006, all our construction material procurement contracts are tri-partite arrangements among
us, suppliers and construction contractors. Such arrangements require suppliers to deliver their supplies
directly to our regional procurement departments, which then distribute them to our construction
contractors. We will effect payments to suppliers on a monthly basis by deducting such payments
directly from our fees payable to the construction contractors. These arrangements not only ensure the
quality of materials and equipment used in our projects but also relieve the concerns of our suppliers
over potential late payment or lack of accountability on the part of construction contractors. Through our
large-volume and centralized procurement arrangements, we are able to form long-term strategic
partnerships with top suppliers in China and overseas to provide us, and indirectly our customers, with
premium products at competitive costs. For example, we source our elevators primarily from OTIS and
Shanghai Mitsubishi; power switches from SIEMENS; electrical appliances from Panasonic, Samsung
and SIEMENS:; kitchen electric appliances from Rinnai; bathroom fixtures from TOTO and KOHLER;
switch boards from Panasonic, air conditioners and cabinets from Haier, a renowned domestic brand.

Project Construction

Our headquarters, in collaboration with all our specialized departments, formulates the standard of
construction requirements and we require each of our regional offices to follow and implement the
standard consistently. Our headquarters has a dedicated team of over 1,000 professional staff who
collect and analyze information on project progress and construction quality from all of our regional
offices on a weekly basis through our in-house information management system. This team not only
sends out professionals to conduct on-site inspection, but also dispatches qualified professionals and
engineers to supervise the overall construction of each individual project from time to time.

Under the supervision of our headquarters, each of our regional offices is responsible for the day-
to-day management of specific project construction in accordance with our centralized standard. The
construction contracts we enter into with construction companies typically contain warranties with
respect to quality and timely completion of the construction projects. We require construction companies
to comply with the relevant PRC laws and regulations as well as our own standards and specifications.
Our construction management department is charged with the responsibility of closely monitoring
quality and construction progress as well as controlling cost during construction. In the event of
unsatisfactory quality of work, we will reject such work pursuant to our contractual arrangements until it
is redone to our satisfaction. Our construction contracts typically require payments based on construction
progress until a specified maximum percentage of the total contract sum is paid. Except for
approximately 5% of the contract sum, which we generally withhold for two years from the time of
completion to cover any contingent expenses incurred as a result of any construction defects, the
remaining balance is payable upon confirmation of the construction quality. You should refer to the
section entitled “— Quality Control and Construction Supervision” below for additional information on
our quality control system.
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Quality Control and Construction Supervision
We control the overall project quality directly from our headquarters by the following means:

° provision of professional guidance and technical support to our regional offices for the
purpose of overseeing and supervising the construction of all our projects;

° compilation of various standardized technical guidelines and assessment systems, including
our property construction management system, to manage the various aspects of project
developments;

° results evaluation conducted through the monthly plans and weekly progress reports
submitted by our regional offices with respect to all of our projects under development from
time to time; and

° dispatch of qualified personnel to conduct on-site quality inspections on a random basis.

We emphasize and enforce our quality control at every stage of a project development from its
initial planning and design through its final completion. In addition to our stringent and intensive
selection process in choosing our suppliers and service providers as disclosed in the sections entitled
“— Centralized Tender” and “— Centralized Procurement” above, we employ strict procedures to
select, inspect and test equipment and materials we purchase. Our project management teams inspect
equipment and materials to ensure their compliance with the contractual specifications before accepting
them and approving payment. We reject and return any supplies that are below our standards or that do
not comply with our specifications.

To ensure quality and to monitor the progress and workmanship of a construction project, our
wholly owned construction supervision company, Evergrande Engineering and Supervision Co., Ltd.,
monitors our projects developments on a nationwide basis. Evergrande Engineering and Supervision Co.,
Ltd. has earned the highest qualification recognized by the PRC government and currently employs over
2,300 qualified construction supervisor-engineers. In compliance with PRC laws and regulations, we
also engage certified construction supervision companies to monitor certain aspects of our project
construction as specified by the relevant rules and regulations. We also require the construction
contractors to implement our quality control procedures, including the appointment of their internal on-
site quality control engineers, examination of materials and supplies, and their on-site inspection. We
rely on our own qualified construction supervisor-engineers to effectively monitor the construction
process to ensure quality control. Our qualified construction supervisor-engineers not only conduct on-
site quality inspection of the construction work on a daily and continuous basis, but also are authorized
to tear down sub-standard work if they deem it necessary. We have formulated a series of internal
quality assurance standards and systems to regulate all major processes and procedures in our project
development, including construction works, water and electricity systems, pipe networks, landscaping,
fitting-out works, interior design and decoration, controls over raw materials and equipment supply. To
control product quality, we have also developed an information management system to enable our
headquarters to access information, on a real-time basis, on the construction progress relating to each
individual building across our projects anywhere in the country.

We also make great efforts to promote safety and environmental awareness at our construction
sites. Many of our construction sites in Guangzhou have received “Double Excellence Construction
Sites” awards by Guangzhou municipal government. In addition, prior to handing over our property to a
purchaser, our sales and customer service departments, together with our engineers and the property
management company, inspect the property to ensure it is fit for delivery.
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Sales and Marketing

We combine a centralized sales and marketing management team with the employment of first-rate
professional property sales agencies for our sales and marketing in China. Our internal sales and
marketing management team is responsible for formulating our nationwide sales and marketing strategies
and supervising their execution, while the retained sales agencies are responsible for implementing such
strategies and actual sales. This approach assures consistency in our promotion and sales strategy on a
nationwide basis and improves efficiency in our sales.

We have over 10,000 personnel to manage and coordinate our marketing and sales. Their principal
responsibilities include the following:

° market research;

° brand promotion;

° sales planning;

° property pricing; and
° sales management.

Our centralized sales and marketing management team coordinates with our regional offices in
selecting qualified sales agencies and promoting our brands across different regional markets in China.
Our marketing and sales management team works closely with other internal teams and external agencies
in order to determine the appropriate advertising and selling plans for any particular project. They also
monitor sale and pre-sale procedures conducted by sales agencies. In addition, senior members of our
sales and marketing management team are also actively involved in such matters as site selection,
project planning and project design.

Our promotion channels primarily include advertising through newspapers, television, radio,
internet, billboards, magazines and mobile phone text messages. We generally engage first-rate property
sales agencies and advertising design houses in China to assist us in our sales campaigns. As part of our
marketing strategy, we organize potential customers to visit our property projects via our free shuttle
buses. These showcase visits facilitate sales of our properties under development and help promote our
brand.

Pre-sale

Like other developers, we pre-sell properties prior to the completion of their construction. Under
the PRC pre-sale laws and regulations, property developers must satisfy specific conditions before they
may pre-sell their properties under construction. These mandatory conditions include:

° The land premium has been paid in full;

° The land use right certificates, the construction land planning permits, construction works
planning permits and the construction permits have been obtained;

° At least 25% of the total project development investments has been made;

° The progress and the expected completion and delivery date of the construction are certain;
and
° The pre-sale permit has been obtained.
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These mandatory conditions are designed to impose a timing restriction on developers with respect
to the commencement of pre-sales. They are predicated on substantial progress in project construction
and in capital expenditure. To protect the rights and interests of consumers, local governments generally
require developers and property purchasers to use standard sales and purchase contracts prepared under
the auspices of such local governments. Developers are required to file all such contracts with local land
bureaus and real estate administrative authorities within 30 days of entering into such contracts. Local
governments may impose additional conditions from time to time for commencing pre-sale of properties.

In addition to satisfaction of mandatory conditions required by PRC laws and regulations, we
typically impose our own additional requirements before we pre-sell. To demonstrate our superior
product quality to our potential buyers and to shorten the duration between pre-sale and delivery, we
generally commence our pre-sale only after we have completed the landscaping, gardening, and the
construction of the on-site show units and the lobby.

Payment Arrangement

Purchasers of our residential properties, including those purchasing our pre-sale properties, may
pay us through mortgage loans with banks. We typically require our purchasers to pay a non-refundable
deposit upon entering into provisional purchase contracts. If the purchasers later decide not to enter into
formal purchase contracts, they will forfeit such deposits to us. Upon executing the formal purchase
contracts, we offer the purchasers several types of payment plans with various terms. Typically, the
purchasers are required to pay at least 30% of the total purchase price of the property within five days,
and the remaining balance within 20 days. If the purchasers choose to fund their purchases by mortgage
loans provided by banks, it is their own responsibility to apply for and obtain the mortgage approvals.
Upon request, we also assist mortgage applicants by providing the relevant property information to
expedite their application process. The payment terms of our sales and pre-sales are substantially
identical.

Most of our customers purchase our properties through mortgage financing. In accordance with
industry practice in China, we provide guarantees to mortgagee banks in respect of the mortgage loans
provided to the purchasers of our pre-sold properties. These guarantees are released upon the earlier of
(i) the relevant property ownership certificates being delivered to the purchasers; and (ii) the full
repayment of mortgage loans by the purchasers of our properties. In line with industry practice, we do
not conduct independent credit checks on our purchasers but rely on the credit checks conducted by the
mortgagee banks. As of December 31, 2016, 2017 and 2018 and June 30, 2019, our outstanding
guarantees on the mortgage loans of the purchasers of our pre-sold properties were approximately
RMB247.7 billion, RMB339.1 billion, RMB402.4 billion (US$58.6 billion) and RMB406.1 billion
(US$59.2 billion), respectively. You should refer to the section entitled “Risk Factors — Risks Relating
to Our Business — We guarantee mortgage loans of our customers and may become liable to the
mortgagee banks if our customers default on their mortgage loans” for additional risk disclosure.

After-sales Services and Property Management

We have a dedicated customer service department to manage our after-sales services. We have also
set up an ownership certificate department to assist our purchasers in obtaining their property ownership
certificates. We offer various communication channels, such as designated mailboxes and emails, for our
customers to conveniently express their feedback and complaints about our products or services. Our
customer service staff is committed to finding the best solutions to the reported problems. We also
provide free publications to our existing customers to cultivate a sense of belonging and community.

Prior to delivery of properties to customers, we usually engage Jinbi Property Management, our
subsidiary and a nationally accredited property management company, to manage our properties until the
property owners have established a homeowner’s association pursuant to the PRC laws and regulations
to choose their own property management company. We also engage well-known external professional
property management or consultancy companies to manage some of our high-end projects. As of June
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30, 2019, most owners of our developments who had become statutorily entitled to elect their property
management companies continued to engage Jinbi Property Management to manage their properties. The
property management services we provide in relation to our projects include maintenance of common
facilities, cleaning, security, gardening, landscaping and other services.

Competition

We compete with other real estate developers in terms of a number of factors, including product
quality, service quality, price, financial resources, brand recognition, ability to acquire proper land
reserves and other factors. The property market in China is highly competitive. Our existing and
potential competitors include major domestic developers and, to a lesser extent, foreign developers, such
as leading developers from Hong Kong. You should refer to the section entitled “Risk Factors — Risks
Relating to Our Business — Intensified competition might adversely affect our business and our
financial position” for additional disclosure.

Insurance

Property developers are not required under PRC national and local laws and regulations to
maintain insurance coverage in respect of their property development operations. We do not maintain
insurance coverage on our properties developed for sale other than with respect to those developments
over which our lending banks have security interests, or for which we are required to maintain insurance
coverage under the relevant loan agreements. In addition, we do not require the construction companies
we engage to maintain insurance coverage on properties under construction. We generally do not carry
insurance against personal injuries that may occur during the construction of our properties. The
construction companies, however, are responsible for quality and safety control during the course of the
construction and are required to maintain accident insurance for their construction workers pursuant to
PRC laws and regulations. To help ensure construction quality and safety, we have formulated a set of
standards and specifications for the construction workers to comply with during the construction
process. We deploy our own qualified construction supervisor-engineers and also engage qualified
external supervision companies to oversee the construction process. Under PRC laws and regulations,
the owner or manager of a property under construction bears the civil liability for personal injuries
arising out of construction work unless the owner or manager can prove that it is not at fault. We have
taken these and other steps in an effort to prevent construction accidents and personal injuries. We
believe that we should be in a position to demonstrate that we were not at fault as the property owner if
a personal injury claim should be brought against us. In addition, according to our construction
contracts, any liability that may arise from tortious acts committed on work sites should be borne by the
construction companies. To date, we have not experienced any destruction of or material damage to our
property developments nor have any material personal injury-related claims been brought against us.

We believe that our policies with respect to insurance are in line with the industry practice in
China. However, there are risks that we do not have sufficient insurance coverage for losses, damages
and liabilities that may arise in our business operations. You should refer to the section entitled “Risk
Factors — Risks Relating to Our Business — We have limited insurance to cover our potential losses
and claims” for additional risk disclosure.

Environmental and Safety Matters
We believe that our key operations are in material compliance with currently applicable national
and local environmental and safety laws and regulations. You should refer to the section entitled *“Risk

Factors — Risks Relating to Our Business — Potential liability for environmental damages could result
in substantial outflow of our resources” for additional risk disclosure.
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Legal Proceedings

From time to time we are involved in legal proceedings or disputes in the ordinary course of
business, including claims relating to our guarantees for mortgage loans provided to our purchasers,
contract disputes with our purchasers and suppliers and disputes with respect to our co-developed
projects or land acquisition contracts. For example, in January 2016, Winlok Investment Ltd. (B # % &
FARRAT]) filed two lawsuits in The Fourth Intermediate People’s Court of Beijing against four
defendants, including a wholly-owned subsidiary of ours, Marche Limited (B & HEEFAR AT,
which holds the entire equity interest of two of our project companies in Beijing. Two project
companies in Beijing participated in the proceedings of the two cases as the third party. The claims
alleged that two equity transfer agreements entered into between Niceline Company Limited (B2 R
/N F])and Marche Limited were invalid and the investment interests in the aforesaid project companies
remained with Niceline Company Limited. The Fourth Intermediate People’s Court of Beijing issued a
judgment on two cases in February 2018, dismissing all the claims of Winlok Investment Ltd. Winlok
Investment Ltd. appealed to the Beijing High People’s Court regarding the two cases, requesting the
court to vacate the judgment of the Fourth Intermediate People’s Court of Beijing and to support its
claims. In May 2019, the Beijing High People’s Court upheld the judgment of the Fourth Intermediate
People’s Court of Beijing and dismissed the appeal by Winlok Investment Ltd. In December 2019,
Winlok Investment Ltd. further appealed to the Supreme People’s Court. As of the date of this offering
memorandum, the appeal is pending. We are not aware of any material legal proceedings, claims or
disputes currently existing or pending against us except as otherwise disclosed in this offering
memorandum. You should refer to the section entitled “Risk Factors — Risks Relating to Our Business
— We may be involved from time to time in material disputes, legal and other proceedings arising out
of our operations or subject to fines and sanctions in relation to our non-compliance with certain PRC
laws and regulations and may face significant liabilities as a result” for additional risk disclosure.
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REGULATION

The following discussion summarizes the principal laws, regulations, policies and administrative
directives to which we are subject.

The PRC Legal System

The PRC legal system is based on the PRC Constitution and is made up of written laws,
regulations, directives and local laws, laws of Special Administrative Regions and laws resulting from
international treaties entered into by the PRC government. Court verdicts do not constitute binding
precedents. However, they are used for the purposes of judicial reference and guidance.

The National People’s Congress of the PRC, or NPC, and the Standing Committee of the NPC are
empowered by the PRC Constitution to exercise the legislative power of the State. The NPC has the
power to amend the PRC Constitution and enact and amend basic laws governing State agencies and
civil and criminal matters. The Standing Committee of the NPC is empowered to enact and amend all
laws except for the laws that are required to be enacted and amended by the NPC.

The State Council is the highest organ of the State administration and has the power to enact
administrative rules and regulations. The ministries and commissions under the State Council are also
vested with the power to issue orders, directives and regulations within the jurisdiction of their
respective departments. All administrative rules, regulations, directives and orders promulgated by the
State Council and its ministries and commissions must be consistent with the PRC Constitution and the
national laws enacted by the NPC. In the event that a conflict arises, the Standing Committee of the
NPC has the power to annul administrative rules, regulations, directives and orders.

At the regional level, the provincial and municipal congresses and their respective standing
committees may enact local rules and regulations and the people’s governments may promulgate
administrative rules and directives applicable to their own administrative areas. These local laws and
regulations must be consistent with the PRC Constitution, the national laws and the administrative rules
and regulations promulgated by the State Council.

The State Council, provincial and municipal governments may also enact or issue rules, regulations
or directives in new areas of the law for experimental purposes. After gaining sufficient experience with
experimental measures, the State Council may submit legislative proposals to be considered by the NPC
or the Standing Committee of the NPC for enactment at the national level.

The PRC Constitution vests the power to interpret laws in the Standing Committee of the NPC.
According to the Decision of the Standing Committee of the NPC Regarding the Strengthening of
Interpretation of Laws passed in June 1981, the Supreme People’s Court, in addition to its power to give
general interpretation on the application of laws in judicial proceedings, also has the power to interpret
specific cases. The State Council and its ministries and commissions are also vested with the power to
interpret rules and regulations that they have promulgated. At the regional level, the power to interpret
regional laws is vested in the regional legislative and administrative bodies which promulgate such laws.

The PRC Judicial System

Under the PRC Constitution and the Law of Organization of the People’s Courts, the judicial
system is made up of the Supreme People’s Court, the local courts, military courts and other special
courts. The local courts are comprised of the basic courts, the intermediate courts and the higher courts.
The basic courts are organized into civil, criminal, economic and administrative divisions. The
intermediate courts are organized into divisions similar to those of the basic courts, and are further
organized into other special divisions, such as the intellectual property division. The higher level court
supervise the basic and intermediate courts. The people’s procuratorates also have the right to exercise
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legal supervision over the civil proceedings of courts of the same level and lower levels. The Supreme
People’s Court is the highest judicial body in China. It supervises the administration of justice by all
other courts.

The courts employ a two-tier appellate system. A party may appeal against a judgment or order of
a local court to the court at the next higher level. Second judgments or orders given at the same level
and at the next higher level are final. First judgments or orders of the Supreme People’s Court are also
final. If, however, the Supreme People’s Court or a court at a higher level finds an error in a judgment
which has been given in any court at a lower level, or the presiding judge of a court finds an error in a
judgment which has been given in the court over which he presides, the case my then be retried
according to the judicial supervision procedures.

The Civil Procedure Law of the PRC adopted in April 1991 and revised in August 2012 sets forth
the criteria for instituting a civil action, the jurisdiction of the courts, the procedures to be followed for
conducting a civil action and the procedures for enforcement of a civil judgment or order. All parties to
a civil action conducted within the PRC must comply with the Civil Procedure Law. Generally, a civil
case is initially heard by a local court of the municipality or province in which the defendant resides.
The parties to a contract may, by express agreement, select a jurisdiction where civil actions may be
brought, provided that the jurisdiction is either the plaintiff’s or the defendant’s place of residence, the
place of execution or implementation of the contract or the object of the action. However, such selection
can not violate the stipulations of grade jurisdiction and exclusive jurisdiction in any case.

A foreign individual or enterprise generally has the same litigation rights and obligations as a
citizen or legal person of the PRC. If a foreign country’s judicial system limits the litigation rights of
PRC citizens and enterprises, the PRC courts may apply the same limitations to the citizens and
enterprises of that foreign country within the PRC. If any party to a civil action refuses to comply with a
judgment or order made by a court or an award granted by an arbitration panel in the PRC, the
aggrieved party may apply to the court to request for enforcement of the judgment, order or award.
There are time limits imposed on the right to apply for such enforcement. If at least one of the parties to
the dispute is an individual, the time limit is one year. If both parties to the dispute are legal persons or
other institutions, the time limit is six months. If a person fails to satisfy a judgment made by the court
within the stipulated time, the court will, upon application by either party, mandatorily enforce the
judgment.

A party seeking to enforce a judgment or order of a court against a party who is not located within
the PRC and does not own any property in the PRC may apply to a foreign court with proper
jurisdiction for recognition and enforcement of the judgment or order. A foreign judgment or ruling may
also be recognized and enforced by the court according to the PRC enforcement procedures if the PRC
has entered into, or acceded to, an international treaty with the relevant foreign country, which provides
for such recognition and enforcement, or if the judgment or ruling satisfies the court’s examination
according to the principal of reciprocity, unless the court finds that the recognition or enforcement of
such judgment or ruling will result in a violation of the basic legal principles of the PRC, its sovereignty
or security, or for reasons of social and public interests.

The PRC Regulatory Regime

We operate our business substantially in China under a legal regime consisting of the Standing
Committee of the National People’s Congress, the State Council and several ministries and agencies
under its authority including, among others, the Ministry of Land and Resources, the MOHURD, and the
Ministry of Environmental Protection. According to the Institutional Reform Program of the State
Council (BI%BEHME R ¥ 77 %) promulgated by the PRC National People’s Congress on March 17,
2018, the Ministry of Land and Resources has been incorporated into the newly organized Ministry of
Natural Resources and the MOHURD’s functions with respect to urban and rural planning has been
transferred to the Ministry of Natural Resources. Besides, the Ministry of Environmental Protection has
been incorporated into the newly organized the Ministry of Ecology and the Environment. Both the
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Ministry of Land and Resources and the Ministry of Environmental Protection will no longer be retained
following the structure reform of administrative organs led by the State Council. Pursuant to the
Program for Deepening the Reform of the Party and the State Institutions (I fb % F [ ¢ B 2l 07 2)
promulgated by the Central Committee of the PRC Communist Party on March 21, 2018, the reform of
the central and state institutions is expected to be completed before the end of the fiscal year of 2018.

Establishment of a Real Estate Development Enterprise

According to the PRC Law on Administration of Urban Real Estate {375 Hb 8 #Hk)
promulgated by the National People’s Congress, effective in January 1995, as amended, a real estate
developer is defined as an enterprise that engages in the development and operation of real estate for the
purpose of making profits. Under the Regulations on Administration of Development of Urban Real
Estate 3777 Hi 8 B 45 4845 45 2% B]) promulgated by the State Council in July 1998, amended in
2011, 2018 and 2019, an enterprise that is to engage in development of real estate must satisfy the
following requirements:

) its registered capital must be RMB1 million or more; and

° it must have four or more full-time professional real estate/construction technicians and two
or more full-time accounting officers, each of whom must hold the relevant qualification
certificate.

The local government of a province, autonomous region or municipality directly under the PRC
central government may, based on local circumstances, impose more stringent requirements on the
registered capital and the professional personnel of a real estate developer.

To establish a real estate development enterprise whose business is not falling within the category
of prohibited industries for foreign investment, the developer must file the record with the competent
administration for industry and commerce. The developer must also report its establishment to the real
estate development authority in the location of its registration, within 30 days of the receipt of its
business license. Where a foreign-invested enterprise is to be established to engage in the development
and operation of real estate, it must also comply with the relevant requirements under the PRC laws and
administrative regulations regarding foreign-invested enterprises and apply for approvals relating to
foreign investments in China.

Pursuant to the Special Administrative Measures on Access of Foreign Investment (Negative List)
(2019 Edition) <HI 43 & HEA e Al 45 BEAS Bt (2 T 7 BE)(20194FiR) ), which was promulgated by the
NDRC and the MOFCOM on June 30, 2019 and became effective from July 30, 2019, foreign
investment in the real estate industry and the construction and operation of villas are not within the
scope of special administrative measure but which shall be subject to the same restricted measures as
such investments by domestic investors.

Pursuant to the Notice on Adjusting the Percentage of Capital Fund for Investment Projects in
Fixed Assets (B FHREME & EREHE EARE A issued by the State Council in May
2009, the minimum portion of the capital funding for ordinary commodity housing projects and
affordable housing projects has been reduced to 20%, while that for other real estate projects has been
decreased to 30%. Furthermore, pursuant to the Notice on Adjusting and Perfecting the System of
Capital Fund for Investment Projects in Fixed Assets <P #% AN 50 3% [ 2 G G TH B G A 4l B
4 H1) issued by the State Council on September 9, 2015, the minimum portion of the capital funding
for ordinary commodity housing projects and affordable housing projects remains unchanged at 20%,
while it has been adjusted from 30% to 25% for other real estate projects.

In July 2006, MOHURD, MOFCOM, NDRC, PBOC, SAIC and SAFE jointly issued an Opinion on

Standardizing the Admittance and Administration of Foreign Capital in the Real Estate Market (B
75 EE T AN E WE AR BE A & L), which provides, among other things, that an overseas entity or
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individual investing in real estate in China other than for self-use must apply for the establishment of a
FIREE in accordance with applicable PRC laws and may only conduct operations within the authorized
business scope. The joint opinion attempts to impose additional restrictions on the establishment and
operation of FIREE by regulating the amount of registered capital as a percentage of total investment in
certain circumstances, limiting the validity of approval certificates and business licenses to one year,
restricting the ability to transfer equity interests of a FIREE or its projects and prohibiting the borrowing
of money from domestic and foreign lenders where its registered capital is not paid up or the land use
rights are not obtained. In addition, the joint opinion also limits the ability of foreign individuals to
purchase commodity residential properties in China.

On August 19, 2015, MOHURD, MOFCOM, NDRC, PBOC, SAIC and SAFE jointly issued an
Opinion on Adjusting Policies on the Admittance and Administration of Foreign Capital in the Real
Estate Market <[5 % 5 b 2 17 855 40 & v AR B 4G BE IBOSR (%8 1) which provides, among others,
that (i) the ratio of registered capital to total investment of foreign invested real estate enterprises shall
be subject to the Tentative Regulations on the Proportion of the Registered Capital to the Total Amount
of Investment of Sino-foreign Equity Joint Ventures B4 H4h 5 & 88 A 3513 & A< BL 4 & A48 L 41
M FTRLZE) 5 (ii) the requirement that a foreign invested real estate company must fully pay its
registered capital before handling the procedures for domestic loans, foreign loans, and settlement of
foreign exchange loans shall be canceled; (iii) the branches and representative offices of foreign
institutions established in China (except the enterprises that are approved to operate real estate
businesses) and the foreign individuals who work or study in China may purchase commodity houses for
the purposes of self-use or living.

In May 2007, MOFCOM and SAFE issued the Circular on Strengthening and Regulating the
Examination and Approval and Supervision of Foreign Direct Investment in the Real Estate Sector
CRAA E— 2 mes ~ AN BT E B s E R B @A), or Circular 50. Under Circular 50,
prior to applying for establishment of real estate companies, foreign investors must first obtain land use
rights and building ownership, or must have entered into pre-sale or pre-grant agreements with respect
to the land use rights or building ownership. If foreign-invested enterprises in China engage in real
estate development or operations or if FIREEs in China engage in new real estate project developments,
they must first apply to the relevant PRC governmental authorities to expand their scope of business or
scale of operations in accordance with the PRC laws and regulations related to foreign investments. In
addition, the local PRC governmental authorities must file with MOFCOM for record their approvals of
establishment of FIREEs, and must exercise due control over foreign investments in high-end properties.
Foreign exchange authorities may not allow capital-account foreign exchange sales and settlements by
FIREEs that have been established in contravention of these requirements.

In November 2010, MOFCOM promulgated the Notice on Strengthening Administration of the
Approval and Registration of Foreign Investment into Real Estate Industry < B in & 40 pd 13 & 55 Ho 7
HEFHAME R TR M A), which provides that, among other things, in the case that a real estate
enterprise is established within the PRC with oversea capital, it is prohibited from purchasing and/or
selling real estate properties completed or under construction within the PRC for arbitrage purposes. The
local MOFCOM authorities are not permitted to approve foreign-invested investment companies to
engage in the real estate development and management.

According to the Several Opinions of the State Council on Further Strengthening the Utilization of
Foreign Investment <[5 B B i HE— 5 i A AME TAER#E T2 ), promulgated by the State
Council in April 2010, except where approval by the relevant departments under the State Council is
required by the Investment Project Catalog, foreign investment in encouraged and permitted industries
with a total investment of less than US$300 million will be examined and approved by NDRC’s
branches at the provincial level.

In December 2019, MOFCOM and SAMR issued Measures for Reporting of Information on

Foreign Investment (AP &5 B #F%), which provides that the establishment of the foreign
invested enterprises and its subsequent changes are required to submit an initial or change report
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through the Enterprise Registration System. The scope of special administrative measure shall be
governed by the Special Administrative Measures on Access of Foreign Investment (Negative List)
(2019 Edition) (FI 4% & HEA Fr il 45 B it (2 T8 75 BE)(20194F k), which was promulgated by the
NDRC and the on June 30, 2019 and became effective from July 30, 2019.

On March 15, 2019, the Foreign Investment Law 3 A RILANE SN &%) was adopted at
the Second Session of the Thirteenth National People’s Congress of the PRC and came into force as of
January 1, 2020. The Foreign Investment Law has replaced the Law on Sino-Foreign Equity Joint
Ventures, the Law on Wholly Foreign-owned Enterprises and the Law on Sino-Foreign Cooperative
Joint Ventures to become the legal foundation for foreign investment in the PRC. The Foreign
Investment Law stipulates certain forms of foreign investment and regulates foreign investment through
a system of pre-entry national treatment and a “negative list”. The “negative list”, which will be issued
by or upon approval by the State Council, refers to special administrative measures for access of foreign
investment in specific fields in China. A foreign investor shall not invest in any field prohibited from
foreign investment under the ‘“negative list” and shall meet the investment conditions stipulated under
the “negative list” for any restricted fields under the “negative list”. For fields not mentioned in the
“negative list”, domestic and foreign investments shall be treated equally. To implement the Foreign
Investment Law, the state council promulgated the Implementing Regulations of the Foreign Investment
Law (P #E AN RICFIE SN & EIE B M 1]) in December 2019. The government and relevant
departments shall treat domestic and foreign investments equally in terms of government funding, land
allocation, tax deductions and exemptions, qualification, standard setting, project declarations, human
resources policies.

Qualifications of a Real Estate Developer

Under the Provisions on Administration of Qualifications of Real Estate Developers (/5 Hi 7 5 %%
G EMHIE) as amended in May 2015 and December 2018, or the Provisions on Administration
of Qualifications, promulgated by MOHURD in March 2000, a real estate developer must apply for
registration of its qualifications according to such Provisions on Administration of Qualifications. An
enterprise may not engage in property development without a qualification classification certificate for
real estate development. MOHURD oversees the qualifications of real estate developers with national
operations, and local real estate development authorities at or above the county level oversee the
qualifications of local real estate developers.

In accordance with the Provisions on Administration of Qualifications, real estate developers are
classified into four classes.

° Class 1 qualifications are subject to preliminary examination by the construction authorities
at the provincial level and final approval of MOHURD. A class 1 real estate developer is not
restricted as to the scale of its real estate projects and may undertake a real estate
development anywhere in the country.

° Class 2 or lower qualifications are regulated by the construction authorities at the provincial
level subject to delegation to lower level government agencies. A real estate developer of
class 2 or lower may undertake a project with a gross floor area of less than 250,000 sq.m.
subject to confirmation by the construction authorities at the provincial level.

Under the relevant PRC laws and regulations, the real estate development authorities will examine
applications for registration of qualifications submitted by real estate developers by considering the
professional personnel in their employ, financial condition and operating results. A real estate developer
that passes the qualification examination will be issued a qualification certificate of the relevant class by
the qualification examination authority. A developer of any qualification classification may only engage
in the development and sale of real estate within its approved scope of business and may not engage in
business which is limited to another classification.
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For a newly established real estate developer, the real estate development authority will issue a
provisional qualification certificate, if it is an eligible developer, within 30 days of receipt by the
authority of the applications. The provisional qualification certificate will be effective for one year from
its date of issue and may be extended for not more than two additional years with the approval of the
real estate development authority. The real estate developer must apply for qualification classification to
the real estate development authority within one month before expiration of the provisional qualification
certificate.

Development of a Real Estate Project

Pursuant to the Special Administrative Measures on Access of Foreign Investment (Negative List)
(2019 Edition) <AME#EWEARFRITE (A THEH) (20194FfK) ), which was promulgated by the
NDRC and the MOFCOM on June 30, 2019 and became effective from July 30, 2019, foreign
investment in the real estate industry and the construction and operation of villas are not within the
scope of special administrative measure but which shall be subject to the same restricted measures as
such investments by domestic investors.

Under the Interim Regulations of the People’s Republic of China on Grant and Assignment of the
Use Right of State-owned Urban Land (3SHE A -+ b8 I R AR R 176 6])  promulgated by
the State Council in May 1990, China adopted a system to grant and assign the right to use state-owned
land. A land user must pay a land premium to the state as consideration for the grant of the right to use
a land site within a specified period of time, and the land user may assign, lease out, mortgage or
otherwise commercially exploit the land use rights within the term of use. Under the relevant PRC laws
and regulations, the land administration authority at the city or county level may enter into a land grant
contract with the land user to provide for the grant of land use rights. The land user must pay the land
premium as provided by the land use rights grant contract. After payment in full of the land premium,
the land user may register with the land administration authority and obtain a land use rights certificate
which evidences the acquisition of land use rights. The relevant PRC laws and regulations provide that
land use rights for a site intended for real estate development must be obtained through grant except for
land use rights which may be obtained through premium- free allocation by the PRC government
pursuant to the PRC laws or the stipulations of the State Council. Government-allocated land is not
allowed to be transferred unless the transfer is approved by the relevant PRC government authorities and
the land premium, as determined by the relevant PRC government authorities, has been paid.

When carrying out the feasibility study for a construction project, the construction or the developer
entity must make a preliminary application for construction on the relevant site to the relevant land
administration authority in accordance with the Measures for Administration of Examination and
Approval for Construction Sites Fa% F 75 & #ALE FLHEL)  promulgated by the Ministry of Land
and Resources in March 1999, as amended in November 2010 and November 2016, and the Measures
for Administration of Preliminary Examination of Construction Project Sites E#IH H FH Hh 78 25 & #2
#Ei%) promulgated by the Ministry of Land and Resources in July 2001, as amended in October 2004,
November 2008 and November 2016. After receiving the preliminary application, the land
administration authority will carry out preliminary examinations of various aspects of the construction
project in compliance with the overall zoning plans and land supply policy of the government, and will
issue a preliminary approval in respect of the project site if its examination proves satisfactory. The land
administration authority at the relevant city or county will sign a land use rights grant contract with the
land user and issue an approval for the construction site to the construction entity or the developer.

Under the Measures for Control and Administration of Grant and Assignment of Right to Use
Urban State-owned Land <37 B A = b feff FHRE ) S K ) 4 P 125 ) promulgated by MOHURD in
December 1992, the grantee under a land grant contract, i.e. a real estate developer, must further apply
for a permit for construction site planning from the relevant municipal planning authority. After
obtaining such permit, a real estate developer will organize the necessary planning and design work.
Planning and design proposals in respect of a real estate development project are again subject to
relevant reporting and approval procedures required under the Law of the People’s Republic of China on
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Urban and Rural Planning {13 A RILFNE AR #7E) promulgated by the National People’s
Congress in October 2007, as amended in April 2015 and April 2019, and local statutes on municipal
planning. Upon approval by the authorities, a permit for construction works planning will be issued by
the relevant municipal planning authority.

In accordance with the Regulations for the Expropriation and Compensation for Housing on State-
owned Land (B tih b5 EHU BB %) promulgated by the State Council and implemented
in January 2011, with regard to the expropriation of the housing of entities and individuals on State-
owned land for purposes of public interest, the owners of the housing being expropriated shall be
offered a fair compensation.

Compensation offered by governments at municipal and county levels that make housing
expropriation decisions regarding parties with housing being expropriated include: (i) compensation for
the value of the housing being expropriated; (ii) compensation for relocation and temporary settlement
caused by the housing being expropriated; and (iii) compensation for the loss arising from the
suspension of production and operation caused by expropriation of housing.

The parties whose housing is being expropriated may choose monetary compensation, or may
choose to exchange the property rights for another housing. If the parties whose housing is being
expropriated choose to exchange the property rights for another housing, governments at municipal and
county levels must provide housing used for the exchange of property rights, and calculate and settle the
difference between the value of housing being expropriated and the value of the housing used for the
exchange of property rights. If residential housing of an individual is expropriated due to renovation of
an old urban district and the individual chooses to exchange for the property rights of another housing
in the area being renovated, governments at municipal and county levels that make housing
expropriation decisions must provide the housing in the area being renovated or the nearby area. The
amount of compensation for the value of housing being expropriated may not be less than the market
price of the real estate similar to it on the announcement date of the housing expropriation decision. The
value of housing being expropriated must be appraised and determined by a real estate price appraisal
institution with corresponding qualifications. A party that objects to the appraised value of the housing
being expropriated may apply to the real estate price appraisal institution for review of the appraisal.

On June 3, 2011 the MOHURD promulgated Measures for Real Estate Appraisal in Expropriation
of Houses on State-owned Land (A +ih b5 ZEBUUGEAHF%)  which provides that in appraising
the value of the expropriated house, the location, purpose of use, building structure, present condition,
GFA and the land area occupied, land use right, and other factors affecting the value of the expropriated
house shall be taken into consideration.

When the site has been properly prepared and is ready for the commencement of construction
works, the developer must apply for a permit for commencement of works from the construction
authorities at or above the county level according to the Measures for Administration of Granting
Permission for Commencement of Construction Works #5E TR T 77 n] & #EH¥%) promulgated by
MOHURD in June 2014 and amended in September 2018. According to the Notice Regarding
Strengthening and Regulating the Administration of Newly-commenced Projects < [H755 [ 2¥ /- & BE i i
s AN BT B L IE H A 4 A1) issued by the General Office of the State Council on November 17,
2007, before commencement of construction, all kinds of projects shall fulfill certain conditions,
including, among other things, compliance with national industrial policy, development plan, land
supply policy and market access standard, completion of all approval and filing procedures, compliance
with zoning plan in terms of site and planning, completion of proper land use procedures and obtaining
proper environmental valuation approvals and construction permit or report.

The development of a real estate project must comply with various laws and legal requirements on
construction quality, safety standards and technical guidance on architecture, design and construction
work, as well as provisions of the relevant contracts. On January 30, 2000, the State Council promulgated
and implemented the Regulation on the Quality Management of Construction Projects (f:#% T¢H &
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FRH), as amended, which sets the respective quality responsibilities and liabilities for developers,
construction companies, reconnaissance companies, design companies and construction supervision
companies. In August 2008, the State Council issued the Regulations on Energy Efficiency for Civil
Buildings < [ SEHiBEM 1), which reduces the energy consumption of civil buildings and improves
the efficiency of the energy utilization. According to this regulation, the design and construction of new
buildings must meet the mandatory criteria on energy efficiency for buildings, and failure to meet such
criteria will result in no neither commencement of construction or acceptance upon completion. Among
other things, this regulation sets forth additional requirements for property developers in the sale of
commodity buildings in this respect. After completion of construction works for a project, the real estate
developer must organize an acceptance examination by relevant government authorities and experts
according to the Provision on Inspection Upon completion of Housing Construction and Municipal
Infrastructure Projects <J7 J& @ 5L FI 17 BOE A R it TAE % THR OB E ) promulgated by MOHURD in
December 2013, and file with the construction authority at or above the county level where the project is
located within 15 days after the construction is qualified for the acceptance examination according to the
Interim Measures for Reporting Details Regarding Acceptance Examination Upon Completion of Buildings
and Municipal Infrastructure <75 /& f5E TFEFA 7 BUEL B sk it TR 02 T B lsof 2248 B 17 )
promulgated by MOHURD in April 2000, as amended in October 2009. The developer must also report
details of the acceptance examination according to the Interim Measures for Reporting Details Regarding
Acceptance Examination upon Completion of Buildings and Municipal Infrastructure {5 /& &5 TRAIT
L kit TR v TR 224 #E AT #H%) promulgated by MOHURD in April 2000, as amended in
October 2009. A real estate development project may not be delivered until and unless it has satisfactorily
passed the necessary acceptance examination. Where a property project is developed in phases, an
acceptance examination may be carried out for each phase upon completion.

In China, there are two registers of property interests. Land registration is effected by the issue of
land use right certificates by the relevant authorities to the land users. Land use rights may be assigned,
mortgaged or leased. The building registration is effected by the issue of property ownership certificates
to the property owners. Property or building ownership rights are only related to the building or
improvements erected on the land. Under the PRC laws and regulations, all land use rights and property
ownership rights that are duly registered are protected by law. Most cities in China maintain separate
registries for the registration. However, Shenzhen, Shanghai, Guangzhou and some other major cities
have a consolidated registry for both land use rights and the property ownership interests for the
building erected on the relevant land.

Land for Property Development

In April 1988, the National People’s Congress amended the PRC Constitution to permit the transfer
of land use rights in accordance with the laws and regulations. In December 1988, the National People’s
Congress amended the Land Administration Law T HE7L), as amended, to permit the transfer of
land use rights in accordance with the laws and regulations.

Under the Regulations on the Grant of State-owned Land Use Rights Through Public Tender,
Auction and Listing-for-Sale (HAREHIE #ME 1 FE B A L b FARERLE ) promulgated by the Ministry
of Land and Resources in May 2002, and amended in September 2007 by the Provisions on Transfer of
the State-owned Construction Land Use Rights through Tendering, Auction and Listing <7540 & $#H 8
HRR A R ERLE ), land for commercial use, tourism, entertainment and commodity
housing development must be granted by public tender, auction or listing-for-sale. Under these
regulations, the relevant land administration authority at city or county level, or the grantor, is
responsible for preparing the public tender or auction documents and must make an announcement 20
days prior to the day of public tender or auction with respect to the particulars of the land parcel and the
time and venue of the public tender or auction. The grantor must also verify the qualification of the
bidding and auction applicants, accept an open public auction to determine the winning tender or hold
an auction to ascertain a winning bidder. The grantor and the winning tender or bidder will then enter
into a confirmation followed by the execution of a contract for assignment of state-owned land use
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rights. Over the years, the Ministry of Land and Resources has promulgated further rules and regulations
to define the various circumstances under which the state- owned land use rights may be granted by
means of public tender, auction and listing-for-sale or by agreement.

Under the Regulation on Grant of State-owned Land Use Rights by Agreements (o i A
Hofsfi FHHERLE ) promulgated by the Ministry of Land and Resources on June 11, 2003, except for the
project that must be granted through tender, auction and listing as required by the relevant laws and
regulations, land use right may be granted through transfer by agreement and the land premium for the
transfer by agreement of the state-owned land use right shall not be lower than the benchmark land
price.

The Urgent Notice on Further Governing and Rectifying Land Market and Strengthening
Administration of Land CBHA G BHJE #0735 6 BB WH e % T b/ B B 208 FN)  issued by the
General Office of the State Council on April 29, 2004 restated the principle of strict administration of
the approval process for the construction land and protection of the basic farmlands.

The Notice on Issues Relating to Strengthening the Land Control <[ i Ji o 1 b o 22 45 BH 4] RE 1Y
A1) promulgated by the State Council on August 31, 2006 sets forth the administration of the receipt
and disbursement of the land premium, modifies the tax policies relating to the construction land, and
builds up the system of publicity for the standards of the lowest price with respect to the granted state-
owned land use right.

In March 2007, the National People’s Congress adopted the PRC Property Rights Law (H1# A [%
LB P HETL ), which became effective on October 1, 2007. According to the Property Rights Law,
when the term of the right to use construction land for residential (but not other) purposes expires, it
will be renewed automatically. Unless it is otherwise prescribed by any law, the owner of construction
land use rights has the right to transfer, exchange, and use such land use rights as equity contributions
or collateral for financing. If the state takes the premises owned by entities or individuals, it must
compensate the property owners in accordance with law and protect the lawful rights and interests of the
property owners.

In September 2007, the Ministry of Land and Resources further promulgated the Regulations on
the Grant of State-owned Construction Land Use Rights Through Public Tender, Auction and Listing-
for-sale CHHHRAT E 4E it i 588 0 A 42 o Y b 6 I RERL € ) to require that land for industrial use, except
land for mining, must also be granted by public tender, auction and listing-for-sale. Only after the
grantee has paid the land premium in full under the land grant contract, can the grantee apply for the
land registration and obtain the land use right certificates. Furthermore, land use rights certificates may
not be issued in proportion to the land premium paid under the land grant contract.

In October 2007, the Standing Committee of National People’s Congress promulgated the PRC
City and Countryside Planning Law '3 A RILFIEIRALHIEN L), as amended in 2015 and 2019,
pursuant to which, a construction planning permit must be obtained from the relevant urban and rural
planning government authorities for building any structure, fixture, road, pipeline or other engineering
project within an urban or rural planning area.

In November 2007, the Ministry of Land and Resources, the MOF and PBOC jointly promulgated
the Administration Measures on Land Reserve {1 Hufi#iffi%s ¥ ##7%5), which is amended in January,
2018, pursuant to which, local authorities should in accordance with the national economic and social
development planning, national land planning, overall land use planning as well as urban and rural
planning, prepare a three-year rolling plan for land reserve, rationally determine the size of the land
reserve for the next three years, and make overall arrangements for the total amount, structure, layout,
timing and other aspects of the land resources that can be collected and stored within three years, and
give priority to reserve stock of construction land that is idle or used inefficiently.

146



In November 2009, the MOF, the Ministry of Land and Resources, PBOC, the PRC Ministry of
Supervision and the PRC National Audit Office jointly promulgated the Notice on Further Enhancing the
Revenue and Expenditure Control over Land Grant [ #E— 25 i + bt 5l SO A1) . The
notice raises the minimum down-payment for land premiums to 50% and requires the land premium to
be fully paid within one year after the signing of a land grant contract, subject to limited exceptions.

In March 2010, the Ministry of Land and Resources promulgated the Notice on Issues Regarding
Strengthening Control and Monitor of Real Estate Land Supply B N8 55 b Es A b A 8 A B 4 6
FIERY#EHA). According to the notice, at least 70% of total land supply must be provisioned for
affordable housing, redevelopment of shanty towns and small/medium residential units for self-use and
the land supply for large residential units will be strictly controlled, while land supply for villa projects
will be banned. The notice also requires that the lowest land grant price must be at least 70% of the
basic land price in which the granted land is located and the real estate developers’ bid deposit should
be at least 20% of the lowest land grant price. The land grant contract must be executed within 10
working days after the land transaction is confirmed. The minimum down payment of the land premium
will be 50% and must be paid within one month after the execution of the land grant contract. The
remainder of the land grant payment must be paid in accordance with the agreement within one year. If
the land grant contract is not executed in accordance with the requirement above, the land cannot be
handed over and the deposit will not be returned. If no land grant premium is paid after the execution of
the land grant contract, the land must be withdrawn.

In September 2010, the Ministry of Land and Resources and MOHURD jointly promulgated the
Notice on Further Strengthening Control and Regulation of Land and Construction of Property
Development <P A HE— 25 i i f5 4 s s A g s PR #E A% M), which  stipulated, among other
things, that: (i) at least 70% of land designated for construction of urban housing must be used for
affordable housing, housing for resettlement of shanty towns and small to medium-sized ordinary
commercial housing; in areas with high housing prices, the supply of land designated for small to
medium-sized, price-capped housing must be increased, (ii) developers and their controlling shareholders
are prohibited from participating in land biddings before the rectification of certain misconduct,
including (1) illegal transfer of land use rights; (2) failure to commence required construction within one
year from the delivery of land under land grant contracts due to such developers’ own reasons; (3) non-
compliance with the land development requirements specified in land grant contracts; and (4) crimes
such as swindling land by forging official documents and illegal land speculation; (iii) developers are
required to commence construction within one year from the date of delivery of land under the relevant
land grant contract and complete construction within three years of commencement; (iv) development
and construction of projects of low-density and large-sized housing must be strictly limited and the plot
ratio of the planned GFA to the total site area of residential projects must be more than 1:1; and (v) the
grant of two or more bundled parcels of lands and undeveloped land is prohibited.

In December 2010, the Ministry of Land and Resources promulgated the Notice on Strict
Implementation of Policies Regarding Regulation and Control of Real Property Land and Promotion of
the Healthy Development of Land Markets <[ i i i v B 55 Hh 2 FH b 38 52 B3R (i o 1 b 7 355 i e o
A BH B 48 %0 ), which provides, among other things, that: (i) cities and counties that have less than
70% of their land supply designated for affordable housing, housing for redevelopment of shanty towns
or small/medium residential units must not provide land for large-sized and high-end housing before the
end of this year; (ii) land and resource authorities in local cities and counties will report to Ministry of
Land and Resources and provincial land and resource authorities, respectively regarding land with a
premium rate of more than 50%; and (iii) land designated for affordable housing which is used for
property development against relevant policies or involves illegal income will be confiscated and the
relevant land use rights will be withdrawn. Moreover, changing the plot ratio without approval is strictly
prohibited.

147



On January 26, 2011, the General Office of the State Council issued the Notice on Relevant Issues
of Further Improvement of the Control in Real Estate Market 3 — 25 (i 5 b 2 17 55 R #2 TAE 4 BE 1)
RN ) . This notice, among others, provides that:

@)

(i1)

individuals selling houses within five years of purchase will be charged business taxes on the
full amount of the sale price of such houses, whether ordinary or non-ordinary;

the minimum down payment for second house purchases is raised from 50% to 60%;

(iii) the PRC government will forfeit the land use rights and impose an idle land fee of up to 20%

(iv)

of the land premium if a developer fails to obtain a construction permit and commence
development for more than two years from the commencement date stipulated in the land
grant contract; and

municipalities directly under the Central Government, municipalities with independent
planning status, provincial capitals and cities with high housing prices shall limit the number
of homes that local residents can buy in a specified period. In principle, local resident
families that own one house and non-local resident families who can provide local tax
clearance certificates or local social insurance payment certificates for a required period are
permitted to purchase only one additional house (including newly-built houses and second-
hand houses). Sales of properties to (a) local resident families who own two or more houses,
(b) non-local resident families who own one or more houses, and (c) non-local resident
families who cannot provide local tax clearance certificates or local social insurance payment
certificates for a required period, shall be suspended in local administrative regions. In order
to implement the Notice on Relevant Issues of Further Improvement of the Control in Real
Estate Market, many cities have promulgated new measures to restrict the number of houses
one family is allowed to purchase.

On May 13, 2011 the Ministry of Land and Resources promulgated Opinions Regarding Upholding
and Improvement of the Systems for the Granting of Land through Tender, Auction and Listing-for-sale
CRATA BRREFN 56 35 T AR AR 40 5 0 A L 5 1 B2 19 2 54D, which improve policies of tender, auction and
listing in the following aspects:

(1)

2)

3)

Restricting the housing prices or land prices, and granting the land to be used for policy-
based housing through listing or auction;

Prescribing limits on the construction floor area for affordable housing built in conjunction
and granting the land to be used for commodity housing through listing or auction; and

Conducting comprehensive assessment of the conditions for development and utilization of
land and the price for granting of land and determining the person with land use right
through tender.

In February 2012, the Ministry of Land and Resources promulgated the Notice on Implementation
Measures on Urban Housing Land Management and Regulation in 2012 B A S4720124F F5 bz i
RN SR 4 E B TAE R AN ), pursuant to which, the target total supply of urban housing land shall not
be lower than the annual average supply for the preceding five years.

In May 2012, the Ministry of Land and Resources issued the Catalog for Restricted Land Use
Projects (2012 Version) <FR#il FIHLIE H H $£(20124F-74)) and the Catalog for Prohibited Land Use
Projects (2012 Version) <Z% [k I #IH H H $% (20124 7)) . In these Catalogs, the Ministry of Land and
Resources set forth a ceiling for the land granted by local governments for development of commodity
housing as follows: seven hectares for small cities and towns, 14 hectares for medium-sized cities and
20 hectares for large cities.
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Pursuant to the Measures on Disposal of Idle Land <[H & t#upE & #fiL) promulgated in April
1994 and amended in June 2012, “idle land” refers to any state-owned land for construction use, of
which the holder of the land use right fails to start the construction and development thereof within one
year after the commencement date of the construction and development work as agreed upon and
prescribed in the contract for fee-based use of state-owned land for construction use, or the decision on
allocation of state-owned land for construction use. Any state-owned land for construction use, of which
the construction and development has been started but the area of land that is under construction and
development is less than one third of the total area of land that should have been under construction and
development, or the invested amount is less than 25% of the total investment, or the construction and
development of which has been suspended for more than one year, may also be regarded as idle land.

Idle land shall be disposed of in the following ways:

(1)  Where the land has remained idle for more than one year, the competent department of land
and resources shall collect the charges for idle land at the rate of 20% of the land assignment
or allocation fee; the said charges for idle land shall not be included in the production cost
by the holder of the land use right; and

(2) Where the land has remained idle for more than two years, the right to use state-owned land
for construction will be withdrawn without compensation.

However, where the land is idle due to several specified acts of any government or government
department, the land administrative authority may, through consultation with the holder of the land use
right, choose to extend the time limit for the commencement of land construction and development,
withdraw use right to land by providing compensation, or provide another plot of land for exchange,
among other options.

On May 22, 2014, the Ministry of Land and Resources promulgated Provisions on the Economical
and Intensive Use of Land (Hi&8E 4 F|H Lk E) (effective from September 1, 2014 and amended
on July 24, 2019), which provides that land and resources authorities shall effectively control the scale
of added construction lands in the metropolis; the supply of various lands under compensable use shall
be not less than the lowest price standards; it is prohibited to reduce or relieve the land grant price in a
disguised form by way of exchanging projects with land, returning fees after collecting them or granting
subsidies or awards.

On September 12, 2014, the Ministry of Land and Resources issued Guiding Opinions on
Promoting the Economical and Intensive Utilization of Land <[/ #k#E + b 8 4 £8 49 K1) FI A9 45 38 32 L)
or the Opinions. The Opinions set major targets for the economical and intensive utilization of land in
the upcoming period, including placing the total quantity of land used for construction under control,
continuously optimizing land utilization structure and layout, achieving obvious progress in the
exploration and comprehensive improvement of land reserves, and improving the system and mechanism
for the economic and intensive utilization of land. The Opinions also impose an array of requirements
including deepening the reform of the system for the paid use of state-owned construction land,
expanding the scope of state-owned land that can be used with compensation offered, gradually
promoting the use of land with compensation offered for the construction of profit-making infrastructure
and social undertakings and narrowing the scope of land the supply of which is subject to allocation.

On April 1, 2017, the Ministry of Land and Resources and the MOHURD jointly promulgated the
Circular on Recently Tightening the Management and Control over Residential Properties and Land
Supply A fin 5 200 343 55 B A b 444 0 A5 SN S 422 6 BR L VE Y8 1), which stipulated, among other
things, (i) the scale, structure and time sequence of housing land supply which will be adjusted
according to the commercial housing inventory cycle and the supply of land (a) with an inventory cycle
of more than 36 months shall be suspended, (b) with the inventory cycle of 18 to 36 months shall be
reduced, (c) with the inventory cycle of six to 12 months shall be increased and (d) with the inventory
cycle of less than six months shall be increased and accelerated; (ii) local authorities will build a fund
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inspection system to ensure that the real estate developers use legally obtained funds to acquire land use
rights and (iii) the local bidding system of the land use rights shall be determined in a flexible manner
according to the actual status and specific conditions of land.

On May 19, 2018, the MOHURD promulgate the Circular on Further Maintaining Effective
Regulation of the Real Estate Market [ #E— 255y 5 b 28 17 35 98 #2 TAEA B R4 51 ), which
provided that the proportion of residential land shall be enhanced in certain cities and the proportion of
residential land in urban construction land is recommended to be not less than 25%.

Sale of Commodity Houses

Under the Measures for Administration of Sale of Commodity Houses /7 &5 8 & FEHFL )
promulgated by MOHURD in April 2001, sale of commodity houses can include both sales before the
completion of the properties, or pre-sale, and sales after the completion of the properties.

Any pre-sale of commodity buildings must be conducted in accordance with the Measures for
Administration of Pre-sale of Commodity Buildings in Urban Area promulgated by MOHURD in
November 1994 3T i i 5 7H & 4 #EHF1% ), as amended in August 2001 and July 2004, and other
related regulations. The pre-sale regulations provide that any pre-sale of commodity properties is subject
to specified procedures. According to the current PRC laws and regulations, a pre- sale permit must be
in place before a commodity building may be put to pre-sale. Specifically, a developer intending to sell
a commodity building before its completion must apply to the real estate development authorities for a
pre-sale permit. A commodity building may be sold before completion only if:

° the purchase price has been paid in full for the grant of the land use rights involved and a
land use rights certificate has been properly obtained;

° a construction planning permit and a construction permit have been properly obtained;

° funds invested in the development of the commodity buildings for pre-sale represent 25% or
more of the total investment in the project and the construction progress as well as the
completion and delivery dates have been properly ascertained; and

° a pre-sale permit has been obtained.

The pre-sale proceeds of commodity buildings must be used to develop the relevant project so pre-
sold.

Commodity buildings may be put to post-completion sale and delivery after they have passed the
acceptance examination and otherwise satisfy the various preconditions for such sale. Before the post-
completion sale of a commodity building, the developer must, among other things, submit a real estate
development project manual and other documents relating to the project evidencing the satisfaction of
the preconditions for post-completion sale to the real estate development authority for its record.

In April 2010, MOHURD issued the Notice on Further Enhancing the Supervision of the Real
Estate Market and Perfecting the Pre-sale System of Commodity Houses ([P #E— 25 fina@ f5 bz i 85
WS 50 T A B TR B A B E YA RN ) . Pursuant to the notice, without pre-sale approval, the
commodity houses are not permitted to be pre-sold and the real estate developer is not allowed to charge
the buyer any deposit, pre-payment or payment of a similar nature. In addition, the notice urges local
governments to enact regulations on the sale of completed commodity properties in light of local
conditions and encourages property developers to engage in the practice of selling completed commodity
properties.
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According to Provisions on Sales of Commodity Properties at Clearly Marked Price {7 i[5 85
WIS IEAE %€ ) which was promulgated by the NDRC on March 16, 2011 and became effective on May
1, 2011, all real estate developers and or real estate agencies are required to mark the selling price
explicitly and clearly for both newly-built and second-hand commodity properties. The provisions
require real estate operators to clearly indicate the prices of commodity properties to the public. With
respect to the real estate development projects that have received property pre-sale permits or have
completed the filing procedures for the sales of constructed properties, real estate operators shall
announce all the commodity properties available for sales within the specified time limit. Furthermore,
with regard to a property that has been sold out, real estate operators are obliged to disclose this
information and to disclose the actual transaction price. Real estate operators cannot sell commodity
properties beyond the explicit marked price or charge any other fees not explicitly marked. Moreover,
real estate operators may neither mislead properties purchasers with false or irregular price marking, nor
engage in price fraud by using false or misleading price marking methods.

On October 10, 2016, MOHURD promulgated the Circular on Further Regulating the Operation of
Real Estate Developers to Protect the Real Estate Market Discipline B #E— 25 B i )75 Hb = B 2% 4> 3%
BEIT HHEE S L E TS BP9 F1), which requires that improper operations of real estate
developers shall be investigated and punished according to law. The improper operations include
releasing or spreading false housing information and advertisements, maliciously pushing higher and
artificially inflating housing prices by fabricating or spreading information on rising property price and
other operations.

Transfer of Real Estate

According to the PRC laws and the Provisions on Administration of Transfer of Urban Real Estate
T P b 2 R A PR ) promulgated by MOHURD in August 1995, as amended in August 2001, a
real estate owner may sell, gift or otherwise legally transfer the property to another natural person or
legal entity. When transferring a building, the ownership of the building and the land use rights to the
site on which the building is situated are transferred together. The parties to a transfer must enter into a
written real estate transfer contract and register the transfer with the real estate administration authority
having jurisdiction over the location of the real estate within 90 days of the execution of the transfer
contract.

Where the land use rights are originally obtained by grant, the real property may only be
transferred on the condition that:

° the land premium has been paid in full for the granted land use rights as required by the land
grant contract and a land use rights certificate has been properly obtained; and

° in the case of a project in which buildings are being developed, development representing
more than 25% of the total investment has been completed; or

° in case of a whole land lot development project, construction works have been carried out as
planned, water supply, sewerage, electricity supply, heat supply, access roads,
telecommunications and other infrastructure or utilities have been made available, and the
site has been leveled and made ready for industrial or other construction purposes.

If the land use rights are originally obtained by grant, the term of the land use rights after transfer
of the real estate will be the remaining portion of the original term in the land grant contract. In the
event that the assignee intends to change the use of the land provided in the land grant contract, consent
must first be obtained from the original land use rights grantor and the planning administration authority
at the relevant city or county and an agreement to amend the land grant contract or a new land grant
contract must be signed in order to, inter alia, change the use of the land and adjust the land premium
accordingly.
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If the land use rights are originally obtained by allocation, such allocated land use right may be
changed to granted land use rights upon approval by the government vested with the necessary approval
power as required by the State Council. After the government authorities vested with the necessary
approval power approve such change, the grantee must complete the formalities for the grant of the land
use rights and pay the land premium according to the relevant statutes. Assignment of Land for
commercial use, tourism, entertainment and commodity housing development must be conducted through
public tender, auction or listing-for-sale under the current PRC laws and regulations.

Leases of Buildings

The Measures for Administration of Leases of Commodity Housing <P fh 5 = & & F L)
promulgated by MOHURD on December 1, 2010 and implemented on February 1, 2011, requires parties
to a leasehold arrangement of a property to register the lease agreement with property administrative
authorities of the local government at the municipal or county level where the property is situated within
30 days after entering into such lease agreement. In addition, an enterprise may be imposed a fine of
RMB1,000 to RMB10,000 and individuals of RMB1,000 or less if they do not register a leasing
agreement within the time limit required by competent authorities. On May 17,2016, the General Office
of the State Council issued the Opinions on Accelerating the Cultivation and Development of Leasing
Market CERAMPIE B8 RAFEHET S5 TE ), which encourages real estate developers to
carry out house leasing business by utilizing built residential properties and newly built properties. The
Opinions also provide a guidance on the cooperation between real estate developers and residential
property leasing enterprises to develop rental property business. On July 18, 2017, the NDRC,CSRC,
MOF, MOHURD, MPS, MLR, SAT, SAIC, PBOC jointly issued the Circular on Accelerating
Developing the House Leasing Market in Large and Medium-Sized Cities with a Net Inflow Population
CBEATEN O AR K g e g e A 5 A B T3 @ A1), which  encourages  real  estate
developers, agencies, and property management service enterprises to establish subsidiaries to expand
their house rental business.

Mortgages of Real Estate

Under the PRC Urban Real Estate Administration Law H3E AR FE 3k 7 55 Hb s 48 28 )
promulgated by the Standing Committee of the National People’s Congress in July 1994, as amended
respectively in 2007, 2009 and 2019 the PRC Security Law {H# A RILFIEELR ) promulgated by
the National People’s Congress in June 1995, the Measures for Administration of Mortgages of Urban
Real Estate 3777 iz #KH & #LHEL) promulgated by MOHURD in May 1997, as amended in
August 2001, and Property Law of the People’s Republic of China €3 A R IEAIE Y RED: )
promulgated by the National People’s Congress in March 2007, when mortgage is created on the
ownership of a building legally obtained, such mortgage must be simultaneously created on the land use
rights of the land on which the building is situated. The mortgagor and the mortgagee must sign a
mortgage contract in writing. China has adopted a system to register mortgages of real estate. After a
real estate mortgage contract has been signed, the parties to the mortgage must register the mortgage
with the real estate administration authority at the location where the real estate is situated. A real estate
mortgage shall be established as of the date of registration. If a mortgage is created on the real estate in
respect of which a property ownership certificate has been obtained legally, the registration authority
will, when registering the mortgage, make an entry under ‘“third party rights” on the original property
ownership certificate and then issue a certificate of third party rights to the mortgagee. If a mortgage is
created on the commodity building put to pre-sale or on works in progress, the registration authority
will, when registering the mortgage, record the details on the mortgage contract. If construction of a real
property is completed during the term of a mortgage, the parties involved will re-register the mortgage
of the real property after issue of the certificates evidencing the rights and ownership to the real estate.

The PRC Property Rights Law promulgated in March 2007 that became effective in October 2007

further widens the scope of assets that can be mortgaged, allowing for any asset associated with property
rights to be mortgaged as collateral unless a specific prohibition under another law or regulation applies.
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The down-payment requirement was subsequently increased to 30% of the property price for
residential units with a unit floor area of 90 sq.m. or more in May 2006. You may refer to “— Measures
on Stabilizing Housing Prices” below. The initial capital outlay requirement was subsequently increased

to 35% by CBRC in August 2004 pursuant to its Guidance on Risk Management of Property Loans
Granted by Commercial Banks (2 8R17 7 H & B 5 mF B B4 51 ).

In a Circular on Facilitating the Continuously Healthy Development of Property Market <A1
HE S5 2 T G R A (R S R AN issued by the State Council in August 2003, a series of measures
were adopted by the government to control the property market. They included, among others,
strengthening the construction and management of low-cost affordable houses, increasing the supply of
ordinary commodity houses and controlling the construction of high-end commodity houses. The
government also staged a series of measures on lending for residential development, including, among
others, improving the loan evaluation and lending process, improving the guarantee mechanism of
individual home loans and strengthening the monitoring over property loans. It is expected that the
circular will have a positive effect on the development of the PRC property market in the long run by
facilitating a continuously healthy growth of the property market in China.

In September 2007, PBOC and CBRC promulgated a Circular on Strengthening the Management of
Commercial Real Estate Credit Loans BN f 3617 b e {5 S48 AV AN), with a supplement
issued in December 2007. The circular aims to tighten the control over real-estate loans from
commercial banks to prevent granting excessive credit. The measures include:

° for a first-time home owner, increasing the minimum amount of down payment to 30% of the
purchase price of the underlying property if the underlying property has a unit floor area of
90 sq.m. or more and the purchaser is buying the property as its own residence;

° for a second-time home buyer, increasing (i) the minimum amount of down payment to 40%
of the purchase price of the underlying property and (ii) the minimum mortgage loan interest
rate to 110% of the relevant PBOC benchmark one-year bank lending interest rate. If a
member of a family (including the buyer, his/her spouse and their children under 18) has
financed the purchase of a residential unit, any member of the family that buys another
residential unit with bank loans will be regarded as a second-time home buyer;

° for a commercial property buyer, (i) requiring banks not to finance any purchase of pre-sold
properties, (ii) increasing the minimum amount of down payment to 50% of the purchase
price of the underlying property, (iii) increasing the minimum mortgage loan interest rate to
110% of the relevant PBOC benchmark one-year bank lending interest rate, and (iv) limiting
the terms of such bank loans to no more than 10 years, although the commercial banks are
given certain flexibility based on risk assessment;

° for a buyer of commercial/residential dual-purpose properties, increasing the minimum
amount of down payment to 45% of the purchase price of the underlying property, with the
other terms to be decided by reference to commercial properties; and

° prohibiting commercial banks from providing loans to real-estate developers who have been
found by relevant government authorities to be hoarding land and properties.

In addition, commercial banks are also banned from providing loans to projects that have less than
35% of capital funds (proprietary interests), or fail to obtain land use right certificates, construction land
planning permits, construction works planning permits or construction permits. Commercial banks are
also prohibited from accepting commercial premises that have been vacant for more than three years as
collateral for loans. In principle, real-estate development loans provided by commercial banks should
only be used for projects where the commercial banks are located. Commercial banks may not provide
loans to property developers to finance the payment of land premium.
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According to the Notice on Extending the Downward Range of the Interest Rate for Commercial
Personal Home Loans and Supporting the Residents in First-time Purchase of Ordinary Residential
Homes 38R B SE AR A 55 B3R 5T V2 I B S 4 B ok g e 3 4 A 75 3 0D issued by PBOC
on October 22, 2008, the minimum amount of down payment has been adjusted to 20% since October
27, 2008.

In September 2010, PBOC and the CBRC jointly issued the Notice on Relevant Issues Regarding
the Improvement of Differential Mortgage Loan Policies B 5E % 7 HIb A 5 15 S BUR A B R &Y
#ATY, which provides, among other things, that (i) the minimum down payment is raised to 30% for all
first home purchases; (ii) commercial banks in China shall suspend mortgage loans to purchasers for
their third residential property and beyond or to non-local residents who cannot provide documentation
certifying payment of local tax or social security for longer than a one-year period, and (iii) all property
companies with records of being involved in abuse of land, changing the use of land, postponing the
construction commencement or completion date, hoarding properties or other non-compliance will be
restricted from obtaining bank loans for new projects or extension of credit facilities.

Pursuant to the Notice on Relevant Issues Regarding the Further Improvement of Differentiated
Mortgage Loan Policies CBHAME— 585 =ML E G BECRA B MERE M) which was jointly
issued by PBOC and the CBRC in September 2015, in the city where house purchase quota policy is not
applied the minimum down payment ratio is adjusted to not less than 25% for a resident family who
apply commercial mortgage loan to buy their first ordinary house.

In November 2010, MOHURD, the MOF and PBOC jointly promulgated the Notice on Relevant
Issues Concerning Policies of Regulation of Individual Housing Reserve Loan <[k {E 5 A58 4 fH
MNAE 5 B BUR A B T R4 ), which provided that, among other things: (i) where a first-time
house purchaser (including the borrower, spouse and minor children) uses housing reserve loans to buy
an ordinary house for self-use with a unit floor area: (a) equal to or less than 90 sq.m., the minimum
down payment shall be at least 20%, (b) more than 90 sq.m., the minimum down payment shall be at
least 30%; (ii) for a second-time house purchaser that uses housing reserve loans, the minimum down
payment shall be at least 50%, with the minimum lending interest rate of 110% of the benchmark rate;
(iii) the second housing reserve loan will only be available to families whose per capita housing area is
below the average in locality, and such loan must only be used to purchase an ordinary house for self-
use to improve residence conditions; and (iv) housing reserve loans to families for their third residential
property and beyond will be suspended.

On January 26, 2011, the General Office of the State Council promulgated the Notice on Relevant
Issues of Further Improvement of the Control in Real Estate Market {3 — 5§ty 5 b 7 7 85 0 # T AE
A BH P E P 4E 1), which, among other things, raised the minimum down payment for second house
purchases from 50% to 60% and abolished the preferential business tax treatment on the transfer of
ordinary housing within five years.

On December 28, 2019, the PBOC issued the Announcement on Matters Concerning the Shift of
the Pricing Benchmark for Existing Floating Rate Loans to the LPR {7 & 1% B | R 8 2k 1) 2 {8 3 HE gl
WA LPRA B FH L /A15), which provides, among others, that (i) as of January 1, 2020, financial
institutions shall not be allowed to sign floating rate loan contracts based on the benchmark lending rate;
(i) as of March 1, 2020, financial institutions shall negotiate terms with the clients to change the way of
interest rate setting previously agreed upon in the contract to a method based on the LPR plus some
basis points, and in principle, the pricing benchmark shift for existing floating rate loans shall be
completed before August 31, 2020; (iii) when the pricing benchmark for existing floating rate loans is
shifted to the LPR, the basis points added shall be determined through negotiations between the lender
and the borrower, except in the case of commercial personal housing loans.
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Insurance

There is no mandatory provision under the PRC laws, regulations and government rules which
requires a property developer to take out insurance policies for its real estate developments. According
to the common practice of the property industry in China, construction companies are usually required
to submit insurance proposals in the course of tendering and bidding for construction projects.
Construction companies must pay for the insurance premium at their own costs and take out insurance to
cover their liabilities, such as third party liability risk, employer liability risk, risk of non-performance
of contract in the course of construction and other kinds of risks associated with the construction and
installation works throughout the construction period. The insurance coverage for all these risks will
cease immediately after the completion and acceptance upon inspection of construction.

Measures on Stabilizing Housing Prices

The General Office of the State Council promulgated a Circular on Stabilizing Housing Price
CRAMRUIERRE T MR A) in March 2005, introducing measures to be taken to restrain housing
prices from increasing too fast and to promote a stable development of the real estate market. In April
2005, MOHURD, NDRC, the MOF, the Ministry of Land and Resources, PBOC, SAT and CBRC jointly
issued an Opinions on Stabilizing Housing Prices B MUATF5 € fE 5 EA% LAERE KL), containing the
following guidance:

° Where the housing price is growing too fast, while the supply of ordinary commodity houses
at medium or low prices and low-cost affordable houses is insufficient, the housing
construction should mainly involve projects of ordinary commodity houses at medium or low
prices and low-cost affordable houses. The construction of low-density, high-end houses
should be strictly controlled. The relevant local government authorities are authorized to
impose conditions on planning and design such as the building height, plot ratio and green
space and to impose such requirements as the selling price, type and gross floor area as
preconditions on land assignment. The local governments are also required to strengthen their
supervision of real estate developments in their jurisdictions.

° Where the price of land for residential use and the price for residential housing are growing
too fast, the proportion of land supply for residential use to the total land supply should be
appropriately raised, and the land supply for the construction of ordinary commodity houses
at medium or low prices and low-cost affordable houses should be especially increased. Land
supply for villa construction should continue to be suspended, and land supply for high-end
housing property construction should be strictly restricted.

° Idle land fees must be imposed on land that has not been developed for one year from the
contractual construction commencement date. Land use rights of land that has not been
developed for two years must be forfeited without compensation.

° Commencing from June 1, 2005, a business tax upon transfer of a residential house by an
individual within two years from his/her purchase will be levied on the entire sales proceeds
from such sale. For an individual to transfer an ordinary residential house after two years
from his/her purchase, the business tax will be exempted. For an individual to transfer a
property other than an ordinary residential house after two years from his/her purchase, the
business tax will be levied on the difference between the price of such sale and the original
purchase price.

° Ordinary residential houses with medium or small gross floor areas and at medium or low
prices may be granted preferential treatment, such as planning permits, land supply, credit
and taxation. Houses enjoying these preferential policies must satisfy the following
conditions in principle: the plot ratio is above 1.0, the gross floor area of one single unit is
less than 120 sq.m., and the actual transfer price is lower than 120% of the average transfer
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price of comparable houses at comparable locations. The local governments at the provincial
level may, based on their actual local circumstances, formulate specific standards for ordinary
residential houses that may enjoy the preferential policies.

° Transfer of unfinished commodity properties by any pre-sale purchaser is forbidden. In
addition, purchasers are required to buy properties in their real names. Any commodity
property pre-sale contract must also be filed electronically with the relevant government
agencies immediately after its execution.

The Notice on Adjustment of the Housing Loan Policy and Deposit Rate of Excess Reserve for
Commercial Banks <BHJA i % % S 4RAT 11 5 15 B0 B B B0 1E A <5 A7 s 22 0% A1), promulgated by
PBOC in March 2005, includes adjustments to individual housing loan policies of commercial banks as
well as individual housing fund loan rate. Pursuant to this notice, the preferential mortgage loan interest
rate was replaced by the commercial loan interest rate, subject to certain restrictions on the lower limit
on such interest rates. In the urban areas or cities with rapidly increased real estate prices, minimum
down payment ratio for individual housing loans was adjusted from 20% to 30%. In May 2006,
MOHURD, NDRC, PBOC and other relevant PRC government authorities jointly issued their Opinions
on Housing Supply Structure and Stabilization of Property Prices <[P FH%e I 5 {4t e 45 Wi Fg e 1 175 15
#& =SB AN . Such opinions reiterated the existing measures and ushered in additional measures
aimed at curbing rapid increases in property prices in large cities and promoting healthy development of
the PRC property market. These measures include:

° requiring that at least 70% of the land supply approved by a local government for residential
property development for any given year must be used for developing low-to medium-cost
and small-to medium-size units and low-cost rental properties;

° requiring that at least 70% of residential projects approved or constructed on or after June 1,
2006 must consist of units with a unit floor area of less than 90 sq.m. per unit and that
projects which have received approvals prior to this date but have not obtained construction
permits must adjust their planning in order to be in conformity with this new requirement,
with the exception that municipalities under direct administration of the PRC central
government, such as Beijing, Chongqing and Shanghai, provincial capitals and certain other
cities may deviate from such ratio under special circumstances upon approval from the
Ministry of Construction;

° increasing the minimum amount of down-payment from 20% to 30% of the purchase price of
the underlying property if the underlying property has a unit floor area of 90 sq.m. or more,
effective from June 1, 2006;

° prohibiting commercial banks from lending to real estate developers with an internal capital
ratio, calculated by dividing the internal funds by the total project capital required for the
relevant projects, of less than 35%, restricting the grant or extension of revolving credit
facilities to property developers holding a large amount of idle land and vacant commodity
properties, and prohibiting commercial banks from accepting commodity properties which
have been vacant for more than three years as security for their loans; and

° imposing a business tax levy on the entire sales proceeds from transfer of properties if the
holding period is shorter than five years, effective from June 1, 2006, as opposed to two
years when such levy was initially implemented in June 2005, and allowing such business tax
to be levied on the difference between the price for such re-sale and the original purchase
price in the event that an individual transfers a property other than an ordinary residential
property after five years from his/her date of purchase.
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In July 2006, MOHURD, NDRC, MOFCOM, PBOC, the State Administration for Industry and
Commerce, and SAFE jointly issued an Opinion on Regulating the Access and Management of Foreign
Capital in the Real Estate Market P84 5 b i 5570 EHEAFIE FLRYZ 5L, or the 171 Opinion.
The 171 Opinion aims to tighten access by foreign capital to the PRC real estate market and to restrict
property purchases in China by foreign institutions or individuals. It provides, among other things, that a
foreign institution or individual must establish a foreign-invested enterprise in order to purchase real
property in China if the property is not intended for self use. The registered capital of such foreign-
invested enterprise must amount to at least 50% of its total investments in PRC real properties if the
amounts of such investments exceed US$10 million. Branches and representative offices of foreign
institutions in China and foreign individuals who work or study in China for more than one year may
purchase real property for their own use but not for any other purposes. In addition, foreign institutions
which have no branches or representative offices in China or foreign individuals who work or study in
China for less than a year are prohibited from purchasing any real property in China. In September
2006, SAFE and MOHURD jointly issued a Notice in Respect of Foreign Exchange Issues in the Real
Estate Market €A %055 bz 7 35 S0 45 354 BE ) A48 %0 ), or the 47 Notice, to implement the
171 Opinion. The 47 Notice provides specific procedures for purchasing real properties by foreign
institutions and foreign individuals. The 47 Notice also forbids a foreign invested real estate enterprise
to apply for overseas loans if it has failed to obtain the land use rights certificates, or its own capital
funds do not reach 35% of the total investment for the project.

In September 2007, the Ministry of Land and Resources issued the Notice on Implementation of
the State Council’s Certain Opinions on Resolving Difficulties and Further Strengthening Macro-control
of Land Supply <Pl a2 B B Bt B Ak PR v AR s A 58 e A 5 TR 3 9 7 T 78 ) o — b i =
b AL FEE SR 2 A 4 A0 ), pursuant to which, at least 70% of the land supply arranged by the relevant land
administration authority at city or county level for residential property development for any given year
must be used for developing low- to medium-cost and small-to medium-size units, low-cost rental
properties and affordable housing.

In November 2007, the PRC government revised its Catalog of Guidance on Industries for Foreign
Investment by, among other things, removing the development of ordinary residences from the foreign-
investment-encouraged category and adding secondary market residential property trading and brokering
into the foreign-investment-restricted category.

In July 2008, PBOC and CBRC jointly issued the Notice on Financially Promoting the Saving and
Intensification of Use of Land <P 4 Rl {24 #i 2952 40 FH LAY 4 41 ), requiring that relevant financial
institutions strengthen the administration of construction land project loans, including the administration
of commercial real estate credit loans.

In October 2008, PBOC issued the Notice on Extending the Downward Range of the Interest
Rate for Commercial Personal Home Loans and Supporting the Residents in First-time Purchase of
Ordinary Residential Homes < K SEER A 5 B3R R T 77 08 B SCRe o R v il B 5 i (R 55
Y 48 6 ) pursuant to which, since October 27, 2008, the bottom limit of the interest rate
applicable to the commercial personal home loans has been extended, the minimum amount of
down payment has been adjusted to 20% and the interest rate applicable to personal home loans
financed by provident funds has been also reduced.

In October 2008, the MOF and the SAT issued the Notice on the Adjustments to Taxation on Real
Property Transactions <P i % [ b 2 22 &) B2 € B BUOR 948 41 ), pursuant to which, since November
1, 2008, the rate of deed tax has been reduced to 1% for a first-time home buyer of an ordinary
residence with a unit floor area under 90 sq.m., individuals who sell or purchase residential properties
are temporarily exempted from stamp duty and who sell residential properties are temporarily exempted
from land value-added tax. However, the aforesaid preferential policy regarding deed tax has been
replaced by the Notice on Adjustment of Preferential Policies Regarding Deed Tax and Individual
Income Tax Incurred in Transfer of Real Property <[ F %[5 Hh 2 3¢ &) B 6 S48 A\ ir 15 B 0 BB 5K
M4 HT) jointly promulgated by the MOF, the SAT and MOHURD in September 2010, pursuant to
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which, in the case that an individual purchases an ordinary house which is the only house for the family
(taking into account the purchaser, the spouse and minor children), the deed tax is reduced by half; in
the case that an individual purchases an ordinary house with an GFA of 90 sq.m. or less, which is the
only house for the family (taking into account the purchaser, the spouse and minor children), the deed
tax is levied at a rate of 1%. Pursuant to the Notice on Adjustment of Preferential Policies Regarding
Deed Tax and Business Tax Incurred in Transfer of Real Property (B #8555 b 22 5 BRE 5286 ~ &
SRV EHOR M), jointly promulgated by the MOF, SAT and MOHURD in February 2016, in the
case that an individual purchases an ordinary house with the area of 90 sq.m. or less which is the only
house for the household (taking into account the purchaser, the spouse and minor children), the deed tax
is reduced to 1%, and for the ordinary house with the area of more than 90 sq.m., the deed tax is
reduced to 1.5%. Besides, excluding Beijing, Shanghai, Guangzhou and Shenzhen, in the case that an
individual who has owned a house purchases the second ordinary house with the area of 90 sq.m. or
less, the deed tax is reduced to 1% and for the ordinary house with the area of more than 90 sq.m., the
deed tax is reduced to 2%. Besides, the Notice provides that for any individual who resells the house
purchased for less than two years, full business tax is levied and for an individual who resells the house
purchased for two years or more, the business tax is exempted.

In December 2008, the General Office of the State Council issued the Several Opinions on
Facilitating the Healthy Development of the Real Estate Market <[5 #E 5 b= 17 85 i 5 38 J (1) 45 T
& 5, which aims to, among other things, encourage the consumption of the ordinary residence and
support the real estate developer to handle the market change. Pursuant to this opinion, in order to
encourage the consumption of the ordinary residence, from January 1, 2009 to December 31, 2009, a
business tax is imposed on the full amount of the sale income upon the transfer a non-ordinary residence
by an individual within two years from the purchase date. For the transfer of a non-ordinary residence
that is more than two years from the purchase date and an ordinary residence that is within two years
from the purchase date, the business tax is to be levied on the difference between the sale income and
the purchase price. In the case of an ordinary residence, the business tax is exempted if that transfer
occurs after two years from the purchase date. Furthermore, individuals with an existing ordinary
residence that is smaller than the average size for their locality may buy a second ordinary residence
under favorable loan terms similar to first-time buyers. In addition, support for real estate developers to
deal with the changing market is to be provided by increasing credit financing services to “low-to-
medium-level price” or “small-to-medium-sized” ordinary commercial housing projects, particularly
those under construction, and providing financial support and other related services to real estate
developers with good credit standing for merger and acquisition activities.

On March 30, 2015, SAT and MOF jointly promulgated Circular on Adjusting Policies of Business
Tax on Transfer of Individual Houses <[ &% fE AAT 5 i EBIEUR AV A1) which provides
that, where individuals sell houses which have been procured for less than two years, they shall pay the
business tax in full amount; where individuals sell the non- ordinary houses which have been procured
for more than two years (inclusive), they shall pay the business tax on the balance of their sale incomes
after deduction of the price for purchasing the houses; where individuals sell ordinary houses which
have been procured for more than five years (inclusive), they shall be exempted from the business tax.

In January 2010, the General Office of the State Council issued a Circular on Facilitating the
Stable and Healthy Development of Property Market B E #E 5 b 17 85 V- F5 fa 55 R i 4 0 )
which adopted a series of measures to strengthen and improve the regulation of the property market,
stabilize market expectation and facilitate the stable and healthy development of the property market.
These include, among others, measures to increase the supply of affordable housing and ordinary
commodity housing, provide guidance for the purchase of property, restrain speculation of properties,
and strengthen risk prevention and market supervision. Additionally, it explicitly requires a family
(including a borrower, his or her spouse and children under 18), that has already purchased a residence
through mortgage financing and has applied to purchase a second or more residences through mortgage
financing, to pay a minimum down-payment of 40% of the purchase price.
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On February 11, 2010, CBRC issued a Notice on Relevant Issues on Strengthening Administration
of Real Estate Trust Business of Trust Companies BN 5 56/ 7l 5 M2 (5 T 3675 B4 A B 8]
M4 H), which provides that, among other things, real estate projects must meet the following
conditions to be eligible for loan financing from trust companies: (1) real estate projects must have
obtained the land use rights certificates, construction land planning permits, construction works planning
permits and construction permits; (2) developers or their controlling shareholders must be qualified as
class 2 developers or higher; (3) the capital ratio of the project must satisfy the minimum requirements
set by relevant authorities; and (4) trust companies may not provide trust funds to finance land reserves.

In April 2010, the State Council issued the Notice on Resolutely Containing the Excessive Hike of
Property Prices in Some Cities <52 iR48 il &80 3 it 75 8 PR F BRI D, or the April 2010 Notice,
which provides that: (i) if a first-time home buyer (including a borrower, his or her spouse and children
under 18) buys a residence with a unit floor area of more than 90 sq.m. for self use, the minimum down
payment shall be at least 30%; (ii) if a second-time home buyer uses mortgage financing, the minimum
down payment shall be at least 50% of the purchase price with a minimum mortgage lending interest
rate of 110% of the benchmark rate; (iii) if a third-time or more homebuyer uses mortgage financing, the
minimum down payment and interest rate thereof will be further raised. The April 2010 Notice further
requires that in cities where property prices are overly high with excessive price hikes and strained
housing supply, commercial banks may suspend extending bank loans for third-time or more home
buyers in light of risk exposure. The provision of mortgage loans to non-local residents who cannot
present the local tax clearance certificates or social insurance certification of more than one year will
also be suspended.

In May 2010, MOHURD, PBOC and CBRC jointly issued the Circular on Regulating the Criteria
for Identifying the Second Housing Unit in Connection with Commercial Mortgage Loans <A K5 &
EME A ST B4 F e M), which provides, among other things, that the
number of housing units owned by an individual purchaser who is applying for mortgage loans shall be
determined by taking into account all housing units owned by the family members of such purchaser
(including the purchaser and such purchaser’s spouse and children under the age of 18), and that second-
time or more purchasers of housing units will be subject to different credit policies when applying for
mortgage loans.

In November 2010, MOHURD and SAFE jointly promulgated the Notice on Further Regulating
Administration of Purchase of Houses by Overseas Institutions and Individuals <[ #E— 25 B3 #i 35 S
RN % 55 A SR Y4 A1), pursuant to which, an overseas individual can only purchase one house for
self-use within the PRC and an overseas institution which has established a branch or representative
office in the PRC can only purchase non-residential houses for business use in the city where it is
registered within the PRC.

On January 26, 2011, the General Office of the State Council promulgated the Notice on Relevant
Issues of Further Improvement of the Control in Real Estate Market {3 — 5 iy 5 b = 7 85 90 #2514
A BRI ERY ), which, among other things, limits the number of homes that local residents can buy
in a specified period. In principle, local resident families that own one house and non-local resident
families who can provide local tax clearance certificates or local social insurance payment certificates
for a required period are permitted to purchase only one additional house (including newly-built houses
and second-hand houses). Sales of properties to (a) local resident families who own two or more houses,
(b) non-local resident families who own one or more houses, and (c) non-local resident families who
cannot provide local tax clearance certificates or local social insurance payment certificates for a
required period, shall be suspended in local administrative regions. In order to implement the Notice on
Relevant Issues of Further Improvement of the Control in Real Estate Market, many cities have
promulgated new measures to restrict the number of houses a family is allowed to purchase.

On July 19, 2012, the Ministry of Land and Resources and MOHURD jointly issued the Urgent

Notice to Further Tighten Up Real Property Land Administration and Consolidate the Achievement of
Macroeconomic Control of the Real Property Market < B A #E— 25 Bk 5 1 e ) b 290 8 (] 55 b 8 i
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B A 0 B 2 0) to strengthen the enforcement of macroeconomic policy in the real property
market, which requires that residential construction projects must commence construction within one
year from the date of land title delivery as stipulated in the land allocation decision or land grant
contract and must be completed within three years from the date of construction commencement.

The State Council has approved, on a trial basis, the launch of a new property tax scheme in
selected cities. On January 27, 2011, the governments of Shanghai and Chongqing issued their
respective measures for implementing pilot property tax schemes, which became effective on January
28, 2011. Under the Shanghai Interim Rules of the Trial in Levy of Property Tax on Certain Houses
L vt T B e S R A8 AT 5 0 2 BB B9 BT AT 12 ) . among other things, starting on January 28,
2011, (i) Shanghai shall, on a trial basis, levy property taxes on a second or succeeding house in
Shanghai which purchased by a local resident family and each house in Shanghai which is purchased by
a non-local resident family; (ii) the applicable rate of the property tax is 0.4% or 0.6%, subject to
specified circumstances; and (iii) the property tax shall be temporarily payable on the basis of 70% of
the transaction value of the taxable house. Moreover, the Shanghai property tax rule provides several
measures for tax deduction or exemption, including the rule that if a local resident family’s GFA per
capita, calculated on the basis of the consolidated living space owned by such family, is not more than
60 sq.m., such family is temporarily exempted from property tax when purchasing a second house or
more in Shanghai. This provisional measure was confirmed to remain in force by the Notice on the
Continuance in Force of the Notice of Shanghai Municipal Government concerning the Distribution of
Provisional Measure on Levying of Property Tax on Part of Individual Residential Properties in
Shanghai on a Trial Basis (B LT N R BUR B A Ep s (b T B R SR A AT B i 7 B
FREREAT IR BUMEAT) 4BAEA SN issued by Shanghai Municipal Government on November
28, 2018. Under the measures issued by the Chongqing government on January 27, 2011 and amended
in January, 2017, the property tax in trial areas in nine major districts will be imposed on (i) stand-alone
residential properties (such as villas) owned by individuals, (ii) high-end residential properties purchased
by individuals on or after January 28, 2011, the purchase prices per square meter of which are two or
more times of the average price of new residential properties developed within the nine major districts
of Chongqing in the last two years and (iii) the first or further ordinary residential properties purchased
on or after January 28, 2011 by individuals who are not local residents, or are not employed in and do
not own an enterprise in Chongqing, at rates ranging from 0.5% to 1.2% of the purchase price of the
property. Furthermore, the Chongqing property tax rule provides several possible deductions or
exemptions, including the following: (i) for stand-alone residential properties owned before January 28,
2011, the deduction area is 180 sq.m.; (ii) for newly purchased stand-alone residential properties and
high-end residential properties, the deduction area is 100 sq.m.; (iii) the deduction area shall be based
on the family unit, and the deduction can only be enjoyed by one family for its single property. In
addition, there is no deduction for individuals who are not local residents, not employed in or do not
own an enterprise in Chongqing. These two governments may issue additional measures to tighten the
levy of property tax. It is also expected that more local governments will follow Shanghai and
Chongqing in imposing property tax on commodity properties, including Beijing, Shenzhen and
Hangzhou.

On November 5, 2012, the Ministry of Land and Resources, the MOF, PBOC and CBRC jointly
promulgated the Notice on strengthening Land Reserves and Financing Administration {7 il 5@ +
it A B 7 T B N (B & 98(2012]16298)), in order to strengthen land reserve institutions
administration, determine the reasonable scale and structure of land reserves, strengthen the
administration of land pre-development, reservation and protection, and regulate the financing of land
reserves and the use of land reserve funds. On December 26, 2012, the MOF, or MOF, issued the notice
requiring local governments to strictly implement rules relating to the construction and management of
low income housing projects. In addition, MOF will provide various measures to support construction of
affordable housing in 2013, including measures (1) to ensure that all affordable housing construction
financings are strictly confined to permitted financing channels only; and (2) to allow local
governmental finance departments to raise funds from housing provident funds, land premium, State-
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owned capital operational budgets, local government debts, and to use the funds on projects that need
government funding, including public rental housing, low rental housing, and relocation housing
projects.

On February 26, 2013, the State Council issued the Notice on Continuing Adjustment and Control
of Property Markets BfA 44 (MhT f5 Hh& T35 ¥ TAERYEAT) which  requires, among other
restrictive measures:

(i) improving the responsibility system for stabilizing housing prices;

Municipalities directly under the central government, cities listed on state plans and
provincial capitals (excluding Lhasa) must set an annual objective for controlling housing prices
and publish annual new commodity housing price control target in the first quarter of the year.

(i1) firmly restraining purchases of residential housing for investment and speculation purposes;
and

Municipalities directly under the central government, cities listed on state plans and
provincial capitals (excluding Lhasa) which have implemented restrictions on the real estate market
are required to designate all administrative areas of the cities as restricted areas, and restricted
housing shall include new commodity housing and second-hand housing. Non-local residents who
possess one or more residential properties and fail to provide one-year or longer tax payment
certificates or social insurance payment certificates are to be barred from purchasing any
residential properties located in the administrative area. For cities where housing prices are
increasing at an excessive rate, local branches of PBOC may further raise the down payment rate
and mortgage interest rate for the purchase of a second residential property. In addition, the state
will strictly enforce a 20% tax on house sale profits.

(iii) expanding ordinary commodity housing units and increasing the supply of land.

The overall housing land supply in 2013 in principle shall not be lower than the average
actual land supply in the past five years. Financial institutions, subject to credit requirements, are
to prioritize requests for loans for ordinary commodity housing construction projects in which
medium and small housing units constitute 70% or more of the total units in such construction
project.

On September 29, 2014, the PBOC and the CBRC jointly issued Circular on Further Improving
Financial Services for Housing Consumption <BHA#E— 0 5 & MRS TA/ER @A), which
provides that, for a family who buys on loan its first ordinary house for self-use, the minimum
percentage of down payment is 30%, and the lower limit of loan interest rate is 70% of the benchmark
rate, to be decided by banking financial institutions in light of risk conditions. For a family who has
paid up the loan of its first house and applies again to buy on loan an ordinary commodity house for the
purpose of improving living conditions, the loan policies for first house shall apply. In cities where the
measures of “restrictions on house buying” are lifted or not imposed, for a family who owns two or
more houses and has paid up loans for them, and applies to buy another house on loan, banking
financial institutions shall decide on the percentage of down payment and interest rate by prudently
considering the borrower’s solvency and credit status.

On March 30, 2015, the PBOC, MOHURD and CBRC jointly promulgated the Circular on issues
concerning Individual Housing Loan Policies B E A F B ECR A B MER M),  which
provides that, (i) where the household of a resident who owns one house, of which relevant housing
loan has not been fully repaid, applies for commercial individual housing loan to purchase an ordinary
house for self-living and improving their living conditions, the minimum down payment ratio is adjusted
to not less than 40%; (ii) where the household of a worker who pays housing provident fund
contributions uses housing provident fund commission loan to purchase the first ordinary house for self-
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living, the minimum down payment ratio is 20%; where the household of a worker who owns one house,
of which relevant housing loan has been fully repaid, applies for housing provident fund commission
loan to purchase an ordinary house for self-living and improving their living conditions, the minimum
down payment ratio is 30%.

In August, 2015, the CBRC, the MOF and PBOC jointly issued the Circular on Adjusting the
Minimum Down Payment Levels for the Purchase of Houses by Individuals on the Housing Provident
Fund Loan <(BHRAFEALF AR SM AR SHEE K E 3 L@ HA), which lowered the
minimum down payment to 20% for the family that owns a residential property and has paid off its
existing mortgage loan applying for a second housing reserve loan to buy another residential property to
improve living conditions. In Beijing, Shanghai, Guangzhou and Shenzhen, the minimum down payment
of applying for housing reserve loan to buy a second residential property can be decided by local
government in combination with local reality.

On February 1, 2016, PBOC and CBRC jointly issued the Notice on Issues Concerning Adjusting
the Individual Housing Loan Policies €[ #R% A8 A\ B B3R EUR A BB A1), which provides
that in cities where housing purchase restrictions are not being implemented, the minimum down
payment ratio for commercial individual housing loans granted to households for purchasing the first
ordinary residential property is, in principle, 25% of the property price, which can be adjusted
downward by 5% at local authority’s discretion. For household that owns a residential property and has
not fully repaid the existing loan applying for a further personal housing commercial loan to purchase an
additional ordinary residential property to improve living conditions, the minimum down payment shall
be not less than 30%.

On May 2, 2018, the MOHURD, MOF, PBOC and the Ministry of Public Security jointly issued
the Notice on Resolving Irregular Withdrawal of Housing Provident Funds <[4 B i 6 B2 B $2 B
f5 A& 4 TAEIHEAT), which provides, among other things, that all regions shall regulate and improve
the housing provident fund withdrawal policy so as to prevent the withdrawal of housing provident
funds from housing speculation.

Foreign Exchange Controls

Under the PRC Foreign Currency Administration Rules €H#E A B[] 4 FE 7 2 5 ] )
promulgated in 1996 and revised in 1997 and as amended in 2008 and various regulations issued by
SAFE and other relevant PRC government authorities, Renminbi is convertible into other currencies for
the purpose of current account items, such as trade related receipts and payments and the payment
interest and dividends. The conversion of Renminbi into other currencies and remittance of the
converted foreign currency outside China for the purpose of capital account items, such as direct equity
investments, loans and repatriation of investment, requires the prior approval from SAFE or its local
office. Payments for transactions that take place within China must be made in Renminbi. Unless
otherwise approved, PRC companies may repatriate foreign currency payments received from abroad or
retain the same abroad. Foreign-invested enterprises may retain foreign exchange in accounts with
designated foreign exchange banks subject to a cap set by SAFE or its local office. Foreign exchange
proceeds under the current accounts may be either retained or sold to a financial institution engaging in
settlement and sale of foreign exchange pursuant to relevant rules and regulations of the State. For
foreign exchange proceeds under the capital accounts, approval from SAFE is required for its retention
or sale to a financial institution engaging in settlement and sale of foreign exchange, except where such
approval is not required under the rules and regulations of the State.

On July 4, 2014, the SAFE issued the Notice on Issues Relating to the Administration of Foreign
Exchange for Overseas Investment and Financing and Reverse Investment by Domestic Residents via
Special Purpose Vehicles <B4 A& M A RRIK H 09/ B B AN A& TR R 50 H1 e 27 24T B ]
)78 HT), or Notice 37, which replaced the Notice on Issues Relating to the Administration of Foreign
Exchange for the Financing and Reverse Investment by Domestic Residents via Offshore Special
Purpose Vehicles issued by SAFE in October 2005, or Notice 75. Pursuant to Notice 37, any PRC
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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 Notice as a “special purpose vehicle.” Under
Notice 37, the term “PRC institutions” refers to entities with legal person status or other economic
organizations established within the territory of the PRC. The term “PRC individual residents” includes
all PRC citizens (also including PRC citizens abroad) and foreigners who habitually reside in the PRC
for economic benefits. A registered special purpose vehicle is required to amend its SAFE registration in
the event of any change of basic information including PRC individual resident shareholder, name, term
of operation, or PRC individual resident’s increase or decrease of capital, transfer or exchange of shares,
merger, division or other material changes. In addition, if a non-listed special purpose vehicle grants any
equity incentives to directors, supervisors or employees of domestic companies under its direct or
indirect control, the relevant PRC individual residents could register with the local SAFE branch before
exercising such options. The SAFE simultaneously issued a series of guidance to its local branches with
respect to the implementation of Notice 37.

On March 30, 2015, SAFE issued the Circular on Reforming the Management Approach
Concerning the Settlement of Foreign Currency Capital of Foreign-Invested Enterprises <[t 245 4h s
WG EIMNEE AR DL ) XA, effective as of June 1, 2015, which provides that, (i) the
capital of foreign-invested enterprises and capital in Renminbi obtained from foreign exchange
settlement shall not be (a) directly or indirectly used for the payment beyond the business scope of the
enterprises or the payment prohibited by national laws and regulations; (b) directly or indirectly used for
investment in securities unless otherwise provided by laws and regulations; (c) directly or indirectly
used for granting the entrust loans in Renminbi (unless permitted by the scope of business), repaying the
inter-enterprise borrowings (including advances by the third party) or repaying the bank loans in
Renminbi that have been sub-lent to the third party; and (d) used for paying the expenses related to the
purchase of real estate not for self-use, except for the foreign-invested real estate enterprises; (ii) except
for transfer of equity investment in the original currency, foreign-invested enterprises with investment as
the primary business are permitted to directly settle the foreign exchange capital or transfer the capital in
Renminbi in the Account Pending for Foreign Exchange Settlement Payment to the account of invested
enterprises based on the actual investment scale on the premise that the domestic investment project is
authentic and compliant.

On June 09, 2016, SAFE issued the Circular on Reforming and Regulating the Policies on the
Control over Foreign Exchange Settlement of Capital Account <3 A Mg 1B i & A< JE H 47 [ 5 FH L
KA which provides that, among others, (i) foreign invested enterprise may go through the
foreign exchange settlement for their foreign debts at its own discretion; (ii) foreign exchange receipts
of capital account, including foreign exchange capital, foreign debts, and repatriated funds raised
through overseas listing, subject to discretionary settlement as expressly prescribed in the relevant
policies, provisionally, may be settled up to 100% with banks according to the actual need of domestic
enterprises for business operation and (iii) foreign exchange receipts of capital account and the receipt in
Renminbi obtained from foreign exchange settlement shall not be (a) directly or indirectly used for the
payment beyond the business scope of the enterprises or the payment prohibited by national laws and
regulations; (b) directly or indirectly used for investment in securities unless otherwise provided by law
and regulations; (c¢) used for the granting of loans to non-affiliated enterprises unless otherwise
permitted in business scope of licenses; and (d) except for real estate enterprises, used for the
construction or purchase of real estate for purposes other than self-use.

PRC Taxation

Because we are not incorporated in the PRC, your investment in our Notes is largely exempt from
PRC tax laws, except as disclosed in the sections entitled “Risk Factors — We may be deemed a PRC
resident enterprise under the PRC Enterprise Income Tax Law, which may subject us to PRC taxation on
our worldwide income, require us to withhold taxes on interest we pay on the Notes and require holders
of the Notes to pay taxes on gains realized from the sale of the Notes,” and “Taxation — PRC

163



Taxation.” But because virtually all of our business operations are in mainland China and we carry out
these business operations through operating subsidiaries and joint ventures organized under the PRC
law, our PRC operations and our operating subsidiaries and joint ventures in mainland China are subject
to PRC tax laws and regulations, which indirectly affect your investment in our shares.

Dividends from Our PRC Operations

Under the PRC tax laws effective prior to January 1, 2008, dividends paid by our PRC subsidiaries
or joint ventures to us were exempt from PRC income tax. However, pursuant to the PRC Enterprise
Income Tax Law, effective on January 1, 2008 and amended on February 24, 2017 and December 29,
2018, and its implementation rules which became effective on January 1, 2008, dividends payable by
foreign invested enterprises, such as subsidiaries and joint ventures in China, to their foreign investors
are subject to withholding tax at a rate of 10%, unless lower treaty rate is applicable.

Under the PRC Enterprise Income Tax Law and its implementation rules, enterprises established
under the laws of foreign jurisdictions but whose “de facto management body” is located in China are
treated as ‘“‘resident enterprises” for PRC tax purposes, and will be subject to PRC income tax on their
worldwide income. For such PRC tax purposes, dividends from PRC subsidiaries to their foreign
shareholders are excluded from such taxable worldwide income. Under the implementation rules of the
PRC Enterprise Income Tax Law, “de facto management bodies” are defined as the bodies that have
material and overall management control over the business, personnel, accounts and properties of an
enterprise. Because this tax law is new and its implementation rules are newly issued, there is
uncertainty as to how this new law and its implementation rules will be interpreted or implemented by
relevant tax bureaus.

Our Operations in Mainland China

Our subsidiaries and joint ventures through which we conduct our business operations in mainland
China are subject to PRC tax laws and regulations.

Deed Tax. Under the PRC Interim Regulation on Deed Tax {H#E A\ RILHE B 17041, a
deed tax is chargeable to transferees of land use rights and/or ownership in real properties within the
territory of mainland China. These taxable transfers include:

° grant of use right of state-owned land;

° sale, gift and exchange of land use rights, other than transfer of right to manage rural
collective land; and

° sale, gift and exchange of real properties.

Deed tax rate is between 3% to 5% subject to determination by local governments at the provincial
level in light of the local conditions. In October 2008, the MOF and the SAT issued the Notice on the
Adjustments to Taxation on Real Property Transactions [ % 5 7 42 &) B Hi B BOR 38 50 )
pursuant to which, since November 1, 2008, the rate of deed tax has been reduced to 1% for a first-time
home buyer of an ordinary residence with a unit floor area less than 90 sq.m.; individuals who sell or
purchase residential properties are temporarily exempted from stamp duty and those who sell residential
properties are temporarily exempted from land value-added tax. However, the aforesaid preferential
policy regarding deed tax has been replaced by the Notice on Adjustment of Preferential Policies
Regarding Deed Tax and Individual Income Tax Incurred in Transfer of Real Property <[ #f % 55
FE 38 5y BR B EBUR N T A3 B B BUR 3 AN ) jointly promulgated by the MOF, the SAT and
MOHURD on September 29, 2010, pursuant to which, in the case that an individual purchases an
ordinary house which is the only house for the family (including the purchaser, the spouse and minor
children), deed tax is reduced by half; in the case that an individual purchases an ordinary house with an
GFA of 90 sq.m. or below, which is the only house for the family, deed tax is levied at a rate of 1%.
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Enterprise Income Tax. Prior to the PRC Enterprise Income Tax Law and its implementation rules
that became effective on January 1, 2008, our PRC subsidiaries and joint ventures were generally
subject to a 33% corporate income tax. Under the PRC Enterprise Income Tax Law, effective from
January 1, 2008, a unified enterprise income tax rate is set at 25% for both domestic enterprises and
foreign-invested enterprises. The PRC Enterprise Income Tax Law and its implementation rules provide
certain relief to enterprises that were established prior to March 16, 2007, including (1) continuously
enjoying the preferential income tax rate during a five-year transition period if such enterprises are
entitled to preferential income tax rate before the effectiveness of the PRC Enterprise Income Tax Law;
(2) continuously enjoying the preferential income tax rate until its expiry if such enterprises are entitled
to tax holidays for a fixed period under the relevant laws and regulations. However, where the
preferential tax treatment has not commenced due to losses or accumulated loss not being fully offset,
such preferential tax treatment shall be deemed to commence from January 1, 2008 and expire on
December 31, 2013. In addition, dividends from PRC subsidiaries to their foreign shareholders will be
subject to a withholding tax at a rate of 10% unless any lower treaty rate is applicable. Under the PRC
Enterprise Income Tax Law and its implementation rules, enterprises established under the laws of
foreign jurisdictions but whose “de facto management body” is located in China are treated as “resident
enterprises” for PRC tax purposes, and will be subject to PRC income tax on their worldwide income.
Dividends from PRC subsidiaries to their foreign shareholders are excluded from such taxable
worldwide income. Under the implementation rules of the PRC Enterprise Income Tax Law, “de facto
management bodies” are defined as bodies that have material and overall management control over the
business, personnel, accounts and properties of an enterprise. There is uncertainty as to how this law and
its implementation rules will be interpreted or implemented by relevant tax bureaus.

In addition, pursuant to the Arrangement between Mainland China and Hong Kong for the
Avoidance of Double Taxation and Prevention of Fiscal Evasion with respect to Taxes on Income A
b R0 Vs R AT B L [ % S T A5 2 B i OB AN 7 L IR B 1 22 BE ), signed on August 21, 2006 and
applicable, in Hong Kong, to income derived in any year of assessment commencing on or after April 1,
2007 and, in Mainland China, to any year commencing on or after January 1, 2006, a company
incorporated in Hong Kong is subject to withholding income tax at a rate of 5% on dividends it receives
from its PRC subsidiaries, if it holds a 25% or more equity interest in each such PRC subsidiary at the
time of the distribution, or 10% if it holds less than a 25% equity interest in that subsidiary. On August
27, 2015, SAT released the Announcement on Promulgating the Administrative Measures for Non-
resident Taxpayers to Enjoy the Treatment Under Taxation Treaties (FA#A (JFJE RANFL N EZH
W T 2 4 A RS ) B8 45 ) effective on November 1, 2015, as amended, which provides that any
non-resident taxpayer meeting requirements for enjoying preferential treatment under the Tax
Conventions or International Transportation Conventions may be entitled to such preferential treatment
himself/herself when filing a tax return or making a withholding declaration through a withholding
agent, subject to the subsequent administration by the tax authorities. On October 14, 2019, SAT issued
the Announcement on Promulgating the Administrative Measures for Non-resident Taxpayers’
Enjoyment of Treaty Benefits (B IE/ERMBIN (E2W e @B EEINE) AL, the SAT
No. 35 Announcement, effective on January 1, 2020 and replace the above announcement. The SAT No.
35 Announcement restates the foregoing and further expressly states that the non-resident taxpayers who
enjoy the treaty benefits shall collect and retain relevant materials for review in accordance with the
provisions of the SAT No. 35 Announcement and accept the follow-up administration of tax authorities.
In addition, on October 29, 2015, SAT issued the Administration Rules for Non-resident Taxpayers to
Enjoy the Treatment Under Taxation Treaties (Trial) <FF/J& R ANBL N 2B & Fr i 8 FERERE (Gl
1T) ), effective on November 1, 2015, which clarifies the responsibility of the relevant tax authorities
to implement the above announcement.

On March 6, 2009, SAT issued the Measures for Dealing with Income Tax of Enterprise Engaged
in Real Estate Development and Operation 57 b i 85 588 S5 A SE T3 BLE IR HEEL )  effective on
January 1, 2008, amended in 2014 and 2018, which specifically stipulates the rules regarding tax
treatment of income and deduction of cost and fees, verification of calculated tax cost and tax treatment
on certain matters of the real estate development enterprise according to the Enterprise Income Tax Law
and its implementation rules.
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Value Added Tax. Under the PRC Interim Regulations on Business Tax 13 A &I H1 ] 4 SE 80
WATIEMBI) of 1994, as amended in 2008, services in mainland China are subject to business tax.
Taxable services include sale of real property in mainland China. Business tax rate is between 3% to
20% depending on the type of services provided. Sale of real properties and other improvements on the
land attract a business tax at the rate of 5% of the turnover of the selling enterprise payable to the
relevant local tax authorities. Pursuant to The Decision of the State Council on Abolishing the PRC
Interim Regulations on Business Tax and Amending the PRC Interim Regulations on Value-Added Tax
R 5 B B B 1k (b3 N R SR AN R 7 SE B AT IR ) A e (b3 A IR SR A0 R (BB AT R 1)) Y
PE) issued and implemented on November 19, 2017 by the State Council, the State Council has
decided to abolish the PRC Interim Regulations on Business Tax and introduced the following
amendments to the PRC Interim Regulations on Value-Added Tax at the same time. Under the PRC
Interim Regulations on Value-Added Tax 13 A\ RILFIEIGEBE 1THMP]) promulgated by the
State Council in December 1993 and amended in November 2008, February 2016 and November 2017,
all units and individuals engaged in the sale of goods, provision of processing, repairs and replacement
services, sales services, intangible properties, real estate, and the importation of goods within the PRC
are taxpayers of the value added tax, and should pay value added tax. value added tax rate is between
3% to 17% depending on the type of taxable sales activities provided. On March 20, 2019, MOF, SAT
and the General Administration of Customs jointly promulgated issued the Announcement on Relevant
Policies for Deepening Value-Added Tax Reform (BRI (ERLCE A BIBORI A )) effective
from April 1, 2019, which stipulates that the VAT rate will be adjusted downward to 13% for general
VAT taxpayers that previously pay VAT at 16% for their taxable sales or imported goods, and to 9% for
those previously subject to 10%.

However, on March 23, 2016, SAT issued Notice on Adjustment of Transforming Business Tax to
Appreciation Tax <P 4 [f 1k B 2 SE B0 0 (BB RCE 1948 1) , implemented on May 1, 2016, which
provides that the sale of self-developed old real estate projects (refers to real estate projects launched
time before April 30, 2016 stating on the construction works commencement permit) by a general
taxpayer among real estate developers shall be subject to a simple tax rate of 5%. Real estate developers
selling real estate project by advance payment will be subject to an appreciation tax of 3% when
receiving advance payment.

Pursuant to the Interim Measures on the Management of Value Added Tax of Self-developed Real
Estate Project by the Sale of Real Estate Developers J75 M B 4% A 25 85 % B 47 BEE 10 )5 Mo T H B
B CE B A7) issued on March 31, 2016 and implemented on May 1, 2016 by SAT, VAT is
payable by real estate developers in the calendar month immediately following receipt of presale
proceeds of real estate self-development in accordance with a given formula. The applicable rate is 11%.
Nevertheless, for developers conducting old real estate projects and who have chosen to apply the
simplified tax method, the simplified rate of 5% will be applied in calculating the prepaid VAT. The
simplified tax method will be applicable for 36 months once chosen.

VAT is payable by taxpayers in the calendar month immediately following receipt of presale
proceeds of real estate self-development in accordance with a given formula. The applicable rate is 11%.
Nevertheless, for taxpayers conducting old real estate projects and who have chosen to apply the
simplified tax method, the simplified rate of 5% will be applied in calculating the prepaid VAT. Once
the simplified tax method is chosen, it will be applicable for 36 months.

Old real estate projects refer to (1) real estate projects with commencement dates of construction
stated in the Construction Permits prior to April 30, 2016, and (2) construction projects with no
commencement dates not stated in the Construction Permits, or construction projects with
commencement dates of construction stated in the construction contracts prior to April 30, 2016, but
have not yet received Construction Permits.

Pursuant to the Circular on Value-Added Tax Policies for Financial, Real Estate Development,

Education Ancillary Service and Other Services <A BHHES: fl ~ [5 b B EE - 207 il B R 5 55 34 (A
BUR B AT jointly issued by SAT and MOF, on December 21,2016, effective on May 1, 2016, except
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for choosing the simplified tax method, when the general taxpayer sells real estate project developed by
itself, the compensation for demolition paid to other companies or individuals upon land acquisition is
permitted to be deducted for the purpose of calculation the sales income. Besides, if a real estate
developer establishes a project company to develop the granted land after paying the land premium, the
project company, for the purpose of calculation the sales income, may deduct the land premium that has
be paid by the real estate developer if fulfilling the relevant requirements of changing the grantee of the
land use right.

Land Appreciation Tax. Under the PRC Interim Regulation on Land Appreciation Tax {713 A &
ILFNE 4 3G (B AT ) promulgated in 1993 and amended in 2011 and its implementation rules
promulgated in 1995, LAT applies to both domestic and foreign investors in real properties in mainland
China, irrespective of whether they are corporate entities or individuals. The tax is payable by a
taxpayer on the appreciation value derived from the transfer of land use rights, buildings or other
facilities on such land, after deducting the “deductible items” that include the following:

° payments made to acquire land use rights;

° costs and charges incurred in connection with the land development;

° construction costs and charges in the case of newly constructed buildings and facilities;

° assessed value in the case of old buildings and facilities;

° taxes paid or payable in connection with the transfer of the land use rights, buildings or other
facilities on such land; and

) other items allowed by the MOF.

The tax rate is progressive and ranges from 30% to 60% of the appreciation value as compared to
the “deductible items” as follows:

Appreciation value LAT rate

Portion not exceeding 50% of deductible items . . ... ................. 30%
Portion over 50% but not more than 100% of deductible items . .......... 40%
Portion over 100% but not more than 200% of deductible items. . ... ...... 50%
Portion over 200% of deductible items. . . ... ... ... ... ... . ... . ... .. 60%

Exemption from LAT is available to the following cases:

° Taxpayers constructing ordinary residential properties for sale (i.e. the residences built in
accordance with the local standard for residential properties used by the general population,
excluding deluxe apartments, villas, resorts and other high-end premises), where the
appreciation amount does not exceed 20% of the sum of deductible items;

° Real estate taken over and repossessed according to laws due to the construction
requirements of the state; and

° Due to redeployment of work or improvement of living standard, transfers by individuals of

originally self-used residential properties, with five years or longer of self-used residence and
with tax authorities’ approval.
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According to a notice issued by the MOF in January 1995, the LAT regulation does not apply to
the following transfers of land use rights:

° real estate transfer contracts executed before January 1, 1994; and

° first time transfers of land use rights and/or premises and buildings during the five years
commencing on January 1, 1994 if the land grant contracts were executed or the development
projects were approved before January 1, 1994 and the capital has been injected for the
development in compliance with the relevant regulations.

After the enactment of the LAT regulations and the implementation rules in 1994 and 1995,
respectively, due to the long period of time typically required for real estate developments and their
transfers, many jurisdictions, while implementing these regulations and rules, did not require real estate
development enterprises to declare and pay the LAT as they did other taxes. Therefore, in order to assist
the local tax authorities in the collection of LAT, the MOF, the SAT, Ministry of Construction and State
Land Administration Bureau separately and jointly issued several notices to reiterate that, after the
assignments are signed, the taxpayers should declare the tax to the local tax authorities where the real
estate is located, and pay the LAT in accordance with the amount as calculated by the tax authority and
within the time period as required. For those who fail to acquire proof as regards the tax paid or the tax
exemption from the tax authorities, the real estate administration authority will not process the relevant
title change procedures, and will not issue the property ownership certificates.

The SAT issued a further notice in July 2002 to require local tax authorities to require prepayment
of LAT on the basis of proceeds from pre-sales of real estate.

In December 2006, the SAT issued a Notice on the Administration of the Settlement of Land
Appreciation Tax of Property Development Enterprises <[ 5 b BH 85 1> 3£ + b 30 (BB 75 54457 3 AT A
A4 A1), which came into effect on February 1, 2007. The notice required settlement of LAT
liabilities by real estate developers. Provincial tax authorities are given authority to formulate their
implementation rules according to the notice and their local situation.

To further strengthen LAT collection, in May 2009, the SAT released the Rules on the
Administration ~ of  the  Settlement of Land  Appreciation  Tax <t 3% (BB 5 H &M
}iFE), which came into force on June 1, 2009.

In May 2010, the SAT issued the Circular on Settlement of Land Appreciation Tax [ + il
EBLEE A BMERMEA) to strengthen the settlement of LAT. The circular clarifies certain issues
with respect to the calculation and settlement of LAT, such as (i) the recognition of the revenue upon
the settlement of LAT; and (ii) the deduction of fees incurred in connection with the property
development.

In May 2010, the SAT issued the Notice on Strengthening the Collection of Land Appreciation
Tax B INoE - Mo (E R B TAERY4E%N), which requires that the minimum LAT prepayment rate
shall be 2% for provinces in the eastern region of China, 1.5% for provinces in the central and
northeastern regions, and 1% for provinces in the western region. According to the notice, the local tax
bureaus shall determine the applicable LAT prepayment rates based on the property type.

Urban Land Use Tax. Pursuant to the PRC Interim Regulations on Land Use Tax in respect of
Urban Land <38 A R AN B 088 + #b i B 175 1) promulgated by the State Council in
September 1988, the land use tax in respect of urban land is levied according to the area of relevant
land. The annual tax on urban land was between RMBO0.2 and RMB10 per square meter. An amendment
by the State Council in December 2006 changed the annual tax rate to between RMB0.6 and RMB30 per
square meter of urban land.
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Buildings Tax. Under the PRC Interim Regulations on Buildings Tax H#E A R ILAIE 75 2 Bl
171491) promulgated by the State Council in September 1986, as amended in January 2011, buildings
tax applicable to domestic enterprises is 1.2%, if it is calculated on the basis of the residual value of a
building, and 12%, if it is calculated on the basis of the rental.

According to the Notice on Issues Relating to Assessment of Buildings Tax against Foreign-
invested Enterprises and Foreign Individuals B %51 & 4 35 K A EE AR N\ 2 Bl A B R RE Y
A, the foreign-invested enterprises, foreign enterprises and foreign individuals are to be levied the
same as domestic enterprises.

Stamp Duty. Under the PRC Interim Regulations on Stamp Duty 3 A RILHIE ENfEBIE 17
541> promulgated by the State Council in August 1988, as amended in January 2011, for property
transfer instruments, including those in respect of property ownership transfers, the duty rate is 0.05% of
the amount stated therein; for permits and certificates relating to rights, including property ownership
certificates and land use rights certificates, stamp duty is levied on an item-by-item basis of RMBS5 per
item.

Municipal Maintenance Tax. Under the PRC Interim Regulations on Municipal Maintenance Tax
Crprdie RS LA (30 I Tl A A R BB AT 1) promulgated by the State Council in 1985, as amended on
January 8, 2011, a taxpayer, whether an individual or otherwise, of a product tax, value-added tax or
business tax is required to pay a municipal maintenance tax, calculated on the basis of product tax,
value-added tax and business tax. The tax rate is 7% for a taxpayer whose domicile is in an urban area,
5% for a taxpayer whose domicile is in a county or a town, and 1% for a taxpayer whose domicile is not
in any urban area or county or town. Under the Circular Concerning Temporary Exemption from
Municipal Maintenance Tax and Education Surcharge For Enterprises with Foreign Investment and
Foreign Enterprises issued by the SAT in February 1994, the municipal maintenance tax is not
applicable to foreign invested enterprises for the time being, until further explicit stipulations are issued
by the State Council.

In October 2010, the State Council issued the Notice on Unification of the Application of
Municipal Maintenance Tax and Education Surcharge by Domestic and Foreign Enterprises and
Individuals B SE— I8 AN & A SEF0R N S0k i 40k o 2 sl Bl A0 208 2 B il BE A28 40 ), pursuant  to
which, from December 1, 2010, a municipal maintenance tax is applicable to both foreign-invested
enterprises, foreign enterprises and foreign individuals, as well as domestic enterprises and
individuals.

Pursuant to the Notice on Relevant Issues of Imposition of Municipal Maintenance and Education
Surcharge on Foreign-invested Enterprises < [B % 4N & b SE RO T 4 58 2 5 B A 20 2 M a B
M FN) promulgated by the MOF and the SAT in November 2010, foreign-invested enterprises must
pay municipal maintenance tax on any value-added tax, consumption tax and business tax incurred on or
after December 1, 2010. However, foreign-invested enterprises will be exempted from municipal
maintenance tax on any value-added tax, consumption tax and business tax incurred before December 1,
2010.

Education Surcharge. Under the Interim Provisions on Imposition of Education Surcharge (X
HEEWMIMME TR E) promulgated by the State Council in April 1986, and amended in 1990,
August 2005 and January 2011, any taxpayer, whether an individual or otherwise, of value-added tax,
business tax or consumption tax is liable for an education surcharge, unless such taxpayer is required to
pay a rural area education surcharge as provided by the Notice of the State Council on Raising Funds
for Schools in Rural Areas. The Education Surcharge rate is 3%, calculated on the basis of consumption
tax, value-added tax and business tax. Under the Circular Concerning Temporary Exemption from
Municipal Maintenance Tax and Education Surcharge For Enterprises with Foreign Investment and
Foreign Enterprises issued by the SAT in February 1994 and the Supplementary Circular Concerning
Imposition of Education Surcharge issued by the State Council in October 1994, the education surcharge
is not applicable to foreign invested enterprises for the time being.
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Pursuant to the aforesaid Unification of Application of Municipal Maintenance Tax and Education
Surcharge by Domestic and Foreign Enterprises and Individuals B %% — K140 & 4 ZE R0 R Ik TT 4k 58
BRI CE 2 N d B A, from December 1, 2010, an education surcharge is applicable to
both foreign-invested enterprises, foreign enterprises and foreign individuals, as well as domestic
enterprises and individuals.

Pursuant to the aforesaid Notice on Relevant Issues of Imposition of Municipal Maintenance and
Education Surcharge on Foreign-invested Enterprises B ¥ 4MN& M ERUSI T EE RPN EFTE
B In A B R RE R 48 A1), foreign-invested enterprises must pay an education surcharge on any value-
added tax, consumption tax and business tax incurred on or after December 1, 2010. However, foreign-
invested enterprises will be exempted from paying an education surcharge on any value-added tax,
consumption tax and business tax incurred before December 1, 2010.
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MANAGEMENT

The following table sets forth certain information with respect to our directors and senior
management as of the date of this offering memorandum:

Name Title
HuiKaYan ................ Chairman
He Miaoling . . . ............. Director
Zhao Changlong . .. .......... Director
Ji Xingshun . ......... ... ... Supervisor
Zhen Litao . . . . ............. Executive President, Legal Representative
Liang Weikang . . .. ... ... .. .. Executive Vice President
Lin Manjun . ............... Vice President
Liu Xuefei . . . .............. Vice President
Zhou Yingqiu . .............. Vice President
Ju Zhiming. . .. ....... ... ... Vice President
Directors

Our board of directors consists of 3 directors. The powers and duties of our board include:

° convening shareholders’ meetings and reporting the board’s work at the shareholders’

meetings;
° implementing the resolutions passed at the shareholders’ meetings;
° determining our business plans and investment plans;
° formulating our annual budget and final accounts;

° formulating our proposals for profit distributions and for the increase or reduction of our
share capital; and

° exercising other powers, functions and duties as conferred by our memorandum and articles
of association.

We have entered into service contracts with each of our directors.

We operate our business in a centralized manner. Our corporate headquarters maintain overall
control in management and operations of all our subsidiaries. The directors of our various project
companies are appointed by our corporate headquarters primarily on the basis of their business expertise,
management skills and local knowledge and for the purpose of complying with the various local PRC
administrative requirements. These project company directors have limited powers and are required to
report to and seek approvals from our headquarters on matters of significance. Our centralized corporate
structure frees our senior executives up from the day-to-day administrative functions of our subsidiaries
and allow them to focus on our overall business development and operations.

A description of the business experience and present employment of each of our directors is
provided below.

Directors
Hui Ka Yan (FFZf]), aged 61, is the chairman of the board of directors. Dr. Hui is responsible

for organizing the overall development strategies of the Group. He has over 31 years of experience in
real estate investment, property development and corporate management. Currently, Dr. Hui is a member
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of the 11th National Committee of the Chinese People’s Political Consultative Conference and a member
of the standing committee of the 12th and 13th National Committee and also the vice-chairman of the
China Enterprise Confederation, China Enterprise Directors Association and China Real Estate
Association. He was accredited as a “National Model Worker” (one of the highest civilian honors in
China) by the State Council. He graduated from Wuhan University of Science and Technology in 1982,
and was awarded an honorary doctorate degree in commerce by the University of West Alabama in
2008. Dr. Hui has been a professor in management in Wuhan University of Science and Technology
since 2003 and was appointed as doctoral tutor of that university in 2010.

He Miaoling ({J##2), aged 54, is a director of the Company. Ms. He has more than 29 years of
experience in marketing strategies and brand promotion in the property industry. She joined us in
August 1997. Ms. He is currently responsible for our real estate projects marketing management and
business administration. She graduated from South China University of Technology with a bachelor’s
degree in applied mathematics in 1989 and received a master’s degree in engineering management in
2011.

Zhao Changlong (# R BE), aged 55, is a director of the Company. Mr. Zhao has more than 32
years of experience in project development and operational management. He joined us since 1998 and he
holds a bachelor’s degree in engineering.

Supervisor

Ji Xingshun (Z % Jl), aged 46, is a supervisor of the Company. Mr. Ji has more than 25 years of
experience in economics and funds management. He joined us in 2003 and he holds a master’s degree.

Senior management

Zhen Litao (B 8), aged 51, is our executive president and legal representative. Mr. Zhen is
responsible for the daily management of the Company. He has over 27 years of experience in
development, operation and management of real estate projects. He joined us in 2009. Mr. Zhen holds a
master’s degree in business management and is a registered PRC constructor and senior engineer.

Liang Weikang (R 1£E), aged 50, is our executive vice president. Mr. Liang is responsible for the
management and supervision of our projects. He has more than 26 years of experience in development,
operation and management of real estate projects. Mr. Liang joined us in 2003. Mr. Liang holds a
master’s degree in engineering management.

Lin Manjun (#£81%), aged 49, is our vice president. Mr. Lin is responsible for overseeing
construction bidding, contracts and budgeting accounts during the development and construction process
of our real estate projects. He has over 26 years of experience in construction design and management of
the tendering and bidding process. He joined us in 2003. He holds a degree in architecture.

Liu Xuefei (2/Z7%), aged 44, is our vice president. Ms. Liu is responsible for the sales and
commercial management of the Company. She has over 21 years of experience in management of
marketing strategies of real estate projects. She joined us in 2004 and she holds a master’s degree in
business administration.

Zhou Yingqiu (/ABRF), aged 45, is our vice president, responsible for the development,
supervision and management of projects and land grant contracts. Ms. Zhou has more than 20 years of
experience in real estate investment and management. She joined us in 2002 and she holds a master’s
degree in engineering management.

Ju Zhiming (#E ), aged 48, is our vice president. Mr. Ju is responsible for the financial

operation and management of the Company with over 25 years of experience. Mr. Ju joined us in 2003
and he holds a bachelor’s degree in accounting.
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SUBSTANTIAL SHAREHOLDERS

The following table sets forth certain information regarding ownership of our outstanding shares as
of the date of this offering memorandum by those persons who beneficially own more than 5% of our
outstanding shares and underlying shares, as recorded in the register maintained by us.

Approximately

shareholding
Name of Shareholder percentage (%)
Guangzhou Kailong Real Estate Company Limited (J& /T 5LFE & 34 R A 63.5
Jiahui Global Investments Limited (3 SRR E AR AFHD ... ... .. 5.9
Shandong Highway™®. . . ... ... ... . ... ... 5.7

Notes:

(1)  co-owned by Shenzhen Huajian Holding Co., Ltd. (EYITT #EH LKA A H) and Shenzhen Jiancheng Investment
Co., Lud. (RYITH ST EATFRA ).

(2)  co-owned by Shandong Highway Investment Group Co., Ltd. (LLIH & E B A R F), Shandong Highway
Resource Development Management Group Co., Ltd. (1L 2 & B a4 M AE M G BR/A ), Jinan Changying
Jincheng Equity Investment LLP (%515 & f AR E 5B B EE M A54)) and Shandong Railway Development
Fund Co., Ltd. (115883 58 7 5L A7 BRA AD).
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RELATED PARTY TRANSACTIONS

The following table sets forth certain material transactions between us and our related parties for
the periods indicated:

Year ended December 31, Six months ended June 30,
2016 2017 2018 2018 2019
RMB RMB RMB Us$ RMB RMB US$
million million million million million million million
(unaudited) (unaudited) (unaudited) (unaudited)
Due from related parties") — total. . . . . . . 2,619 4235 15852 2309 14,305 17.214 2,508
Due to related parties’” — total . . ... ... 29,017 475 9,801 1428 6,616 22349 3255
Revenue
— Sales of goods to related parties . . . . 447 1,100 1,016 148 529 221 32
— Provision of services to related parties. 332 282 1,679 245 624 1,134 165
— Interest income from finance leases . . 9 26 20 3 15 285 42
— Rental income from related parties . . . 17 58 144 21 127 123 18
305 1,466 2,859 416 1,295 1,763 257
Cost
— Interest cost from acceptance of
borrowings . . ... ... ... ... 232 659 747 109 796 546 80
— Receiving of services from related
parties. . . ... 300 311 397 58 180 233 34
— Purchase of goods from related parties 303 5 15 2 4 18 3
— Remuneration of key management . . . 184 204 246 36 132 87 13
— Rental expenses. . .. ........... 24 50 75 11 34 27 4
1,043 1,229 1,480 216 1,146 911 133
Note:

() The balances are cash in advance in nature and are unsecured, interest-free and repayable on demand.

See Note 8 to the Company’s unaudited condensed consolidated financial information as of and for
the six months ended June 30, 2019 and Note 11 to the Company’s audited consolidated financial
statements as of and for the years ended December 31, 2017 and 2018 included elsewhere in the
offering memorandum for further details.
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DESCRIPTION OF MATERIAL INDEBTEDNESS AND OTHER OBLIGATIONS

To fund our existing property projects and to finance our working capital requirements, we have
entered into financing agreements with various financial institutions, such as banks, financial limited
companies, trust companies and assets management companies. As of June 30, 2019, our total external
borrowings amounted to RMB579,144 million (US$84,362 million). Set forth below is a summary of the
material terms and conditions of these loans and other indebtedness. See “Risk Factors — Risks
Relating to Our Business — If we are unable to comply with the restrictions and covenants in our debt
agreements or the Indentures, there could be a default under the terms of these agreements or the
Indentures, which could cause repayment of our debt to be accelerated.”

Project Loan Agreements

Certain of our PRC subsidiaries have entered into loan agreements or entrusted loan agreements
with various PRC banks and financial limited companies. The banks include, but are not limited to,
China CITIC Bank, The Agricultural Bank of China, Industrial and Commercial Bank of China
(“ICBC”), China Minsheng Bank, China Everbright Bank, Postal Savings Bank of China, Bank of
China, and Industrial Bank Co., Ltd. These loans are project loans to finance the construction of our
projects and have terms ranging from 24 months to 60 months, which generally correspond to the
construction periods of the particular projects. As of June 30, 2019, the aggregate outstanding amount
under these project loans totaled approximately RMB193,973 million (US$28,255 million), RMB72,090
million (US$10,501 million) of which was due within one year and RMB121,883 million (US$17,754
million) of which was due between one and five years. Subsequent to June 30, 2019, we entered into
additional project loan agreements in the ordinary course of business to finance our operations.

Our project loans are typically secured by land use rights, properties and pledges over shares and
assets of such project companies, as well as guaranteed by certain of our other PRC subsidiaries. The
Notes, the Parent Guarantee, the Subsidiary Guarantees and JV Subsidiary Guarantees (if any) will be
structurally subordinated to these loans and any other indebtedness incurred by our PRC Subsidiaries.

Interest

The principal amounts outstanding under the project loans generally bear interest at floating rates
calculated by reference to the relevant bank’s benchmark interest rate per annum. Floating interest rates
generally are subject to review by the lending banks annually. Interest payments are payable either
monthly or quarterly and must be made on each payment date as provided in the particular loan
agreement. As of June 30, 2019, the weighted average interest rate on the aggregate outstanding amount
of our project loans was 6.7% per annum.

Covenants

Under these project loans, many of our subsidiary borrowers have agreed, among other things, not
to take the following actions without first obtaining the relevant lenders’ prior consent:

° create encumbrances on any part of their property or assets or deal with their assets in a way
that may adversely affect their ability to repay their loans;

° grant guarantees to any third parties that may adversely affect their ability to repay their
loans;

° make any major changes to their corporate structures, such as entering into joint ventures,
mergers and acquisitions and reorganizations;

° alter the nature or scope of their business operations in any material respect;
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° incur additional debts that may adversely affect the ability to repay loans; and
° transfer part or all of their liabilities under the loans to a third party.
Events of Default

The project loans contain certain customary events of default, including insolvency and breaches of
the terms of the loan agreements. The banks are entitled to terminate their respective agreements and/or
demand immediate repayment of the loans and any accrued interest upon the occurrence of an event of
default.

Guarantee and Security

Certain of our PRC subsidiaries and our Company have entered into guarantee agreements with the
PRC financial institutions in connection with some of the project loans pursuant to which these
subsidiaries and our Company have guaranteed all liabilities of the subsidiary borrowers under these
project loans. Under certain guarantee agreements, we must obtain the bank’s approval before such
guarantors can engage in debt financing and equity financing through direct financing markets, and any
selling, gifting, leasing, transferring, mortgaging, pledging and other methods of disposal of part or all
of its material assets.

Dividend Restrictions

Pursuant to the project loans with certain PRC financial institutions, some of our PRC subsidiaries
also agreed not to distribute any dividend, including, but not limited to:

° before the principal amount of and accrued interest on the relevant project loan have been
fully paid;

° if the distribution is more than 30% of after-tax net profit of the current year or more than
20% of all the undistributed profits; or

° if the borrower’s after-tax profit is nil or negative.
Trust Financing Agreements

From time to time, we may enter into financing arrangements with trust companies pursuant to
which we receive financing from trust companies in the PRC. Upon the receipt of the financed amount
from a trust company, we may transfer the title to less than 50% of the shares in one of our PRC
subsidiaries and pledge the remaining shares of such subsidiary. Alternatively, we may pledge 100% of
the shares of such subsidiary without transferring title to any such shares. These trust financing
arrangements are typically guaranteed by the Company and/or certain PRC subsidiaries and/or are
mortgaged by land use rights and/or buildings and have a term of 1-2 years, at the end of which, we
will repay the financed amount. Upon such repayment, the trust company will transfer back to us the
title to all of the shares of the relevant subsidiary. We typically have an option for early repayment of
the financed amount after a specified period of time. These financing agreements contain customary
events of default, including non-payment of principal or interest and breaches of the terms of the
agreement. Certain trust financing agreements contain provision of dividend restriction. If an event of
default has occurred, the trust company may, with prior notice, exercise its rights to realize the security
held under the share pledge and/or the mortgage and demand payment from our Company or our PRC
subsidiaries as guarantor of the financed amount. As of June 30, 2019, the aggregate outstanding amount
(excluding interest) under these financing arrangements totaled approximately RMB235,146 million
(US$34,253 million).
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Financial Guarantees
Customer Guarantees

In line with industry practice, we provide guarantees to mortgagee banks in respect of mortgage
loans taken out by purchasers of our properties. Such guarantee obligations typically terminate upon the
delivery of the relevant property ownership certificates on the underlying property to the bank. As of
June 30, 2019, the aggregate outstanding amount guaranteed was RMB406,093 million (US$59,154
million).

Guarantees for Borrowings of Cooperation Parties and joint ventures

We also provide guarantees for certain of our cooperation parties, who are mainly construction
subcontractors that are independent third parties and joint ventures, to obtain borrowings after assessing
their credit history. As of June 30, 2019, the guarantees for borrowings of cooperation parties amounted
to RMB8,985 million (US$1,309 million), and the guarantees for borrowings of joint ventures amounted
to RMB20,955 million (US$3,052 million).

Commitments for Property Development Expenditure

As of June 30, 2019, we have contracted but not provided for the following commitments for
property development expenditure: (1) property development activities of RMB223,030 million
(US$32,488 million), (2) acquisition of land use rights of RMB51,605 million (US$7,517 million) and
(3) acquisition of subsidiaries and equity investment of RMB1,990 million (US$290 million).

PRC Corporate Bonds

On June 19, 2015, the Company issued 5.38%, five-year public PRC corporate bonds with an
aggregated principal amount of RMB5,000 million at 100% of the face value. As of January 21, 2020,
outstanding balance of these bonds is RMB2,024 million.

On July 7, 2015, the Company issued 6.98%, seven-year PRC corporate bonds with an aggregated
principal amount of RMB8,200 million at 100% of the face value.

On October 16, 2015, the Company issued 7.38%, five-year non-public PRC corporate bonds with
an aggregated principal amount of RMB17,500 million and 7.88%, five-year PRC corporate bonds with
an aggregated principal amount of RMB2,500 million at 100% of the face value. As of January 21,
2020, the outstanding balance of these two series of bonds is RMB8,083 million and RMB2,500 million,
respectively.

On May 6, 2019, the Company issued 6.27%, four-year public PRC corporate bonds with an
aggregated principal amount of RMB15.0 billion and 6.80%, five-year public PRC corporate bonds with
an aggregate principal amount of RMB5.0 billion at 100% of the face value.

On January 8, 2020, the Company issued 6.98%, three-year public PRC corporate bonds with an
aggregated principal amount of RMB4.5 billion at 100% of the face value.

Except for the PRC corporate bonds amounting to RMB2,500 million issued on October 16, 2015,

other PRC corporate bonds contain the early redemption options. Early redemption options are regarded
as embedded derivatives not closely related to the host contract.
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OFFSHORE FINANCING
The 2020 Notes

On November 6, 2018, the Issuer entered into an indenture (the “2020 Indenture’), pursuant to
which the Issuer issued an aggregate principal amount of US$565,000,000 11.0% senior notes due 2020
(the “Original 2020 Notes”) on November 6, 2018 and an aggregate principal amount of
US$1,000,000,000 11.0% additional notes (together with the Original 2020 Notes, the “2020 Notes”)
on November 23, 2018. The 2020 Notes are listed on the SGX-ST.

As of the date of this offering memorandum, we had a total amount of US$1,565,000,000 principal
amount of the 2020 Notes outstanding.

Guarantee

The obligations pursuant to the 2020 Notes are guaranteed by Tianji Holding Limited (“Tianji” or
the “2020 Parent Guarantor”) and certain existing subsidiaries of Tianji (the “2020 Subsidiary
Guarantors”), other than those organized under the laws of the PRC and certain other subsidiaries
specified under the 2020 Indenture. We refer to these guarantees as the 2020 Parent Guarantees and the
2020 Subsidiary Guarantees. Under certain circumstances and subject to certain conditions, a subsidiary
of Tianji may instead provide a limited-recourse guarantee, or the 2020 JV Subsidiary Guarantee. We
refer to the subsidiaries providing a 2020 JV Subsidiary Guarantee as 2020 JV Subsidiary Guarantors.

Each of the 2020 Parent Guarantor, 2020 Subsidiary Guarantors and 2020 JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due and punctual payment of the principal,
any premium, and interest on, and all other amounts payable under the 2020 Notes.

Keepwell and EIPU

The obligations pursuant to the 2020 Notes have the benefit of a keepwell and equity interest
purchase agreement from the Company.

Interest

The 2020 Notes bear an interest rate of 11.0% per annum. Interest is payable semi-annually in
arrears.

Covenants

Subject to certain conditions and exceptions, the 2020 Indenture, the 2020 Parent Guarantee and
each of the related 2020 Subsidiary Guarantees contain certain covenants, restricting us and each of the
related restricted subsidiaries from, among other things:

° incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

° declaring dividends on its capital stock or purchase or redeem capital stock;

° making investments or other specified restricted payments;

° issuing or selling capital stock of restricted subsidiaries;

° guaranteeing indebtedness of restricted subsidiaries;

° selling assets;
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° creating liens;
° entering into sale and leaseback transactions;

° entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

° entering into transactions with shareholders or affiliates; and
° effecting a consolidation or merger.
Events of default

The 2020 Indenture contains certain customary events of default, including default in the payment
of principal or of any premium on the 2020 Notes when such payments become due and payable, default
in payment of interest which continues for 30 consecutive days, and other events of default substantially
similar to the Events of Default under the 2020 Indenture. If an event of default occurs and is
continuing, the trustee under the 2020 Indenture or the holders of at least 25% of the outstanding 2020
Notes may declare the principal of the 2020 Notes plus a premium and any accrued and unpaid interest
to be immediately due and payable. Upon the occurrence of certain specified events of default, the
principal of, premium (if any), and accrued and unpaid interest on the outstanding 2020 Notes will
automatically become and be immediately due and payable without any declaration or other act on the
part of the trustee or any holder.

Change of control

Upon the occurrence of certain events of change of control and a rating decline, the Issuer will
make an offer to repurchase all outstanding 2020 Notes at a purchase price equal to 101% of their
principal amount plus any accrued and unpaid interest, if any, to the date of repurchase.

Maturity and redemption
The maturity of the 2020 Notes is November 6, 2020.

At any time prior to November 6, 2020, the Issuer may at our option redeem the 2020 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the 2020 Notes
redeemed plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not
including), the redemption date.

At any time and from time to time prior to November 6, 2020, the Issuer may, with the proceeds
from sales of certain types of the Company’s shares, redeem up to 35% of the aggregate principal
amount of the 2020 Notes at a redemption price equal to 111.0% of the principal amount of the 2020
Notes, plus any accrued and unpaid interest, if any, to the redemption date, provided that at least 65% of
the aggregate principal amount of the 2020 Notes originally issued remains outstanding after each such
redemption and any such redemption takes place within 60 days of the closing of the related sale of the
Company’s shares and subject to certain conditions.

The 2022 Notes

On November 6, 2018, the Issuer entered into an indenture (the “2022 Indenture’), pursuant to
which the Issuer issued an aggregate principal amount of US$645,000,000 13.0% Senior Notes due 2022
(the “2022 Notes™). The 2022 Notes are listed on the SGX-ST.

As of the date of this offering memorandum, we had a total amount of US$645,000,000 principal
amount of the 2022 Notes outstanding.
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Guarantee

The obligations pursuant to the 2022 Notes are guaranteed by Tianji (the *“2022 Parent
Guarantor™) and certain existing subsidiaries of Tianji (the “2022 Subsidiary Guarantors”), other
than those organized under the laws of the PRC and certain other subsidiaries specified under the 2022
Indenture. We refer to these guarantees as the 2022 Parent Guarantees and the 2022 Subsidiary
Guarantees. Under certain circumstances and subject to certain conditions, a subsidiary of Tianji may
instead provide a limited-recourse guarantee, or the 2022 JV Subsidiary Guarantee. We refer to the
subsidiaries providing a 2022 JV Subsidiary Guarantee as 2022 JV Subsidiary Guarantors.

Each of the 2022 Parent Guarantor, 2022 Subsidiary Guarantors and 2022 JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due and punctual payment of the principal,
any premium, and interest on, and all other amounts payable under the 2022 Notes.

Keepwell and EIPU

The obligations pursuant to the 2022 Notes have the benefit of a keepwell and equity interest
purchase agreement from the Company.

Interest

The 2022 Notes bear an interest rate of 13.0% per annum. Interest is payable semi-annually in
arrears.

Covenants

Subject to certain conditions and exceptions, the 2022 Indenture, the 2022 Parent Guarantee and
each of the related 2022 Subsidiary Guarantees contain certain covenants, restricting us and each of the
related restricted subsidiaries from, among other things:

° incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

° declaring dividends on its capital stock or purchase or redeem capital stock;

° making investments or other specified restricted payments;

° issuing or selling capital stock of restricted subsidiaries;

° guaranteeing indebtedness of restricted subsidiaries;

° selling assets;

° creating liens;

° entering into sale and leaseback transactions;

° entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

° entering into transactions with shareholders or affiliates; and

° effecting a consolidation or merger.
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Events of default

The 2022 Indenture contains certain customary events of default, including default in the payment
of principal or of any premium on the 2022 Notes when such payments become due and payable, default
in payment of interest which continues for 30 consecutive days, and other events of default substantially
similar to the Events of Default under the 2022 Indenture. If an event of default occurs and is
continuing, the trustee under the 2022 Indenture or the holders of at least 25% of the outstanding 2022
Notes may declare the principal of the 2022 Notes plus a premium and any accrued and unpaid interest
to be immediately due and payable. Upon the occurrence of certain specified events of default, the
principal of, premium (if any), and accrued and unpaid interest on the outstanding 2022 Notes will
automatically become and be immediately due and payable without any declaration or other act on the
part of the trustee or any holder.

Change of control

Upon the occurrence of certain events of change of control and a rating decline, the Issuer will
make an offer to repurchase all outstanding 2022 Notes at a purchase price equal to 101% of their
principal amount plus any accrued and unpaid interest, if any, to the date of repurchase.

Maturity and redemption
The maturity of the 2022 Notes is November 6, 2022.

On or after November 6, 2020, the Issuer may on any one or more occasions redeem all or any
part of the 2022 Notes, at the redemption prices (expressed as percentages of principal amount) set forth
below, plus accrued and unpaid interest, if any, on the 2022 Notes redeemed, to (but not including) the
applicable date of redemption, if redeemed during the twelve-month period beginning on November 6 of
the years indicated below:

Year Redemption Price
2020 . L 106.5%
2021 and thereafter . . . . . . . . . . e 103.25%

At any time prior to November 6, 2020, the Issuer may at our option redeem the 2020 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the 2022 Notes
redeemed plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not
including), the redemption date.

At any time and from time to time prior to November 6, 2020, the Issuer may, with the proceeds
from sales of certain types of the Company’s shares, redeem up to 35% of the aggregate principal
amount of the 2022 Notes at a redemption price equal to 113.0% of the principal amount of the 2022
Notes, plus any accrued and unpaid interest, if any, to the redemption date, provided that at least 65% of
the aggregate principal amount of the 2022 Notes originally issued remains outstanding after each such
redemption and any such redemption takes place within 60 days of the closing of the related sale of the
Company’s shares and subject to certain conditions.

The 2023 Notes

On November 6, 2018, the Issuer entered into an indenture (the “2023 Indenture’), pursuant to
which the Issuer issued an aggregate principal amount of US$590,000,000 13.75% Senior Notes due
2023 (the “2023 Notes™). The 2023 Notes are listed on the SGX-ST.

As of the date of this offering memorandum, we had a total amount of US$590,000,000 principal
amount of the 2023 Notes outstanding.
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Guarantee

The obligations pursuant to the 2023 Notes are guaranteed by Tianji (the *“2023 Parent
Guarantor™) and certain existing subsidiaries of Tianji (the “2023 Subsidiary Guarantors”), other
than those organized under the laws of the PRC and certain other subsidiaries specified under the 2023
Indenture. We refer to these guarantees as the 2023 Parent Guarantees and the 2023 Subsidiary
Guarantees. Under certain circumstances and subject to certain conditions, a subsidiary of Tianji may
instead provide a limited recourse guarantee, or the 2023 JV Subsidiary Guarantee. We refer to the
subsidiaries providing a 2023 JV Subsidiary Guarantee as 2023 JV Subsidiary Guarantors.

Each of the 2022 Parent Guarantor, 2023 Subsidiary Guarantors and 2023 JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due and punctual payment of the principal,
any premium, and interest on, and all other amounts payable under the 2023 Notes.

Keepwell and EIPU

The obligations pursuant to the 2023 Notes have the benefit of a keepwell and equity interest
purchase agreement from the Company.

Interest

The 2023 Notes bear an interest rate of 13.75% per annum. Interest is payable semi-annually in
arrears.

Covenants

Subject to certain conditions and exceptions, the 2023 Indenture, the 2023 Parent Guarantee and
each of the related 2023 Subsidiary Guarantees contain certain covenants, restricting us and each of the
related restricted subsidiaries from, among other things:

° incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

° declaring dividends on its capital stock or purchase or redeem capital stock;

° making investments or other specified restricted payments;

° issuing or selling capital stock of restricted subsidiaries;

° guaranteeing indebtedness of restricted subsidiaries;

° selling assets;

° creating liens;

° entering into sale and leaseback transactions;

° entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

° entering into transactions with shareholders or affiliates; and

° effecting a consolidation or merger.
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Events of default

The 2023 Indenture contains certain customary events of default, including default in the payment
of principal or of any premium on the 2023 Notes when such payments become due and payable, default
in payment of interest which continues for 30 consecutive days, and other events of default substantially
similar to the Events of Default under the 2023 Indenture. If an event of default occurs and is
continuing, the trustee under the 2023 Indenture or the holders of at least 25% of the outstanding 2023
Notes may declare the principal of the 2023 Notes plus a premium and any accrued and unpaid interest
to be immediately due and payable. Upon the occurrence of certain specified events of default, the
principal of, premium (if any), and accrued and unpaid interest on the outstanding 2023 Notes will
automatically become and be immediately due and payable without any declaration or other act on the
part of the trustee or any holder.

Change of control

Upon the occurrence of certain events of change of control and a rating decline, the Issuer will
make an offer to repurchase all outstanding 2023 Notes at a purchase price equal to 101% of their
principal amount plus any accrued and unpaid interest, if any, to the date of repurchase.

Maturity and redemption
The maturity of the 2023 Notes is November 6, 2023.

On or after November 6, 2021, the Issuer may on any one or more occasions redeem all or any
part of the 2023 Notes, at the redemption prices (expressed as percentages of principal amount) set forth
below, plus accrued and unpaid interest, if any, on the 2023 Notes redeemed, to (but not including) the
applicable date of redemption, if redeemed during the twelve-month period beginning on November 6 of
the years indicated below:

Year Redemption Price
2020 . L 106.875%
2021 and thereafter . . . . . . . . . . e 103.4375%

At any time prior to November 6, 2021, the Issuer may at our option redeem the 2023 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the 2023 Notes
redeemed plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not
including), the redemption date.

At any time and from time to time prior to November 6, 2021, the Issuer may, with the proceeds
from sales of certain types of the Company’s shares, redeem up to 35% of the aggregate principal
amount of the 2023 Notes at a redemption price equal to 113.75% of the principal amount of the 2023
Notes, plus any accrued and unpaid interest, if any, to the redemption date, provided that at least 65% of
the aggregate principal amount of the 2023 Notes originally issued remains outstanding after each such
redemption and any such redemption takes place within 60 days of the closing of the related sale of the
Company’s shares and subject to certain conditions.

The 2021 Notes

On March 6, 2019, the Issuer entered into an indenture (the “2021 Indenture”), pursuant to which
the Issuer issued an aggregate principal amount of US$600,000,000 9.0% senior notes due 2021 (the
“2021 Notes’’). The 2021 Notes are listed on the SGX-ST.

As of the date of this Offering Memorandum, we had a total amount of US$600,000,000 principal
amount of the 2021 Notes outstanding.
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Guarantee

The obligations pursuant to the 2021 Notes are guaranteed by Tianji (the *“2021 Parent
Guarantor™) and certain existing subsidiaries of Tianji (the “2021 Subsidiary Guarantors”), other
than those organized under the laws of the PRC and certain other subsidiaries specified under the 2021
Indenture. We refer to these guarantees as the 2021 Parent Guarantees and the 2021 Subsidiary
Guarantees. Under certain circumstances and subject to certain conditions, a subsidiary of Tianji may
instead provide a limited-recourse guarantee, or the 2021 JV Subsidiary Guarantee. We refer to the
subsidiaries providing a 2021 JV Subsidiary Guarantee as 2021 JV Subsidiary Guarantors.

Each of the 2021 Parent Guarantor, 2021 Subsidiary Guarantors and 2021 JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due and punctual payment of the principal,
any premium, and interest on, and all other amounts payable under the 2021 Notes.

Keepwell and EIPU

The obligations pursuant to the 2021 Notes have the benefit of a keepwell and equity interest
purchase agreement from the Company.

Interest

The 2021 Notes bear an interest rate of 9.0% per annum. Interest is payable semi-annually in
arrears.

Covenants

Subject to certain conditions and exceptions, the 2021 Indenture, the 2021 Parent Guarantee and
each of the related 2021 Subsidiary Guarantees contain certain covenants, restricting us and each of the
related restricted subsidiaries from, among other things:

° incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

° declaring dividends on its capital stock or purchase or redeem capital stock;

° making investments or other specified restricted payments;

° issuing or selling capital stock of restricted subsidiaries;

° guaranteeing indebtedness of restricted subsidiaries;

° selling assets;

° creating liens;

° entering into sale and leaseback transactions;

° entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

° entering into transactions with shareholders or affiliates; and

° effecting a consolidation or merger.
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Events of default

The 2021 Indenture contains certain customary events of default, including default in the payment
of principal or of any premium on the 2021 Notes when such payments become due and payable, default
in payment of interest which continues for 30 consecutive days, and other events of default substantially
similar to the Events of Default under the 2021 Indenture. If an event of default occurs and is
continuing, the trustee under the 2021 Indenture or the holders of at least 25% of the outstanding 2021
Notes may declare the principal of the 2021 Notes plus a premium and any accrued and unpaid interest
to be immediately due and payable. Upon the occurrence of certain specified events of default, the
principal of, premium (if any), and accrued and unpaid interest on the outstanding 2021 Notes will
automatically become and be immediately due and payable without any declaration or other act on the
part of the trustee or any holder.

Change of control

Upon the occurrence of certain events of change of control and a rating decline, we will make an
offer to repurchase all outstanding 2021 Notes at a purchase price equal to 101% of their principal
amount plus any accrued and unpaid interest, if any, to the date of repurchase.

Maturity and redemption
The maturity of the 2021 Notes is March 6, 2021.

At any time prior to March 6, 2021, the Issuer may at our option redeem the 2021 Notes, in whole
but not in part, at a redemption price equal to 100% of the principal amount of the 2021 Notes redeemed
plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not including), the
redemption date.

At any time and from time to time prior to March 6, 2021, we may, with the proceeds from sales
of certain types of the Company’s shares, redeem up to 35% of the aggregate principal amount of the
2021 Notes at a redemption price equal to 109.0% of the principal amount of the 2021 Notes, plus any
accrued and unpaid interest, if any, to the redemption date, provided that at least 65% of the aggregate
principal amount of the 2021 Notes originally issued remains outstanding after each such redemption
and any such redemption takes place within 60 days of the closing of the related sale of the Company’s
shares and subject to certain conditions.

Offshore facility agreements

We have entered into various facility agreements with offshore banks and financial institutions.
Such offshore facilities are typically secured by onshore standby letters of credit and contain customary
covenants and restrictions including, amongst others, negative pledge on assets (with certain
exemptions), financial covenants including consolidated tangible net worth, consolidated net borrowings
and interest coverage ratios. These offshore facility agreements also contain certain customary events of
default, including non-payment of principal or interest, cross default, insolvency and breaches of its
terms. If an event of default occurs, all amounts outstanding including all interest accrued thereon may
become immediately due and payable.
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DESCRIPTION OF 2022 NOTES

For purposes of this ‘“Description of 2022 Notes” the term “Issuer” refers only to Scenery
Journey Limited (FEAFR/AH]), and any successor obligor on the Notes. Hengda Real Estate Group
Co., Ltd. (THRKHbEE B A BR/AF]) is referred to as the “Company.” Tianji Holding Limited, which
guarantees the Notes is referred to as the “Parent” and such guarantee is referred to as the “Parent
Guarantee.” Each subsidiary of the Company (other than the Parent) which guarantees the Notes is
referred to as a “Subsidiary Guarantor” and each such guarantee is referred to as a “Subsidiary
Guarantee.” Each subsidiary of the Company that in the future provides a “JV Subsidiary
Guarantee” (as defined herein) is referred to as a “JV Subsidiary Guarantor.”

The Notes are to be issued under an indenture (the “Indenture”), to be dated as of the Original
Issue Date, among the Company, the Issuer, the Parent and the Subsidiary Guarantors, as guarantors,
and Citicorp International Limited, as trustee (the “Trustee’).

The following is a summary of certain provisions of the Indenture, the Notes, the Parent
Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any). This summary does not
purport to be complete and is qualified in its entirety by reference to all of the provisions of the
Indenture, the Notes, the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees
(if any). It does not restate those agreements in their entirety. Whenever particular sections or defined
terms of the Indenture not otherwise defined herein are referred to, such sections or defined terms are
incorporated herein by reference. Copies of the Indenture will be available for inspection upon prior
request during usual business hours on any weekday (except public holidays) on or after the Original
Issue Date at the corporate trust office of the Trustee at 20/F, Citi Tower, One Bay East, 83 Hoi Bun
Road, Kwun Tong, Kowloon.

The Notes:
° are general obligations of the Issuer;

° are senior in right of payment to any existing and future obligations of the Issuer expressly
subordinated in right of payment to the Notes;

° are at least pari passu in right of payment with all the unsecured, unsubordinated
Indebtedness of the Issuer, including the Existing Notes;

° are guaranteed by the Parent, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if
any) on a senior basis, subject to the limitations described below under the section entitled
“— The Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees” and
in the section entitled “Risk Factors — Risks Relating to the Parent Guarantee, Subsidiary
Guarantees and the JV Subsidiary Guarantees;”

° will benefit from a keepwell and equity interest purchase undertaking (the “Keepwell and
EIPU”) to be entered into by the Company, the Parent, the Issuer and the Trustee in favor of
the Trustee and the Holders, unless released in accordance with the Indenture;

° are effectively subordinated to the secured obligations of the Parent, the Issuer, the
Subsidiary Guarantors and the JV Subsidiary Guarantors (if any), to the extent of the value of

the assets serving as security therefor; and

° are effectively subordinated to all existing and future obligations of the Non-Guarantor
Subsidiaries.
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The Issuer will initially issue US$2,000,000,000 in aggregate principal amount of the Notes, which
will mature on October 24, 2022 unless earlier redeemed pursuant to the terms thereof and the
Indenture. The Indenture allows additional Notes to be issued from time to time, subject to certain
limitations described under the section entitled “— Further Issues.” Unless the context requires
otherwise, references to the “Notes” for all purposes of the Indenture and this “Description of 2022
Notes” include any Additional Notes that are actually issued. The Notes will bear interest at 11.5% per
annum from the Original Issue Date or from the most recent interest payment date to which interest has
been paid or duly provided for, payable semiannually in arrears on January 24 and July 24 of each year,
commencing July 24, 2020 except that the last interest period will be from and including July 24, 2022
to but excluding October 24, 2022 (each an “Interest Payment Date”).

Interest on the Notes, when in the form of Global Notes, will be paid to the Holders of record at
the close of business when in certificated form, on January 9 or July 9, immediately preceding an
Interest Payment Date (each, a “Record Date” and provided that the Record Date for any interest
payment due on October 24, 2022 shall be October 9, 2022), notwithstanding any transfer, exchange or
cancelation thereof after a Record Date and prior to the immediately following Interest Payment Date;
provided that so long as the Global Note is held on behalf of Euroclear, Clearstream or any other
clearing system, each payment in respect of the Global Note will be made to the person shown as the
holder of the Notes in the register of Holders at the close of business (of the relevant clearing system)
on the Clearing System Business Day before the due date for such payments, where “Clearing System
Business Day” means a weekday (Monday to Friday, inclusive) except December 25 and January 1. In
any case in which the date of the payment of principal of, premium, if any, on, or interest on, the Notes
is not a Business Day in the relevant place of payment or in the place of business of the Paying Agent
then payment of such principal, premium or interest need not be made on such date but may be made on
the next succeeding Business Day. Any payment made on such Business Day shall have the same force
and effect as if made on the date on which such payment is due, and no interest on the Notes shall
accrue for the period after such due date. Interest on the Notes will be calculated on the basis of a 360-
day year comprised of twelve 30-day months.

The Notes will be issued only in fully registered form, without coupons, in denominations of
US$200,000 and integral multiples of US$1,000 in excess thereof. No service charge will be made for
any registration of transfer or exchange of the Notes, but the Issuer may require payment of a sum
sufficient to cover any transfer tax or other similar governmental charge payable in connection
therewith.

All payments on the Notes will be made by wire transfer in U.S. dollars by the Issuer and the
Issuer will maintain an office or agency (which initially will be the office of the Paying Agent currently
located at Citibank, N.A., London Branch, c/o Citibank, N.A., Dublin Branch, One North Wall Quay,
Dublin 1, Ireland) where the Notes may be surrendered for registration of transfer or exchange or for
presentation for payment or repurchase. Notwithstanding the immediately preceding sentence, if the
Notes are in certificated form and the Issuer acts as its own paying agent, payment of interest may
instead be made by check mailed (at the expense of the Issuer) to the address of the Holders as such
address appears in the Note register. Interest payable on the Notes held through Euroclear or
Clearstream will be available to Euroclear or Clearstream participants (as defined herein) on the
Business Day following payment thereof.

The Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees
The Parent Guarantee:
° is a general obligation of the Parent;

° is effectively subordinated to the secured obligations of the Parent, to the extent of the value
of the assets serving as security therefor;
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° is senior in right of payment to all future obligations of the Parent expressly subordinated in
right of payment to such Parent Guarantee; and

° ranks at least pari passu with all unsecured, unsubordinated Indebtedness of the Parent,
including the parent guarantee for the Existing Notes.

The initial Subsidiary Guarantors that will execute the Indenture on the Original Issue Date will
consist of Ever Grace Group Limited (8% % H A R\ 7)), Ample Treasure Group Limited (¥ % £ H A
FRZA 7)), Luckyup Group Limited (F-#HEEMEAFRATA), Instant Choice Development Ltd., Ample
Treasure Holding Limited (Ef ' 4E 4 %45 BR /2 F]), Will Glory Holdings Limited (44 BR 2 A)),
Forbidden City Culture Co., Limited (425354 % S0 {b 47 R /A &), Ever Sure Industries Limited (7K % B
24 R/ F]), Shui Wah Investment Limited (F#EH & A FR/A F]), Shengtong Holding Limited (B%%#
M A B2 F]), Wisdom Gain Group Limited (£ Z14E# 4 FR/A 1), Grow Rising Investment Limited (%
EFEAGRAF), Accord Sino Group Limited (Th HE 42 B A BRA 7)), Merry Full Investments Limited
(TR E A BR A #]), Million Castle Investments Limited, Benefit East Investments Limited (% 3% &
A PR/ HE]), Champion Glory Holdings Limited (% 4L [ A R/ F]), Champion Globe Limited (7%
FR/\H]), Champion King Investments Limited (# &% & A R/ F]), Fortune Luck Corporation Limited
(IEF A PR/~ 7)), Cheung Fu Department Store Enterprise Limited (5% H B4 E A R/AH]), China
Agriculture Technology Limited ("'EIE¥EFHLARAT), Baojun Limited (fRERABRAF]), Perfect
Vantage Investments Limited (B &HPR/AF]), Bai Chang Limited (H &HRAF), Minsin
International (Holdings) Limited (B35 Bl B (4E Bl) A FR 22 F]), Billion Sino Investments Limited ({& 4%
EHRAT), Allywing Investments Limited (%IR8 & A BR/A ), California Place Dalian Limited (Jil
INZEE KA BR/N 7)), Fortune Star International Investment Limited (&2 F B EH BRA ), Xing
Hong Holdings Limited (LGB A R/AHF]), Rosy Dynasty Limited (REIFFRZF]), Joy Vision
Holdings Limited (4548 ABR/AR]), Sanli (China) Holdings Limited (=37 (HEH)ERA R A,
Metro Wisdom Limited (E#ABR/AF]), Ji Feng Limited (%% AM/AF]), Rise Eagle Worldwide
Limited (JRBEIRERA BR/AF]), Jicheng International (HK) Limited (4B B (F#) A R ), Lucky
Benefit Limited, Loyal Power Investments Limited (HEHE# & A B/ 7)), Rising Sheen Limited (FF5¢ A
FR/N®]), City Faith Limited (#B{%H FR/A®]), South Honest Limited (AR, First Key
Investments Limited (JCEHE A PR/ F]), Hinto Developments Limited, Triumph Hero International
Limited (BHEE B4 B/ A]), Spread Glory Investments Limited (sci& A FR/AA]), New Insight
Holdings Limited (8 @M A FR/AF]), Easy Gain Investment Holdings Limited (£ {H$%¢ & ¥ A BRA
F]), Honor Business Investment Limited (2R &HR/AH), Link Care Limited (BRIBA R A,
Cheer Motion Development Limited (E(fig#5)/ A /A7), China Sea Group (Hong Kong) Investment
Limited ("7 4 B (Fis) B EH R /A7), Crown Wise Investment Limited (7ef 5 & A FR/A 7]), Dragon
Joy (China) Limited (FEM(*E)A FR 2 7]), Dragon Pioneer Development Limited (FEHS 2% A /A A,
Excel Sky (Hong Kong) Limited (f& X (% #)£ /2 F]), Fortune Ascent Property Management Limited
THe Y EE AR/ F]) (formerly known as Fortune Ascent Limited (FH#i4 FR/AH])), Future Lead
Enterprises Limited (K4HANZEA R/ H]), Glory Sign Development Limited (& 565 B A R/ A, Gold
Ascot Limited (5 LA PR/ F]), Grace Target Holdings Limited (= &£EBAFR/AF]), Honour In
Investments Limited (GRATKEHR/AR]), Jiakang Holdings Limited (3R A RAF), Jiazhi
Holdings Limited (& & ¥ A RA ), Joy Wealthy Investment Limited (A& A R/ H]), Lucky
Universe Holding Limited (i % B A FR/A F]), Pacific Plus Enterprises Limited ([ RKA>ZEA PR A,
Palm Island Resort Limited (F7HE 5 VA 4G FR/Z F]), Prime Light Holdings Limited (FAK %4 EA BRA
#]), Prime Sun Holding Limited (&% H #2#A BR/A ), Prosper Power Development Limited (FE 2 %8
A FR7Z>F]), Sharp Goal Investments Limited ({1644 & A FR /2 F), Starlet Development Limited (& A%
JE A B2 F]), Sunny Net Development Limited (H &l ¥ & A BL/A ), Thousand Grand Holding Limited
(T Z A BN 7], TrendRichInvestment Limited (3 & % & A FR/A F]), Chang Xing Holdings Limited
(B HLEER A BR/A F]), Cheer Champ Investment Limited (i6E & AHM/AF), Dragon Charm
Investments Limited (FE&IH & A R ), Dragon Fortune Limited, East Best Investments Limited (KR
B EHBR/AT]), Ever Shiny International Limited, Full Jolly Investments Limited (1A% & A R
A]), Good Wave International Limited ({7 54 BR/A A]), Healthy Time International Limited (ZERF
B [ A5 BR 23 F]), Lofty Reap Limited (84 BR/AH]), Luck Fortune Holdings Limited, Lucky Universe
Enterprises Limited (ﬁﬁ?ﬁ?%ﬁﬁﬁ/&ﬁl), Marche Limited, Marvel First Developments Limited, Menkia
Holdings Limited (#ZXZEBRAPRAF), On Lucky Holdings Limited (% %2 # A PR 7)), Opal
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House Development Limited, Oriental Fame Holdings Limited (AR ABR/AH), Prime Sun
Enterprises Limited (% H®2HMR/AF]), Reego Group Limited (#imHEEARAF), Silver
Opportunity Investment Limited (#R4#%# & 47 R/ F]), Superb Capital Enterprises Limited, Upper East
Property Holdings Company Limited ( I 3 & 3¥E A R/ 7)), Vast Wheel Company Limited (I A
FRZ\F]), White Heron Limited, Win Harbour Investments Limited (Sl##% &G RAF]), Win Peak
Group Limited (5JlI4%4E B4 BR/A F]), Shengtong (BVI) Limited (B3 BV A PR/ F]) and Shengyu
(BVI) Limited (B2 (BVI)A FR/A ). The Subsidiary Guarantors are holding companies that do not have
significant operations.

Other than the initial Subsidiary Guarantors, none of the other Restricted Subsidiaries organized
outside of the PRC (the “Other Non-Guarantor Subsidiaries’’) will be a Subsidiary Guarantor on the
Original Issue Date. In addition, none of the Restricted Subsidiaries existing on the Original Issue Date
that are Subsidiaries organized under the laws of the PRC and the future Restricted Subsidiaries that are
organized under the laws of the PRC (together, the “PRC Restricted Subsidiaries”), the Exempted
Subsidiaries and the Listed Subsidiaries (as long as they continue to be Exempted Subsidiaries or Listed
Subsidiaries, as applicable) will provide a Subsidiary Guarantee or a JV Subsidiary Guarantee on the
Original Issue Date or at any time in the future.

Although the Indenture contains limitations on the amount of additional Indebtedness that Non-
Guarantor Subsidiaries may incur, the amount of such additional Indebtedness could be substantial.

In the case of a Restricted Subsidiary (i) that is, or is proposed by the Company or any Restricted
Subsidiary to be, established, or commences investment for the purposes of commencing business
activities, after the Original Issue Date, (ii) that is incorporated in any jurisdiction other than the PRC
and that is not an Exempted Subsidiary or a Listed Subsidiary and (iii) in respect of which the Company
or any Restricted Subsidiary (x) is proposing to sell, whether through the sale of existing Capital Stock
or the issuance of new Capital Stock, no less than 20% of the Capital Stock of such Restricted
Subsidiary or (y) is proposing to purchase Capital Stock of an entity and designate such entity as a
Restricted Subsidiary, the Company may, concurrently with the consummation of such sale or purchase,
provide a JV Subsidiary Guarantee instead of a Subsidiary Guarantee for (a) such Restricted Subsidiary
and (b) the Restricted Subsidiaries that are Subsidiaries of such Restricted Subsidiary, that are organized
in any jurisdiction other than the PRC and that are not Exempted Subsidiaries or Listed Subsidiaries, if
the following conditions, in the case of both (a) and (b), are satisfied:

° concurrently with providing the JV Subsidiary Guarantee, such JV Subsidiary Guarantor has
delivered to the Trustee:

(i) (A) a duly executed Guarantee of such JV Subsidiary Guarantor (the “JV Subsidiary
Guarantee”) and each Restricted Subsidiary that is a Subsidiary of such JV Subsidiary
Guarantor that is not organized under the laws of the PRC, an Exempted Subsidiary or
a Listed Subsidiary and (B) a duly executed supplemental indenture to the Indenture
pursuant to which the JV Subsidiary Guarantor will become a party to the Indenture
pursuant to which such JV Subsidiary Guarantor will guarantee the payment of the
Notes, each of which provides, among other things, that the aggregate claims of the
Trustee under such JV Subsidiary Guarantee and all JV Subsidiary Guarantees provided
by the Restricted Subsidiaries and shareholders of such JV Subsidiary Guarantor will be
limited to the JV Entitlement Amount;

(i1)) an Officers’ Certificate certifying a copy of the Board Resolution to the effect that such

JV Subsidiary Guarantee has been approved by a majority of the disinterested members
of the Board of Directors; and
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(iii) a legal opinion by a law firm of recognized international standing confirming that under
New York law such JV Subsidiary Guarantee is legal, valid, binding and enforceable
against the JV Subsidiary Guarantor providing the JV Subsidiary Guarantee (subject to
customary qualifications and assumptions);

such sale or issuance of Capital Stock is made to, or such purchase of Capital Stock is
purchased from, an Independent Third Party at a consideration that is not less than (in the
case of a sale or issuance) or no more than (in the case of a purchase) the appraised value of
such Capital Stock by an independent appraisal firm of recognized international standing
appointed by the Company;

all capital contributions (by way of transfer of cash or other property or any payment for
property or services for the use of others or otherwise) to be made into a JV Subsidiary
Guarantor from the date it provides its JV Subsidiary Guarantee shall be made directly or by
contribution of assets or services having an equivalent Fair Market Value by (i) the Company
and the Restricted Subsidiaries and (ii) such Independent Third Party in proportion to their
respective direct or indirect ownership percentages of the Capital Stock of such JV
Subsidiary Guarantor; and

as of the date of execution of the JV Subsidiary Guarantee, no document exists that is
binding on the Company or such Restricted Subsidiaries that would have the effect of (a)
prohibiting the Company or such Restricted Subsidiary from providing such JV Subsidiary
Guarantee, or (b) requiring the Company or any such Restricted Subsidiaries to deliver or
keep in place a guarantee on terms that are more favorable to the recipients of such guarantee
than the JV Subsidiary Guarantee.

In the event of a bankruptcy, liquidation or reorganization of any Non-Guarantor Subsidiary, such
Non-Guarantor Subsidiary will pay the holders of its debt and its trade creditors before it will be able to
distribute any of its assets to the Company, the Parent, the Issuer, the Subsidiary Guarantors or the JV
Subsidiary Guarantors, if any (either directly or indirectly).

As of June 30, 2019,

the Company and its consolidated subsidiaries had total consolidated borrowings of
approximately RMB579,144 million (US$84,362 million), RMB472,344 million (US$68,805
million) of which were secured; and

the Non-Guarantor Subsidiaries and Unrestricted Subsidiaries had total borrowings of
approximately RMB579,144 million (US$84,362 million).

In addition, as of June 30, 2019, the Non-Guarantor Subsidiaries and Unrestricted Subsidiaries had
capital commitments of approximately RMB276,625 million (US$40,295 million) and contingent
liabilities arising from guarantees of approximately RMB436,033 million (US$63,515 million).

The Subsidiary Guarantee of each Subsidiary Guarantor:

is a general obligation of such Subsidiary Guarantor;

is effectively subordinated to the secured obligations of such Subsidiary Guarantor, to the
extent of the value of the assets serving as security therefor;

is senior in right of payment to all future obligations of such Subsidiary Guarantor expressly
subordinated in right of payment to such Subsidiary Guarantee; and
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° ranks at least pari passu with all unsecured, unsubordinated Indebtedness of such Subsidiary
Guarantor, including the subsidiary guarantees provided for the Existing Notes.

If any is provided, the JV Subsidiary Guarantee of each JV Subsidiary Guarantor:
° will be a general obligation of such JV Subsidiary Guarantor;
° will be enforceable only up to the JV Entitlement Amount;

° will be effectively subordinated to the secured obligations of such JV Subsidiary Guarantor,
to the extent of the value of the assets serving as security therefor;

° will be limited to the JV Entitlement Amount, and will be senior in right of payment to all
future obligations of such JV Subsidiary Guarantor expressly subordinated in right of
payment to such JV Subsidiary Guarantee; and

° will be limited to the JV Entitlement Amount, and will rank at least pari passu with all
unsecured, unsubordinated Indebtedness of such JV Subsidiary Guarantor.

The Company will cause (x) each of the future Restricted Subsidiaries (other than Persons
organized under the laws of the PRC, Exempted Subsidiaries or Listed Subsidiaries), as soon as
practicable after it becomes a Restricted Subsidiary and (y) each of the Exempted Subsidiaries and
Listed Subsidiaries that remains as a Restricted Subsidiary, as soon as practicable after it ceases to be an
Exempted Subsidiary or a Listed Subsidiary, as the case may be (each such Person in clause (x) or (y), a
“Potential Subsidiary Guarantor”), to execute and deliver to the Trustee a supplemental indenture to
the Indenture pursuant to which such Restricted Subsidiary will guarantee the payment of the Notes as a
Subsidiary Guarantor or a JV Subsidiary Guarantor. Notwithstanding the foregoing sentence, the
Company may elect to have any Restricted Subsidiary organized under laws outside the PRC not
provide a Subsidiary Guarantee or a JV Subsidiary Guarantee at the time such entity becomes a
Potential Subsidiary Guarantor (Restricted Subsidiaries (other than the PRC Restricted Subsidiaries, the
Exempted Subsidiaries and the Listed Subsidiaries) that do not provide Subsidiary Guarantees or JV
Subsidiary Guarantees in accordance with the Indenture, the “New Non-Guarantor Subsidiaries™),
provided that, after taking into account the consolidated assets of such Restricted Subsidiary, the
Consolidated Assets of all Restricted Subsidiaries organized under laws outside the PRC (other than the
Issuer, Exempted Subsidiaries and Listed Subsidiaries) that are neither Subsidiary Guarantors nor JV
Subsidiary Guarantors do not account for more than 20% of the Relevant Total Assets of the Company.

Each Restricted Subsidiary that guarantees the Notes after the Original Issue Date other than a JV
Subsidiary Guarantor is referred to as a “Future Subsidiary Guarantor” and upon execution of the
applicable supplemental indenture to the Indenture will be a “Subsidiary Guarantor.”

Under the Indenture, as supplemented from time to time, each of the Parent, the Subsidiary
Guarantors and JV Subsidiary Guarantors (if any) will jointly and severally guarantee the due and
punctual payment of the principal of, premium, if any, and interest on, and all other amounts payable
under, the Notes; provided that any JV Subsidiary Guarantee will be limited to the JV Entitlement
Amount. The Parent, the Subsidiary Guarantors and JV Subsidiary Guarantors will (1) agree that their
respective obligations under the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary
Guarantees, as the case may be, will be enforceable irrespective of any invalidity, irregularity or
unenforceability of the Notes or the Indenture and (2) waive their right to require the Trustee to pursue
or exhaust its legal or equitable remedies against the Issuer prior to exercising its rights under the Parent
Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees, as the case may be. Moreover,
if at any time any amount paid under a Note or the Indenture is rescinded or must otherwise be restored,
the rights of the Holders under the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary
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Guarantees, as the case may be, will be reinstated with respect to such payment as though such payment
had not been made. All payments under the Parent Guarantee, the Subsidiary Guarantees and the JV
Subsidiary Guarantees, as the case may be, are required to be made in U.S. dollars.

Under the Indenture, as supplemented from time to time,

° each Subsidiary Guarantee will be limited to an amount not to exceed the maximum amount
that can be guaranteed by the applicable Subsidiary Guarantor without rendering the
Subsidiary Guarantee, as it relates to such Subsidiary Guarantor, voidable under applicable
law relating to fraudulent conveyance or fraudulent transfer or similar laws affecting the
rights of creditors generally; and

° each JV Subsidiary Guarantee will be limited to an amount which is the lower of (i) the JV
Entitlement Amount and (ii) an amount not to exceed the maximum amount that can be
guaranteed by the applicable JV Subsidiary Guarantor without rendering the JV Subsidiary
Guarantee, as it relates to such JV Subsidiary Guarantor, voidable under applicable law
relating to fraudulent conveyance or fraudulent transfer or similar laws affecting the rights of
creditors generally.

If a Subsidiary Guarantee or a JV Subsidiary Guarantee were to be rendered voidable, it could be
subordinated by a court to all other Indebtedness (including guarantees and other contingent liabilities)
of the applicable Subsidiary Guarantor or the applicable JV Subsidiary Guarantor, as the case may be,
and, depending on the amount of such Indebtedness, a Subsidiary Guarantor’s liability on its Subsidiary
Guarantee or a JV Subsidiary Guarantor’s liability on its JV Subsidiary Guarantee, as the case may be,
could in each case be reduced to zero. The obligations of each Subsidiary Guarantor under its Subsidiary
Guarantee and each JV Subsidiary Guarantor under its JV Subsidiary Guarantee may be limited, or
possibly invalid, under applicable laws. See the section entitled “Risk Factors — Risks Relating to the
Parent Guarantee, Subsidiary Guarantees and the JV Subsidiary Guarantees — The Parent Guarantee, the
Subsidiary Guarantees or JV Subsidiary Guarantees may be challenged under applicable insolvency or
fraudulent transfer laws, which could impair the enforceability of the Parent Guarantee, the Subsidiary
Guarantees or JV Subsidiary Guarantees.”

Release of the Parent Guarantee, Subsidiary Guarantees and JV Subsidiary Guarantees
The Parent Guarantee may be released in certain circumstances, including:
° upon repayment in full of the Notes; or

° upon a defeasance as described under the section entitled “— Defeasance — Defeasance and
Discharge.”

No release of a Parent Guarantor of its Parent Guarantee shall be effective against the Trustee or
the Holders until the Company has delivered to the Trustee an Officer’s Certificate stating that all
requirements relating to such release have been complied with and such release is authorized and
permitted by the terms of the Indenture.

A Subsidiary Guarantee given by a Subsidiary Guarantor and a JV Subsidiary Guarantee given by
a JV Subsidiary Guarantor may be released in certain circumstances, including:

° upon repayment in full of the Notes;
° upon a defeasance as described under the section entitled “— Defeasance — Defeasance and
Discharge;”
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° upon the designation by the Company of a Subsidiary Guarantor or a JV Subsidiary
Guarantor, as the case may be, as an Unrestricted Subsidiary in compliance with the terms of
the Indenture;

° upon the sale, disposition or merger of a Subsidiary Guarantor or a JV Subsidiary Guarantor,
as the case may be, in compliance with the terms of the Indenture (including the covenants
under the sections entitled “— Certain Covenants — Limitation on Sales and Issuances of
Capital Stock in Restricted Subsidiaries,” “— Certain Covenants — Limitation on Asset
Sales” and “— Consolidation, Merger and Sale of Assets”) resulting in such Subsidiary
Guarantor or JV Subsidiary Guarantor, as the case may be, no longer being a Restricted
Subsidiary, so long as (1) such Subsidiary Guarantor or JV Subsidiary Guarantor, as the case
may be, is simultaneously released from its obligations in respect of any of the Company’s
other Indebtedness or any Indebtedness of any other Restricted Subsidiary and (2) the
proceeds from such sale, disposition or merger are used for the purposes permitted or
required by the Indenture;

° in the case of a Subsidiary Guarantee, upon its replacement with a JV Subsidiary Guarantee;
or

° in the case of a Subsidiary Guarantor, upon its becoming a New Non-Guarantor Subsidiary in
compliance with the terms of the Indenture.

The Company may request the Trustee to release the Subsidiary Guarantee provided by any
Subsidiary Guarantor and the Subsidiary Guarantee provided by each Restricted Subsidiary that is the
Subsidiary of such Subsidiary Guarantor organized under laws outside the PRC, and upon such release
such Subsidiary Guarantor and each Restricted Subsidiary that is the Subsidiary of such Subsidiary
Guarantor organized under laws outside the PRC will become New Non-Guarantor Subsidiaries (such
that each New Non-Guarantor Subsidiary will no longer Guarantee the Notes) (without any requirement
to seek the consent or approval of the Holders of the Notes), provided that, after the release of such
Subsidiary Guarantees, the Consolidated Assets of all Restricted Subsidiaries organized under laws
outside the PRC (other than the Exempted Subsidiaries and Listed Subsidiaries) that are neither
Subsidiary Guarantors nor JV Subsidiary Guarantors (including the New Non-Guarantor Subsidiaries) do
not account for more than 20% of the Relevant Total Assets. A Subsidiary Guarantee of a Subsidiary
Guarantor may only be released pursuant to this paragraph if, as of the date of such proposed release, no
document exists that is binding on the Company or any of the Restricted Subsidiaries that would have
the effect of (x) prohibiting the Company or any of the Restricted Subsidiaries from releasing such
Subsidiary Guarantee or (y) requiring the Company, the Parent, the Issuer or such Subsidiary Guarantor
to deliver or keep in place a guarantee of other Indebtedness of the Company, the Parent or the Issuer
by such Subsidiary Guarantor.

The Trustee shall comply with a request referred to in the preceding paragraph if the conditions
precedent to such release set forth in the Indenture have been complied with, as evidenced by an
Officers’ Certificate from the Company, and the Trustee shall take all actions necessary to effect and
evidence such release in accordance with the terms of the Indenture.

No release of a Subsidiary Guarantor and JV Subsidiary Guarantor from their Subsidiary Guarantee
and JV Subsidiary Guarantee shall be effective against the Trustee or the Holders until the Company has
delivered to the Trustee an Officer’s Certificate stating that all requirements relating to such release have
been complied with and such release is authorized and permitted by the terms of the Indenture.
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Replacement of Subsidiary Guarantees with JV Subsidiary Guarantees

A Subsidiary Guarantee given by a Subsidiary Guarantor may be released following the sale of
existing Capital Stock or the issuance of new Capital Stock by the Company or any Restricted
Subsidiary in (a) such Subsidiary Guarantor or (b) any other Subsidiary Guarantor that, directly or
indirectly, owns a majority of the Capital Stock of such Subsidiary Guarantor, in each case where such
sale or issuance is for no less than 20% of the issued Capital Stock of the relevant Subsidiary Guarantor,
provided that the following conditions are satisfied or complied with:

° concurrently with the release of such Subsidiary Guarantee, such JV Subsidiary Guarantor
has delivered to the Trustee:

(i)  (A) a duly executed JV Subsidiary Guarantee of such JV Subsidiary Guarantor and each
Restricted Subsidiary that is a Subsidiary of such JV Subsidiary Guarantor and that is
not organized under the laws of the PRC, an Exempted Subsidiary or a Listed
Subsidiary and (B) a duly executed supplemental indenture to the Indenture pursuant to
which such JV Subsidiary Guarantor becomes a party to the Indenture as a JV
Subsidiary Guarantor, each of which provides, among other things, that the aggregate
claims of the Trustee under such JV Subsidiary Guarantee and all JV Subsidiary
Guarantees provided by the Restricted Subsidiaries and shareholders of such JV
Subsidiary Guarantor will be limited to the JV Entitlement Amount;

(i1) an Officers’ Certificate certifying a copy of a Board Resolution to the effect that such
JV Subsidiary Guarantee has been approved by a majority of the disinterested members
of the Board of Directors; and

(iii) a legal opinion by a law firm of recognized international standing confirming that under
New York law such JV Subsidiary Guarantee is valid, binding and enforceable against
the JV Subsidiary Guarantor providing the JV Subsidiary Guarantee (subject to
customary qualifications and assumptions).

° such sale or issuance of Capital Stock is made to an Independent Third Party at a
consideration that is not less than the appraised value of such Capital Stock by an
independent appraisal firm of recognized international standing appointed by the Company;

° all capital contributions (by way of transfer of cash or other property or any payment for
property or services for the use of others or otherwise) to be made into such JV Subsidiary
Guarantor from the date of the sale of existing Capital Stock or issuance of new Capital
Stock as referred to above, shall be made directly or by contribution of assets or services
having an equivalent Fair Market Value by (i) the Company and the Restricted Subsidiaries
and (ii) such Independent Third Party that purchased or subscribed for Capital Stock in the
JV Subsidiary Guarantor in proportion to their respective direct or indirect ownership
percentages of the Capital Stock of such JV Subsidiary Guarantor; and

° as of the date of such proposed release, no document exists that is binding on the Company
or any of the Restricted Subsidiaries that would have the effect of (a) prohibiting the
Company or any of the Restricted Subsidiaries from releasing such Subsidiary Guarantee, (b)
prohibiting the Company or any of the Restricted Subsidiaries from providing such JV
Subsidiary Guarantee or (c) requiring the Company or any of the Restricted Subsidiaries to
deliver or keep in force a replacement guarantee on terms that are more favorable to the
recipients of such guarantee than the JV Subsidiary Guarantee.
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Notwithstanding the foregoing paragraph, any such sale or issuance of the Capital Stock of the
relevant Subsidiary Guarantor (including where such sale results in the relevant Subsidiary Guarantor
ceasing to be a Restricted Subsidiary) will need to comply with the other covenants set forth in the
Indenture, including, without limitation, the “Limitation on Asset Sales” and “Limitation on Restricted
Payments” covenants.

Any Net Cash Proceeds from the sale of such Capital Stock shall be applied by the Company or
any Restricted Subsidiary in accordance with the “Limitation on Asset Sales” covenant.

As of the date of the Indenture, all of the Company’s Subsidiaries will be “Restricted
Subsidiaries” other than City Expert (Ningbo) Property Co., Ltd. (U (E )& ¥EA KA A), City
Expert Limited ({84 FR/AF]), Fortex Development Limited (32 #5)# A R/AH]), Foshan Nanhai
Juncheng Property Development Co., Ltd. (LB A% 505 bz B35 A PR/ A), Global City
Development Limited, Ideal Market Holdings Limited (B £/ 47FR/AF]), Key Alliance Investments
Limited (F#EAMR/AF]), Ningbo Sanli Jiada Property Co., Ltd. (ZE =75 EFEARAFA),
Ningbo Sanli Xianghe Property Co., Ltd. (ZEJ = +EHFE¥EAFR/AR]), Ningbo Sanli Yongheng
Property Co., Ltd. (% =57 fi {5 & A R4 7)), Ningbo Yucheng Property Co., Ltd. (%% 3 & A
PR, 2 A S %45 FR /A 7], Pioneer Time Investment Limited, Prosper Trade Investments Limited
(BLEER G A BR/AA]), Ray Shine Group Limited (FIHifE[E A BR/F]), Wuhan Donghu Hengda Real
Estate Development Co., Ltd. (@7 8 1H A Hb 2 B %5 4 R A A), Splendid Ritzy Limited, VMS Real
Estate Fund 2 SPC Cayman Islands, VMS Wanchai 1 Fund SP Cayman Islands, EV Wanchai 1 Holdings
Limited British Virgin Islands, EV Wanchai 1 Land Holdings Limited, All Peace Investments Limited,
Charm Best Investment Limited, Chongqing Zhongyu Property Development Co., Ltd. (&2 iy £ 4%
JEA R/~ 7F]), Chongging Victoria Harbour Land Co., Ltd. (FE#HEW EHAR/AF), Chongging
Zhongyu Jiamei Property Management Co., Ltd. (B iimEWEETILARAF)* and Profit
Concept Finance Limited (Bl& %A R/AR]) and any Subsidiary of these Subsidiaries. However,
under the circumstances described below under the section entitled “— Certain Covenants —
Designation of Restricted and Unrestricted Subsidiaries,” the Issuer will be permitted to designate
certain of the Company’s Subsidiaries as Unrestricted Subsidiaries. The Unrestricted Subsidiaries will
generally not be subject to the restrictive covenants in the Indenture and will not guarantee the Notes.

Keepwell and EIPU
Under the Keepwell and EIPU,

(1) upon receipt of the written notice from the Trustee substantially in the form set forth in
Schedule 1 of the Keepwell and EIPU in accordance with the Indenture following an Event
of Default, the Company agrees that it shall, subject to obtaining all necessary approvals,
consents, licenses, orders, permits and any other authorizations from the relevant authorities
(the “Purchase Approvals”), purchase, directly or indirectly, the Capital Stock held by
Restricted Subsidiaries that are Subsidiaries of the Parent incorporated outside the PRC at a
certain purchase price and terms set forth in the Keepwell and EIPU;

(2) if the Trustee has received notification from the Company that the purchase price in clause
(1) is (x) insufficient to cover any shortfall in the ability of the Parent, the Issuer and the
Subsidiary Guarantors to pay any amounts payable under the Notes, the Indenture, the Parent
Guarantee and the Subsidiary Guarantees or (y) any Purchase Approval is unlikely to be
obtained, and the Trustee sends the Company a written notice from the Trustee substantially
in the form set forth in Schedule 3 of the Keepwell and EIPU in accordance with the
Indenture following an Event of Default, the Company agrees that it shall, subject to
obtaining all necessary approvals, consents, licenses, orders, permits and any other
authorizations from the relevant authorities, invest, directly or indirectly, (by equity and/or
shareholders’ loan) in Restricted Subsidiaries that are Subsidiaries of the Parent incorporated
outside the PRC on terms set forth in the Keepwell and EIPU; and
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(3) the Company agrees that it shall cause the Parent, the Issuer, each Subsidiary Guarantor and
each JV Subsidiary Guarantor, if any, to (i) have a consolidated net worth (as defined in the
Keepwell and EIPU) of at least US$1.00 at all times (and with respect to the Parent only, at
least RMB1.0 billion at all times), (ii) have sufficient liquidity to ensure timely payment of
any amounts payable under the Notes, the Parent Guarantee and the Subsidiary Guarantees as
and when due, and (iii) remain solvent and a going concern at all times under the laws of
their respective jurisdictions of incorporation or applicable accounting standards.

Further Issues

Subject to the covenants described below, the Issuer may, from time to time, without notice to or
the consent of the Holders, create and issue Additional Notes having the same terms and conditions as
the Notes (including the benefit of the Parent Guarantee, the Subsidiary Guarantees and the JV
Subsidiary Guarantees (if any)) in all respects (or in all respects except for the issue date, issue price
and the first payment of interest on them and, to the extent necessary, certain temporary securities law
transfer restrictions, as applicable) (‘“Additional Notes”) so that such Additional Notes may be
consolidated and form a single class with the previously outstanding Notes and vote together as one
class on all matters with respect to the Notes; provided that the issuance of any such Additional Notes
shall then be permitted under the “Limitation on Indebtedness and Preferred Stock™ covenant described
below and the other provisions of the Indenture.

Optional Redemption

At any time prior to July 24, 2022, the Issuer may, upon giving not less than 30 days’ nor more
than 60 days’ notice to the Holders and the Trustee, at its option redeem the Notes, in whole but not in
part, at a redemption price equal to 100% of the principal amount of the Notes redeemed plus the
Applicable Premium as of, and accrued and unpaid interest, if any, to (but not including), the
redemption date. Neither the Trustee nor the Paying Agent shall be responsible for calculating or
verifying the Applicable Premium.

At any time and from time to time prior to July 24, 2022 the Issuer may, upon giving not less than
30 days’ nor more than 60 days’ notice to the Holders and the Trustee, redeem up to 35% of the
aggregate principal amount of the Notes with the Net Cash Proceeds of one or more sales of Common
Stock of the Company in an Equity Offering at a redemption price of 111.5% of the principal amount of
the Notes redeemed, plus accrued and unpaid interest, if any, to (but not including) the redemption date;
provided that at least 65% of the aggregate principal amount of the Notes originally issued on the
Original Issue Date remains outstanding after each such redemption and any such redemption takes place
within 60 days after the closing of the related Equity Offering.

At any time from and including July 24, 2022 to but excluding October 24, 2022, the Issuer may,
upon giving not less than 15 days’ nor more than 30 days’ notice to the Holders and the Trustee, at its
option redeem the Notes, in whole but not in part, at a redemption price equal to 100% of the principal
amount of the Notes redeemed plus accrued and unpaid interest, if any, to (but not including) the
redemption date.

If less than all of the Notes are to be redeemed at any time, the Notes for redemption will be
selected as follows:

(1) if the Notes are listed on any national securities exchange and/or are held through a clearing
system, in compliance with the requirements of the principal national securities exchange on
which the Notes are listed (if any) and/or the requirements of the clearing system through
which the Notes are held; or
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(2) if the Notes are not listed on any national securities exchange or held through a clearing
system, on a pro rata basis, by lot or by such method as the Trustee in its sole and absolute
discretion deems fair and appropriate, unless otherwise required by applicable law.

A Note of US$200,000 in principal amount or less shall not be redeemed in part. If any Note is to
be redeemed in part only, the notice of redemption relating to such Note will state the portion of the
principal amount to be redeemed. A new Note in principal amount equal to the unredeemed portion will
be issued upon cancelation of the original Note. On and after the redemption date, interest will cease to
accrue on Notes or portions of them called for redemption.

Repurchase of Notes Upon a Change of Control Triggering Event

Not later than 30 days following a Change of Control Triggering Event, the Issuer or the Parent
will make an Offer to Purchase all outstanding Notes (a “Change of Control Offer”) at a purchase
price equal to 101% of the principal amount thereof plus accrued and unpaid interest, if any, to (but not
including) the Offer to Purchase Payment Date.

Each of the Issuer and the Parent has agreed in the Indenture that it will timely repay all
Indebtedness or obtain consents as necessary under, or terminate, agreements or instruments that would
otherwise prohibit a Change of Control Offer required to be made pursuant to the Indenture.
Notwithstanding this agreement of the Issuer and the Parent, it is important to note that if the Issuer or
the Parent is unable to repay (or cause to be repaid) all of the Indebtedness, if any, that would prohibit
repurchase of the Notes or is unable to obtain the requisite consents of the holders of such Indebtedness,
or terminate any agreements or instruments that would otherwise prohibit a Change of Control Offer, it
would continue to be prohibited from purchasing the Notes. In that case, the Issuer’s or the Parent’s
failure to purchase tendered Notes would constitute an Event of Default under the Indenture.

Certain of the events constituting a Change of Control Triggering Event under the Notes will also
constitute an event of default under certain debt instruments of the Company and its Subsidiaries. Future
debt of the Company, the Parent or the Issuer may also (1) prohibit the Issuer or the Parent from
purchasing Notes in the event of a Change of Control Triggering Event; (2) provide that a Change of
Control Triggering Event is a default; or (3) require repurchase of such debt upon a Change of Control
Triggering Event. Moreover, the exercise by the Holders of their right to require the Issuer or the Parent
to purchase the Notes could cause a default under other Indebtedness, even if the Change of Control
Triggering Event itself does not, due to the financial effect of the purchase on the Issuer or the Parent.
The Issuer’s or the Parent’s ability to pay cash to the Holders following the occurrence of a Change of
Control Triggering Event may be limited by the Company’s, the Parent’s, the Issuer’s and the Subsidiary
Guarantors’ then-existing financial resources. There can be no assurance that sufficient funds will be
available when necessary to make the required purchase of the Notes. See the section entitled “Risk
Factors — Risks Relating to the Notes — We may not be able to repurchase the Notes upon a change of
control triggering event.” The phrase “all or substantially all,” as used with respect to the assets of any
Person in the definition of “Change of Control,” will likely be interpreted under applicable law of the
relevant jurisdictions and will be dependent upon particular facts and circumstances. As a result, there
may be a degree of uncertainty in ascertaining whether a sale or transfer of “all or substantially all” the
assets of such Person has occurred.

Notwithstanding the above, the Issuer and the Parent will not be required to make a Change of
Control Offer following a Change of Control Triggering Event if a third party makes the Change of
Control Offer in the same manner at the same time and otherwise in compliance with the requirements
set forth in the Indenture applicable to a Change of Control Offer made by the Issuer or the Parent and
purchases all Notes validly tendered and not withdrawn under such Change of Control Offer.

Except as described above with respect to a Change of Control Triggering Event, the Indenture

does not contain provisions that permit the Holders to require that the Issuer or the Parent purchase or
redeem the Notes in the event of a takeover, recapitalization or similar transaction.
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The Trustee shall not be required to take any steps to ascertain whether a Change of Control
Triggering Event or any event which could lead to the occurrence of a Change of Control Triggering
Event has occurred or may occur and shall not be liable to any person for any failure to do so. The
Trustee shall be entitled to assume that no such event has occurred until it has received written notice to
the contrary from the Company.

No Mandatory Redemption or Sinking Fund
There will be no mandatory redemption or sinking fund payments for the Notes.
Additional Amounts

All payments by or on behalf of the Parent, the Issuer, a Subsidiary Guarantor or a JV Subsidiary
Guarantor of principal of, and premium (if any) and interest on, the Notes and any payments under the
Parent Guarantee, the Subsidiary Guarantees or JV Subsidiary Guarantees (if any) will be made without
withholding or deduction for, or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed or levied by or within any jurisdiction in which the
Parent, the Issuer or the applicable Subsidiary Guarantor or JV Subsidiary Guarantor is organized or
resident for tax purposes (or any political subdivision or taxing authority thereof or therein) (each, as
applicable, a “Relevant Taxing Jurisdiction) or any jurisdiction through which payments on the
Notes or a Guarantee are made (or any political subdivision or taxing authority thereof or therein) (as
applicable and together with the Relevant Taxing Jurisdictions, each, a “Relevant Jurisdiction”),
unless such withholding or deduction is required by law or by regulation or governmental policy having
the force of law. In the event that any such withholding or deduction is so required, the Parent, the
Issuer, the applicable Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, will pay
such additional amounts (“Additional Amounts™) as will result in receipt by the Holder of each Note
of such amounts as would have been received by such Holder had no such withholding or deduction
been required, except that no Additional Amounts shall be payable:

(1) for or on account of:

(a) any tax, duty, assessment or other governmental charge that would not have been
imposed but for:

(i) the existence of any present or former connection between the Holder or beneficial
owner of such Note and the Relevant Jurisdiction other than merely holding such
Note or the receipt of payments thereunder or under a Parent Guarantee,
Subsidiary Guarantee or JV Subsidiary Guarantee, including, without limitation,
such Holder or beneficial owner being or having been a national, domiciliary or
resident of such Relevant Jurisdiction or treated as a resident thereof or being or
having been physically present or engaged in a trade or business therein or having
or having had a permanent establishment therein;

(i1) the presentation of such Note (in cases in which presentation is required) more
than 30 days after the later of the date on which the payment of the principal of,
premium, if any, and interest on, such Note became due and payable pursuant to
the terms thereof or was made or duly provided for, except to the extent that the
Holder thereof would have been entitled to such Additional Amounts if it had
presented such Note for payment on any date within such 30-day period;

(iii) the failure of the Holder or beneficial owner to comply with a timely request of
the Parent, the Issuer, any Subsidiary Guarantor or any JV Subsidiary Guarantor,
addressed to the Holder to provide information concerning such Holder’s or
beneficial owner’s nationality, residence, identity or connection with any Relevant
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Jurisdiction, if and to the extent that due and timely compliance with such request
is required by law to reduce or eliminate any withholding or deduction as to
which Additional Amounts would have otherwise been payable to such Holder; or

(iv) the presentation of such Note (in cases in which presentation is required) for
payment in the Relevant Jurisdiction, unless such Note could not have been
presented for payment elsewhere;

(b) any estate, inheritance, gift, sale, transfer, personal property or similar tax, assessment
or other governmental charge;

(c) any tax, assessment, withholding or deduction required by sections 1471 through 1474
of the U.S. Internal Revenue Code of 1986, as amended (“FATCA”), any current or
future Treasury Regulations or rulings promulgated thereunder, any intergovernmental
agreement between the United States and any other jurisdiction to implement FATCA,
any law, regulation or other official guidance enacted in any jurisdiction implementing
FATCA, or any agreement with the U.S. Internal Revenue Service under FATCA; or

(d) any combination of taxes, duties, assessments or other governmental charges referred to
in the preceding clauses (a), (b) and (c); or

(2) to a Holder that is a fiduciary, partnership or person other than the sole beneficial owner of
any payment to the extent that such payment would be required to be included in the income
under the laws of a Relevant Jurisdiction, for tax purposes, of a beneficiary or settlor with
respect to the fiduciary, or a member of that partnership or a beneficial owner who would not
have been entitled to such Additional Amounts had that beneficiary, settlor, partner or
beneficial owner been the Holder thereof.

Whenever there is mentioned in any context the payment of principal of, and any premium or
interest on, any Note or under the Parent Guarantee, any Subsidiary Guarantee or any JV Subsidiary
Guarantee, such mention shall be deemed to include payment of Additional Amounts provided for in the
Indenture to the extent that, in such context, Additional Amounts are, were or would be payable in
respect thereof.

Redemption for Taxation Reasons

The Notes may be redeemed, at the option of the Issuer, as a whole but not in part, upon giving
not less than 30 days’ nor more than 60 days’ notice to the Holders (which notice shall be irrevocable)
and the Trustee, at a redemption price equal to 100% of the principal amount thereof, together with
accrued and unpaid interest (including any Additional Amounts), if any, to the date fixed by the Issuer,
as the case may be, for redemption (the “Tax Redemption Date”) if, as a result of:

(1) any change in, or amendment to, the laws (or any regulations or rulings promulgated
thereunder) of a Relevant Taxing Jurisdiction affecting taxation; or

(2) any change in the existing official position or the stating of an official position regarding the
application or interpretation of such laws, regulations or rulings (including a holding,
judgment or order by a court of competent jurisdiction),

which change or amendment becomes effective (or in the case of a statement, is announced) (i) with
respect to the Parent, the Issuer or any initial Subsidiary Guarantor, on or after the Original Issue Date,
or (ii) with respect to any Future Subsidiary Guarantor, JV Subsidiary Guarantor, on or after the date
such Future Subsidiary Guarantor or JV Subsidiary Guarantor becomes a Subsidiary Guarantor or JV
Subsidiary Guarantor, with respect to any payment due or to become due under the Notes or the
Indenture, the Parent, the Issuer, a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the case may
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be, is, or on the next Interest Payment Date would be, required to pay Additional Amounts, and such
requirement cannot be avoided by the taking of reasonable measures by the Parent, the Issuer, such
Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be; provided that no such notice of
redemption shall be given earlier than 90 days prior to the earliest date on which the Parent, the Issuer,
a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the case may be, would be obligated to pay
such Additional Amounts if a payment in respect of the Notes were then due.

Prior to the mailing of any notice of redemption of the Notes pursuant to the foregoing, the Parent,
the Issuer, a Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, will deliver to the
Trustee at least 30 days but not more than 60 days before the Tax Redemption Date:

(1)

(2)

an Officers’ Certificate stating that such change or amendment referred to in the prior
paragraph has occurred, describing the facts related thereto and stating that such requirement
cannot be avoided by the Parent, the Issuer, a Subsidiary Guarantor or JV Subsidiary
Guarantor, as the case may be, taking reasonable measures available to it; and

an Opinion of Counsel or an opinion of a tax consultant, in either case of recognized
standing with respect to tax matters of the Relevant Taxing Jurisdiction, stating that the
requirement to pay such Additional Amounts results from such change or amendment referred
to in the prior paragraph.

The Trustee shall and is entitled to accept such Officers’ Certificate and Opinion of Counsel as
sufficient evidence of the satisfaction of the conditions precedent described above, in which event it
shall be conclusive and binding on the Holders.

Any Notes that are redeemed will be canceled.

Certain Covenants

Set forth below are summaries of certain covenants contained in the Indenture.

Limitation on Indebtedness and Preferred Stock

(1)

()

The Company will not, and will not permit any Restricted Subsidiary to, Incur any
Indebtedness (including Acquired Indebtedness), and the Company will not permit any
Restricted Subsidiary to issue Preferred Stock, provided that the Company, the Parent, the
Issuer or any Subsidiary Guarantor may Incur Indebtedness (including Acquired
Indebtedness) and any Non-Guarantor Subsidiary may Incur Permitted Subsidiary
Indebtedness if, after giving effect to the Incurrence of such Indebtedness and the receipt
and application of the proceeds therefrom, (x) no Default has occurred and is continuing and
(y) the Fixed Charge Coverage Ratio would be not less than 2.5 to 1.0. Notwithstanding the
foregoing, the Company will not permit any Restricted Subsidiary to Incur any Disqualified
Stock (other than Disqualified Stock held by the Company, the Parent, Issuer or a Subsidiary
Guarantor, so long as it is so held).

Notwithstanding the foregoing, the Company and, to the extent provided below, any
Restricted Subsidiary may Incur each and all of the following (“Permitted Indebtedness™):

(a) Indebtedness under the Notes (excluding any Additional Notes), the Parent Guarantee
and each Subsidiary Guarantee and JV Subsidiary Guarantee;

(b) any Pari Passu Guarantee;
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(©)

(d)

(e)

Indebtedness of the Company or any Restricted Subsidiary and Preferred Stock of any
Restricted Subsidiary outstanding on the Original Issue Date excluding Indebtedness
permitted under clause (d); provided that such Indebtedness of Restricted Subsidiaries
shall be included in the calculation of Permitted Subsidiary Indebtedness (other than
any such Indebtedness described in clauses (a) and (b) above and clauses (d), (f), (g)
and (m) below);

Indebtedness of the Company or Indebtedness or Preferred Stock of any Restricted
Subsidiary owed to or held by the Company or any Restricted Subsidiary; provided that
(i) any event which results in any such Restricted Subsidiary ceasing to be a Restricted
Subsidiary or any subsequent transfer of such Indebtedness or Preferred Stock (other
than to the Company or any Restricted Subsidiary) shall be deemed, in each case, to
constitute an Incurrence of such Indebtedness not permitted by this clause (d) and (ii) if
the Parent, the Issuer, any Subsidiary Guarantor or any JV Subsidiary Guarantor is the
obligor and none of the Parent, the Issuer, the Subsidiary Guarantors and JV Subsidiary
Guarantors is an obligee on such Indebtedness, such Indebtedness must expressly be
subordinated in right of payment to the Notes, in the case of the Issuer, the Parent
Guarantee, in the case of the Parent, the Subsidiary Guarantee of such Subsidiary
Guarantor, in the case of a Subsidiary Guarantor, or the JV Subsidiary Guarantee of
such JV Subsidiary Guarantor, in the case of a JV Subsidiary Guarantor; provided
further that, any Preferred Stock issued by a Subsidiary Guarantor and held by the
Company or another Restricted Subsidiary must by the terms thereof or by operation of
law be subordinated in right of payment to the Subsidiary Guarantee of such Subsidiary
Guarantor or the JV Subsidiary Guarantee of such JV Subsidiary Guarantor;

Indebtedness (“‘Permitted Refinancing Indebtedness’) issued in exchange for, or the
net proceeds of which are used to refinance or refund, replace, exchange, renew, repay,
defease, discharge or extend (collectively, “refinance” and “refinances” and
“refinanced” shall have a correlative meaning), then outstanding Indebtedness (or
Indebtedness that is no longer outstanding but that is refinanced substantially
concurrently with the Incurrence of such Permitted Refinancing Indebtedness) Incurred
under the immediately preceding paragraph (1) or clauses (a), (b), (c), (e), (h), (0), (p),
(q), (1), (s), (), (u), (v) or (w) of this paragraph (2) and any refinancings thereof in an
amount not to exceed the amount so refinanced (plus premiums, accrued interest, fees
and expenses); provided that (i) Indebtedness the proceeds of which are used to
refinance the Notes or Indebtedness that is pari passu with, or subordinated in right of
payment to, the Notes, the Parent Guarantee, a Subsidiary Guarantee or a JV Subsidiary
Guarantee shall only be permitted under this clause (e) if (A) in case the Notes are
refinanced in part or the Indebtedness to be refinanced is pari passu with the Notes, the
Parent Guarantee, a Subsidiary Guarantee or a JV Subsidiary Guarantee, such new
Indebtedness, by its terms or by the terms of any agreement or instrument pursuant to
which such new Indebtedness is outstanding, is expressly made pari passu with, or
subordinate in right of payment to, the remaining Notes, the Parent Guarantee or such
Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, or (B) in case
the Indebtedness to be refinanced is subordinated in right of payment to the Notes, the
Parent Guarantee, a Subsidiary Guarantee or a JV Subsidiary Guarantee, such new
Indebtedness, by its terms or by the terms of any agreement or instrument pursuant to
which such new Indebtedness is issued or remains outstanding, is expressly made
subordinate in right of payment to the Notes, the Parent Guarantee, such Subsidiary
Guarantee or JV Subsidiary Guarantee, as the case may be, at least to the extent that the
Indebtedness to be refinanced is subordinated to the Notes, the Parent Guarantee, such
Subsidiary Guarantee or such JV Subsidiary Guarantee; (ii) such new Indebtedness,
determined as of the date of Incurrence of such new Indebtedness, does not mature prior
to the Stated Maturity of the Indebtedness to be refinanced, and the Average Life of
such new Indebtedness is at least equal to the remaining Average Life of the
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()

(2)
(h)

@)

@

Indebtedness to be refinanced; (iii) in no event may Indebtedness of the Issuer, the
Parent or any Subsidiary Guarantor or any JV Subsidiary Guarantor be refinanced
pursuant to this clause by means of any Indebtedness of the Company or any Restricted
Subsidiary that is not the Parent, the Issuer, a Subsidiary Guarantor or a JV Subsidiary
Guarantor; and (iv) in no event may Indebtedness of the Issuer, the Parent or any
Subsidiary Guarantor be refinanced pursuant to this clause by means of any
Indebtedness of any JV Subsidiary Guarantor (provided that this sub-clause (iv) shall
not prohibit the replacement of a Subsidiary Guarantee by a JV Subsidiary Guarantee if
otherwise permitted by the Indenture); provided further that the repayment, redemption
or discharge of an old Project Debt may be classified as being “refinanced” within the
meaning of this clause (e) by a new Project Debt Incurred within 180 days after the
repayment, redemption or discharge of such old Project Debt;

Indebtedness Incurred by the Company or any Restricted Subsidiary pursuant to (A)
Hedging Obligations entered into in the ordinary course of business and designed solely
to protect the Company or any Restricted Subsidiary from fluctuations in interest rates,
currencies or the price of commodities and not for speculation or (B) other derivative
contracts entered into for non-speculative purposes in connection with the business of
the Company or any Restricted Subsidiary;

Pre-Registration Mortgage Guarantees by the Company or any Restricted Subsidiary;

Indebtedness Incurred by the Company or any Restricted Subsidiary for the purpose of
financing (x) all or any part of the purchase price of assets, real or personal property
(including the lease purchase price of land use rights) or equipment to be used in the
ordinary course of business by the Company or a Restricted Subsidiary, including any
such purchase through the acquisition of Capital Stock of any Person that owns such
real or personal property or equipment which will, upon acquisition, become a
Restricted Subsidiary, or (y) all or any part of the purchase price or the cost of
development, construction or improvement of real or personal property (including the
lease purchase price of land use rights) or equipment to be used in the ordinary course
of business by the Company or a Restricted Subsidiary; provided that in the case of
clauses (x) and (y), (A) the aggregate principal amount of such Indebtedness shall not
exceed such purchase price or cost, (B) such Indebtedness shall be Incurred no later
than 180 days after the acquisition of such property or completion of such development,
construction or improvement and (C) on the date of the Incurrence of such Indebtedness
and after giving effect thereto, the aggregate principal amount outstanding of all such
Indebtedness Incurred under this clause (h) (together with refinancings thereof and the
aggregate principal amount outstanding of Indebtedness that was Incurred under clauses
(@), (), (s), (1), (u) and (v) below and the refinancings thereof, but excluding any
Contractor Guarantee or Guarantee Incurred under such clauses and this clause (h) to
the extent the amount of such Contractor Guarantee or Guarantee is otherwise reflected
in such aggregate principal amount) does not exceed an amount equal to 25% of Total
Assets;

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting
reimbursement obligations with respect to workers’ compensation claims or self-
insurance obligations or bid, performance or surety bonds (in each case other than for
an obligation for borrowed money);

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting

reimbursement obligations with respect to letters of credit, trade guarantees or similar
instruments issued in the ordinary course of business to the extent that such letters of
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(k)

O

(m)

(n)

(0)

(p)

@

credit, trade guarantees or similar instruments are not drawn upon or, if drawn upon, to
the extent such drawing is reimbursed no later than 30 days following receipt by the
Company or such Restricted Subsidiary of a demand for reimbursement;

Indebtedness arising from agreements providing for indemnification, adjustment of
purchase price or similar obligations, or from Guarantees or letters of credit, surety
bonds or performance bonds securing any obligation of the Company or any Restricted
Subsidiary pursuant to such agreements, in any case, Incurred in connection with the
disposition of any business, assets or Restricted Subsidiary (other than the Capital Stock
of the Parent and the Issuer and any asset of the Issuer), other than Guarantees of
Indebtedness Incurred by any Person acquiring all or any portion of such business,
assets or Restricted Subsidiary for the purpose of financing such acquisition; provided
that the maximum aggregate liability in respect of all such Indebtedness in the nature of
such Guarantee shall at no time exceed the gross proceeds actually received from the
sale of such business, assets or Restricted Subsidiary;

Indebtedness arising from the honoring by a bank or other financial institution of a
check, draft or similar instrument drawn against insufficient funds in the ordinary
course of business provided, however, that such Indebtedness is extinguished within
five Business Days of Incurrence;

Guarantees by the Company or any Restricted Subsidiary of Indebtedness of the
Company or any Restricted Subsidiary that was permitted to be Incurred by another
provision of this covenant, subject to the “Limitation on Issuances of Guarantees by
Restricted Subsidiaries” covenant;

Indebtedness of the Company or any Restricted Subsidiary with a maturity of one year
or less used by the Company or any Restricted Subsidiary for working capital; provided
that the aggregate principal amount of Indebtedness permitted by this clause (n) at any
time outstanding does not exceed 2% of Total Assets;

Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to
pay the deferred purchase price of Capital Stock of a Person pursuant to a Staged
Acquisition Agreement, to the extent that such deferred purchase price is paid within 12
months after the date on which the Company or such Restricted Subsidiary enter into
such Staged Acquisition Agreement; provided that such Person is either a Restricted
Subsidiary or would become a Restricted Subsidiary upon completion of the
transactions under such Staged Acquisition Agreement;

Indebtedness of the Company or any Restricted Subsidiary in an aggregate principal
amount outstanding at any time (together with refinancings thereof) not to exceed
US$30.0 million (or the Dollar Equivalent thereof);

Indebtedness Incurred or Preferred Stock issued by the Company or any Restricted
Subsidiary arising from any Investment made by a Financial Company Investor in a
PRC Restricted Subsidiary; provided that on the date of the Incurrence of such
Indebtedness or issuance of Preferred Stock and after giving effect thereto, the
aggregate principal amount outstanding of all such Indebtedness and Preferred Stock
Incurred under this clause (q) (together with refinancings thereof and the aggregate
principal amount outstanding of Indebtedness that was Incurred under clause (h) above
and clauses (r), (s), (t), (u) and (v) below and the refinancings thereof, but excluding
any Contractor Guarantee or Guarantee Incurred under such clauses and this clause (q)
to the extent the amount of such Contractor Guarantee or Guarantee is otherwise
reflected in such aggregate principal amount) does not exceed an amount equal to 25%
of Total Assets;
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(r)

(s)

()

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting a
Guarantee of Indebtedness of any Person (other than the Company or a Restricted
Subsidiary) by the Company or such Restricted Subsidiary, if (x) the aggregate of all
Indebtedness Incurred under this clause (r) (together with refinancing thereof and the
aggregate principal amount outstanding of Indebtedness that was Incurred under clauses
(h) and (q) above and clauses (s), (t), (u) and (v) below and the refinancings thereof,
but excluding any Contractor Guarantee or Guarantee Incurred under such clauses and
this clause (r) to the extent the amount of such Contractor Guarantee or Guarantee is
otherwise reflected in such aggregate principal amount) does not exceed an amount
equal to 25% of Total Assets and (y) the aggregate of all Indebtedness Incurred under
this clause (r) (together with refinancing thereof) does not exceed an amount equal to
7.5% of Total Assets;

Bank Deposit Secured Indebtedness Incurred by the Company or any Restricted
Subsidiary, provided that on the date of Incurrence of such Indebtedness, the aggregate
principal amount outstanding of such Indebtedness Incurred under this clause (s)
(together with refinancing thereof and the aggregate principal amount outstanding of
Indebtedness that was Incurred under clauses (h), (q) and (r) above and clauses (t), (u)
and (v) below and the refinancings thereof, but excluding any Contractor Guarantee or
Guarantee Incurred under such clauses and this clause (s) to the extent the amount of
such Contractor Guarantee or Guarantee is otherwise reflected in such aggregate
principal amount) does not exceed an amount equal to 25% of Total Assets;

(x) Indebtedness Incurred by any PRC Restricted Subsidiary which is secured by
Investment Properties, and Guarantees thereof by the Company or any Restricted
Subsidiary or (y) Capitalized Lease Obligations, or Attributable Indebtedness with
respect to a Sale and Leaseback Transaction that would otherwise be permitted under
the section entitled “Limitation on Sale and Leaseback Transactions,” Incurred by any
PRC Restricted Subsidiary; provided that on the date of the Incurrence of such
Indebtedness and after giving effect thereto, the aggregate principal amount outstanding
of all such Indebtedness Incurred under this clause (t) (together with refinancings
thereof and the aggregate principal amount outstanding of Indebtedness that was
Incurred under clauses (h), (q), (r) and (s) above and clauses (u) and (v) below and the
refinancings thereof, but excluding any Contractor Guarantee or Guarantee Incurred
under such clauses and this clause (t) to the extent the amount of such Contractor
Guarantee or Guarantee is otherwise reflected in such aggregate principal amount) does
not exceed an amount equal to 25% of Total Assets;

Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to
pay the deferred purchase price of Capital Stock of a Person pursuant to a Minority
Interest Staged Acquisition Agreement, to the extent that such deferred purchase price
is paid within 12 months after the date the Company or such Restricted Subsidiary
enters into such Minority Interest Staged Acquisition Agreement; provided that on the
date of the Incurrence of such Indebtedness and after giving effect thereto, the
aggregate principal amount outstanding of all such Indebtedness Incurred under this
clause (u) (together with refinancings thereof and the aggregate principal amount
outstanding of Indebtedness that was Incurred under clauses (h), (q), (r), (s) and (t)
above and clause (v) below and the refinancings thereof, but excluding any Contractor
Guarantee or Guarantee Incurred under such clauses and this clause (u) to the extent the
amount of such Contractor Guarantee or Guarantee is otherwise reflected in such
aggregate principal amount) does not exceed an amount equal to 25% of Total Assets;
and
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3)

4)

(v) Acquired Indebtedness of any Restricted Subsidiary Incurred and outstanding on the
date on which such Restricted Subsidiary became a Restricted Subsidiary (other than
Indebtedness Incurred (i) to provide all or any portion of the funds utilized to
consummate the transaction or series of transactions pursuant to which a Person
becomes a Restricted Subsidiary or (ii) otherwise in contemplation of a Person
becoming a Restricted Subsidiary or any such acquisition); provided that on the date of
the Incurrence of such Indebtedness and after giving effect thereto, the aggregate
principal amount outstanding of all such Indebtedness Incurred pursuant to this clause
(v) (together with refinancing thereof and the aggregate principal amount outstanding of
Indebtedness that was Incurred under clauses (h), (q), (r), (s), (t) and (u) above and the
refinancings thereof, but excluding any Contractor Guarantee or Guarantee Incurred
under such clauses and this clause (v) to the extent the amount of such Contractor
Guarantee or Guarantee is otherwise reflected in such aggregate principal amount) does
not exceed an amount equal to 25% of Total Assets.

For purposes of determining compliance with this “Limitation on Indebtedness and Preferred
Stock™ covenant, in the event that an item of Indebtedness meets the criteria of more than
one of the types of Indebtedness described above, including under the proviso in the first
paragraph of part (1), the Company, in its sole discretion, shall classify, and from time to
time may reclassify, such item of Indebtedness in one or more types of Indebtedness
described above.

Notwithstanding any other provision of this covenant, the maximum amount of Indebtedness
that may be Incurred pursuant to this covenant will not be deemed to be exceeded with
respect to any outstanding Indebtedness due solely to the result of fluctuations in the
exchange rates of currencies, provided that such Indebtedness was permitted to be Incurred at
the time of such Incurrence.

Limitation on Restricted Payments

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly (the
payments or any other actions described in clauses (1) through (4) below being collectively referred to
as “Restricted Payments”):

(1)

()

3)

“4)

declare or pay any dividend or make any distribution on or with respect to the Company’s or
any Restricted Subsidiary’s Capital Stock (other than dividends or distributions payable or
paid in shares of the Company’s or any Restricted Subsidiary’s (other than the Parent and the
Issuer) Capital Stock (other than Disqualified Stock or Preferred Stock) or in options,
warrants or other rights to acquire shares of such Capital Stock) held by Persons other than
the Company or any Wholly Owned Restricted Subsidiary;

purchase, call for redemption or redeem, retire or otherwise acquire for value any shares of
Capital Stock of the Company or any Restricted Subsidiary (including options, warrants or
other rights to acquire such Capital Stock) or any direct or indirect parent of the Company
held by any Person other than the Company or any Wholly Owned Restricted Subsidiary;

make any voluntary or optional principal payment, or voluntary or optional redemption,
repurchase, defeasance, or other acquisition or retirement for value, of Indebtedness that is
subordinated in right of payment to the Notes, the Parent Guarantee, any of the Subsidiary
Guarantees or any of the JV Subsidiary Guarantees (excluding any intercompany
Indebtedness between or among the Company and the Restricted Subsidiaries); or

make any Investment, other than a Permitted Investment;
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if, at the time of, and after giving effect to, the proposed Restricted Payment:

(@)

(b)

(©

a Default has occurred and is continuing or would occur as a result of such Restricted
Payment;

the Company could not Incur at least US$1.00 of Indebtedness under the proviso in the first
paragraph of part (1) of the covenant entitled “— Limitation on Indebtedness and Preferred
Stock;” or

such Restricted Payment, together with the aggregate amount of all (1) Restricted Payments
made by the Company and its Restricted Subsidiaries after the Original Issue Date and (2)
payments made by the Company and its Restricted Subsidiaries after the Measurement Date
but on or before the Original Issue Date that would have been Restricted Payments had they
been made after the Original Issue Date, shall exceed the sum of:

(1)

(ii)

(iii)

(iv)

50% of the aggregate amount of the Consolidated Net Income of the Company (or, if
the Consolidated Net Income is a loss, minus 100% of the amount of such loss) accrued
on a cumulative basis during the period (taken as one accounting period) beginning on
January 1, 2018 and ending on the last day of the Company’s most recently ended fiscal
quarter for which consolidated financial statements of the Company (which the
Company shall use its reasonable best efforts to compile in a timely manner) are
available (which may include internal consolidated financial statements); plus

100% of the aggregate Net Cash Proceeds received by the Company after the
Measurement Date as a capital contribution to its common equity or from the issuance
and sale of its Capital Stock (other than Disqualified Stock) to a Person who is not the
Company or a Subsidiary of the Company, including any such Net Cash Proceeds
received upon (A) the conversion of any Indebtedness (other than Subordinated
Indebtedness) of the Company into Capital Stock (other than Disqualified Stock) of the
Company, or (B) the exercise by a Person who is not the Company or a Subsidiary of
the Company of any options, warrants or other rights to acquire Capital Stock of the
Company (other than Disqualified Stock) in each case after deducting the amount of
any such Net Cash Proceeds used to redeem, repurchase, defease or otherwise acquire
or retire for value any Subordinated Indebtedness or Capital Stock of the Company;
plus

the amount by which Indebtedness of the Company or any Restricted Subsidiary is
reduced on the Company’s consolidated balance sheet upon the conversion or exchange
(other than by a Subsidiary of the Company) subsequent to the Measurement Date of
any Indebtedness of the Company or any Restricted Subsidiary convertible or
exchangeable into Capital Stock (other than Disqualified Stock) of the Company (less
the amount of any cash, or the Fair Market Value of any other property, distributed by
the Company upon such conversion or exchange); plus

an amount equal to the net reduction in Investments (other than reductions in Permitted
Investments) that were made after the Measurement Date in any Person resulting from
(A) payments of interest on Indebtedness, dividends or repayments of loans or advances
by such Person, in each case to the Company or any Restricted Subsidiary (except, in
each case, to the extent any such payment or proceeds are included in the calculation of
Consolidated Net Income), (B) the unconditional release of a Guarantee provided by the
Company or a Restricted Subsidiary after the Measurement Date of an obligation of
another Person, (C) to the extent that an Investment made after the Measurement Date
is sold or otherwise liquidated or repaid for cash, the lesser of (x) cash return of capital
with respect to such Investment (less the cost of disposition, if any) and (y) the initial
amount of such Investment, or (D) from redesignations of Unrestricted Subsidiaries as
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Restricted Subsidiaries, not to exceed, in each case, the amount of Investments (other
than Permitted Investments) made by the Company or a Restricted Subsidiary after the
Measurement Date in any such Person; plus

(v) US$75.0 million (or the Dollar Equivalent thereof).

The foregoing provision shall not be violated by reason of:

(1)

(2)

3)

4)

(5)

(6)

(7

the payment of any dividend or redemption of any Capital Stock within 60 days after the
related date of declaration or call for redemption if, at said date of declaration or call for
redemption, such payment or redemption would comply with the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of
Subordinated Indebtedness of the Company, the Parent, the Issuer or any of the Subsidiary
Guarantors or JV Subsidiary Guarantors with the Net Cash Proceeds of, or in exchange for, a
substantially concurrent Incurrence of Permitted Refinancing Indebtedness;

the redemption, repurchase or other acquisition of Capital Stock of the Parent, the Issuer or
any Subsidiary Guarantor or JV Subsidiary Guarantors (or options, warrants or other rights to
acquire such Capital Stock) in exchange for, or out of the Net Cash Proceeds of a
substantially concurrent capital contribution or sale (other than to the Company or a
Subsidiary of the Company) of, Capital Stock (other than Disqualified Stock) of the Parent,
the Issuer or any Subsidiary Guarantor (or options, warrants or other rights to acquire such
Capital Stock); provided that the amount of any such Net Cash Proceeds that are utilized for
any such Restricted Payment will be excluded from clause (c)(ii) of the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of
Subordinated Indebtedness of the Company, the Parent, the Issuer or any of the Subsidiary
Guarantors or JV Subsidiary Guarantors in exchange for, or out of the Net Cash Proceeds of,
a substantially concurrent capital contribution or sale (other than to the Company or a
Subsidiary of the Company) of, Capital Stock (other than Disqualified Stock) of the
Company, the Parent, the Issuer or any of the Subsidiary Guarantors or JV Subsidiary
Guarantors (or options, warrants or other rights to acquire such Capital Stock); provided that
the amount of any such Net Cash Proceeds that are utilized for any such Restricted Payment
will be excluded from clause (c)(ii) of the preceding paragraph;

any dividend or distribution declared, paid or made by a Restricted Subsidiary payable, on a
pro rata basis or on a basis more favorable to the Company, to all holders of a class of
Capital Stock of such Restricted Subsidiary; provided that, with respect to a Restricted
Subsidiary of which less than a majority of the Voting Stock is directly or indirectly owned
by the Company, such dividend or distribution shall be declared, paid or made on a pro rata
basis or on a basis more favorable to the Company, as determined by the ownership of the
Voting Stock;

the redemption, repurchase or other acquisition of Capital Stock of the Company (or options,
warrants or other rights to acquire such Capital Stock) in exchange for, or out of the Net
Cash Proceeds of a substantially concurrent capital contribution or sale (other than to a
Subsidiary of the Company) of, Capital Stock (other than Disqualified Stock) of the
Company (or options, warrants or other rights to acquire such Capital Stock); provided that
the amount of any such Net Cash Proceeds that are utilized for any such Restricted Payment
will be excluded from clause (c)(ii) of the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of

Subordinated Indebtedness of the Company in exchange for, or out of the Net Cash Proceeds
of, a substantially concurrent capital contribution or sale (other than to the Company or a
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(8)
©)

(10)

(11)

(12)

(13)

(14)

(15)

Subsidiary of the Company) of, Capital Stock (other than Disqualified Stock) of the
Company (or options, warrants or other rights to acquire such Capital Stock); provided that
the amount of any such Net Cash Proceeds that are utilized for any such Restricted Payment
will be excluded from clause (c)(ii) of the preceding paragraph;

[Reserved];

the purchase by a Restricted Subsidiary (other than the Issuer) of Capital Stock in any PRC
Restricted Subsidiary (not exceeding 20% of the total Capital Stock in such PRC Restricted
Subsidiary) pursuant to an agreement entered into by such Restricted Subsidiary with an
Independent Third Party solely for the purpose of acquiring real property or land use rights,
provided that (x) such purchase occurs within 12 months after such PRC Restricted
Subsidiary acquires the real property or land use rights it was formed to acquire and (y) the
Company delivers to the Trustee a Board Resolution set forth in an Officers’ Certificate
confirming that, in the opinion of the Board of Directors, the purchase price of such Capital
Stock is less than or equal to the fair market value of such Capital Stock (determined by
multiplying the fair market value of such PRC Restricted Subsidiary by the percentage that
such Capital Stock represents in the total Capital Stock of such PRC Restricted Subsidiary);

the purchase of Capital Stock of a Person, and payments made, pursuant to a Staged
Acquisition Agreement or a Minority Interest Staged Acquisition Agreement;

dividends paid to, or the purchase of Capital Stock of any PRC Restricted Subsidiary held by
any Financial Company Investor in respect of any Preferred Stock issued or Indebtedness
outstanding on the Original Issue Date or issued or Incurred under paragraph (2)(q) of the
“Limitation on Indebtedness and Preferred Stock” covenant;

(A) the repurchase, redemption or other acquisition or retirement for value of the Capital
Stock of the Company or any Restricted Subsidiary (directly or indirectly, including through
any trustee, agent or nominee) in connection with an employee benefit plan, and any
corresponding Investment by the Company or any Restricted Subsidiary in any trust or
similar arrangements to the extent of such repurchased, redeemed, acquired or retired Capital
Stock, or (B) the repurchase, redemption or other acquisition or retirement for value of any
Capital Stock of the Company or any Restricted Subsidiary held by an employee benefit plan
of the Company or any Restricted Subsidiary, any current or former officer, director,
consultant, or employee of the Company or any Restricted Subsidiary (or permitted
transferees, estates or heirs of any of the foregoing); provided that the aggregate
consideration paid for all such repurchased, redeemed, acquired or retired Capital Stock shall
not exceed US$50.0 million (or the Dollar Equivalent thereof using the Original Issue Date
as the date of determination);

cash payment in lieu of fractional shares in connection with the exercise of warrants, options
or other securities convertible into or exchangeable for Capital Stock of the Company,
provided, however, that any such cash payment shall not be for the purpose of evading the
limitation of this “— Limitation on Restricted Payments” covenant (as determined in good
faith by the Board of Directors of the Company);

the redemption, repurchase or other acquisition of Capital Stock of any Restricted Subsidiary
(other than the Parent and the Issuer) (not exceeding 50% of the total Capital Stock in such
Restricted Subsidiary) from an Independent Third Party; or

any dividend or distribution declared, paid or made by the Company to Strategic Investors in
accordance with the terms of the Investment Agreements,
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provided that, in the case of clause (2), (3) or (4) of the preceding paragraph, no Default shall have
occurred and be continuing or would occur as a consequence of the actions or payments set forth
therein.

Subject to the immediately following paragraph, each Restricted Payment made pursuant to clause
(1) of the preceding paragraph shall be included in calculating whether the conditions of clause (c) of
the first paragraph of this “Limitation on Restricted Payments” covenant have been met with respect to
any subsequent Restricted Payment.

Notwithstanding any other provision of this “Limitation on Restricted Payments” covenant, clause
(b) of the first paragraph of this covenant does not have to be satisfied with respect to any Restricted
Payment consisting solely of the declaration or payment of dividends in cash on the Common Stock of
the Company or the repurchase of Common Stock of the Company; provided that, the only amount of
any Restricted Payment made pursuant to this paragraph that shall be included in calculating whether the
conditions of clause (c) of the first paragraph of this “Limitation on Restricted Payments” covenant
have been met shall be the excess amount, if any, of (x) the aggregate amount of all declarations and
payments of dividends on such Common Stock during any fiscal year of the Company and price paid for
all such repurchased Common Stock during such fiscal year over (y) 35% of the consolidated profit for
the year of the Company calculated in accordance with GAAP for the fiscal year immediately before
such fiscal year.

The amount of any Restricted Payment (other than cash) will be the Fair Market Value on the date
of the Restricted Payment of the asset(s) or securities proposed to be transferred or issued by the
Company or the Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment. The
value of any assets or securities that are required to be valued by this covenant will be the Fair Market
Value. The Board of Directors’ determination of the Fair Market Value of a Restricted Payment or any
such assets or securities must be based upon an opinion or appraisal issued by an appraisal or
investment banking firm of recognized international standing if the Fair Market Value exceeds US$10.0
million (or the Dollar Equivalent thereof).

Not later than the date of making any Restricted Payment in excess of US$10.0 million (or the
Dollar Equivalent thereof) (other than any Restricted Payments set forth in clauses (5) through (15)
above), the Company will deliver to the Trustee an Officers’ Certificate stating that such Restricted
Payment is permitted and setting forth the basis upon which the calculations required by this covenant
entitled “— Limitation on Restricted Payments” were computed, together with a copy of any fairness
opinion or appraisal required by the Indenture.

Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries
(1) Except as provided below, the Company will not, and will not permit any Restricted
Subsidiary to, create or otherwise cause or permit to exist or become effective any

encumbrance or restriction on the ability of any Restricted Subsidiary to:

(a) pay dividends or make any other distribution on any Capital Stock of such Restricted
Subsidiary owned by the Company or any other Restricted Subsidiary;

(b) pay any Indebtedness or other obligation owed to the Company or any other Restricted
Subsidiary;

(c) make loans or advances to the Company or any other Restricted Subsidiary; or

(d) sell, lease or transfer any of its property or assets to the Company or any other
Restricted Subsidiary.
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2)

The provisions of clause (1) do not apply to any encumbrances or restrictions:

(a)

(b)
(©)

(d)

(e)

()

existing in agreements as in effect on the Original Issue Date, or in the Notes, the
Parent Guarantee, the Subsidiary Guarantees, the JV Subsidiary Guarantees, the
Indenture, the Keepwell and EIPU, or under any Pari Passu Guarantee or any
Indebtedness guaranteed by a Pari Passu Guarantee, and any extensions, refinancings,
renewals or replacements of any of the foregoing agreements; provided that the
encumbrances and restrictions in any such extension, refinancing, renewal or
replacement, taken as a whole, are no more restrictive in any material respect to the
Holders than those encumbrances or restrictions that are then in effect and that are
being extended, refinanced, renewed or replaced;

existing under or by reason of applicable law, rule, regulation or order;

existing with respect to any Person or the property or assets of such Person acquired by
the Company or any Restricted Subsidiary, at the time of such acquisition and not
incurred in contemplation thereof, which encumbrances or restrictions are not applicable
to any Person or the property or assets of any Person other than such Person or the
property or assets of such Person so acquired, and any extensions, refinancings,
renewals or replacements thereof; provided that the encumbrances and restrictions in
any such extension, refinancing, renewal or replacement, taken as a whole, are no more
restrictive in any material respect to the Holders than those encumbrances or restrictions
that are then in effect and that are being extended, refinanced, renewed or replaced;

that otherwise would be prohibited by the provision described in clause (1)(d) of this
covenant if they arise, or are agreed to, in the ordinary course of business and, that (i)
restrict in a customary manner the subletting, assignment or transfer of any property or
asset that is subject to a lease or license, or (ii) exist by virtue of any Lien on, or
agreement to transfer, option or similar right with respect to any property or assets of
the Company or any Restricted Subsidiary not otherwise prohibited by the Indenture or
(iii) do not relate to any Indebtedness, and that do not, individually or in the aggregate,
detract from the value of property or assets of the Company or any Restricted
Subsidiary in any manner material to the Company or any Restricted Subsidiary;

with respect to a Restricted Subsidiary (other than the Parent and the Issuer) and
imposed pursuant to an agreement that has been entered into for the sale or disposition
of all or substantially all of the Capital Stock of, or property and assets of, such
Restricted Subsidiary that is permitted by the covenants entitled “— Limitation on
Sales and Issuances of Capital Stock in Restricted Subsidiaries,” “— Limitation on
Indebtedness and Preferred Stock™ and “— Limitation on Asset Sales;”

with respect to any Restricted Subsidiary and imposed pursuant to an agreement that
has been entered into for the Incurrence of Indebtedness or issuance of Preferred Stock
of the type described under clause (2)(h), (2)(n), (2)(0), (2)(p), (2)(q), (2)(1), (2)(s),
(2)(t), (2)(u) or 2(v) of the covenant entitled “— Limitation on Indebtedness and
Preferred Stock” if the encumbrances or restrictions are (i) customary for such types of
agreements and (ii) would not, at the time agreed to, be expected to materially and
adversely affect (w) the ability of the Company to honor its commitments under the
Keepwell and EIPU, (x) the ability of the Issuer to make the required payments on the
Notes, (y) the Parent to make required payments under its Parent Guarantee, or (z) any
Subsidiary Guarantor or JV Subsidiary Guarantor to make required payments under its
Subsidiary Guarantee or JV Subsidiary Guarantee; provided that the encumbrances and
restrictions in any such extension, refinancing, renewal or replacement, taken as a
whole, are no more restrictive in any material respect to the Holders than those
encumbrances or restrictions that are then in effect and that are being extended,
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refinanced, renewed or replaced, provided further that, the Board of Directors is
empowered to determine as to whether the conditions set forth in clauses (i) and (ii) are
met, which determination shall be conclusive if evidenced by a Board Resolution;

(g) existing in customary provisions in joint venture agreements and other similar
agreements permitted under the Indenture, to the extent such encumbrance or restriction
relates to the activities or assets of a Restricted Subsidiary that is a party to such joint
venture and if (i) the encumbrances or restrictions are customary for a joint venture or
similar agreement of that type and (ii) the encumbrances or restrictions would not, at
the time agreed to, be expected to materially and adversely affect (w) the ability of the
Company to honor its commitments under the Keepwell and EIPU, (x) the ability of the
Issuer to make the required payments on the Notes, (y) the Parent to make required
payments under its Parent Guarantee, or (z) any Subsidiary Guarantor or JV Subsidiary
Guarantor to make required payments under its Subsidiary Guarantee or JV Subsidiary
Guarantee, provided further that, the Board of Directors is empowered to determine as
to whether of the conditions set forth in clauses (i) and (ii) are met, which
determination shall be conclusive if evidenced by a Board Resolution; or

(h) existing with respect to any Unrestricted Subsidiary or the property or assets of such
Unrestricted Subsidiary that is designated as a Restricted Subsidiary in accordance with
the terms of the Indenture at the time of such designation and not incurred in
contemplation of such designation, which encumbrances or restrictions are not
applicable to any Person or the property or assets of any Person other than such
Subsidiary or its subsidiaries or the property or assets of such Subsidiary or its
subsidiaries, and any extensions, refinancing, renewals or replacements thereof;
provided that the encumbrances and restrictions in any such extension, refinancing,
renewal or replacement, taken as a whole, are no more restrictive in any material
respect to the Holders than those encumbrances or restrictions that are then in effect
and that are being extended, refinanced, renewed or replaced.

Limitation on Sales and Issuances of Capital Stock in Restricted Subsidiaries

The Company will not sell, and will not permit any Restricted Subsidiary, directly or indirectly, to
issue or sell any shares of Capital Stock of a Restricted Subsidiary (including options, warrants or other
rights to purchase shares of such Capital Stock) except:

(D

2)

3)

to the Company or a Wholly Owned Restricted Subsidiary, or in the case of a Restricted
Subsidiary that is not a Wholly Owned Restricted Subsidiary, pro rata to its shareholders or
incorporators;

to the extent such Capital Stock represents director’s qualifying shares or is required by
applicable law to be held by a Person other than the Company or a Wholly Owned Restricted
Subsidiary;

for the issuance or sale of the Capital Stock of a Restricted Subsidiary (other than the Parent
and the Issuer) if, immediately after giving effect to such issuance or sale, such Restricted
Subsidiary would no longer constitute a Restricted Subsidiary and any remaining Investment
in such Person would have been permitted to be made under the “— Limitation on Restricted
Payments” covenant if made on the date of such issuance or sale and provided that the
Company complies with the “— Limitation on Asset Sales” covenant; provided that,
paragraph (18)(b) of the definition of “Permitted Investments” shall not apply if such
Investment would otherwise have been permitted under paragraph (18) of such definition; and
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(4) the issuance or sale of Capital Stock of a Restricted Subsidiary (other than the Parent and the
Issuer) (which remains a Restricted Subsidiary after any such issuance or sale); provided that
the Company or such Restricted Subsidiary applies the Net Cash Proceeds of such issuance
or sale in accordance with the covenant entitled “— Limitation on Asset Sales.”

Limitation on Issuances of Guarantees by Restricted Subsidiaries

The Company will not permit any Restricted Subsidiary which is not the Parent, the Issuer, a
Subsidiary Guarantor or a JV Subsidiary Guarantor, directly or indirectly, to Guarantee any Indebtedness
(“Guaranteed Indebtedness”) of the Company, the Parent, Issuer or any Subsidiary Guarantor, unless
(1) (a) such Restricted Subsidiary, simultaneously executes and delivers a supplemental indenture to the
Indenture providing for an unsubordinated Subsidiary Guarantee (in the case of a Subsidiary Guarantor)
or JV Subsidiary Guarantee (in the case of a JV Subsidiary Guarantor) of payment of the Notes by such
Restricted Subsidiary and (b) such Restricted Subsidiary waives, and will not in any manner whatsoever
claim or take the benefit or advantage of, any rights of reimbursement, indemnity or subrogation or any
other rights against the Company or any other Restricted Subsidiary as a result of any payment by such
Restricted Subsidiary under its Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be,
until the Notes have been paid in full, (2) such Guarantee is permitted by clauses (2)(d) or (s) (in the
case of clause (2)(s), with respect to the Guarantee provided by the Company or any Restricted
Subsidiary through the pledge of one or more bank accounts or deposits to secure (or the use of any
Guarantee or letter of credit or similar instruments to Guarantee) any Bank Deposit Secured
Indebtedness), under the caption “— Limitation on Indebtedness and Preferred Stock™ or (3) such
Restricted Subsidiary is incorporated in the PRC.

If the Guaranteed Indebtedness (1) ranks pari passu in right of payment with the Notes, the Parent
Guarantee, any Subsidiary Guarantee or any JV Subsidiary Guarantee, then the Guarantee of such
Guaranteed Indebtedness shall rank pari passu in right of payment with, or subordinated to, the Parent
Guarantee, the Subsidiary Guarantee or the JV Subsidiary Guarantee, as the case may be, or (2) is
subordinated in right of payment to the Notes, the Parent Guarantee, any Subsidiary Guarantee or any
JV Subsidiary Guarantee, then the Guarantee of such Guaranteed Indebtedness shall be subordinated in
right of payment to the Parent Guarantee, the Subsidiary Guarantee or the JV Subsidiary Guarantee, as
the case may be, at least to the extent that the Guaranteed Indebtedness is subordinated to the Notes, the
Parent Guarantee, the Subsidiary Guarantee or the JV Subsidiary Guarantee.

The Company will not permit any JV Subsidiary Guarantor, directly or indirectly, to guarantee any
Indebtedness of the Company or any other Restricted Subsidiary unless the aggregate claims of the
creditor under such guarantee will be limited to the JV Entitlement Amount, which, absent manifest
error, may be conclusively evidenced by an Officers’ Certificate from the Company certifying to that
effect. The Trustee is fully protected in relying on such an Officers’ Certificate with respect to such
guarantee given by the relevant JV Subsidiary Guarantor. If any JV Subsidiary Guarantor guarantees any
Indebtedness of the Company or any other Restricted Subsidiary where the aggregate claims of the
creditor under such guarantee exceeds the JV Entitlement Amount, such JV Subsidiary Guarantee shall
be replaced with a Subsidiary Guarantee given by a Subsidiary Guarantor.
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Limitation on Transactions with Shareholders and Affiliates

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,
enter into, renew or extend any transaction or arrangement (including, without limitation, the purchase,
sale, lease or exchange of property or assets, or the rendering of any service) with (x) any holder (or any
Affiliate of such holder) of 10% or more of any class of Capital Stock of the Company or (y) any
Affiliate of the Company (each an “Affiliate Transaction’), unless:

(1)

()

the Affiliate Transaction is on fair and reasonable terms that are no less favorable to the
Company or the relevant Restricted Subsidiary, as the case may be, than those that would
have been obtained in a comparable transaction by the Company or the relevant Restricted
Subsidiary with a Person that is not an Affiliate of the Company or such Restricted
Subsidiary; and

the Company delivers to the Trustee:

(a) with respect to any Affiliate Transaction or series of related Affiliate Transactions
involving aggregate consideration in excess of US$25.0 million (or the Dollar
Equivalent thereof), a Board Resolution set forth in an Officers’ Certificate certifying
that such Affiliate Transaction complies with this covenant and such Affiliate
Transaction has been approved by a majority of the disinterested members of the Board
of Directors; and

(b) with respect to any Affiliate Transaction or series of related Affiliate Transactions
involving aggregate consideration in excess of US$50.0 million (or the Dollar
Equivalent thereof), in addition to the Board Resolution required in clause 2(a) above,
an opinion as to the fairness to the Company or such Restricted Subsidiary, as the case
may be, of such Affiliate Transaction from a financial point of view issued by an
accounting, appraisal or investment banking firm of recognized international standing.

The foregoing limitation does not limit, and shall not apply to:

(1)

2)

3)

“4)
(5)

(6)

the payment of reasonable and customary regular fees and other compensation for the service
as board members to directors of the Company or any Restricted Subsidiary who are not
employees of the Company or any Restricted Subsidiary;

transactions between or among the Company and any Wholly Owned Restricted Subsidiary or
between or among Wholly Owned Restricted Subsidiaries;

any Restricted Payment of the type described in clause (1), (2) or (3) of the first paragraph of
the covenant entitled “— Limitation on Restricted Payments” if permitted by that covenant;

any sale of Capital Stock (other than Disqualified Stock) of the Company;

the payment of compensation to officers and directors of the Company or any Restricted
Subsidiary pursuant to an employee stock or share option scheme, so long as such scheme is
in compliance with the listing rules of The Stock Exchange of Hong Kong Limited if the
Company were listed on The Stock Exchange of Hong Kong Limited, which as of the
Original Issue Date require a majority shareholder approval for any such scheme;

any purchase of Capital Stock of the type specified in clause (9), (10) or (11) of the second
paragraph of the covenant entitled “— Limitation on Restricted Payments;” and
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(7) any repurchase, redemption or other acquisition or retirement for value of any Capital Stock
of the Company or any Restricted Subsidiary pursuant to clause (12) of the second paragraph
of the covenant entitled “— Limitation on Restricted Payments.”

In addition, the requirements of clause (2) of the first paragraph of this covenant shall not apply to
(i) Investments (including Permitted Investments that are permitted under paragraph (18) of the
definition of ‘“Permitted Investments” but otherwise excluding any other Permitted Investments) not
prohibited by the ‘“Limitation on Restricted Payments” covenant, (ii) transactions pursuant to
agreements in effect on the Original Issue Date and described in this offering memorandum, or any
amendment or modification or replacement thereof, so long as such amendment, modification or
replacement is not more disadvantageous to the Company and the Restricted Subsidiaries than the
original agreement in effect on the Original Issue Date, and (iii) any transaction between or among any
of the Company, any Wholly Owned Restricted Subsidiary and any Restricted Subsidiary that is not a
Wholly Owned Restricted Subsidiary or between or among the Company or a Restricted Subsidiary on
the one part and a Jointly Controlled Entity, an Associate or an Unrestricted Subsidiary on the other
part; provided that in the case of clause (iii), (a) such transaction is entered into in the ordinary course
of business, (b) in the case of a transaction with a Restricted Subsidiary that is not a Wholly Owned
Restricted Subsidiary, none of the minority shareholders or minority partners of or in such Restricted
Subsidiary (other than those that beneficially own in the aggregate no more than 10% of the Capital
Stock of such Restricted Subsidiary) is a Person described in clause (x) or (y) of the first paragraph of
this covenant (other than by reason of such minority shareholder or minority partner being an officer or
director of such Restricted Subsidiary or being a Subsidiary of the Company), or (c) in the case of a
transaction with a Jointly Controlled Entity, an Associate or an Unrestricted Subsidiary, none of the
shareholders or partners (other than the Company or a Restricted Subsidiary) of such Jointly Controlled
Entity, Associate or Unrestricted Subsidiary (other than shareholders or partners that beneficially own in
the aggregate no more than 10% of the Capital Stock of such Jointly Controlled Entity, Associate or
Unrestricted Subsidiary) is a Person described in clause (x) or (y) of the first paragraph of this covenant
(other than by reason of such shareholder or partner being a director or officer of such Jointly
Controlled Entity, Associate or Unrestricted Subsidiary or by reason of being a Subsidiary, Jointly
Controlled Entity or Associate of the Company).

In addition, for so long as Evergrande has any outstanding high yield debt securities (the terms of
which contain a customary restriction on transactions with shareholders and affiliates), the requirements
of clause (2) of the first paragraph of this covenant shall not apply to transactions between the Company
or any Restricted Subsidiary on the one hand and Evergrande or any Subsidiary of Evergrande on the
other hand (“Intra-Evergrande Affiliate Transactions™), provided that (x) either (i) the listing rules of
The Hong Kong Stock Exchange are applicable to Evergrande and its Subsidiaries, (ii) the listing rules
of the Shanghai Stock Exchange are applicable to the Company and the Restricted Subsidiaries, or (iii)
the listing rules of the Shenzhen Stock Exchange are applicable to the Company and the Restricted
Subsidiaries; and (y) such transactions comply in all respects with all applicable listing rules described
in clause (X).

Limitation on Liens

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,
incur, assume or permit to exist any Lien on the Capital Stock of the Parent, the Issuer, any Subsidiary
Guarantor or JV Subsidiary Guarantor (other than paragraph (1) of the definition of “Permitted Liens”),
unless the Notes are equally and ratably secured by such Lien.

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,
incur, assume or permit to exist any Lien of any nature whatsoever on any of its assets or properties of
any kind, whether owned at the Original Issue Date or thereafter acquired, except Permitted Liens,
unless the Notes are equally and ratably secured by such Lien.
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Limitation on Sale and Leaseback Transactions

The Company will not, and will not permit any Restricted Subsidiary to, enter into any Sale and
Leaseback Transaction; provided that the Company or any Restricted Subsidiary may enter into a Sale
and Leaseback Transaction if:

(1)

(2)

3)

the Company or any Restricted Subsidiary could have (a) Incurred Indebtedness in an amount
equal to the Attributable Indebtedness relating to such Sale and Leaseback Transaction under
the covenant entitled “— Limitation on Indebtedness and Preferred Stock” and (b) Incurred a
Lien to secure such Indebtedness pursuant to the covenant entitled “— Limitation on Liens,”
in which case, the corresponding Indebtedness and Lien will be deemed Incurred pursuant to
those provisions;

the gross cash proceeds of that Sale and Leaseback Transaction are at least equal to the Fair
Market Value of the property that is the subject of such Sale and Leaseback Transaction; and

the transfer of assets in that Sale and Leaseback Transaction is permitted by, and the
Company or such Restricted Subsidiary applies the proceeds of such transaction in
compliance with, the covenant entitled “— Limitation on Asset Sales.”

Limitation on Asset Sales

The Company will not, and will not permit any Restricted Subsidiary to, consummate any Asset
Sale, unless:

(1)

2)

3)

no Default shall have occurred and be continuing or would occur as a result of such Asset
Sale;

the consideration received by the Company or such Restricted Subsidiary, as the case may be,
is at least equal to the Fair Market Value of the assets sold or disposed of; and

at least 75% of the consideration received consists of cash, Temporary Cash Investments or
Replacement Assets; provided that in the case of an Asset Sale in which the Company or
such Restricted Subsidiary receives Replacement Assets involving aggregate consideration in
excess of US$50.0 million (or the Dollar Equivalent thereof), the Company shall deliver to
the Trustee an opinion as to the fairness to the Company or such Restricted Subsidiary of
such Asset Sale from a financial point of view issued by an accounting, appraisal or
investment banking firm of international standing. For purposes of this provision, each of the
following will be deemed to be cash:

(a) any liabilities, as shown on the Company’s most recent consolidated balance sheet, of
the Company or any Restricted Subsidiary (other than contingent liabilities and
liabilities that are by their terms subordinated to the Notes or any Subsidiary Guarantee
or any JV Subsidiary Guarantee or the obligations under the Keepwell and the EIPU)
that are assumed by the transferee of any such assets pursuant to a customary
assumption, assignment, novation or similar agreement that releases the Company or
such Restricted Subsidiary, as the case may be, from further liability; and

(b) any securities, notes or other obligations received by the Company or any Restricted
Subsidiary from such transferee that are promptly, but in any event within 30 days of
closing, converted by the Company or such Restricted Subsidiary, as the case may be,
into cash, to the extent of the cash received in that conversion,
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provided that clauses (1), (2) and (3) above shall not apply to any Asset Sale to any Person that will,
upon the consummation of such Asset Sale, become a Restricted Subsidiary.

Within 360 days after the receipt of any Net Cash Proceeds from an Asset Sale, the Company (or
any Restricted Subsidiary) may apply such Net Cash Proceeds to:

(1) permanently repay Senior Indebtedness of the Parent, the Issuer or a Subsidiary Guarantor or
any Indebtedness of a Restricted Subsidiary that is not the Parent, the Issuer or a Subsidiary
Guarantor (and, if such Senior Indebtedness repaid is revolving credit Indebtedness, to
correspondingly reduce commitments with respect thereto) in each case owing to a Person
other than the Company or a Restricted Subsidiary; or

(2) acquire properties and assets that replace the properties and assets that were the subject of
such Asset Sale or Replacement Assets.

Pending application of such Net Cash Proceeds as set forth in clause (1) or (2) above, the
Company may make an Investment in cash or Temporary Cash Investments.

Any Net Cash Proceeds from Asset Sales that are not applied or invested as provided in clauses (1)
and (2) in the immediately preceding paragraph will constitute “Excess Proceeds.” Excess Proceeds of
less than US$10.0 million (or the Dollar Equivalent thereof) will be carried forward and accumulated.
When accumulated Excess Proceeds exceed US$10.0 million (or the Dollar Equivalent thereof), within
10 days thereof, the Issuer or the Parent must make an Offer to Purchase Notes having a principal
amount equal to:

(1) accumulated Excess Proceeds, multiplied by

(2) a fraction (x) the numerator of which is equal to the outstanding principal amount of the
Notes and (y) the denominator of which is equal to the outstanding principal amount of the
Notes and all pari passu Indebtedness similarly required to be repaid, redeemed or tendered
for in connection with the related Asset Sales, rounded down to the nearest US$1,000.

The offer price in any Offer to Purchase will be equal to 100% of the principal amount plus
accrued and unpaid interest to the date of purchase, and will be payable in cash.

If any Excess Proceeds remain after consummation of an Offer to Purchase, the Company may use
those Excess Proceeds for any purpose not otherwise prohibited by the Indenture. If the aggregate
principal amount of Notes (and any other pari passu Indebtedness) tendered in such Offer to Purchase
exceeds the amount of Excess Proceeds, the Notes (and such other pari passu Indebtedness) will be
purchased by the Company on a pro rata basis. Upon completion of each Offer to Purchase, the amount
of Excess Proceeds will be reset at zero.

Use of Proceeds

The Company will not, and will not permit any Restricted Subsidiary to, use the net proceeds (if
any) from the sale of the Notes, in any amount, for any purpose other than (1) as specified under the
caption “Use of Proceeds™ in this offering memorandum (or in the case of any Additional Notes, the
offering document relating to the sale of such Additional Notes) and (2) pending the application of all of
such net proceeds in such manner, to invest the portion of such net proceeds not yet so applied in
Temporary Cash Investments.
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Designation of Restricted and Unrestricted Subsidiaries

The Board of Directors may designate any Restricted Subsidiary (other than the Parent and the
Issuer) to be an Unrestricted Subsidiary; provided that (1) no Default shall have occurred and be
continuing at the time of or after giving effect to such designation; (2) neither the Company, the Parent,
the Issuer, any Subsidiary Guarantor nor any JV Subsidiary Guarantor provides credit support (other
than any Guarantee in compliance with clause (6) below) for the Indebtedness of such Restricted
Subsidiary; (3) such Restricted Subsidiary has no outstanding Indebtedness that could trigger a cross-
default to the Indebtedness of the Company, the Parent or Issuer at the time of the designation; (4) such
Restricted Subsidiary does not own any Disqualified Stock of the Company or Disqualified Stock or
Preferred Stock of another Restricted Subsidiary or hold any Indebtedness of, or any Lien on any
property of, the Company or any Restricted Subsidiary, if such Disqualified or Preferred Stock or
Indebtedness could not be Incurred under the covenant entitled “— Limitation on Indebtedness and
Preferred Stock™ or such Lien would violate the covenant entitled “— Limitation on Liens;” (5) such
Restricted Subsidiary does not own any Voting Stock of another Restricted Subsidiary, and all of its
Subsidiaries are Unrestricted Subsidiaries or are being concurrently designated to be Unrestricted
Subsidiaries in accordance with this paragraph; and (6) the Investment deemed to have been made
thereby in such newly-designated Unrestricted Subsidiary and each other newly-designated Unrestricted
Subsidiary being concurrently redesignated would be permitted to be made by the covenant entitled
“—Limitation on Restricted Payments.”

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary;
provided that (1) no Default shall have occurred and be continuing at the time of or after giving effect
to such designation; (2) any Indebtedness of such Unrestricted Subsidiary outstanding at the time of
such designation which will be deemed to have been Incurred by such newly designated Restricted
Subsidiary as a result of such designation would be permitted to be Incurred by the covenant entitled
“— Limitation on Indebtedness and Preferred Stock;” (3) any Lien on the property of such Unrestricted
Subsidiary at the time of such designation which will be deemed to have been incurred by such newly-
designated Restricted Subsidiary as a result of such designation would be permitted to be incurred by
the covenant entitled “— Limitation on Liens;” (4) such Unrestricted Subsidiary is not a Subsidiary of
another Unrestricted Subsidiary (that is not concurrently being designated as a Restricted Subsidiary);
and (5) if such Restricted Subsidiary is not organized under the laws of the PRC, such Restricted
Subsidiary shall upon such designation execute and deliver to the Trustee a supplemental indenture to
the Indenture by which such Restricted Subsidiary shall become a Subsidiary Guarantor or a JV
Subsidiary Guarantor to the extent required under the section entitled “-The Parent Guarantee, the
Subsidiary Guarantees and the JV Subsidiary Guarantees.”

Government Approvals and Licenses; Compliance with Law

The Company will, and will cause each Restricted Subsidiary to, (1) obtain and maintain in full
force and effect all governmental approvals, authorizations, consents, permits, concessions and licenses
as are necessary to engage in the business of the Company or any Restricted Subsidiary; (2) preserve
and maintain good and valid title to its properties and assets (including land-use rights) free and clear of
any Liens other than Permitted Liens; and (3) comply with all laws, regulations, orders, judgments and
decrees of any governmental body, except to the extent that failure so to obtain, maintain, preserve and
comply with would not reasonably be expected to have a material adverse effect on (a) the business,
results of operations or prospects of the Company and the Restricted Subsidiaries, taken as a whole, or
(b) the ability of the Company, the Parent, the Issuer or any Subsidiary Guarantor or any JV Subsidiary
Guarantor to perform its obligations under the Notes, the Parent Guarantee, the relevant Subsidiary
Guarantee, the relevant JV Subsidiary Guarantee, the Indenture or the Keepwell and the EIPU.
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Anti-Layering

The Parent will not Incur, and will not permit the Issuer or any Subsidiary Guarantor or JV
Subsidiary Guarantor to Incur, any Indebtedness if such Indebtedness is contractually subordinated in
right of payment to any other Indebtedness of the Parent, the Issuer, such Subsidiary Guarantor or such
JV Subsidiary Guarantor, as the case may be, unless such Indebtedness is also contractually
subordinated in right of payment to the Parent Guarantee, the Notes, the applicable Subsidiary
Guarantee or the applicable JV Subsidiary Guarantee, on substantially identical terms. This does not
apply to distinctions between categories of Indebtedness that exist by reason of any Liens or Guarantees
securing or in favor of some but not all of such Indebtedness.

Suspension of Certain Covenants

If, on any date following the date of the Original Issue Date, the Notes have a rating of Investment
Grade from the two Rating Agencies and no Default has occurred and is continuing (a “Suspension
Event”), then, beginning on that day and continuing until such time, if any, at which the Notes cease to
have a rating of Investment Grade from at least one of the two Rating Agencies, the provisions of the
Indenture summarized under the following sections will be suspended:

(1) “— Certain Covenants — Limitation on Indebtedness and Preferred Stock;”
(2) “— Certain Covenants — Limitation on Restricted Payments;”
(3) “— Certain Covenants — Limitation on Dividend and Other Payment Restrictions Affecting

Restricted Subsidiaries;”

(4) “— Certain Covenants — Limitation on Sales and Issuances of Capital Stock in Restricted
Subsidiaries;”

(5) “— Certain Covenants — Limitation on Issuances of Guarantees by Restricted Subsidiaries;”

(6) “— Certain Covenants — Limitation on Sale and Leaseback Transactions;”

(7) “— Certain Covenants — Limitation on Asset Sales;”

(8) “— Certain Covenants — Limitation on the Company’s Business Activities;” and

(9) the requirements under clauses (3) and (4) of the first, second and third paragraphs under “—
Certain Covenants — Consolidation, Merger and Sale of Assets.”

During any period that the foregoing covenants have been suspended, the Board of Directors may
not designate any of the Restricted Subsidiaries as Unrestricted Subsidiaries pursuant to the covenant
summarized under the section entitled “— Certain Covenants — Designation of Restricted and
Unrestricted Subsidiaries” or the definition of “Unrestricted Subsidiary.”

Such covenants will be reinstituted and apply according to their terms as of and from the first day
on which a Suspension Event ceases to be in effect. Such covenants will not, however, be of any effect
with regard to actions of the Company or any Restricted Subsidiary properly taken in compliance with
the provisions of the Indenture during the continuance of the Suspension Event, and following
reinstatement the calculations under the covenant summarized under the section entitled “— Certain
Covenants — Limitation on Restricted Payments” will be made as if such covenant had been in effect
since the Original Issue Date except that no Default will be deemed to have occurred solely by reason of
a Restricted Payment made while that covenant was suspended. There can be no assurance that the
Notes will ever achieve a rating of Investment Grade or that any such rating will be maintained.
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Provision of Financial Statements and Reports

(1)

3)

So long as any of the Notes remains outstanding, the Company will file with the Trustee and
furnish to the Holders upon request:

(a) as soon as they are available, but in any event within 130 calendar days after the end of
the fiscal year of the Company, copies of its financial statements (on a consolidated
basis) in the English language, in respect of such financial year (including a statement
of income, balance sheet and cash flow statement) audited by a member firm of an
internationally recognized firm of independent accountants;

(b) as soon as they are available, but in any event within 130 calendar days after the end of
the second financial quarter of the Company, copies of its statement of income, balance
sheet and cash flow statement (on a consolidated basis) in the English language, in
respect of such half-year period reviewed by a member firm of an internationally
recognized firm of independent accountants; and

(c) as soon as they are available, but in any event within 130 calendar days after the end of
the fiscal year of the Parent, copies of its financial statements (on a consolidated basis)
in the English language, in respect of such financial year (including a statement of
income, balance sheet and cash flow statement) audited by a member firm of an
internationally recognized firm of independent accountants;

provided that, if the A-Share Listco, the Parent, the Issuer and the Trustee enter into a
keepwell and equity interest purchase undertaking in favor of the Trustee on behalf of the
Holders and substantially similar to the Keepwell and EIPU, the Company may comply with
sub-clauses (a) and (b) above by providing such information in respect of the A-Share Listco
in lieu of the Company; provided further that the Trustee may enter into such new keepwell
and equity interest purchase undertaking at the request of the Company and shall not require
the consent of the Holders to do so.

In addition, so long as any of the Notes remains outstanding, the Company will provide to
the Trustee (a) within 120 days after the close of each fiscal year ending after the Original
Issue Date, an Officers’ Certificate stating the Fixed Charge Coverage Ratio with respect to
such fiscal year and showing in reasonable detail the calculation of the Fixed Charge
Coverage Ratio, including the arithmetic computations of each component of the Fixed
Charge Coverage Ratio, with a certificate from the Company’s external auditors verifying the
accuracy of the calculation and arithmetic computation; provided that the Company shall not
be required to provide such auditor certification if its external auditors refuse to provide such
certification as a result of a firm policy of such external auditors not to provide such
certification for any issuer; and (b) as soon as possible and in any event within 30 days after
the Company becomes aware or should reasonably become aware of the occurrence of a
Default, an Officers’ Certificate setting forth the details of the Default, and the action which
the Company proposes to take with respect thereto.

Limitation on the Company’s Business Activities

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,

engage in any business other than Permitted Businesses; provided that the Company or any Restricted
Subsidiary may own Capital Stock of an Unrestricted Subsidiary or joint venture or other entity that is
engaged in a business other than Permitted Businesses as long as any Investment therein was not
prohibited under the
under the

3

— Limitation on Restricted Payments” covenant and, with respect to the Issuer,
— Limitation on the Issuer’s Business Activities.”

113
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Limitation on the Issuer’s Business Activities

The Issuer will not engage in any business activity or undertake any other activity, except any
activity relating to: (a) the offering, sale or issuance of the Notes (including any Additional Notes) and
the Incurrence of Indebtedness represented by the Notes (including any Additional Notes), subject to
compliance with the Indenture; (b) the offering, sale or issuance of other Indebtedness permitted by the
Indenture and the Incurrence of Indebtedness represented by such Indebtedness and the granting of any
Lien in connection therewith, subject to compliance with the Indenture; (c) the fulfillment of any
obligations under the Indenture, any Indebtedness referred to in clause (a) or (b) above or any other any
document relating to the Indebtedness referred to in clause (a) or (b) above or for the purposes of any
consent solicitation, tender offer or exchange offer for such Indebtedness or the listing, redemption,
refinancing or discharge of such Indebtedness; (d) the ownership of cash and cash equivalents; (f)
Hedging Obligations for itself; (g) the maintenance of its corporate existence; (h) the establishment and/
or maintenance of any employment agreements, incentive plans or other benefit plans for its employees;
and (i) the offering, sale or issuance of its Capital Stock to the Parent or the Company.

The Issuer will not (a) issue any Capital Stock other than the issuance of its ordinary shares to the
Parent or the Company or (b) acquire or receive any property or assets (including, without limitation,
any Capital Stock or Indebtedness of any Person), other than (y) any future intercompany Indebtedness
owed by the Parent, the Company or any Restricted Subsidiary to the Issuer in respect of the borrowing
of the gross proceeds of the issuance of Indebtedness by the Issuer or payments in respect thereof or (z)
cash for ongoing corporate activities of the Issuer described in the preceding paragraph.

Events of Default
The following events will be defined as “Events of Default” in the Indenture:

(1) default in the payment of principal of (or premium, if any, on) the Notes when the same
becomes due and payable at maturity, upon acceleration, redemption or otherwise;

(2) default in the payment of interest on any Note when the same becomes due and payable, and
such default continues for a period of 30 consecutive days;

(3) default in the performance or breach of the provisions of the covenant entitled “—
Consolidation, Merger and Sale of Assets” or the failure by the Issuer or the Parent to make
or consummate an Offer to Purchase in the manner described under the section entitled “—
Repurchase of Notes upon a Change of Control Triggering Event” or “— Certain Covenants
— Limitation on Asset Sales;”

(4) the Company or any Restricted Subsidiary defaults in the performance of or breaches any
other covenant or agreement in the Indenture, the Parent Guarantee, the Subsidiary
Guarantees, the Keepwell and EIPU or under the Notes (other than a default specified in
clause (1) or (2) above) and such default or breach continues for a period of 30 consecutive
days after written notice by the Trustee or the Holders of 25% or more in aggregate principal
amount of the Notes;

(5) there occurs with respect to any Indebtedness of the Company or any Restricted Subsidiary
having an outstanding principal amount of US$20.0 million (or the Dollar Equivalent thereof)
or more in the aggregate for all such Indebtedness of all such Persons, whether such
Indebtedness now exists or shall hereafter be created, (a) an event of default that has caused
the holder thereof to declare such Indebtedness to be due and payable prior to its Stated
Maturity and/or (b) a failure to make a principal payment when due;
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(6) one or more final judgments or orders for the payment of money are rendered against the
Company or any Restricted Subsidiary and are not paid or discharged, and there is a period
of 60 consecutive days following entry of the final judgment or order that causes the
aggregate amount for all such final judgments or orders outstanding and not paid or
discharged against all such Persons to exceed US$20.0 million (in excess of amounts which
the Company’s insurance carriers have agreed to pay under applicable policies) during which
a stay of enforcement, by reason of a pending appeal or otherwise, is not in effect;

(7) an involuntary case or other proceeding is commenced against the Company or any
Significant Subsidiary with respect to it or its debts under any applicable bankruptcy,
insolvency or other similar law now or hereafter in effect seeking the appointment of a
receiver, liquidator, assignee, custodian, trustee, sequestrator or similar official of the
Company or any Significant Subsidiary or for any substantial part of the property and assets
of the Company or any Significant Subsidiary and such involuntary case or other proceeding
remains undismissed and unstayed for a period of 60 consecutive days; or an order for relief
is entered against the Company or any Significant Subsidiary under any applicable
bankruptcy, insolvency or other similar law as now or hereafter in effect;

(8) the Company or any Significant Subsidiary (a) commences a voluntary case under any
applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or consents
to the entry of an order for relief in an involuntary case under any such law, (b) consents to
the appointment of or taking possession by a receiver, liquidator, assignee, custodian, trustee,
sequestrator or similar official of the Company or any Significant Subsidiary or for all or
substantially all of the property and assets of the Company or any Significant Subsidiary or
(c) effects any general assignment for the benefit of creditors (other than, in each case under
(b), any of the foregoing that arises from any solvent liquidation or restructuring of a
Significant Subsidiary in the ordinary course of business that shall result in the net assets of
such Significant Subsidiary being transferred to or otherwise vested in the Company or any
Restricted Subsidiary on a pro rata basis or on a basis more favorable to the Company); and

(9) the Company, the Parent, any Subsidiary Guarantor or any JV Subsidiary Guarantor denies or
disaffirms its obligations under the Keepwell and EIPU, the Parent Guarantee, the relevant
Subsidiary Guarantee or the relevant JV Subsidiary Guarantee (as the case may be) or, except
as permitted by the Indenture, the Keepwell and EIPU, the Parent Guarantee, any Subsidiary
Guarantee or any JV Subsidiary Guarantee is determined to be unenforceable or invalid or
shall for any reason cease to be in full force and effect.

If an Event of Default (other than an Event of Default specified in clause (7) or (8) above) occurs
and is continuing under the Indenture, the Trustee or the Holders of at least 25% in aggregate principal
amount of the Notes then outstanding, by written notice to the Issuer (and to the Trustee if such notice
is given by the Holders), may, and the Trustee at the written request of such Holders shall (subject to
being indemnified and/or secured to its satisfaction), declare the principal of, premium, if any, and
accrued and unpaid interest on the Notes to be immediately due and payable. Upon a declaration of
acceleration, such principal of, premium, if any, and accrued and unpaid interest shall be immediately
due and payable. If an Event of Default specified in clause (7) or (8) above occurs with respect to the
Company or any Significant Subsidiary, the principal of, premium, if any, and accrued and unpaid
interest on the Notes then outstanding shall automatically become and be immediately due and payable
without any declaration or other act on the part of the Trustee or any Holder.
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The Holders of at least a majority in principal amount of the outstanding Notes by written notice
to the Issuer and to the Trustee may on behalf of the Holders of the Notes waive all past defaults and
rescind and annul a declaration of acceleration and its consequences if:

(1) all existing Events of Default, other than the nonpayment of the principal of, premium, if
any, and interest on the Notes that have become due solely by such declaration of
acceleration, have been cured or waived, and

(2) the rescission would not conflict with any judgment or decree of a court of competent
jurisdiction.

Upon such waiver, the Default will cease to exist, and any Event of Default arising therefrom will
be deemed to have been cured, but no such waiver will extend to any subsequent or other Default or
impair any right consequent thereon.

The Holders of at least a majority in aggregate principal amount of the outstanding Notes may
direct the time, method and place of conducting any proceeding for any remedy available to the Trustee
or exercising any trust or power conferred on the Trustee. However, the Trustee may refuse to follow
any direction that conflicts with law or the Indenture, that may involve the Trustee in personal liability,
or that the Trustee determines in good faith may be unduly prejudicial to the rights of Holders not
joining in the giving of such direction and may take any other action it deems proper that is not
inconsistent with any such written direction received from Holders. A Holder may not institute any
proceeding, judicial or otherwise, with respect to the Indenture or the Notes, or for the appointment of a
receiver or trustee, or for any other remedy under the Indenture or the Notes, unless:

(1) the Holder has previously given the Trustee written notice of a continuing Event of Default;

(2) the Holders of at least 25% in aggregate principal amount of outstanding Notes make a
written request to the Trustee to pursue the remedy;

(3) such Holder or Holders offer the Trustee indemnity and/or security satisfactory to the Trustee
against any costs, liability or expense to be incurred in compliance with such written request;

(4) the Trustee does not comply with the request within 60 days after receipt of the written
request and the offer of indemnity and/or security; and

(5) during such 60-day period, the Holders of a majority in aggregate principal amount of the
outstanding Notes do not give the Trustee a written direction that is inconsistent with the
request.

However, such limitations do not apply to the right of any Holder of a Note to receive payment of
the principal of, premium, if any, or interest on, such Note, or to bring suit for the enforcement of any
such payment, on or after the due date expressed in such Note, which right shall not be impaired or
affected without the consent of the Holder.

Two officers of the Company must certify to the Trustee in writing, on or before a date not more
than 120 days after the end of each fiscal year ending after the Original Issue Date, that a review has
been conducted of the activities of the Company and the Restricted Subsidiaries and the Company’s, the
Parent’s, the Issuer’s and the Subsidiary Guarantors’ performance under the Indenture, the Keepwell and
EIPU and that the Company, the Parent, the Issuer and the Subsidiary Guarantors have fulfilled all
obligations thereunder, or, if there has been a default in the fulfillment of any such obligation,
specifying each such default and the nature and status thereof. The Company will also be obligated to
notify the Trustee in writing of any default or defaults in the performance of any covenants or
agreements under the Indenture. See the section entitled “— Certain Covenants — Provision of
Financial Statements and Reports.”
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Consolidation, Merger and Sale of Assets

The Company will not consolidate with, merge with or into another Person, permit any Person to
merge with or into it, or sell, convey, transfer, lease or otherwise dispose of all or substantially all of its
Subsidiaries’ (that are Restricted Subsidiaries) properties and assets (computed on a consolidated basis)
(as an entirety or substantially an entirety in one transaction or a series of related transactions), unless:

(1)
(2)

3)

4)

5

(6)

the Company shall be the continuing Person;

immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

immediately after giving effect to such transaction on a pro forma basis, the Company shall
have a Consolidated Net Worth equal to or greater than the Consolidated Net Worth of the
Company immediately prior to such transaction;

immediately after giving effect to such transaction on a pro forma basis the Company could
Incur at least US$1.00 of Indebtedness under the first paragraph of the covenant entitled “—
Certain Covenants — Limitation on Indebtedness and Preferred Stock;”

the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of
Counsel, in each case stating that such consolidation, merger or transfer and the relevant
supplemental indenture complies with this provision and that all conditions precedent
provided for in the Indenture relating to such transaction have been complied with; and

no Rating Decline shall have occurred.

Neither the Parent nor the Issuer will consolidate with, merge with or into another Person, permit
any Person to merge with or into it, or sell, convey, transfer, lease or otherwise dispose of all or
substantially all of its Subsidiaries’ (that are Restricted Subsidiaries) properties and assets (computed on
a consolidated basis) (as an entirety or substantially an entirety in one transaction or a series of related
transactions), unless:

(1)
(2)

3)

“4)

(5)

(6)

the Parent or the Issuer, as applicable, shall be the continuing Person;

immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

immediately after giving effect to such transaction on a pro forma basis, the Company shall
have a Consolidated Net Worth equal to or greater than the Consolidated Net Worth of the
Company immediately prior to such transaction;

immediately after giving effect to such transaction on a pro forma basis the Company could
Incur at least US$1.00 of Indebtedness under the first paragraph of the covenant entitled “—
Certain Covenants — Limitation on Indebtedness and Preferred Stock;”

the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of
Counsel, in each case stating that such consolidation, merger or transfer complies with this
provision and that all conditions precedent provided for in the Indenture relating to such
transaction have been complied with; and

no Rating Decline shall have occurred.
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No Subsidiary Guarantor or JV Subsidiary Guarantor will consolidate with, merge with or into
another Person, permit any Person to merge with or into it, or sell, convey, transfer, lease or otherwise
dispose of all or substantially all of its and its Subsidiaries’ (that are Restricted Subsidiaries) properties
and assets (computed on a consolidated basis) (as an entirety or substantially an entirety in one
transaction or a series of related transactions) to another Person (other than the Parent, the Issuer or
another Subsidiary Guarantor or, in the case of a JV Subsidiary Guarantor, other than to another JV
Subsidiary Guarantor, the Parent, the Issuer or a Subsidiary Guarantor), unless:

(1) such Subsidiary Guarantor or JV Subsidiary Guarantor shall be the continuing Person, or the
Person (if other than it) formed by such consolidation or merger, or with or into which the
Subsidiary Guarantor consolidated or merged, or that acquired or leased such property and
assets shall be the Parent, the Issuer, another Subsidiary Guarantor or shall become a
Subsidiary Guarantor concurrently with the transaction (or, in the case of a JV Subsidiary
Guarantor, another JV Subsidiary Guarantor, the Parent, the Issuer or a Subsidiary
Guarantor);

(2) immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

(3) immediately after giving effect to such transaction on a pro forma basis, the Company shall
have a Consolidated Net Worth equal to or greater than the Consolidated Net Worth of the
Company immediately prior to such transaction;

(4) immediately after giving effect to such transaction on a pro forma basis, the Company could
Incur at least US$1.00 of Indebtedness under the first paragraph of the covenant entitled “—
Certain Covenants — Limitation on Indebtedness and Preferred Stock;”

(5) the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of
Counsel, in each case stating that such consolidation, merger or transfer and the relevant
supplemental indenture complies with this provision and that all conditions precedent
provided for in the Indenture relating to such transaction have been complied with; and

(6) no Rating Decline shall have occurred;
provided that this paragraph shall not apply to any sale or other disposition that complies with the “—
Certain Covenants — Limitation on Asset Sales” covenant or any Subsidiary Guarantor or JV
Subsidiary Guarantor whose Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, is
unconditionally released in accordance with the provisions described under the section entitled “— The
Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary Guarantees — Release of the
Subsidiary Guarantees and JV Subsidiary Guarantees.”

The foregoing requirements shall not apply to a consolidation or merger of any Subsidiary
Guarantor or JV Subsidiary Guarantor with and into the Parent, the Issuer or any other Subsidiary
Guarantor or JV Subsidiary Guarantor, so long as the Parent, the Issuer or such Subsidiary Guarantor or
JV Subsidiary Guarantor survives such consolidation or merger.

Notwithstanding the foregoing, (i) the Company, the Parent, the Issuer and each Subsidiary
Guarantor or JV Subsidiary Guarantor shall be permitted to sell, convey, transfer, lease or otherwise
dispose of all or substantially all of its and Subsidiaries’ (that are Restricted Subsidiaries) properties and
assets (computed on a consolidated basis) (as an entirety or substantially an entirety in one transaction
or a series of related transactions) to any Restricted Subsidiary or any Person that will, upon the
consummation of such sale, conveyance, transfer, lease or disposal, become a Subsidiary Guarantor and
(i1) for the avoidance of doubt, the provisions in this covenant entitled “Consolidation, Merger and Sale
of Assets” shall not apply to transactions pursuant to or contemplated under the A-Share Listing.
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Although there is a limited body of case law interpreting the phrase “substantially all,” there is no
precise established definition of the phrase under applicable law. Accordingly, in certain circumstances
there may be a degree of uncertainty as to whether a particular transaction would involve “all or
substantially all” of the property or assets of a Person.

The foregoing provisions would not necessarily afford Holders protection in the event of highly-
leveraged or other transactions involving the Company, which may adversely affect Holders.

No Payments for Consents

The Company will not, and shall not permit any of its Subsidiaries to, directly or indirectly, pay or
cause to be paid any consideration, whether by way of interest, fee or otherwise, to any Holder for or as
an inducement to any consent, waiver or amendment of any of the terms or provisions of the Indenture
or the Notes unless such consideration is offered to be paid or is paid to all Holders that consent, waive
or agree to amend such term or provision within the time period set forth in the solicitation documents
relating to such consent, waiver or amendment. Notwithstanding the foregoing, the Company and its
Subsidiaries shall be permitted, in any offer or payment of consideration for, or as an inducement to,
any consent, waiver or amendment of any of the terms or provisions of the Indenture or the Notes, to
exclude Holders in any jurisdiction where (A)(i) the solicitation of such consent, waiver or amendment
in the manner deemed appropriate by the Company, (ii) the payment of the consideration therefor or (iii)
the conduct or completion of a related offer to purchase or exchange the Notes for cash or other
securities in the manner deemed appropriate by the Company would be prohibited or would require the
Company or any of its Subsidiaries to (a) file a registration statement, prospectus or similar document or
subject the Company or any of its Subsidiaries to ongoing periodic reporting or similar requirements
under any securities laws (including, but not limited to, the United States federal securities laws and the
laws of the European Union or its member states), or conduct a bondholder identification exercise to
establish the availability of an exemption from registration under Rule 802 under the Securities Act, in
each case which the Company in its sole discretion determines would be burdensome, (b) qualify as a
foreign corporation or other entity or as a dealer in securities in such jurisdiction if it is not otherwise
required to so qualify, (c) generally consent to service of process in any such jurisdiction or (d) subject
the Company or any of its Subsidiaries to taxation in any such jurisdiction if it is not otherwise so
subject; or (B) such solicitation would otherwise not be permitted under applicable law in such
jurisdiction.

Defeasance
Defeasance and Discharge

The Indenture will provide that the Issuer will be deemed to have paid and will be discharged from
any and all obligations in respect of the Notes on the 183rd day after the deposit referred to below, and
the provisions of the Indenture will no longer be in effect with respect to the Notes (except for, among
other matters, certain obligations to register the transfer or exchange of the Notes, to replace stolen, lost
or mutilated Notes, to maintain paying agencies, to pay Additional Amounts and to hold monies for
payment in trust) if, among other things:

(1) the Issuer (a) has deposited with the Trustee, in trust, money and/or U.S. Government
Obligations that through the payment of interest and principal in respect thereof in
accordance with their terms will provide money in an amount sufficient to pay the principal
of, premium, if any, and accrued interest on the Notes on the Stated Maturity for such
payments in accordance with the terms of the Indenture and the Notes and (b) delivers to the
Trustee an Opinion of Counsel or a certificate of an internationally recognized firm of
independent accountants to the effect that the amount deposited by the Issuer is sufficient to
provide payment for the principal of, premium, if any, and accrued interest on, the Notes on
the Stated Maturity for such payment in accordance with the terms of the Indenture;
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(2) the Issuer has delivered to the Trustee an Opinion of Counsel of recognized international
standing to the effect that the creation of the defeasance trust does not violate the U.S.
Investment Company Act of 1940, as amended, and after the passage of 123 days following
the deposit, the trust fund will not be subject to the effect of Section 547 of the United States
Bankruptcy Code or Section 15 of the New York Debtor and Creditor Law;

(3) the Company shall have delivered to the Trustee an Officers’ Certificate stating that the
deposit was not made by it or the Issuer with the intent of preferring the Holders over any
other of its creditors or with the intent of defeating, hindering, delaying or defrauding any
other of its creditors or others; and

(4) immediately after giving effect to such deposit on a pro forma basis, no Event of Default, or
event that after the giving of notice or lapse of time or both would become an Event of
Default, shall have occurred and be continuing on the date of such deposit or during the
period ending on the 183rd day after the date of such deposit, and such defeasance shall not
result in a breach or violation of, or constitute a default under, any other agreement or
instrument to which the Company or any Restricted Subsidiary is a party or by which the
Company or any Restricted Subsidiary is bound.

In the case of either discharge or defeasance, the Subsidiary Guarantees and JV Subsidiary
Guarantees will terminate.

Defeasance of Certain Covenants

The Indenture will further provide that (i) the provisions of the Indenture will no longer be in
effect with respect to clauses (3), (4), (5)(x) and (7) under the first paragraph and clauses (3), (4), (5)(x)
and (6) under the second paragraph under the section entitled “— Consolidation, Merger and Sale of
Assets” and all the covenants described herein under the section entitled “— Certain Covenants,” other
than as described under the sections entitled “— Certain Covenants — Government Approvals and
Licenses; Compliance with Law” and “— Certain Covenants-Anti-Layering,” and (ii) clause (3) under
“Events of Default” with respect to such clauses (3), (4), (5)(x) and (7) under the first paragraph and
such clauses (3), (4), (5)(x) and (6) under the second paragraph under “— Consolidation, Merger and
Sale of Assets” and with respect to such other events set forth in clause (i) above, clause (4) under *
Events of Default” with respect to such other covenants set forth in clause (i) above and clauses (5) and
(6) under “— Events of Default” shall be deemed not to be Events of Default, upon, among other
things, the deposit with the Trustee, in trust, of money, U.S. Government Obligations or a combination
thereof that through the payment of interest and principal in respect thereof in accordance with their
terms will provide money in an amount sufficient to pay the principal of, premium, if any, and accrued
interest on the Notes on the Stated Maturity of such payments in accordance with the terms of the
Indenture and the Notes, and the satisfaction of the provisions described in clause (2) of the preceding
paragraph.

Defeasance and Certain Other Events of Default

In the event that the Issuer exercises its option to omit compliance with certain covenants and
provisions of the Indenture with respect to the Notes as described in the immediately preceding
paragraph and the Notes are declared due and payable because of the occurrence of an Event of Default
that remains applicable, the amount of money and/or U.S. Government Obligations on deposit with the
Trustee will be sufficient to pay amounts due on the Notes at the time of their Stated Maturity but may
not be sufficient to pay amounts due on the Notes at the time of the acceleration resulting from such
Event of Default. However the Issuer will remain liable for such payments.
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Amendments and Waiver

Amendments Without Consent of Holders

The Indenture, the Notes, the Keepwell and EIPU, the Parent Guarantee, the Subsidiary Guarantees
or the JV Subsidiary Guarantees (if any) may be amended, without notice to or the consent of any

Holder, to:

(1)

(2)

3)
4)

(5)

(6)
(7

®)

9)

(10)

(11)

(12)

cure any ambiguity, defect, omission or inconsistency in the Indenture, the Notes or the
Keepwell and EIPU;

comply with the provisions described under the section entitled “-Consolidation, Merger and
Sale of Assets;”

evidence and provide for the acceptance of appointment by a successor Trustee;

add any Subsidiary Guarantor or JV Subsidiary Guarantor, or any Subsidiary Guarantee or JV
Subsidiary Guarantee or release any Subsidiary Guarantor or JV Subsidiary Guarantor from
any Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, as provided or
permitted by the terms of the Indenture;

provide for the issuance of Additional Notes in accordance with the limitations set forth in
the Indenture;

release the Keepwell and EIPU as provided or permitted by the terms of the Indenture;

add the A-Share Listco as a parent that Guarantees the Notes or add the Company as a
Guarantor of the Notes as provided or permitted by the terms of the Indenture;

in any other case where a supplemental indenture to the Indenture is required or permitted to
be entered into pursuant to the provisions of the Indenture without the consent of any Holder;

effect any changes to the Indenture in a manner necessary to comply with the procedures of
the relevant clearing system,;

add any collateral to secure the Notes, the Parent Guarantee and/or any Subsidiary
Guarantee(s);

to conform the text of the