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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.

0 reco

CHINA TIANBAO GROUP DEVELOPMENT COMPANY LIMITED
FTEXREEZEREBR QA

(Incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under

the Global Offering

Number of Hong Kong Offer Shares
Number of International Offer Shares

Offer Price (subject to a Downward Offer Price

200,000,000 Shares (subject to the
Over-allotment Option)

20,000,000 Shares (subject to reallocation)

180,000,000 Shares (subject to reallocation and
the Over-allotment Option)

Not more than HK$3.10 and not less than

Adjustment) HK$2.39 per Offer Share (payable in full in
Hong Kong dollars on application plus
brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of
0.005% and subject to refund) (If the Offer
Price is set at 10% below the bottom end of the
indicative Offer Price range after making a
Downward Offer Price Adjustment, the Offer
Price will be HK$2.16 per Offer Share)
Nominal value HK$0.01 per Share

Stock code : 1427

Joint Sponsors and Joint Global Coordinators

Y BB O

ABC INTERNATIONAL
Joint Bookrunners and Joint Lead Managers

O ERERES fy 5 R B K

GUOTAI JUNAN INTERNATIONAL BOCOM International

Fr B L=

GUOTAI JUNAN INTERNATIONAL

3 38 B R
HAITONG

@%ﬁﬁ@%

ABC INTERNATIONAL

Joint Lead Managers

ZISCHaiEs @ wEER S o G} 1" ]

YUEXIU SECURITIES oy MTFSECURITIES LIMITED

ZHONGTAI INTERNATIONAL

% F) I BLIRIE S

Livermore Holdings Limited

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this prospectus. A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered
to the Registrar of Companies in Hong Kong and Available for Inspection” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong
Kong as required by section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and
Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus.

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company on or before
Monday, November 4, 2019, or such later time as may be agreed between the parties, but in any event, no later than Tuesday, November 5, 2019. If, for any reason, the Joint
Global Coordinators, on behalf of the Underwriters, and our Company are unable to reach an agreement on the Offer Price by Tuesday, November 5, 2019, the Global
Offering will not become unconditional and will lapse immediately. The Offer Price will be not more than HK$3.10 per Offer Share and is expected to be not less than
HK$2.39 per Offer Share (subject to a Downward Offer Price Adjustment). The Joint Global Coordinators, on behalf of the Underwriters, may, with the consent of our
Company, reduce the number of Hong Kong Offer Shares and/or the indicative Offer Price range below that stated in this prospectus (being HK$2.39 per Offer Share to
HK$3.10 per Offer Share) at any time on or prior to the morning of the last date for lodging applications under the Hong Kong Public Offering. In such a case, notices of the
reduction in the number of Hong Kong Offer Shares and/or the indicative Offer Price range will be published in the South China Morning Post (in English) and the Hong
Kong Economic Times (in Chinese) and on the websites of the Stock Exchange at www.hkexnews.hk and our Company at www.chinatbjt.com as soon as practicable but in
any event not later than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. For further information, see the sections
headed “Structure and Conditions of the Global Offering” and “How to Apply for Hong Kong Offer Shares™ in this prospectus.

Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this prospectus, and in particular, the risk factors set
out in the section headed “Risk Factors”.

Pursuant to the termination provisions contained in the Hong Kong Underwriting Agreement in respect of the Hong Kong Offer Shares, the Joint Sponsors and the Joint
Global Coordinators, on behalf of the Hong Kong Underwriters, have the right in certain circumstances, in their absolute discretion, to terminate the obligation of the Hong
Kong Underwriters pursuant to the Hong Kong Underwriting Agreement at any time prior to 8:00 a.m. on the Listing Date. Further details of the terms of the termination
provisions are set out in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Hong Kong Underwriting
Agreement — Grounds for Termination”. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States, and may not be offered,
sold, pledged or transferred within the United States. The Offer Shares are being offered and sold only outside the United States in offshore transactions in reliance
on Regulation S under the U.S. Securities Act.
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EXPECTED TIMETABLE®

Hong Kong Public Offering commences and WHITE and
YELLOW Application Forms available from........ ... ... .. .. ... .. .. ...... 9:00 a.m. on
Wednesday, October 30, 2019

Latest time for completing electronic applications under
White Form eIPO service through the designated
website www.eipo.com.hk® ... 11:30 a.m. on
Monday, November 4, 2019

Application lists open™ .. ... 11:45 a.m. on
Monday, November 4, 2019

Latest time for lodging WHITE and
YELLOW Application Forms .. ... e 12:00 noon on
Monday, November 4, 2019

Latest time for completing payment of White Form eIPO
applications by effecting internet banking transfer(s)
or PPS payment transfer(s) .. ... ... i 12:00 noon on
Monday, November 4, 2019

Latest time for giving electronic application instructions
0 HKSCC Y 12:00 noon on
Monday, November 4, 2019
Application lists close™ ... ... . 12:00 noon on
Monday, November 4, 2019

Expected Price Determination Date™ . Monday, November 4, 2019

Where applicable, announcement of the Offer Price being set below
the bottom end of the indicative Offer Price range after making
a Downward Offer Price Adjustment (see the section headed
“Structure of the Global Offering — Pricing of the Global Offering’)
in the South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese), and on the website of the
Stock Exchange at www.hkexnews.hk and the Company’s
website at www.chinatbjt.com on or before....................... Wednesday, November 6, 2019

Announcement of:

(1) the final Offer Price, the level of indications of
interest in the International Offering, the level of applications
in the Hong Kong Public Offering and basis of allocation of
the Hong Kong Offer Shares under the Hong Kong Public
Offering to be published in the South China Morning Post
(in English) and the Hong Kong Economic Times
(in Chinese) on or before. . . . ... ... ... . . ... Friday, November 8, 2019

(2) results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where appropriate) to be available through a variety of channels as
described in the section headed “How to Apply for Hong Kong
Offer Shares — 11. Publication of Results” in this prospectus. ... ... Friday, November 8, 2019

(3) a full announcement of the Hong Kong Public Offering
containing (1) and (2) above to be published on the website
of the Hong Kong Stock Exchange at www.hkexnews.hk and
our website at www.chinatbjt.com from . ..................... Friday, November 8, 2019



EXPECTED TIMETABLE®

Results of allocations in the Hong Kong Public Offering
will be available at www.iporesults.com.hk (alternatively:
English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function from. . ... ..... ... ... ... ... ...... Friday, November 8, 2019

Dispatch/collection of Share certificates in respect of
wholly or partially successful applications pursuant to the
Hong Kong Public Offering on or before'® . ........................... Friday, November 8, 2019

Dispatch/collection of refund cheques and White Form e-Refund payment
instructions in respect of wholly or partially successful applications
(if applicable) or wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering on or before” .............. Friday, November 8, 2019

Dealings in the Shares on the Hong Kong Stock Exchange
expected to commence at .............iiiiiia.... 9:00 a.m. on Monday, November 11, 2019

(1) All times refer to Hong Kong local time, except as otherwise stated.

(2) You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m.
on the last day for lodging applications. If you have already submitted your application and obtained an application
reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application process
(by completing payment of application monies) until 12:00 noon on the last day of lodging applications, when the
application lists close.

3) If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning in force in Hong Kong at
any time between 9:00 a.m. and 12:00 noon on Monday, November 4, 2019, the application lists will not open on that day.
See “How to Apply for Hong Kong Offer Shares — Effect of Bad Weather on the Opening of the Application Lists” in this
prospectus.

(4)  Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for Hong Kong Offer Shares — Applying by Giving Electronic Application
Instructions to HKSCC via CCASS” in this prospectus.

) The Price Determination Date is expected to be on or about Monday, November 4, 2019 and, in any event, not later than
Tuesday, November 5, 2019. If, for any reason, the Offer Price is not agreed by Tuesday, November 5, 2019 between our
Company and the Joint Global Coordinators (for themselves and on behalf of the Underwriters), the Global Offering will
not proceed and will lapse.

(6) Share certificates for the Hong Kong Offer Shares are expected to be issued on Friday, November 8, 2019 but will only
become valid certificates of title provided that the Global Offering has become unconditional in all respects, and neither of
the Underwriting Agreements has been terminated in accordance with its terms, prior to 8:00 a.m. on the Listing Date,
which is expected to be on or around Monday, November 11, 2019. Investors who trade Shares on the basis of publicly
available allocation details before the receipt of share certificates or before the share certificates becoming valid certificates
of title do so entirely at their own risk.

(7 e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessfully applications
and in respect of successful applications if the Offer Price is less than the price payable on application.

The above expected timetable is a summary only. You should refer to the sections headed
“Structure and Conditions of the Global Offering” and “How to Apply for Hong Kong Offer
Shares” in this Prospectus for details of the structure of the Global Offering, including the
conditions of the Global Offering, and the procedures for application for the Hong Kong Offer
Shares.
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This prospectus is issued by our Company solely in connection with the Hong Kong Public
Offering and the Hong Kong Offer Shares and does not constitute an offer to sell or a solicitation of
an offer to subscribe for or buy any security other than the Hong Kong Offer Shares. This prospectus
may not be used for the purpose of, and does not constitute, an offer to sell or a solicitation of an
offer to subscribe for or buy any security in any other jurisdiction or in any other circumstances. No
action has been taken to permit a public offering of the Offer Shares or the distribution of this
prospectus in any jurisdiction other than Hong Kong. The distribution of this prospectus and the
offering and sale of the Offer Shares in other jurisdictions are subject to restrictions and may not be
made except as permitted under the applicable securities laws of such jurisdictions pursuant to
registration with or authorization by the relevant securities regulatory authorities or an exemption
therefrom.

You should rely only on the information contained in this prospectus and the Application Forms
to make your investment decision. We have not authorized anyone to provide you with information
that is different from what is contained in this prospectus. Any information or representation not
included in this prospectus must not be relied on by you as having been authorized by us, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of our or their respective directors, officers, employees, agents or representatives
of any of them, or any other person or party involved in the Global Offering. Information contained

on our website, located at www.chinatbjt.com, does not form part of this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
it is a summary, it does not contain all the information that may be important to you and is qualified
in its entirety by, and should be in conjunction with, the full text of this prospectus. You should read
the entire prospectus before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Offer Shares are set out in “Risk Factors’ in this prospectus. You should read that section carefully
before you decide to invest in the Offer Shares.

OVERVIEW

We are a property developer and construction company based in Zhuozhou, a city in Hebei
Province, China. We engage in a wide range of property development activities, such as planning and
design, construction, and property sales, investment and operations.

We trace our history back to March 1998 when we established our construction contracting
business in Zhuozhou. In 2001, we expanded our business to property development and strategically
focused such business in major satellite cities of Beijing, such as Zhuozhou and Zhangjiakou. We are
well-positioned to benefit from the national strategies of the coordinated development of the Beijing-
Tianjin-Hebei Region and the development of the Xiong’an New Area. With the opportunities from the
upcoming 2022 Beijing Winter Olympics, we expect a high potential of property development in
Zhuozhou, Zhangjiakou and other cities of the Beijing-Tianjin-Hebei Region.

We principally engage in the following businesses:

° Property development business. As a property developer, we focus primarily on the
development and sales of residential properties, and leasing and operation of an investment

property.

° Construction contracting business. We provide construction contracting services mainly as
a general contractor for building construction projects, infrastructure construction projects,
and industrial and commercial construction projects.

We have achieved synergies between our property development and construction contracting
businesses which have enabled us to develop a diverse project portfolio and improve efficiency. In
addition, we have adopted ‘“‘construction first and property development to follow” as our expansion
strategy, meaning to first establish cooperation on construction projects with local government entities
and property developers by leveraging our strong construction capabilities, which in turn facilitates
improvement of our property development business in that region.

We have a broad range of qualifications in the construction contracting industry, covering most
construction categories. As of April 30, 2019, we possessed over 10 qualifications, allowing us to
undertake a variety of construction projects. In particular, we obtained our Premium Grade Certificate in
2017, being the highest qualification that can be awarded to a building construction general contractor.
We won numerous awards for achieving high standards in construction quality, safety and innovation,
such as Lu Ban Award for Baoxin International Building in 2017. Our projects, namely, the Zhangbei
Nanshan Temple, the Zhangbei Lansheng Tower and the Simian Paifang, have been awarded the
National High-Quality Project Award by China Association of Construction Enterprise Management. See
“Business — Construction Contracting Business — Sales and Marketing” for the details of success rates
of our bidding for construction contracting business during the Track Record Period.



SUMMARY

As of August 31, 2019, we had a diverse portfolio of 20 property projects consisting of 18
residential properties, one investment property and a hotel, which are all owned and developed by us.
Seven projects are located in Zhuozhou and 13 projects are located in Zhangjiakou. As of August 31,
2019, we had land reserves with a total GFA of 1,989,288.9 sq.m., including (i) completed properties
with a total unsold saleable GFA of 41,671.1 sq.m. and a rentable GFA held for property investment of
44,336.1 sq.m., accounting for 4.3% of our total land reserves; (ii) properties under development with a
total planned GFA of 961,507.2 sq.m., accounting for 48.4% of our total land reserves; and (iii)
properties held for future development with a total planned GFA of 941,774.5 sq.m., accounting for
47.4% of our total land reserves. Our acquired land reserves are mainly located in cities with high
development potential such as Zhuozhou and Zhangjiakou.

Our total revenue decreased by 17.6% from RMB660.5 million in the four months ended April 30,
2018 to RMB544.4 million in the same period in 2019. The decrease was due to decreased revenue of
our property development business as a result of the fact that we only completed and started delivery of
Tianbao Lingyun City (KR¥# EHK) in the four months ended April 30, 2019. Our total revenue
increased from RMBS800.2 million in 2016 to RMB1,601.7 million in 2018, representing a CAGR of
41.5% from 2016 to 2018. Our total revenue increased by 33.2% from RMB1,202.3 million in 2017 to
RMB1,601.7 million in 2018. The increase was due to increased revenue of both of our two business
segments, primarily contributed by our construction contracting business as we undertook increased
volume of construction projects and those with increased scale in 2018. Our total revenue increased by
50.2% from RMB800.2 million in 2016 to RMB1,202.3 million in 2017, primarily due to increased
revenue of both of our two business segments as we completed and delivered more property projects and
undertook increased volume of construction projects and those with increased scale in 2017.

Our gross profit decreased from RMB136.1 million in the four months ended April 30, 2018 to
RMB123.7 million in the same period in 2019. Our gross profit margin increased from 20.6% in the four
months ended April 30, 2018 to 22.7% in the same period in 2019, primarily due to the increase in gross
profit margin of our property development business in the four months ended April 2019 as a result of
the higher recognized ASP of Tianbao Lingyun City (K{f#% Z3K) than the recognized ASP of the GFA
delivered in the same period in 2018. Our gross profit slightly decreased by 1.9% from RMB193.6
million in 2017 to RMB189.9 million in 2018. Our gross profit margin decreased from 16.1% in 2017 to
11.9% in 2018, primarily due to a decrease in the gross profit margin of our property development
business as a result of the lower recognized ASP of the GFA delivered in 2018 than the recognized ASP
of the GFA delivered in 2017. Our gross profit increased by 208.3% from RMB62.8 million in 2016 to
RMB193.6 million in 2017, primarily attributable to the increase in the gross profit from both of our
property development business and construction contracting business. Our gross profit margin increased
from 7.9% in 2016 to 16.1% in 2017, primarily attributable to (i) the increase in the GFA delivered with
higher recognized ASP than the recognized ASP of the GFA delivered in 2016; and (ii) increased
volume of construction projects we undertook with higher gross profit margin in 2017.

Please see “‘Financial Information — Period to Period Comparison of Results of Operations” for
details.

The following table sets forth a breakdown of our revenue, gross profit and gross profit margin by
business segment for the periods indicated:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
Gross Gross Gross Gross Gross
Gross profit Gross  profit Gross profit Gross  profit Gross  profit
Revenue profit  margin  Revenue profit ~ margin Revenue  profit  margin Revenue profit ~ margin Revenue  profit  margin
RMB'000  RMB'000 (%) RMB’000 RMB’000 (%) RMB’000  RMB’000 (%) RMB'000  RMB'000 (%) RMB000 RMB’000 (%)
(unaudited)

Segment
Property development

business 771458 33359 430 274,103 139,283 508 400,259 121,202 303 389,046 121,716 3
Construction contracting

business 720,73 29482 41 08175 54304 5.9 1201480 68,722 57 271,488 14,347

3 274487 109,228 398

o

3269939 14,476 54

Total/overall 800,192 62,841

-

9 1,202,278 193,587 16.1 1,601,739 189,924 119 660,534 136,063 20,6 544,420 123,704 2.7




SUMMARY

Although we generated a substantial portion of our revenue from our construction contracting
business in 2016, 2017 and 2018, we also consider ourselves as a property developer because we
generated a majority of our profit from property development business during the same period, and we
aim to become a comprehensive property developer with the support of our construction contracting

business.

Sales of Properties

The following table sets forth a breakdown of our GFA delivered and the recognized ASP per
sq.m. by project for the periods indicated:

Year ended December 31,

Four months ended April 30,

2016 2017 2018 2018 2019
GFA Recognized GFA Recognized GFA Recognized GFA Recognized GFA Recognized
delivered ASP  delivered ASP  delivered ASP  Delivered ASP  Delivered ASP
(RMB/ (RMB/ (RMB/ (RMB/ (RMB/
(sq.m.) sq.m.) (sq.m.) sq.m.) (sq.m.) sq.m.) (sq.m.) sq.m.) (sq.m.) sq.m.)
Zhuozhou
Tianma Jingyuan (K55 50) 4,535 6,272 1,196 7,800 52 2,731 — — — —
Laojixiao Teachers Apartment
(BHEBHMAE) 3,026 5,801 2,976 6,351 3,194 5,156 3,194 5,156 - -
Tianhe Penghua (M7 H%) 671 6,358 29,834 7,340 91 5,429 91 5,429 — —
Tianbao Lingyun City
(RIREER) - - - - - — — — 36441 7,423
Zhangjiakou
Tianbao New City Phase I
(PR ) 7,500 3,406 4718 4,604 1,136 4,521 704 4,194 — -
Tianbao New City Phase II
(P2t i) - — — — 108,706 3,399 107,044 3432 — —
Total 15,732 4,819 38,724 6,945 113,179 3,461 111,033 3,492 36,441 7,423

Land Reserves

The following table sets out the GFA breakdown of our land reserves by geographical location as

of August 31, 2019:

Percentage
of total land
bank by
Under Future Total land geographical
Completed development development reserves location
Rentable
Unsold  GFA held Planned
saleable for property GFA under Planned
GFA investment development GFA Total GFA
(sq.m.) (sq.m.) (sq.m.) (sq.m.) (sq.m.) (%)
Zhuozhou 24,299.4 44,336.1 153,838.8 — 2224743 11.2
Zhangjiakou 17,371.7 — 807,668.4 941,774.5 1,766,814.6 88.8
Total 41,671.1 44,336.1 961,507.2 941,774.5  1,989,288.9 100.0
See “Business — Our Business Operations — Property Development Business — Our Project
Portfolio” for a summary of our property development projects (including completed, under

development and held for future development) as of August 31, 2019.
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Backlog

In our construction contracting business, backlog represents our estimate of the contract value of
work that remains to be completed as of a certain date. The contract value represents the amount that we
expect to receive under the terms of the contract, assuming the contract is performed in accordance with
its terms. Backlog is not a measure defined by generally accepted accounting principles.

The following table sets forth the movement of backlog of our construction projects during the
periods indicated:

Four Six
months months
ended ended
Year ended December 31, April 30,  June 30,
2016 2017 2018 2019 2019
(in millions)
Opening value of backlog 497.8 1,085.2 1,031.1 1,712.1 1,712.1
Contract value of new projects" 1,384.5 947.1 1,969.8 429.0 554.3
Contract value of revenue
recognized® (797.1)  (1,001.2)  (1,288.8) (294.0) (354.4)
Closing value of backlog® 1,085.2 1,031.1 1,712.1 1,847.1 1,912.0
Notes:

(hH) Contract value of new contracts means the total contract value of new construction contracting contracts which were
awarded to us during the relevant year or period indicated.

(2) Contract value of revenue recognized means the revenue that has been recognized during the relevant year or period
indicated with VAT.

3) Closing value of backlog means the total contract value for the remaining work of construction projects before the
percentage of completion of such projects reach 100% as of the end of the relevant year or period indicated.

The following table sets forth a breakdown of the number of construction contracts by contract
value with respect to our construction contracting business for the periods indicated:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2019
Total Total Total Total
Contract Value Number of  contract % Number of  contract % Number of  contract % Number of  contract %
Range contracts value of total contracts value of total  contracts value of total  contracts value of total
(RMB in (RMB in (RMB in (RMB in
millions) millions) millions) millions)
Within RMB50 million 115 24.4 1.8 78 16.1 1.7 38 8.5 0.4 44 204.2 47.6
RMB50 million to
RMBI100 million
(excluding RMB100
million) 26 20.1 14 15 10.7 1.1 23 17.0 0.9 — — —
RMB100 million to
RMB300 million 34 58.4 42 40 714 7.6 38 66.9 34 1 224.8 524
Over RMB300 million 42 1,281.6 92.6 43 848.9 89.6 39 1,877.4 95.3 — — —
Total 217 1,384.5  100.0 176 947.1  100.0 138 1,969.8  100.0 45 429.0  100.0




SUMMARY

We expect that the amount of revenue to be recognized for the year ending December 31, 2019 and
thereafter for our ongoing construction contracts as of April 30, 2019 would be RMB658.7 million and
RMB1,039.0 million, respectively. The amounts of our revenue to be recognized for the year ending
December 31, 2019 and thereafter is our estimation based on the projects for which our Group had
signed the relevant construction contracts and may not be considered and/or is not a forecast in relation
to our Group’s future performance. In addition, the backlog revenue disclosed herein only reflects the
situation as of April 30, 2019 and the highest caution shall be exercised in making comparison as to the
backlog revenue and any of our historical financial results (whether contained in this prospectus or in
the Accountants’ Report set out in Appendix I to this prospectus), given that the backlog revenue (a) is
not a historical fact; (b) was determined based on the projects for which our Group had signed
construction contracts as of April 30, 2019; (c) was arrived at after taking into account of various bases
and assumptions (among others, our Director’s estimation of project progress based on the plan of
construction projects issued by the relevant project owners) which are inherently susceptible to any
unforeseeable material changes or development in the future; and (d) is subject to the materialization of
any of the risks set out in “Risk Factors™ of this prospectus.

Customers and Suppliers

Customers of our property development business primarily comprise purchasers of our residential
properties, and customers of our construction contracting business primarily comprise property
developers and government entities. In 2016, 2017, 2018 and the four months ended April 30, 2019,
revenue attributable to our five largest customer amounted to RMB238.4 million, RMB316.8 million,
RMB530.1 million and RMB139.8 million, respectively, representing 29.8%, 26.4%, 33.1% and 25.8%
of our total revenue in the same periods, respectively. Our principal suppliers are providers of raw
materials and labor. In the same period, purchases from our five largest suppliers amounted to
RMB159.6 million, RMB280.2 million, RMB297.5 million and RMB101.9 million, respectively,
representing 20.9%, 23.7%, 19.1% and 24.5% of our total purchases in the same periods, respectively.

COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and distinguish us from
our competitors:

° We are well-positioned to benefit from the national strategies of the coordinated development
of the Beijing-Tianjin-Hebei Region and the development of the Xiong’an New Area, and the
opportunities from the 2022 Beijing Winter Olympics;

° We have achieved synergies between our property development business and construction
contracting business which have enabled us to develop a diverse project portfolio and
improve efficiency;

° Rooted in the Capital Economic Circle, we gained rich experience in land acquisitions by
acquiring high-quality land reserves in principal cities of the region;

° With the highest level of qualification in general building construction, a broad range of
qualifications, strict quality control measures and active technological innovation, we
continued to win mandates for high-quality projects; and

° Our optimized personnel structure, experienced and stable management team and unique
corporate culture allow us to provide long-term quality services to our clients.

STRATEGIES

To achieve our goal to become a well-known comprehensive property developer and construction
company in China, we intend to pursue the following strategies:

° Seize the opportunities presented by the development of the Beijing-Tianjin-Hebei Region
and the Xiong’an New Area, and the upcoming 2022 Beijing Winter Olympics, to further
expedite our expansion and growth;

° Increase our land reserves and expand our operations in the Beijing-Tianjin-Hebei Region
and Sichuan Province where we believe to have profitable opportunities and focus on
property development featuring cultural-tourism, healthcare and commercial complexes;



SUMMARY

° Strengthen engineering and technological innovation and IT capabilities to further improve
our efficiency and competitiveness and to develop ourselves as an energy-saving and
environmental-friendly construction company; and

° Enhance our corporate governance and human resources management by further strengthening
our corporate culture and recruiting and retaining talented professionals with strong industry
backgrounds.

SELECTED HISTORICAL FINANCIAL DATA

The following tables present our summary consolidated financial information as of the dates and
for the periods indicated. We have derived this summary from our financial information set forth in the
Accountants’ Report in Appendix I to this prospectus. You should read this summary in conjunction
with our consolidated financial information included in the Accountants’ Report in Appendix I to this
prospectus, including the accompanying notes, and the information set forth in “Financial Information”
of this prospectus.

Summary of Consolidated Statements of Profit or Loss

Four months ended

Year ended December 31, April 30,
2016 2017 2018 2018 2019
(RMB’000)
(unaudited)

Revenue 800,192 1,202,278 1,601,739 660,534 544,426

Cost of sales (737,351) (1,008,691) (1,411,815) (524,471) (420,722)

Gross profit 62,841 193,587 189,924 136,063 123,704

Fair value gains on investment properties 28,743 2,600 19,400 7,000 3,700

Profit before tax from continuing operations 66,281 130,880 181,670 123,321 93,705
Profit for the year/period from continuing

operations 37,967 60,231 109,634 75,323 53,459
Loss for the (year/period from discontinued

operations®’ (787) (893) (1,427) (775) (62)

Profit for the year/period 37,180 59,338 108,207 74,548 53,397

Our investment properties, as of December 31, 2016, 2017, 2018 and April 30, 2019 were valued
by JLL, an independent property valuer. Based on such valuation, in 2016, 2017, 2018 and the four
months ended April 30, 2019, our fair value gains on investment properties were RMB28.7 million,
RMB2.6 million, RMB19.4 million and RMB3.7 million, respectively. See “Risk Factors — 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 affect our profitability.”

Summary of Consolidated Statements of Financial Position

As of
As of December 31, April 30,
2016 2017 2018 2019
(RMB’000)
Non-current assets 398,857 426,041 487,117 504,353
Current assets 2,663,763 4,204,706 5,871,746 4,577,132
Total assets 3,062,620 4,630,747 6,358,863 5,081,485
Current liabilities 2,058,337 3,430,262 4,214,284 4,570,890
Net current assets 605,426 774,444 1,657,462 6,242
Non-current liabilities 99,313 236,177 465,658 117,685
Total equity 904,970 964,308 1,678,921 392,910

(1) As part of our Reorganization in preparation for the Listing, in 2018, we decided to dispose of our interests in subsidiaries
engaged in non-core businesses, including design and property management services, to delineate from our principal
business.
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Our net assets significantly decreased from approximately RMB1,679 million as of December 31,
2018 to approximately RMB392.9 million as of April 30, 2019 mainly because of our deemed
distribution of approximately RMB1,338.5 million used for the settlement of the consideration payable
by our Company for its acquisition of Tianbao Corporate Management as part of the Reorganization.

Summary of Consolidated Statements of Cash Flows

Four months ended

Year ended December 31, April 30,
2016 2017 2018 2018 2019
(RMB’000)
(unaudited)

Operating cash flows before movements in

working capital 38,655 158,609 145,732 123,550 107,173
Net cash generated from/(used in) operating

activities 165,020 (194,751)  (665,669)  (363,135) (86,164)
Net cash (used in)/generated from investing

activities (155,232) 95,342 (675,355)  (367,572) 1,497,525
Net cash (used in)/generated from financing

activities (8,391) 125,934 1,373,338 724,631  (1,433,023)
Net increase/(decrease) in cash and cash

equivalents 1,397 26,525 32,314 (6,076) (21,662)
Cash and cash equivalents at the beginning of

year 41,041 42,438 68,963 68,963 101,277
Cash and cash equivalents at the end of year 42,438 68,963 101,277 62,887 79,615

In 2017 and 2018, we had net operating cash outflows of RMB194.8 million and RMB665.7
million, respectively, primarily due to increases in property under development as we continued to grow
our property development business in 2017 and 2018. In the four months ended April 30, 2019, we had
net operating cash outflows of RMB&86.2 million, primarily due to increases in the contract assets and
completed properties held for sale. We intend to improve our cash flow by enhancing the payment
collection from our customers associated with pre-sales and sales of properties and construction
contracting business. We will also closely monitor the cash flow of both our property development
business and construction contracting business and their effect on our liquidity position. We plan to
satisfy our working capital requirement, including repayment obligations arising from our bank loans,
principally through proceeds from pre-sales and sales of properties, new bank borrowings or re-
financings and other borrowings and the net proceeds from the Global Offering. See ‘“Financial
Information — Liquidity and Capital Resources — Working Capital” in this prospectus for further
details.

Key Financial Ratios

As of or for

the four
months
ended

As of or for the year ended December 31, April 30,
2016 2017 2018 2019
Current ratio (times)‘" 1.29 1.23 1.39 1.00
Gearing ratio (%)% 9.9 22.8 54.4 207.2
Net gearing ratio (%)’ 0.6 1.8 41.4 149.5
Return on equity (%) 4.2 6.3 8.2 N/A
Return on total assets (%)(5) 1.3 1.5 2.0 N/A
Gross profit margin (%) 7.9 16.1 11.9 22.7
Net profit margin (%)"” 4.6 4.9 6.8 9.8
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(D) Current ratios were calculated based on the total current assets as of the respective dates divided by the total current
liabilities as of the respective dates.

2) Gearing ratios were calculated by total interest-bearing bank borrowings divided by total equity as of the end of the
respective periods and multiplied by 100%.

3) Net gearing ratios were calculated as total interest-bearing bank and other borrowings less cash and bank balances and
pledged deposits divided by total equity as of the end of the respective periods and multiplied by 100%.

4) Return on equity was calculated based on the profit for the respective periods divided by the total equity as of the
respective periods (sum of opening and closing balances of the total equity of the respective periods and then divided by
two) and multiplied by 100%.

(5) Return on total assets was calculated based on the net profit for the respective periods divided by the average total assets of
the respective periods (sum of opening and closing balances of the total assets of the respective periods and then divided by
two) and multiplied by 100%.

(6) Gross profit margin was calculated on gross profit divided by revenue from the continuing operations for the respective
period.

(7) Net profit margin was calculated on profit for the period divided by revenue from the continuing operations for the
respective period.

Our net gearing ratio increased from 0.6% as of December 31, 2016 to 1.8% as of December 31,
2017, and then further increased to 41.4% as of December 31, 2018, mainly because we increased
interest-bearing bank borrowings over the same periods. Our net gearing ratio further increased from
41.4% as of December 31, 2018 to 149.5% as of April 30, 2019, primarily due to a significant decrease
of our total equity from RMB1,678.9 million as of December 31, 2018 to RMB392.9 million as of April
30, 2019 as a result of our deemed distribution of approximately RMB1,338.5 million used for the
settlement of the consideration payable by our Company for its acquisition of Tianbao Corporate
Management as part of the Reorganization.

Prior to the Reorganization in preparation for the Listing as set out in “Our History,
Reorganization and Corporate Structure — Reorganization™, the subsidiaries now comprising our Group
were held by Mr. Li, our Controlling Shareholder and the paid-in-capital in the subsidiaries was
presented as merger reserve within reserves of our Group’s combined financial statements. Upon the
Reorganisation, our Company, through its subsidiaries, Zhuozhou Tianbao Industrial and Fine Credit
Investment, acquired 100% equity interest in Tianbao Corporate Management from Mr. Li at a cash
consideration of RMB1,338.5 million. The consideration was regarded as a deemed distribution of our
Company to its Controlling Shareholder.

RISK FACTORS

There are certain risks relating to (i) our industries and business; (ii) conducting business in China;
and (iii) the Global Offering. The following are some of the major risks that we face:

° Our businesses and future growth are subject to macroeconomic conditions in China,
particularly Hebei Province, which are beyond our control.

° Our operations are subject to extensive government policies and regulations and we are
particularly susceptible to adverse changes in policies relating to the property development
industry and PRC construction industry in regions in which we operate.

° Our business and prospects are heavily dependent on the performance of the PRC property
markets, particularly in the various cities we operate and intend to operate, and therefore any
potential decline in property sales or prices or demand for properties in China generally, or in
the cities where our projects are located, could have a material adverse effect on our
business, financial condition and results of operations.

° We face intense competition in our industries, and failure to compete effectively may cause
us to lose market share.
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° We may not be able to acquire land reserves in desirable locations that are suitable for
development at commercially acceptable prices in the future, which may affect our business,
financial condition, results of operations and prospects.

° Our results of operations largely depend on a number of factors including the schedule of our
property development and the timing of property sales and may therefore vary significantly
from year to year.

° Failure to receive progress or milestone payments or retention fees on time or in full may
materially and adversely affect our liquidity position.

SHAREHOLDERS’ INFORMATION
Our Controlling Shareholders

Immediately after completion of the Global Offering (without taking into account any Shares
which may be issued pursuant to the exercise of the Over-allotment Option and any options which may
be granted under the Share Option Scheme), Mr. Li, through Jixiang International Industrial, will hold
74.25% of our Company’s enlarged issued share capital. Mr. Li and Jixiang International Industrial will
remain as our Controlling Shareholders upon Listing.

Pre-IPO Investment

On March 20, 2019, Mr. Li entered into the Pre-IPO Investment Agreement with Ms. Wu Mengxia
(5% &) (being the Pre-IPO Investor), pursuant to which Ms. Wu agreed to acquire 1% equity interests
in Tianbao Corporate Management from Mr. Li at a consideration of RMB13,520,000, which was
determined with reference to the valuation of Tianbao Corporate Management prepared by an
independent valuer and the growth potential of our business as assessed by the parties and after arm’s
length negotiations. Ms. Wu is currently the chief investment officer of a PRC integrated circuit design
company, where she is primarily responsible for project investment and financial products design. Ms.
Wu has experience in the capital market in Hong Kong. Ms. Wu is an Independent Third Party.
Immediately after completion of the Global Offering (without taking into account any Shares which may
be issued pursuant to the exercise of the Over-allotment Option and any options which may be granted
under the Share Option Scheme), Ms. Wu, through Golden Foal Investments, will hold 0.75% of our
Company’s enlarged issued share capital. See “Our History, Reorganization and Corporate Structure —
Pre-IPO Investment.”

RECENT DEVELOPMENTS

Our revenue for the eight months ended August 31, 2019 decreased compared to the same period in
2018, which was primarily attributable to the decrease in the revenue from our property development
business for the eight months ended August 31, 2019 compared to the same period in 2018. Such
decrease was primarily attributable to the development and delivery schedule of our property
development projects. We generally recognize revenue from the sale of our properties upon delivery of
the properties to the customers. In 2018, our delivery of completed properties including Tianbao New
City Phase IT (KA&H3k —#) mainly took place in the first half of the year, while in 2019, our delivery
of completed properties including Tianbao New City Phase III (RAR#T =) is expected to mainly
take place in the fourth quarter.

After due and careful consideration, our Directors confirm that, save as disclosed above, up to the
date of this prospectus, there has been no material adverse change in our financial and trading position
or prospects since April 30, 2019, and there is no event since April 30, 2019 which would materially
affect the information shown in the Accountants’ Report in Appendix I to this prospectus.
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PROPERTY VALUATION

The following table sets forth a summary of JLL’s valuation methodology and basis in valuing our
properties:

Valuation methodology and basis Property type
° Comparison approach: this approach assumes sales with ° Completed properties held for sale
the benefit of vacant possession in their existing states
by making reference to comparable sales transactions as ° Properties held for future development
available in the market. This approach rests on the wide
acceptance of the market transactions as the best ° Properties held for owner-occupation

indicator and pre-supposes that evidence of relevant
transactions in the market place can be extrapolated to
similar properties, subject to allowances for variable

factors.

° Income approach: this approach considers the net rental ° Properties held for investment
income of the properties derived from the existing
leases and/or achievable in the existing market with due ° Properties held for owner-occupation

allowance for the reversionary income potential of the
leases, which have been then capitalized to determine
the market value at an appropriate capitalization rate.
Where appropriate, reference has also been made to the
comparable sales transactions as available in the
relevant market.

° Cost approach: this approach assumes the relevant ° Properties held under development
properties will be developed and completed in
accordance with the latest development proposals
provided to us. This approach uses comparable sales
evidence as available in the relevant market and takes
into account the accrued construction cost and
professional fees relevant to the stage of construction
as of the valuation date and the remainder of the cost
and fees expected to be incurred for completing the
development. JLL have relied on the accrued
construction cost and professional fees information
provided by the Group according to the different stages
of construction of the properties as of the valuation
date, and JLL did not find any material inconsistency
from those of other similar developments.

° Depreciated replacement cost approach: due to the ° Properties held for owner-occupation
nature of the buildings and structures and the location
where they are situated, there are unlikely to be
relevant market comparable sales readily available,
therefore the relevant property interests have been
valued by the cost approach with reference to their
depreciated replacement cost based on estimate of the
market value for existing use of the land, plus the
current cost of replacement of the improvements, less
deduction for physical deterioration and relevant form
of obsolescence and optimization.

See “Property Valuation Report™ in Appendix III to this prospectus.
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GLOBAL OFFERING STATISTICS

The numbers in the following table are based on the assumptions that (i) the Global Offering has
been completed and 200,000,000 Offer Shares are issued and sold in the Global Offering, (ii) the Over-
allotment Option is not exercised, and (iii) 800,000,000 Shares are issued following the completion of
the Capitalization Issue and the Global Offering.

Based on an Offer
Price of HK$2.16
per Offer Share,

after a Downward Based on an Based on an
Offer Price Offer Price Offer Price
Adjustment of of HK$2.39 of HK$3.10

10% per Offer Share per Offer Share

Market capitalization of Share after

completion of the Global Offering HK$1,728 million HK$1,912 million HK$2,480 million

Unaudited pro forma adjusted

)]

consolidated net tangible assets
attributable to Shareholders of the
Company per Share'" HK$1.00 HK$1.05 HK$1.22

Unaudited pro forma adjusted consolidated net tangible assets attributable to Shareholders of the Company per Share
was calculated after adjustments as specified in “Appendix II — Unaudited Pro Forma Financial Information.”

USE OF PROCEEDS

Assuming an Offer Price of HK$2.75 per Share, being the mid-point of the indicative Offer Price
range stated in this prospectus, and assuming the Over-allotment Option is not exercised, we currently
intend to use such net proceeds from the Global Offering as follows:

approximately 50%, or HK$228.1 million (equivalent to approximately RMB205.6 million),
is expected to be used to increase our land reserves by seeking and acquiring land parcels in
cities in Beijing-Tianjin-Hebei Region to further expand our property development business
into cultural-tourism properties and healthcare properties. Please see ‘“Business — Our
Business Strategies — Increase our land reserves and expand our operations in the Beijing-
Tianjin-Hebei Region and Sichuan Province where we believe to have profitable
opportunities and focus on property development featuring cultural-tourism, healthcare and
commercial complexes” for details;

approximately 20%, or HK$91.2 million (equivalent to approximately RMB82.2 million), is
expected to be used to fund the construction of our property projects under development
including Tianbao Hushan Yard (KPR 1LIKFE) and Zhangbei Zhongdu Garden (H#R3ER).
Please see “Busines — Property Development Business — Our Project Portfolio — Portfolio
of Our Property Development Projects” for details;

approximately 20%, or HK$91.2 million (equivalent to approximately RMB82.2 million), is
expected to be used to fund construction projects in our backlog as of the Latest Practicable
Date, which mainly include building construction projects and infrastructure construction
projects in Hebei Province; and

approximately 10%, or HK$45.6 million (equivalent to approximately RMB41.1 million), is
expected to be used for working capital and general corporate purposes.

See “Future Plans and Use of Proceeds.”
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DIVIDEND AND DISTRIBUTABLE RESERVES

We did not declare any dividends during the Track Record Period. We have no fixed dividend
policy and, subject to compliance with the relevant laws of the Cayman Islands and the Articles, the
Board has discretion in determining whether to recommend a declaration of any dividend for any period,
and the amount of dividend to be paid. In determining any dividend payment, the Board will evaluate
our Company’s earnings, cash flow, financial condition, capital requirements, prevailing economic
conditions, and any other factors that our Directors deem relevant. There can be, however, no assurance
that dividends will be paid in any amount in the future, or at all. As of the Latest Practicable Date, our
Company had no distributable reserve available for distribution to our Shareholders.

INCIDENT RELATING TO OUR FORMER EMPLOYEE

In around 2010 to 2013, a former employee of Tianbao Construction Group abused his authority
and misconducted a construction contracting project by, including but not limited to, directing the
construction fees paid by the project owner to his personal bank accounts and/or those of his spouse or
the company controlled by him as well as sub-contracting certain construction work to sub-contractors
without due authorization. To the best knowledge of our Directors, the project owner paid RMB349.0
million to such former employee for the construction contracting project. According to the estimated
budget of the construction contracting project in 2010, in the absence of the incident relating to the
misconduct of such former employee, Tianbao Construction Group estimated that it could recognize
profit of RMB10.5 million from undertaking such construction contracting project. Tianbao Construction
Group also confirmed that it recorded a net loss of RMB46.3 million by undertaking the final stage of
such construction contracting project. In order to seek remedy for the losses, Tianbao Construction
Group brought a claim against the former employee and then, in January 2019, Tianbao Construction
Group brought a claim against the project owner seeking RMB80.0 million in payment together with
related expenses arising from such construction contracting project. Our Directors confirmed that the net
loss of RMB46.3 million was recorded before 2016 and the incident of the misconduct of such former
employee had no adverse financial impact on our results of operations and financial conditions during
the Track Record Period. See “Business — Legal Proceedings and Compliance — Incident relating to
our Former Employee” for details.

NON-COMPLIANCE INCIDENTS

During the Track Record Period, we experienced certain non-compliance incidents, such as
commencement of construction work without construction work permits, commencement of pre-sales
without pre-sales permits and failure to make adequate social security insurance and housing provident
fund contribution. See “Business — Legal Proceedings and Compliance — Non-compliance Incidents.”

COMPETITIVE LANDSCAPE

The property development industry and construction contracting industry in China is highly
fragmented and competitive. We compete primarily with regional property developers and construction
companies in Hebei Province. We compete with those competitors mainly over experience, brand
recognition, project quality and safety, and pricing. See “Business — Competition.”

LISTING EXPENSES

The estimated total listing expenses in relation to the Global Offering are estimated to be
approximately RMB84.7 million (based on the midpoint of our indicative Offer Price range for the
Global Offering and assuming that the Over-allotment Option is not exercised). These listing expenses
mainly comprise sponsor fees, underwriting commissions, and professional fees paid/payable to legal
advisors, our reporting accountants and professional parties for their services rendered in relation to the
Listing and the Global Offering, of which approximately RMB50.5 million will be deducted from our
equity. Approximately RMB3.9 million and RMB3.1 million have been charged to our consolidated
statements of profit or loss in 2018 and the four months ended April 30, 2019 and the remaining balance
of approximately RMB27.2 million will be charged to our consolidated statements of profit or loss for
2019. Our Directors expect such expenses would not materially adversely impact our results of
operations for the year ending December 31, 2019.
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DEFINITIONS

“Application Form(s)”

“Articles” or “Articles of
Association”

“ASP?’
“associate(s)”

“Baoxin Industrial”

“Beijing-Tianjin-Hebei Region”

“Board” or “Board of Directors”

“Business day” or “business day”

4‘BVI77
“CAGR”

“Capitalization Issue”

“Capital Economic Circle”

WHITE Application Form(s), YELLOW Application Form(s)
and GREEN Applications Form(s), or where the context so
requires, any of them, relating to the Hong Kong Public Offering

the amended and restated articles of association of our Company,
conditionally adopted on October 21, 2019 which will become
effective on the Listing Date, a summary of which is contained in
Appendix IV to this prospectus, and as amended from time to
time

average selling price
has the meaning ascribed to it under the Hong Kong Listing Rules

Baoxin Industrial Company Limited (FREBEEFXAMRAF), a
limited liability company established in China on November 14,
2018 and owned as to 80% by Ms. Zhou, the spouse of Mr. Li
and 20% by Mr. Li Yaruixin (Z55%%%), the son of Mr. Li

an economic region in China comprising Beijing, Tianjin and
Hebei Province

the board of directors of our Company

a day on which banks in Hong Kong are generally open for
normal banking business to the public and which is not a
Saturday, Sunday or public holiday in Hong Kong

the British Virgin Islands
compound annual growth rate

the allotment and issue of 599,999,000 Shares to be made upon
capitalization of certain sums standing to the credit of the share
premium account of our Company as referred to in the section
headed “A. Further Information about our Company and our
Subsidiaries — Written resolutions of our Shareholders passed on
October 21, 2019” in Appendix V to this prospectus

an economic region in China comprising Beijing, nine cities in
Hebei Province and three districts in Tianjin. The nine cities in
Hebei Province are Zhangjiakou, Chengde, Baoding, Langfang,
Tangshan, Qinhuangdao, Hengshui, Cangzhou and Shijiazhuang.
The three districts in Tianjin are Baodi, Wuqing and Jizhou. The
concept was first proposed in Draft of 12th Five-Year Plan ({*1
T HHIFIAE FLZ)), which was passed on the Fourth Session

of the Eleventh National People’s Congress (—J 42 B A Kk
or
= ﬂ?‘i)
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DEFINITIONS

“Cayman Companies Law” or
“Companies Law”

“CBRC”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chengdu Tianbao Property
Development”

“China” or “PRC”

“China Tianbao International”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

“Companies Ordinance”

“Company” or “our Company” or

“We” or “HS”

the Companies Law (as revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time to time

China Banking Regulatory Commission (9 [E$R17 35 BB & &
B 1), currently combined into the China Banking and Insurance
Regulatory Commission (B $R1T OR b a5 B 22 B )

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a
corporation

A CCASS Clearing Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

Chengdu Tianbao Property Development Company Limited (J#
KR EHEBEARAF), a limited liability company
established in China on April 10, 2018 and an indirect wholly
owned subsidiary of our Company

the People’s Republic of China, excluding, for the purpose of this
prospectus, Hong Kong, Macau and Taiwan

China Tianbao International Holdings Company Limited ("X
PRI B4 A R 22 7)), a limited company incorporated under the
laws of Hong Kong on December 6, 2018

the Companies (Winding up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from
time to time

China Tianbao Group Development Company Limited (H'[E]K{#
LEEE AR /AF]), an exempted company incorporated under
the laws of the Cayman Islands with limited liability on
November 16, 2018

— 14 —



DEFINITIONS

“Controlling Shareholder(s)”

“CSRC”

“Deed of Indemnity”

“Deed of Non-competition™

“Director(s)”

“Downward Offer Price
Adjustment”’

“EIT”

“EIT Law”

“Excel Thrive Developments™

“Exchange Participant(s)”

“Fine Credit Investment”

“Frost & Sullivan™ or “Industry

Consultant”

has the meaning ascribed thereto under the Listing Rules and, in
the context of this prospectus, means Mr. Li and Jixiang
International Industrial which is wholly owned by Mr. Li

the China Securities Regulatory Commission (H[# & 75 BB 45 S
ZE®)

a deed of indemnity dated October 21, 2019 and given by our
Controlling Shareholders in favor of our Company (for itself and
as trustee for each of our subsidiaries), details of which are set
out in the section headed ‘“Statutory and General Information —
D. Other Information — 3. Tax and Other Information™ in
Appendix V to this prospectus

a deed of non-competition dated October 21, 2019 and given by
our Controlling Shareholders in favor of our Company, details of
which are set out in the section headed *“Relationship with Our
Controlling Shareholders — Non-Competition Undertakings”

director(s) of our Company

an adjustment that has the effect of setting the final Offer Price
up to 10% below the bottom end of the indicative Offer Price
range

the PRC enterprise income tax

the PRC Enterprise Income Tax Law (% A\ & ILFIE 1 3 o5
Fi3%), issued on March 16, 2007 and last amended on December
29, 2018

Excel Thrive Developments Limited (GEELZFRARAF), a
company incorporated under the laws of the BVI with liability
limited by shares on February 8, 2019

a person: (a) who, in accordance with the Hong Kong Listing
Rules, may trade on or through the Hong Kong Stock Exchange;
and (b) whose name is entered in a list, register or roll kept by
the Hong Kong Stock Exchange as a person who may trade on or
through the Hong Kong Stock Exchange

Fine Credit Investment Holding Limited (#J& 5% fl4% & ¥ A BR
NH]), a limited company incorporated under the laws of Hong
Kong on March 22, 2019

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
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DEFINITIONS

“Frost & Sullivan Report”

6‘GDP’7
L‘GFA’,
“Global Offering”

“Golden Foal Investments”

“GREEN Application Form(s)”

s

“Group” or “our Group” or “we’

or “US”

“Haiziwa Hotel”

“HK$” or “HK dollars”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Listing Rules™ or
“Listing Rules™

“Hong Kong Offer Shares”

the industry report commissioned by our Company and
independently prepared by Frost & Sullivan

gross domestic product
gross floor area
the Hong Kong Public Offering and the International Offering

Golden Foal Investments Limited (&EIHEHFRATFD, a
company incorporated under the laws of the BVI with liability
limited by shares on March 8, 2019

the application form(s) to be completed by White Form eIPO
Service Provider designated by our Company, Computershare
Hong Kong Investor Services Limited

our Company and our subsidiaries or any of them at the relevant
time or, where the context so requires, in respect of the period
before our Company became the holding company of our present
subsidiaries, the business operated by such subsidiaries or their
predecessors (as the case may be as if they were subsidiaries of
our Company at the relevant time)

Haiziwa International Tourist Attraction Hotel and Apartments
(1t 128 SCA R A0 55 [P 5 K Bl /3 ), onme of our properties
under development in Zhangbei

Hong Kong dollars and cents, respectively, the lawful currency of
Hong Kong

Hong Kong Securities Clearing Company Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as amended from time to time)

the 20,000,000 Offer Shares initially offered by our Company for
subscription at the Offer Price pursuant to the Hong Kong Public
Offering (subject to reallocation as described in the section
headed ‘““Structure and Conditions of the Global Offering™)
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DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huailai Tianbao Property
Development”

“IFRSs”

“Independent Third Party(ies)”

“International Offer Shares”

the offer of the Hong Kong Offer Shares for subscription by the
public in Hong Kong (subject to adjustment as described in the
section headed “Structure and Conditions of the Global Offering”
in this prospectus) at the Offer Price (plus brokerage, SFC
transaction levies and Hong Kong Stock Exchange trading fees),
on and subject to the terms and conditions described in this
prospectus and on the Application Forms as further described in
“Structure and Conditions of the Global Offering — The Hong
Kong Public Offering”

Computershare Hong Kong Investor Services Limited

the Stock Exchange of Hong Kong Limited, a wholly owned
subsidiary of Hong Kong Exchanges and Clearing Limited

the underwriters of the Hong Kong Public Offering listed in
“Underwriting — Hong Kong Underwriters”

the underwriting agreement dated October 29, 2019 relating to the
Hong Kong Public Offering and entered into by, among others,
our Company, our Controlling Shareholders, the Joint Sponsors,
the Joint Global Coordinators and the Hong Kong Underwriters,
as further described in ‘‘Underwriting — Underwriting
Arrangements and Expenses”

Huailai Tianbao Property Development Company Limited (15K
KR EHEBEARAF), a limited liability company
established in China on August 23, 2016 and an indirect wholly-
owned subsidiary of our Company

International Financial Reporting Standards, which include
standards, amendments and interpretations promulgated by the
International Accounting Standards Board and the International
Accounting Standards and interpretation issued by the
International Accounting Standards Committee

party(ies) not connected with us within the meaning of the Hong
Kong Listing Rules as far as our Directors are aware after having
made all reasonable enquiries

the 180,000,000 Shares initially offered by our Company for
subscription pursuant to the International Offering together with,
where relevant, any additional Shares which may be issued by our
Company pursuant to the exercise of the Over-allotment Option
(subject to reallocation as described in “Structure and Conditions
of the Global Offering™)
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DEFINITIONS

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Jixiang International Industrial”

“JLL” or “Property Valuer”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

“LAT”

“Latest Practicable Date”

the offer of the International Offer Shares by the International
Underwriters outside the United States in offshore transactions in
accordance with Regulation S, as further described in ‘““Structure
and Conditions of the Global Offering”

the group of international underwriters that is expected to enter
into the International Underwriting Agreement to underwrite the
International Offering

the underwriting agreement expected to be entered into on or
around November 4, 2019 by, among others, our Company and
the International Underwriters in respect of the International
Offering, as further described in ‘““Underwriting — The
International Offering”

Jixiang International Industrial Company Limited (7 5 F 5 %
A IR 7]), a company incorporated under the laws of the BVI
with liability limited by shares on November 15, 2018

Jones Lang LaSalle Corporate Appraisal and Advisory Limited

ABCI Capital Limited, Guotai Junan Securities (Hong Kong)
Limited, BOCOM International Securities Limited and Haitong
International Securities Company Limited

ABCI Capital Limited and Guotai Junan Securities (Hong Kong)
Limited

ABCI Securities Company Limited, Guotai Junan Securities
(Hong Kong) Limited, BOCOM International Securities Limited,
Haitong International Securities Company Limited, ZJKF
Securities Investment (Hong Kong) Limited, CRIC Securities
Company Limited, Zhongtai International Securities Limited,
Livermore Holdings Limited, Yue Xiu Securities Company
Limited and HTF Securities Limited

ABCI Capital Limited and Guotai Junan Capital Limited

Land Appreciation Tax (THUHE{EFL) as defined in (3 A\ RIL
N+ G E B 1T 9]) (the Provisional Regulations of the
PRC on Land Appreciation Tax) and its implementation rules, as
described in the section headed “Regulatory Overview” in this
prospectus

October 21, 2019, being the latest practicable date for the purpose
of ascertaining certain information contained in this prospectus
prior to its publication
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DEFINITIONS

“Listing”

s

“Listing Committee’

“Listing Date”

“Lu Ban Award”

“Main Board”

“Memorandum” or “Memorandum
of Association”

“MLR”

“MOF”

“MOFCOM”

“MOHURD”

“Mr. Li”

“Ms. Zhou”

“NDRC”

“NPC”

listing of the Offer Shares on the Main Board of the Hong Kong
Stock Exchange

the Listing Committee of the Hong Kong Stock Exchange

the date, expected to be on or around November 11, 2019, on
which our Shares are listed and from which dealings therein are
permitted to take place on the Hong Kong Stock Exchange

the Lu Ban Award for Construction Engineering in China ([2 %
i TFE4HE4E), the highest and most prestigious award given by
the MOHURD and China Construction Industry Association for
construction quality excellence

the stock market (excluding the option market) operated by the
Stock Exchange which is independent from and operated in
parallel with the Growth Enterprise Market of the Stock Exchange

the amended and restated memorandum of association of our
Company, conditionally adopted on October 21, 2019 which will
become effective on the Listing Date, a summary of which is
contained in Appendix IV to this prospectus, and as amended
from time to time

Ministry of Land and Resources of the PRC (e A [ 75 [
+ & JE#R), currently combined into the Ministry of Natural
Resources of the PRC (1 3E A R FLAINE H 4% & TR ER)

the Ministry of Finance of the PRC (M3 A [ 3 F1 2 B EL )

the Ministry of Commerce of the PRC (9 3 A [ 1 8 75 #5340
the Ministry of Housing and Urban-rural Development of the PRC
(A N R LA A S R 40 2 5 EB), formerly known  as

Ministry of Construction of the PRC (H 3 A R 3 A1 B £ 53

Mr. Li Baotian (Zf#£H), our executive Director and chairman of
the Board

Ms. Zhou Chunlan (5% ), the spouse of Mr. Li

the National Development and Reform Commission of the PRC

GiE NG P& ey b & o =R )

the National People’s Congress of the PRC (H % A R 3 1 B 42 [
NERAGEKRE)
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DEFINITIONS

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PBOC”

“PRC Company Law”

“PRC GAAP”

“PRC Legal Advisors™

“Pre-IPO Investment”

the final price per Offer Share in Hong Kong dollars (exclusive of
brokerage fee of 1%, SFC transaction levy of 0.0027% and Hong
Kong Stock Exchange trading fee of 0.005%) of not more than
HK$3.10 and expected to be not less than HK$2.39, at which
Hong Kong Offer Shares are to be subscribed, to be determined in
the manner further described in “Structure and Conditions of the
Global Offering — Pricing of the Global Offering”, subject to
any Downward Offer Price Adjustment

the Hong Kong Offer Shares and the International Offer Shares,
together with, where relevant, any additional Shares which may
be issued by our Company pursuant to the exercise of the Over-
allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint Global
Coordinators (on behalf of the International Underwriters)
pursuant to the International Underwriting Agreement, pursuant
to which until 30 days after the last day for the lodging of
applications under the Hong Kong Public Offering our Company
may be required to allot and issue up to an aggregate of
30,000,000 additional Shares (representing approximately 15% of
the initial Offer Shares) at the Offer Price to cover over-
allocations (if any) in the International Offering, further details
of which are described in the section headed ‘‘Structure and
Conditions of the Global Offering”

the People’s Bank of China ("8 A [#R1T), the central bank of
the PRC

Company Law of the People’s Republic of China (713 A [&ILA!
B /A 7]i%), as amended and adopted by the Standing Committee
of the Tenth National People’s Congress on October 27, 2005 and
effective on January 1, 2006, as amended, supplemented or
otherwise modified from time to time, which was further amended
on October 26, 2018 to take effective on the same day

generally accepted accounting principles of PRC

Jia Yuan Law Offices, legal advisors to our Company as to the
PRC laws in connection with the Global Offering

the transactions as described in the section headed “Our History,
Reorganization and Corporate Structure — Pre-IPO Investment”
in this prospectus
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DEFINITIONS

“Pre-IPO Investment Agreement”

“Pre-IPO Investor”

“Price Determination Agreement”

“Price Determination Date”

“Principal Share Registrar”

“Province”

“Regulation S”
“Renminbi” or “RMB”

“SAFE”

“Saleable GFA”

“SAT”

“Securities and Futures Ordinance”
or “SFO”

“SFC”

“Share(s)”

the equity transfer agreement dated March 20, 2019 between Mr.
Li and Ms. Wu Mengxia in relation to the Pre-IPO Investment

Ms. Wu Mengxia

the agreement to be entered into by the Joint Global Coordinators
(for themselves and on behalf of the Underwriters) and our
Company on the Price Determination Date to record and fix the
Offer Price

the date, expected to be on or around November 4, 2019 (Hong
Kong time) on which the Offer Price is determined, or such later
time as the Joint Global Coordinators (for themselves and on
behalf of the Underwriters) and our Company may agree, but in
any event no later than November 5, 2019

Estera Trust (Cayman) Limited

a province or, where the context requires, a provincial level
autonomous region or municipality, under the direct supervision
of the central government of the PRC

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC (13 A
FR L0 18 [ % SR B =) )

GFA of a property which we intend to sell and which does not
exceed the multiple of the site area and the maximum permissible
plot ratio as specified in the relevant land grant contracts or other
approval documents from governmental authorities relating to the
project

the State Taxation Administration (73 A E LA H [ R B 4
J)

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

the Securities and Futures Commission of Hong Kong

ordinary shares of nominal or par value HK$0.01 each in the
share capital of the Company
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DEFINITIONS

“Share Option Scheme”

“Shareholders(s)”
“Stabilization Manager”

“State Council”

“Tianbao China Holdings”

“Tianbao Construction Group”

“Tianbao Corporate Management”

“Tianbao Property Development™

“Track Record Period™

“U.S.” or “United States”

“U.S. Securities Act”

“US$” or “U.S. dollars”
“Underwriters”

“Underwriting Agreements”’

the share option scheme conditionally approved and adopted by
our Company on October 21, 2019 the principal terms of which
are summarized in the section headed “Appendix V — Statutory
and General Information — D. Other Information — 1. Share
Option Scheme” in this prospectus

holder(s) of the Share(s)
Guotai Junan Securities (Hong Kong) Limited

State Council of the People’s Republic of China (H % A & 3L
B 5 Bt )

Tianbao China Holdings Company Limited (K f#H B i A R &
f£/2 7)), a company incorporated under the laws of the BVI with
liability limited by shares on November 15, 2018 and a direct
wholly-owned subsidiary of our Company

Tianbao Construction Group Company Limited (K% a% 5 A
FR/yH]), a limited liability company established in China on
March 18, 1998 and an indirect wholly-owned subsidiary of our
Company

Tianbao Corporate Management Company Limited (KPRASZEE
HA PR F]), a limited liability company established in China on
October 30, 2018 and an indirect wholly-owned subsidiary of our
Company

Tianbao Property Development Company Limited (K7 Hi 7 B
AR/ F]), a limited liability company established in China on
May 10, 2001 and an indirect wholly-owned subsidiary of our
Company

for the three years ended December 31, 2018 and four months
ended April 30, 2019

the United States of America, its territories, its possessions and
all areas subject to its jurisdiction

the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

United States dollars, the lawful currency of the United States
the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement
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DEFINITIONS

“VAT”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Withdrawal Mechanism”

“Xiong’an New Area”

“YELLOW Application Form(s)”

“Yuxian Tianbao Property
Development”

“Zhangbei County Tianbao
Property Management”

“Zhangbei Tianbao Hengqi
Property”

“Zhuozhou City Mingyang
Property”

value-added tax

the application form(s) for use by the public who require(s) such
Hong Kong Offer Shares to be issued in the applicant’s own name

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of White Form eIPO
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

a mechanism which requires the Company, among other things, to
(a) issue a supplemental prospectus as a result of material
changes in the information (such as the Offer Price) in the
prospectus; (b) extend the offer period and to allow potential
investors, if they so desire, to confirm their applications using an
opt-in approach, for example requiring investors to positively
confirm their applications for Shares despite the change

established in Hebei Province in April 2017, as part of PRC
government’s measures to advance the coordinated development
of the Beijing-Tianjin-Hebei Region. This New Area currently
spans three counties of Xiongxian, Rongcheng and Anxin

the application form(s) for use by the public who require(s) such
Hong Kong Offer Shares to be deposited directly into CCASS

Yuxian Tianbao Property Development Company Limited (%KX
LR i 7E B8 AT PR /A F), a limited liability company established
in China on June 30, 2017 and an indirect wholly-owned
subsidiary of our Company

Zhangbei County Tianbao Property Management Co., Ltd. (5%t
BRRAED EMBEARAF), a limited liability company
established in China on May 6, 2013 and an indirectly wholly-
owned subsidiary of Baoxin Industrial

Zhangbei Tianbao Hengqi Property Development Company
Limited (fRdb K PR1E T Hb 2 B # A R EEAF]), a limited
liability company established in China on October 8§, 2013 and an
indirect wholly-owned subsidiary of our Company

Zhuozhou City Mingyang Property Development Company
Limited (&M B FG 5 HhzE B 3 A IR B A A F]), a limited
liability company established in China on July 4, 2006 and an
indirect wholly-owned subsidiary of our Company
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DEFINITIONS

“Zhuozhou Longhuixin Zhuozhou Longhuixin Decoration Co., Ltd. (¥ JH 2k 5% & fifi 45 i
Decoration” A MREAE/ATH]), a limited liability company established in China

on February 8, 2007 and owned as to 10% by Ms. Wang Huijie
(FZE), our executive Director and 90% by Mr. Li Jun (ZH),
her spouse

“Zhuozhou Tianbao Construction” Zhuozhou Tianbao Construction Co., Ltd. (?ﬁﬂ‘l‘lfﬁ@%@ﬁ%%ﬁ
FR/ZvF]), a limited liability company established in China on
November 1, 2005 and owned as to 70% by Mr. Li and 30% by
Baoxin Industrial

“Zhuozhou Tianbao Industrial” Zhuozhou Tianbao Industrial Company Limited (KM KA EEH
FRZAH]), a limited liability company established in China on
March 18, 2019 and an indirect wholly-owned subsidiary of our

Company
“Zhuozhou Tianbao Property Zhuozhou Tianbao Property Management Co., Ltd. (& KERY)
Management” ¥EMBABRATF), a limited liability company established in

China on August 24, 2010 and a wholly-owned subsidiary of
Baoxin Industrial

In this prospectus, the terms ‘“‘associate”, ‘“close associate”, ‘‘connected person”, ‘‘core
connected person,”, “‘connected transaction”, and ‘‘substantial shareholder” shall have the meanings

given to such terms in the Hong Kong Listing Rules, unless the context otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to rounding.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures preceding them. Any discrepancies in any table or chart between the total shown and the sum of
the amounts listed are due to rounding.

For ease of reference, the names of the PRC established companies or entities, laws or regulations
have been included in this prospectus in both the Chinese and English languages and in the event of any
inconsistency, the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

“BIM”

“building ownership certificate”

“civil defense”

“completion certificate”

“concrete”

“construction land planning
permit”

“construction work commencement
permit”

“construction work planning
permit”

“Constructor License”

“contract value”

“curtain wall”

“GB/T28001-2011”

6‘IT”
“land grant contract”

“land use rights certificate”

Building Information Modeling

building ownership certificate issued by relevant PRC government

authorities with respect to the ownership rights of buildings (/5 )&
v A R )

a range of emergency measures to be taken to protect citizens and
their property from aerial warfare and natural disasters

construction works completion inspection acceptance certificate/
record issued by local urban construction bureau or competent
authorities in China with respect to completion of property

projects (2 TR TEIINMER)

a composite material composed mainly of water, construction
aggregate and cement

construction land planning permit issued by local urban zoning
and planning bureaus or competent authorities in China (&%

i 1 B T )

construction work commencement permit issued by local housing
and urban-rural development bureaux or competent authorities in

China (5 THEHE T 77 n] %)

construction work planning permit issued by local urban zoning
and planning bureaus or competent authorities in China (&% L

AR ) ] )

a license awarded to certified constructors in China, comprising
Class A (—#%) and Class B (—-#}) constructor licenses

final negotiated or proposed price of a contract before tax

an outer covering of a building in which the outer walls are non-
structural, designed to handle all loads imposed on it as well as
keep air and water from penetrating the building envelope

a recommended standard in China for an occupational health and
safety management system (JEZEf@#HREL2E I R)

information technology
a land use rights grant contract (- Hufif I RE H 5 & [R])

a certificate (or certificates as the case may be) of the right of a
party to use a parcel of land
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GLOSSARY OF TECHNICAL TERMS

“non-capital functions” (IF & &R
fiE)

“Premium Grade Certificate”

“Premium Grade Standards”

“pre-sale permit”

113 ”

sq.m.

“steel structure”

ordinary manufacturing industry, regional logistics bases, regional
wholesaling market, certain educational and healthcare and other
public services, and certain administrative and public institutions
(— Mt B 3 IR I A O R R S LA T - A BE
B EAE o S IRBS T RE DA B B AT BOME - SR SEME R B HEAE)  as
referred by Beijing Municipal Development and Reform
Commission on July 16, 2015

Premium Grade Certificate for Enterprises of General
Construction Contracting Work (5 T2 T AR @B R E
BT), awarded to construction companies meeting the Premium
Grade Standards

the Premium Grade Qualification Standards for Enterprises of
General Construction Contractors (2 T2 T 2K 0> 2E 5 4]
R )

ES PN

a pre-sale permit authorizing a developer to start the pre-sale of a
property under construction (P i 75 TH & 7 0] 75)

square meters

structural supporting elements comprising steel columns, girders
and beams of a construction project
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. All statements other than statements of
historical facts contained in this prospectus, including, without limitation, those regarding our future
financial position, our strategy, plans, objectives, goals, targets and future developments in the markets
where we participate or are seeking to participate, and any statements preceded by, followed by or that
include the words “believe”, ‘“expect”, “estimate”, ‘“predict”, “aim”, “intend”, “will”, “may”,
“plan”, “consider”, ‘“‘anticipate”, “seek”, ‘“‘should”, ‘“could”, “would”, “continue”, or similar
expressions or the negative thereof, are forward-looking statements. These forward-looking statements
involve known and unknown risks, uncertainties and other factors, some of which are beyond our
control, which may cause our actual results, performance or achievements, or industry results, to be
materially different from any future results, performance or achievements expressed or implied by the
forward-looking statements. These forward-looking statements are based on numerous assumptions
regarding our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ materially
from those in the forward-looking statements include, among other things, the following:

° general political and economic conditions, including those related to the PRC;
° our ability to successfully implement our business plans and strategies;
° future developments, trends and conditions in the industry and markets in which we operate

or into which we intend to expand;

) our business operations and prospects;

° our capital expenditure plans;

° the actions and developments of our competitors;
° our financial condition and performance;

° capital market developments;
° our dividend policy;

° any changes in the laws, rules and regulations of the central and local governments in China
and other relevant jurisdictions and the rules, regulations and policies of the relevant
governmental authorities relating to all aspects of our business and our business plans; and

° various business opportunities that we may pursue.

Additional factors that could cause actual performance or achievements to differ materially
include, but are not limited to, those discussed in “Risk Factors” and elsewhere in this prospectus. We
caution you not to place undue reliance on these forward-looking statements, which reflect our
management’s view only as of the date of this prospectus. We undertake no obligation to update or
revise any forward-looking statements, whether as a result of new information, future events or
otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed in
this prospectus might not occur. All forward-looking statements contained in this prospectus are
qualified by reference to the cautionary statements set out in this section.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this prospectus and,
in particular, should evaluate the following risks and uncertainties associated with an investment in
our Company before making any investment decision regarding our Company. You should pay
particular attention to the fact that our Company was incorporated in the Cayman Islands and our
operations are conducted in China and are governed by a legal and regulatory environment which in
some respects may differ from that in Hong Kong. Any of the risks and uncertainties described below
could have a material adverse effect on our business, results of operations, financial condition or on
the trading price of our Shares, and could cause you to lose all or part of your investment.

RISKS RELATING TO OUR INDUSTRIES AND BUSINESSES
Risks Relating to Our Industries

Our businesses and future growth are subject to macroeconomic conditions in China, particularly
Hebei Province, which are beyond our control.

Our business and future growth prospects depend on general economic conditions and levels of
construction and infrastructure development in China, particularly in the Hebei Province where our
business is focused. In 2016, 2017, 2018 and the four months ended April 30, 2019, our revenue
generated from projects in the Hebei Province amounted to RMB681.3 million, RMB902.2 million,
RMB1,021.8 million and RMB451.4 million, respectively, accounting for 85.1%, 75%, 63.8% and 82.9%
of our total revenue, respectively. Property development and construction activities in China are
sensitive to economic fluctuations and market uncertainty, and are controlled or managed by the PRC
government through its policy-making. The PRC economy grew at a slower pace in 2015, 2016, 2017
and 2018 than in previous years, with a yearly real GDP growth of 6.9%, 6.7%, 6.9% and 6.5%,
respectively. However, our revenue may be adversely affected if the PRC economy experiences slower
growth or enters into recession, or if construction spending is reduced. In addition, as we derived a
majority of our revenue from the Hebei Province during the Track Record Period, demand for our
services and products in Hebei Province may be reduced if the local economy experiences a significant
downturn. Our property development business could also be affected by any adverse local economic and
financial developments, speculative activities in local markets and demand for and supply of properties.
Our ongoing projects, in which we have invested significant resources and capital, may be put on hold
or stopped if economic conditions deteriorate, and we may be unable to collect payments and recover
our costs.

Our operations are subject to extensive government policies and regulations and we are particularly
susceptible to adverse changes in policies relating to the property development industry and PRC
construction industry in regions in which we operate.

Our business is subject to extensive governmental regulation and, in particular, we are sensitive to
policy changes related to the PRC property development industry and construction industry, including
those that affect the supply of land for property development, project financing and taxation, as well as
local government budgets and the policies regarding regulation and control of the property market.
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RISK FACTORS

During the Track Record Period, the PRC government implemented various regulations and
policies aimed to cool down the property market and control inflation with respect to property values.
Various pricing controls have been implemented in recent years, including household registration
requirements for the purchase of property imposed by certain cities, restrictions on mortgages and higher
interest rates for property transactions in the secondary market, among others. These policies may affect
the level of activity in China property development industry, and could also affect the number of
construction projects available to us.

In addition, on February 13, 2017, the Asset Management Association of China issued Circular 4
of Regulation for Registration Management of Private Asset Management Plan by Securities and Future
Institutions (the “Circular 4”’). The Circular 4 provides that any private equity and asset management
plan that is adopted to make investment into any ordinary residential property project located in certain
PRC cities where the property price rises too fast shall not be filed for a record temporarily. Such cities
currently include 16 major cities in China, such as Beijing, Chengdu, Shanghai, Hefei, Nanjing, Suzhou,
Tianjin, Fuzhou, Wuhan and Zhengzhou, and the list of such cities may be updated from time to time in
the future according to the relevant regulations of the Ministry of Housing and Urban-Rural
Development of the PRC. According to the Circular 4, a private equity and asset management plan shall
neither be used to finance any property developer, by means of bank entrusted loans, trust plans, or
usufruct of transferee assets, for the purpose of paying the price of land grant or supplementing the
working capital, nor be used to directly or indirectly facilitate any violation or illegality of various
institutions’ granting of loans for down payments.

On April 1, 2017, the Ministry of Land and Resources and Ministry of Housing and Urban-Rural
Development issued the Circular of the Ministry of Housing and Urban-Rural Development and the
Ministry of Land and Resources on Tightening the Management and Control over Immediate Residential
Properties and Land Supply ({7 AR R ~ 12 - & U5 0 B 7 in o 20 10345 175 S b 1k e 4 2 o
PEA B TAERYZ %)), To maintain a housing supply-demand balance, cities facing serious demand over
supply and overheating market shall appropriately increase the supply of housing land, especially for
ordinary commercial houses; and cities with excessive housing supply shall reduce or suspend the land
supply for housing. All the local governments shall build inspection systems to monitor the source of
funds for land acquisition to ensure that the property developers use their own legal funds to purchase
lands. See “Regulatory Overview — Measures on Stabilizing Housing Prices.” These measures reduced
the transaction volumes in certain major cities in China in the second quarter of 2017.

In May 2017, Zhangjiakou Municipal People’s Government enacted Opinions on Accelerating
Development of Housing Security and Supply to Promote the Stable and Healthy Development of the
Property Market (5% 1T A ROBUR B INRAE 55 O b 0 A1k 8 5 2R g A A 5 b 2 7 3551 R i e o g
[)E 5). The policy aims to develop a well-established property market, including home purchase
restriction. For example, in city center, local households with one home and all non-local households
can only purchase one more home in city center. For local households with one home, the percentage of
down payment is much higher than those who purchase the first home.

In May 2017, Baoding Municipal People’s Government enacted Opinions on Reinforcing Property
Market Management (P& 7 A FBUR B N i 55 bz 17 35545 2R A9 & L), based on Opinions on Further
Developing the Property Market Healthily (B #E— 5 (2445 5 b2 i 851 FRfil 2 % J 1) B 2 B2
enacted by the People’s Government of Hebei Province, to maintain the property market steady, healthy

— 29 _



RISK FACTORS

and sustainable, and to support the establishment of Xiong’an New Area. The opinions strictly restrict
the residents on home purchase. For example, local households with over two homes in city center and
non- local households with over one home in city center cannot purchase homes any more.

In March 2017, Zhuozhou Municipal People’s Government enacted Opinions on Maintaining the
Stable and Healthy Development of the Property Market (¥ T A BBUR B (R 1555 Mz 17351 Fafa
[ M) E M= ). The policy aims to maintain a well-ordered property market, including home
purchase restriction. For example, non-local households can only purchase one home and the percentage
of down payment could not be lower than 30%. For local households with one home, the second home
percentage of down payment could not be lower than 50%.

There is no assurance that the PRC government will relax existing restrictive measures, impose and
enhance restrictive measures, or impose other restrictive policies, regulations or measures in the future.
The existing and other future restrictive measures may limit our access to capital, reduce market demand
for our products and increase our finance costs, and any easing measures introduced may also not be
sufficient. If we fail to adapt our operations to new policies, regulations and measures that may come
into effect from time to time, or such policy changes negatively impact our business, our financial
condition, results of operations and prospects may be materially and adversely affected.

Our business and prospects are heavily dependent on the performance of the PRC property markets,
particularly in the various cities we operate and intend to operate, and therefore any potential decline
in property sales or prices or demand for properties in China generally, or in the cities where our
projects are located, could have a material adverse effect on our business, financial condition and
results of operations.

We develop and sell properties in Hebei Province. During the Track Record Period, we had 20
property projects in Zhuozhou and Zhangjiakou at various stages of development and we plan to expand
into cities in the Beijing-Tianjin-Hebei Region, as well as Sichuan Province. Our business continues to
be heavily dependent on the property markets in these areas. These property markets may be affected by
local, regional, national and global factors, including economic and financial developments, speculative
activities in local markets, demand for and supply of properties, availability of alternative investment
choices for property buyers, inflation, government policies, interest rates and the availability of capital.
Any adverse developments in China property market generally or in the cities in which we have or
expect to have operations could materially and adversely affect our business, financial condition, results
of operations and prospects.

Overall demand for private residential property has been increasing rapidly in recent years, which
has often been coupled with volatile market conditions and fluctuations in prices. Numerous factors may
affect the development of the market and, accordingly, it is very difficult to predict when and how
significantly demand will develop. Limited availability of accurate financial and market information and
the general low level of transparency in China’s property development industry contribute to overall
market uncertainty. Investors may be discouraged from acquiring new properties due to the lack of a
liquid secondary market for residential properties. In addition, the limited amounts and types of
mortgage financing available to individuals, together with the lack of long-term security of legal title
and enforceability of property rights, may also inhibit demand for residential property. The risk of over-
supply is also increasing in parts of China where property investment, trading and speculation have
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become more active. If, as a result of any one or more of these or similar factors, demand for residential
property or market prices decline significantly, our business, results of operations, financial condition
and prospects could be materially and adversely affected.

We face intense competition in our industries, and failure to compete effectively may cause us to lose
market share.

The property market in China is highly fragmented and competitive in recent years. National,
regional and local property developers have entered the property markets in the region where we have
operations and those into which we may enter in the future. Our competitors include top-tier domestic
and local developers and they may have better access to resources, in particular financial resources than
us. Competition among property developers may cause an increase in land costs and raw material costs,
temporary local market surpluses in property supply leading to property price declines, and higher costs
to attract or retain talented employees, thereby affecting our profitability. If we fail to compete
effectively, our business, financial condition, results of operations and prospects may be materially and
adversely affected.

The PRC construction industry is highly fragmented. Accordingly, we face intense competition
from a significant number of construction companies that provide services or products similar to or
providing alternatives to those that we provide. As of December 31, 2018, there were more than 88,000
construction contracting companies in China, including approximately 2,500 in the Hebei Province.
Some of our competitors may have longer operating histories, stronger capital resources, larger customer
bases, stronger customer relationships, greater brand name recognition, greater financial, technical,
marketing and public relations resources, or offer a wider range of services and products than we do. As
a result, some of our competitors may be better positioned than we are to develop superior services and
products or to adapt to market trends. Our competitiveness depends on our record of timely project
delivery and wide range of high-quality services and products, as well as innovation and technological
capabilities. Competitive pressures may require us to reduce our prices or increase our costs and may
adversely affect our profit margins. Our failure to compete effectively could materially and adversely
affect our business, financial condition, results of operations and market position.

Risks Relating to Our Property Development Business

We may not be able to acquire land reserves in desirable locations that are suitable for development at
commercially acceptable prices in the future, which may affect our business, financial condition,
results of operations and prospects.

The growth and success of our business depend on our ability to continue acquiring land reserves
located in desirable locations at commercially reasonable prices. Our ability to acquire land depends on
a variety of factors that we cannot control, such as general economic conditions, our effectiveness in
identifying and acquiring land parcels suitable for development and the competition for such land
parcels. During the Track Record Period, a majority of our completed projects were developed on land
obtained through public tender, auction or listing-for-sale process organized by government authorities,
and we may continue to acquire land for our property development projects through such method. The
availability and price of land acquired through public tender, auction or listing-for-sale process
organized by government authorities depend on factors beyond our control, including government land
policies and competition. The PRC government and relevant local authorities control the supply and
price of new land parcels and approve the planning and use of such land parcels. Local governments
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control the availability of land acquisition by public tender, auction or listing-for-sale process organized
by government authorities. Specific regulations are in place to control the methods and procedures by
which land parcels are acquired and developed in China. See ‘“Regulatory Overview.” Furthermore,
rapid property development in Zhuozhou and Zhangjiakou and other parts of Hebei Province in recent
years has resulted in a shortage in the supply of undeveloped land in desirable locations and increased
land acquisition costs, which is one of the largest components of our cost of sales. Any increase in our
land costs resulting from shortages of supply or our inability to procure land could have a material and
adverse effect on our business, financial condition, results of operations and prospects.

Our results of operations largely depend on a number of factors including the schedule of our
property development and the timing of property sales and may therefore vary significantly from year
to year.

Our property development business model is to sell certain properties for immediate return of
capital to fund our business, operations and expansion plans, while strategically retaining other
properties for stable recurring rental income and long-term capital appreciation. In 2016, 2017, 2018 and
the four months ended April 30, 2019, our revenue generated from property development and sales
amounted to 9.7%, 22.8%, 25.0% and 50.4%, respectively, of our revenue. Our results of operations may
fluctuate due to factors such as the schedule of our property development projects and the timing of
property sales.

We generally recognize revenue from the sale of our properties upon delivery to purchasers. There
is a time difference between pre-sales of projects under development and the delivery of completed
properties. Because the timing of completion of our properties varies according to our construction
timetable, our results of operations may vary significantly from period to period depending on the GFA
sold or pre-sold, and the timing between our pre-sales and completion and the delivery of the properties
to purchasers. Periods in which we pre-sell a large amount of aggregate GFA may not be periods in
which we generate a correspondingly high level of revenue, if the properties pre-sold are not completed
and delivered within the same period. The effect of timing of delivery on our operational results is
accentuated by the fact that during any particular period of time we can only undertake a limited number
of projects due to the substantial capital requirements for land acquisition and construction costs.

In addition, the real estate market volatility may subject us to risks in connection with possible
impairment loss for properties under development as well as completed properties held for sale, if we
fail to complete the construction and sell the properties in time at our desired prices. Impairment loss
may arise when the carrying value of a property exceeds its recoverable amount. Although we did not
record any impairment loss for properties under development or completed properties held for sale
during the Track Record Period, we cannot assure you that we may not incur impairment losses, if any,
during adverse market conditions in the future.

Fluctuations in our operating results may also be caused by other factors, including fluctuations in
expenses, such as land grant premium, development costs, administrative expenses, and selling and
marketing expenses, and changes in market demand for our properties. As a result, our period-to-period
comparisons of results of operations for property development and cash flow positions may not be
indicative of our future results of operations and may not be taken as meaningful measures of our
financial performance for any specific period. In addition, the cyclical PRC property market affects the
optimal timing for the acquisition of land, the planning of development and the sales of properties. This
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cyclicality, combined with the lead time required for the completion of projects and the sales of
properties, means that our results of operations relating to property development activities may be
susceptible to significant fluctuations from period to period. Furthermore, our property development
projects may be delayed or adversely affected by a combination of factors beyond our control, which
may in turn adversely affect our revenue recognition and consequently our cash flow and results of
operations, particularly for the property development business.

The locations of our property projects have a direct impact on their selling prices or recognized ASP
per sq.m., our sales revenue and our gross profit margins.

Historically, properties in Zhuozhou generally commanded a relatively high average price per
sq.m., while those in Zhangjiakou generally commanded a relatively low average price per sq.m. See

EH)

“Industry Overview.” The selling prices or recognized ASP per sq.m. of our property projects are
affected by the location of these projects. While the selling prices or recognized ASP per sq.m. of our
property projects vary depending on their locations, our sales revenue and therefore our gross profit
margin may vary depending on the mix in geographical locations of our property projects being
delivered for a particular period. See “Financial Information — Description of Selected Components of
Our Consolidated Statements of Profit or Loss — Gross Profit and Gross Profit Margin.” Therefore, our
Group’s gross profit margins may decrease in the foreseeable future if expected sales contributed by our
property projects in locations with relatively higher recognized ASP per sq.m., such as Zhuozhou,

decreased.

In addition, there is no assurance that our selling prices or recognized ASP per sq.m., as a whole,
will always be consistent with the industry trends in the cities in which we operate. Our selling prices or
recognized ASP per sq.m., as a whole, might deviate from the industry trends as a result of changes in
the mix of property series and product types we launch for sale and pre-sale in a particular period and
the timing of the completion of properties, making it difficult to predict the future trends.

We face risks related to pre-sales of properties from any potential limitation and restriction imposed
by the PRC government as to such activities and claims from customers in the event the pre-sold
properties are not delivered on time.

PRC law allows property developers to pre-sell properties prior to their completion upon
satisfaction of certain requirements. We depend on cash flows from the 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 properties and the use of
pre-sale proceeds may be subject to certain limitations. The pre-sale proceeds of properties may only be
used to fund the property development costs of the relevant projects. See ‘“Regulatory Overview —
Property Transfer and Sale — Pre-sale of commodity properties.”” There is no guarantee that the PRC
government will not adopt any restrictions to or will not abolish current pre-sale practices. The future
implementation of any restrictions on our ability to pre-sell our properties, including any requirements to
increase the amount of up-front expenditures we must incur prior to obtaining a pre-sale permit, would
extend the time required for recovery of our capital outlay and would force us to seek alternative means
to finance the various stages of our property developments, including increasing borrowings, which
would in turn increase our interest payments. This could have a material adverse effect on our business,
cash flow, financial condition and results of operations.
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In addition, we may experience delays in the completion of pre-sold property developments, in
which case we may be liable to purchasers for their losses. Furthermore, pursuant to the pre-sale
agreements we enter into with our customers, if a pre-sold property development is not delivered on
time, the purchaser may be entitled to damages. If the delay extends beyond the contractually specified
period, the purchaser may terminate the pre-sale agreement, reclaim the payment and claim damages in
accordance with the contract.

We may be liable to our customers for damages if individual property ownership certificates are not
delivered to our customers in a timely manner due to our fault.

Property developers in China typically assist purchasers of property to obtain the relevant
individual property ownership certificates within 90 days of delivery of the property. Property
developers, including us, generally elect to specify the deadline for the delivery in the property sale and
purchase agreements to allow sufficient time for the application and approval processes.

Under current regulations, we are required to submit requisite governmental approvals in
connection with our property development projects including land use rights documents and planning
permits, to the local bureau of land resources and housing administration after receipt of the completion
and acceptance certificate for the relevant properties and apply for the property ownership initial
registration in respect of these properties.

We are then required to submit, after delivery of the properties, the relevant property sale and
purchase agreements, identification documents of the purchasers, and proof of payment of deed tax for
the relevant local authority’s review and the issuance of the individual property ownership certificates in
respect of the properties purchased by the respective purchasers. Delays by the various administrative
authorities in reviewing the application and granting approval as well as other factors may affect timely
delivery of the general as well as individual property ownership certificates. There can be no assurance
that we will not incur material liability to purchasers in the future for the late delivery of individual
property ownership certificates due to our fault or for any reason beyond our control.

We may not be able to detect and prevent bribery or other misconduct committed by our employees or
third parties which, in turn, could adversely affect our business, financial position, reputation and
business image.

Bribery and other misconduct including, among other things, unauthorized sub-contracting,
acceptance of kickbacks, bribes or other illegal benefits or gains by our employees or third parties, such
as our subcontractors or suppliers, in our ordinary course of business may be difficult to detect and deter
and could subject us to litigation or harm our reputation.

Furthermore, it is not always possible to detect or deter such activities, the precautions we take to
detect and prevent these activities may not be effective in all cases, particularly as we expand our
business operations into other markets in China, and our internal control system may not be effective in
preventing the occurrence of misconduct, corruption, bribery or other illegal activities. We cannot assure
you that any misconduct of employees or third parties, if any, whether involving past acts that have gone
undetected or future acts, will not have a material adverse effect on our business, financial position,
results of operations, reputation and business image.
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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 affect our profitability.

We are required to reassess the fair value of our investment properties at the end of each reporting
period. Under IFRS, gains or losses arising from changes in the fair value of our investment properties
are included in our consolidated statements of profit or loss for the period in which they arise. Our
investment properties as of December 31, 2016, 2017, 2018 and April 30, 2019, were valued by JLL, an
independent property valuer, on an open market and existing use basis, which reflected market
conditions on the respective dates. Based on such valuation, we recognized the aggregate fair value of
our investment properties and relevant deferred tax on our consolidated statements of financial position
and increases in fair value of investment properties and movements of the relevant deferred tax on our
consolidated statements of profit or loss. In 2016, 2017, 2018 and the four months ended April 30, 2019,
our fair value gains on investment properties was RMB28.7 million, RMB2.6 million, RMB19.4 million
and RMB3.7 million, respectively. We recorded net profit of RMB37.2 million, RMB59.3 million,
RMB108.2 million and RMB53.4 million, respectively, in the same periods.

Despite their impact on the reported profit, fair value gains or losses do not change our cash
position as long as the relevant investment properties are held by us. The amount of revaluation
adjustments has been, and will continue to be, subject to market fluctuations. As a result, we cannot
assure you that changes in the market conditions will continue to create fair value gains on our
investment properties or that the fair value of our investment properties will not decrease in the future.
In addition, the fair value of our investment properties may materially differ from the amounts we would
receive in actual sales of the investment properties. Any significant decreases in the fair value of our
investment properties or any significant decreases in the amount we could receive in actual sales of the
investment properties as compared with the recorded fair value of such properties would materially and
adversely impact our results of operations.

We may not be able to attract and retain quality tenants for our investment properties.

Our investment property competes for tenants with other property developers on factors such as
location, quality, maintenance, property management, rental rates, services provided and other lease
terms. There can be no assurance that our existing or prospective tenants will not choose other
properties. Any future increase in the supply of properties which compete with us would increase
competition for tenants and, as a result, we may have to reduce rental rates or incur additional costs to
make our properties more attractive. Also, we may not be able to lease our property to a desirable mix
of tenants to achieve our business objectives or for rental rates that are consistent with our projections.
If we are unable to retain our existing tenants, attract new tenants to replace those that leave, or lease
our vacant properties, our occupancy rates may decline and our investment property may become less
attractive and competitive. This in turn may have a material and adverse effect on our business, financial
condition and results of operations.

We incur maintenance and operating costs in operating our investment properties, which may
increase in the future.

Our office building utilizes a large amount of utilities such as water and electricity. We are
generally not able to influence the prices which utility providers charge, nor can we easily switch to
different utilities providers. Any price increase or change in the pricing structure from these utility
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providers could have an adverse effect on our operating costs. As a result, increases in the prices of
products and services which we procure to maintain our services to our tenants and guests could increase
our operating costs if we are not able to pass these higher costs on to our customers.

In addition, operating investment properties and other associated facilities involves a significant
amount of fixed costs, including maintenance and upkeep costs as well as employee and staff salaries
and expenses. These fixed costs limit our ability to respond to adverse market conditions by minimizing
costs. Such limitations may have an adverse impact on our profitability if the property leasing industry
experiences a downturn and may exacerbate the impact of a decline in occupancy rates and rental rates.
Any significant increase in maintenance costs and operating costs may have a material and adverse
effect on our business, financial condition, results of operations and prospects.

We face certain risks of defects or deficiencies in connection with our investment properties and any
accidents, injuries or prohibited activities in our investment properties may adversely affect our
reputation and subject us to liability.

Our investment properties may have defects or deficiencies requiring significant capital
expenditures, repair or maintenance expenses or payment of other obligations to third parties. If any of
our investment properties has design, construction or other latent property or equipment defects, repairs,
maintenance or, if necessary, replacements may need to be carried out to rectify these defects. In
addition, wear and tear of our investment properties or adverse weather conditions could result in defects
requiring repairs or replacement. Such defects and/or the repair, maintenance or replacement works
carried out to rectify them could increase our costs and could have an adverse effect on the operations of
our investment properties and/or the attractiveness to tenants of such investment properties.

There are inherent risks of accidents, injuries or prohibited activities (such as illegal drug use,
gambling, violence or prostitution by guests and infringement of third parties’ intellectual property or
other rights by our tenants) taking place in public places. The occurrence of one or more accidents,
injuries or prohibited activities at any of our investment properties could adversely affect our reputation
among customers and guests, harm our brand, decrease our overall rents and increase our costs by
requiring us to implement additional safeguard measures. In addition, if accidents, injuries or prohibited
activities occur at any of our investment properties, we may be held liable for costs, damages and fines.
Our current property and liability insurance policies may not provide adequate or any coverage for such
losses and we may be unable to renew our insurance policies or obtain new insurance policies without
increases in premiums and deductibles or decreases in coverage levels, or at all.

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

We derived a substantial portion of our revenue from sales of our properties during the Track
Record Period. Most purchasers of our properties apply for bank borrowings and mortgages to fund their
purchases. In accordance with industry practice, banks require us to guarantee mortgage loans taken out
by purchasers of the properties that we develop. Typically, we guarantee the full value of mortgage
loans taken out by purchasers, as well as accrued interest and penalties for defaults in mortgage
payments, up until the issuance of the relevant property ownership certificates and the registration of the
mortgage in favor of the mortgagee bank. These are contingent liabilities not reflected on our balance
sheets. If a purchaser defaults on a mortgage loan, we may be required to repurchase the underlying
property by paying off the mortgage. If we fail to do so, the mortgagee bank may auction the underlying
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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 and
rely on the credit evaluations conducted by the mortgage banks for such customers.

As of April 30, 2019, our outstanding guarantees in respect of the residential mortgages of our
customers amounted to RMB855.8 million. However, should any material default occur and if we were
called upon to honor our guarantees, our financial condition and results of operations could be adversely
affected.

Certain portions of our property development projects are designated as civil air defense properties.

According to the PRC laws and regulations, new buildings constructed in cities should contain
basement areas that can be used for civil air defense purposes in times of war. According to the PRC
Civil Air Defense Law ({3 A RILFNE A R Pj%21%5)) promulgated by the NPC Standing Committee
(NPCSC) on October 29, 1996, as amended on August 27, 2009, and the Management Measures for
Peacetime Development and Usage of Civil Air Defense Properties (A & Bi %% A2 V- B 35 F1| F 45 2 A
%) promulgated by the Office of Civil Air Defense of the People’s Republic of China on November 1,
2001, after obtaining the approval from the civil air defense supervising authority, a developer can
manage and use such areas designated as civil air defense properties in times of peace and make profit
therefrom. During the Track Record Period, certain such areas are used as basements. However, in times
of war, such areas may be used by the government at no cost. In the event of war and if the civil air
defense area of our projects is used by the public, we may not be able to use such area as basements. In
addition, we cannot assure you that such laws and regulations will not be amended in the future, which
may make it more burdensome for us to comply with and increase our compliance cost. We confirm that
as of the Latest Practicable Date, we had three completed civil air defense properties with an aggregate
GFA of 13,117.6 sq.m., and there were six civil defense areas under development, with an aggregate
GFA of approximately 66,606.1 sq.m., which were primarily used or to be used for basements,
representing an insignificant portion of our property portfolio.

The PRC regulatory authorities may impose fines on us or reclaim our land if we fail to comply with
the terms of the land grant contracts or listing-for-sale confirmation letters.

Under PRC laws and regulations, if we fail to develop a particular project according to the terms
of the relevant land grant contract or listing-for-sale confirmation letters, including those relating to the
payment of land premiums and other fees, the specified use of the land and the timing for
commencement and completion of the property development, the PRC government may issue a warning,
impose a penalty, or reclaim our land. If we fail to pay any outstanding land premiums by the stipulated
deadline, we may be subject to a late payment penalty according to the terms of the land grant contract.
If we fail to fully pay the land premiums within 60 days after the signing of the land grant contract and
the relevant local governments have issued a final notice with respect to such payment of land premium,
the assignor is entitled to terminate the land grant contract and claim for indemnities.

Furthermore, subject to certain limited exceptions, if we fail to commence construction for more
than one year from the commencement date stipulated in the land grant contract, the land authorities
may serve us with an idle land notice and impose an idle land fee equivalent to 20% of the land
premium. Subject to certain limited exceptions, if we fail to commence construction for more than two
years, the land is subject to forfeiture. Zhongdu Garden, one of our residential properties developed by
Zhangbei Tianbao Hengqi Property, has not commenced its construction since September 2013, the
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commencement date stipulated in the land grant contract, due to the lack of power supply for
construction which should have been provided and permitted by the local authorities. Based on the
written confirmation issued by the Zhangbei Land and Natural Resources Bureau, we are not liable for
the delay of the commencement of the construction and will not be imposed on any punishments. Our
PRC Legal Advisors confirmed that (i) Zhangbei Land and Natural Resource Bureau is the competent
authority to provide the above written confirmation; and (ii) the likelihood of Zhangbei Tianbao Hengqi
Property being penalized by the relevant authorities is remote. In addition, even if we commence
construction in accordance with the land grant contract, if the size of the developed land area is less than
one-third of the size of the total site area of the land, or if the total capital expenditure (not including
the land premium or relevant tax and fees) is less than one-fourth of the total amount expected to be
invested in the project, and the development of the land is suspended for more than one year without
governmental approval, the land will nonetheless be treated as idle land.

We cannot assure you that regulations relating to idle land in China will not become more
restrictive or circumstances leading to the imposition of penalties, liquidated damages or forfeiture of
our land will not arise in the future. If we are deemed to hold land idle for more than one year without
cause or are required to forfeit land, we may lose the opportunity to develop the relevant land. We may
lose our investments in the land, including land premiums paid and development costs incurred, or suffer
a hindrance in our ability to bid for other land in the future. Any such impairments could materially and
adversely affect our business prospects, results of operations and financial condition.

Risks Relating to Our Construction Contracting Business

Failure to receive progress or milestone payments or retention fees on time or in full may materially
and adversely affect our liquidity position.

We normally receive progress payments from our customers based on the site works done, or
milestone payments from our customers based upon our achievement of key milestones of the project as
stipulated in the project contract. Furthermore, our customers generally retain up to 5% of the total
contract sum as retention fees. The retention fees are generally returned to us in full upon expiry of the
defects liability period if there are no material quality issues with our works during such period. In most
of our construction contracts, the defects liability period ranges from six months to two years following
the completion of the construction contracting project, depending on the type of construction work we
undertake. As such, if we fail to achieve any key milestone as stipulated in the project contract on time,
we will not receive any milestone payments until we achieve such milestone, which may materially and
adversely affect our cash flows and financial position. Should our customers fail to or delay in making
progress payments or milestone payments, or in releasing retention fees, we may need to recognize such
default payment as bad debts and our cash flow position and working capital may be materially and
adversely affected.

Our trade receivables amounted to approximately RMB236.1 million, RMB235.4 million,
RMB321.4 million and RMB141.7 million as of December 31, 2016, 2017, 2018 and April 30, 2019,
respectively. During the Track Record Period, our average trade receivables turnover days were
approximately 78 days, 75 days, 67 days and 54 days, respectively. Our adjusted average trade
receivables turnover days with the inclusion of contract assets were approximately 369 days, 307 days,
261 days and 246 days during the Track Record Period. See ““Financial Information — Selected Items of
the Consolidated Statements of Financial Position — Trade Receivables.”
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There is no guarantee that our existing customers will engage us in future business.

As is customary in the industry in which we operate, we are awarded construction projects by our
customers on a project-by-project basis. Accordingly, our existing customers are not obligated to award
projects to us or to place new orders, and there is no guarantee that we will be able to secure new
business from our customers despite the long-term relationships we may have established with certain
customers. As a result, our revenue and the number of projects we are able to secure may vary from
period to period and it is difficult to forecast the volume of our business in the future accurately. In
2016, 2017, 2018 and the four months ended April 30, 2019, we submitted 246, 233, 334 and 91 bids,
respectively, and our success rates for such bids were 74.8%, 60.9%, 60.2% and 48.0%, respectively. We
cannot guarantee that we will be able to secure future business from our existing customers, or that we
will be able to develop relationships with new customers, in which case our business, results of
operations and prospects would be materially and adversely affected.

Inaccurate estimates in applying the input method accounting for our construction contracting
projects may result in a reduction of previously reported profits and have a significant impact on our
period-to-period results of operations.

We use the input method to recognize and account for the revenue derived from our construction
contracting business. During the Track Record Period, in determining the progress towards completion
for each relevant reporting period, we used the actual construction cost incurred during the period over
the total estimated construction cost during the entire construction phase. Going forward, we need to
estimate the amount of construction costs based on our assessment of, among other things, the market
conditions and the costs of raw materials and equipment and other operating costs. The timing of our
recognition of revenue may differ materially from the timing of our actual receipt of contract payments.
The timing of our recognition of revenue and the amount of revenue recognized are affected by our
ability to reliably measure the total estimated costs and actual costs incurred. Inaccuracies or flaws in
our measurements for any given project or in our estimation methodology as a whole could have a
material and adverse effect on the timing of our recognition of revenue and the amount of revenue
recognized. Where our expectation related to revenue recognition is different from our previous
estimation, the differences will be charged to our profit or loss account in the period when such estimate
has been changed. In addition, because many of these contracts are completed over a period of several
months, the timing of our recognition of the related revenue may adversely affect our results of
operations.

We have limited control over the quality, availability and performance of our construction
subcontractors. If such parties fail to deliver quality services in a timely manner, our reputation and
business operation may be adversely affected.

We subcontract certain of our construction services from time to time. We conduct regular quality
inspections of our subcontractors’ work; however, we cannot guarantee the performance and work
quality of our construction subcontractors as we may not be able to monitor the operations of our
subcontractors as directly and efficiently as we do our own operations. If a construction subcontractor
fails to meet our quality standards or breaches our subcontracting agreement, and if we are unable to
hire alternative construction subcontractors in a timely manner or on favorable terms, or at all, our
operations may be delayed, which could harm our reputation and adversely affect our business, financial
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condition and results of operations. Moreover, we may be subject to additional costs if we are required
to hire alternative construction subcontractors, which would lower the efficiency and profitability of our
operations.

In addition, we may be required to bear the liability arising from any defects in our construction
subcontractors’ work and thus may be subject to claims arising from any such defective work. We may
attempt to seek indemnity from the relevant construction subcontractors in the event a liability claim is
brought against us with respect to their performance, but we may be required to compensate our
customers before we are able to recover such amounts. If we are unable to seek indemnity from our
construction subcontractors or we remain uncompensated for a protracted period of time, we may be
required to bear significant financial burdens, in which case our business, financial condition and results
of operations could be materially and adversely affected.

Our results of operations may be significantly affected by changes in the prices and availability of
labor and raw materials.

We are vulnerable to fluctuations in market prices and the availability of our raw materials. Our
principal raw materials primarily include steel and concrete. Our raw materials represent a significant
portion of our cost of sales. In 2016, 2017, 2018 and the four months ended April 30, 2019, raw
materials costs accounted for 61.6%, 61.8%, 59.3% and 60.6% of our cost of sales for the construction
contracting business, respectively. In addition, as is customary in China construction industry, we
engage subcontractors to provide labor services. We generally enter into service contracts with certain
Independent Third Parties that help to supply the labor force in our construction projects. The
availability and cost of labor are important factors in our ability to complete construction projects in a
timely and cost-effective manner. In 2016, 2017, 2018 and the four months ended April 30, 2019, our
labor cost was RMB201.1 million, RMB241.1 million, RMB346.0 million and RMB77.3 million,
respectively, accounting for 29.0%, 27.6%, 30.5% and 30.3% of our cost of sales for the construction
contracting business, respectively.

The prices of raw materials and labor depend on a variety of factors beyond our control, including
global financial conditions, the PRC economy and related government policies. During the Track Record
Period, we did not experience any shortage of labor and raw materials or any significant increase in
labor and raw materials costs that resulted in a significant delay in our project schedule or a material
decrease in our profits; however, we cannot guarantee that we will be protected from a shortage or
increased costs of labor and raw materials in the future, or that our project schedule or profitability will
not be negatively affected as a result. If we experience a shortage, we may be forced to seek labor force
or raw materials from other subcontractors or suppliers on short notice at higher cost. As a result, our
profit margins may decrease and our results of operations may be materially and adversely affected.

We are subject to recoverability of our contract assets and our construction contracting business is
subject to a relatively long cash conversion cycle.

We initially recognize contract assets as revenue earned from construction contracting business as
the receipt of consideration is conditional on successful completion of construction. Upon completion of
construction and acceptance by the customer, the amounts recognized as contract assets are reclassified
to trade receivables. Our construction contracting business is affected by the recoverability of our
contract assets and is subject to a relatively long cash conversion cycle. Our contract assets increased
from RMB613.2 million as of December 31, 2016 to RMB914.0 million as of December 31, 2017,

— 40 —



RISK FACTORS

primarily because we experienced delay in invoicing in 2017. Our contract assets decreased from
RMBO914.0 million as of December 31, 2017 to RMB785.0 million as of December 31, 2018, primarily
due to a large amount of invoices issued in 2018 to our customers for a portion of our construction
works in 2017 and 2018. Our contract assets increased from RMB785.0 million as of December 31, 2018
to RMB955.5 million as of April 30, 2019, primarily due to the pace of certain construction projects
exceeding the pace of progress billing. As of August 31, 2019, RMB93.1 million or 9.7% of contract
assets as of April 30, 2019 was billed, of which RMB91.1 million or 9.5% of contract assets as of April
30, 2019 was then settled. The relative slow billing of contract assets as of April 30, 2019 was primarily
due to (i) the fact that the construction project owners would normally conduct inspection on the
progress of the construction projects in the fourth quarter of the year or around year-end more often than
the first half of the year and therefore the billing in the first half of the year would be less accordingly
and (ii) a relatively long period of time take by certain project owners to complete internal approval
procedures with respect to our proposed billing amount before we formally issues bills based on the
progress of the construction projects certified by the project owners, which further increases the period
of time from the inspection and certification by project owners to the billing by us. Therefore, we may
continue to experience such slow billing of contract assets and a relatively long cash conversion cycle in
the future, which in turn could affect our results of operations and financial position.

Backlog is subject to unexpected adjustments and cancelations and, therefore, may not be indicative
of our future results of operations.

Backlog in our major businesses represents our estimate of the contract value of work that remains
to be completed as of a certain date. The contract value of a project represents the amount that we
expect to receive under the terms of the contract, assuming the contract is performed in accordance with
its terms. Backlog is not a measure defined by generally accepted accounting principles and may not be
indicative of future results of operations. See “Business — Our Business Operations — Construction
Contracting Business — Backlog and New Contract Value — Backlog.” As of April 30, 2019, our
aggregate backlog for our construction contracting business for the periods indicated was approximately
RMB1,847.1 million. However, this figure is based on the assumption that our relevant contracts will be
performed in full in accordance with their terms. The termination or modification of any one or more
major contracts may have a substantial and immediate effect on our backlog; however, we cannot
guarantee that the amount estimated in our backlog will be realized in full, in a timely manner, or at all,
or that, even if it is realized, such backlog will result in profits as expected. As a result, you should not
rely on our backlog information as an indicator of our future earnings.

We are exposed to potential risks associated with participation in government-directed projects.

Some of our contracts with governmental authorities or government-controlled entities are for large
infrastructure projects. Changes in government budgets for infrastructure projects of related industries or
factors such as public expenditures and policy considerations, changes in governmental officials or
policy makers or other political factors could result in changes or delays to these projects because most
of these projects are funded by the government, governmental authorities and public organizations.

In addition, disputes with the entities established by or directed by the PRC or other governmental
entities could lead to contract termination if the disputes are left unresolved or may take a considerably
longer period of time to resolve than disputes with our private sector counterparties, and payments from
such entities may be delayed as a result. See “Business — Legal Proceedings and Compliance — Legal
Proceeding.” Such entities may from time to time require the construction methods or equipment to be
changed, requiring us to reconfigure our designs or purchase additional machinery and equipment,
thereby subjecting us to additional costs. Changes to government budgets and policies relating to our
projects could lead to delays in project completion or a withholding of, or delay in, payments to us.
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Government-controlled entities generally exercise substantial bargaining power in the performance of
their contracts with us. If a local government-controlled entity terminates or fails to renew a contract
with us, our backlog may be reduced. The occurrence of any of these risks may have an adverse effect
on our business, financial position and results of operations.

Our business operations are subject to adverse weather conditions, severe air pollution, natural
disasters and other operating hazards.

Most of our construction contracting services are conducted outdoors and may be materially and
adversely affected by adverse weather conditions and severe air pollution. For example, we may
experience significant project delays caused by inclement weather, such as protracted periods of
precipitation or extreme temperatures. We may also be ordered by authorities to temporarily halt certain
construction projects during times of severe air pollution. These situations could result in our inability to
meet key milestones set forth in our construction contracting contracts, and cause us to incur additional
costs. In addition, natural disasters and other operating hazards, such as earthquakes, floods, typhoons,
landslides or fire, may interrupt our construction projects. Substantial damage to our projects caused by
any of these events or the resulting disruptions, technical or mechanical difficulties or sourcing
difficulties could be costly and time-consuming to repair and may disrupt our operations. Moreover, we
could be forced to suspend or abandon our construction projects, which may cause us to incur additional
costs and experience delays in the schedule of our construction projects. Any significant delay or
interruption could impair our ability to meet our contractual obligations and cause us to be liable for
damages or cause our customers to cancel orders, any of which could negatively affect our reputation,
business and results of operations.

Our operations are subject to inherent operational risks and occupational hazards, which could cause
us to incur substantial costs, damage to reputation and loss of future business.

Construction sites are potentially dangerous workplaces and our construction projects routinely
place our employees, subcontracted workers and others in close proximity with heavy duty construction
machinery and equipment, moving motor vehicles, highly regulated and volatile materials, and chemical
processes. Despite our implementation of safety policies and standardized construction methods and
technologies, we continue to be subject to risks surrounding these activities, such as equipment failure,
industrial accidents, geological catastrophes, fire and explosions. These hazards may cause personal
injury or fatalities, as well as damage to or destruction of property and equipment. See ‘“Business —
Occupational Health and Safety.” We cannot guarantee that material workplace accidents will not occur
in the future despite our safety policies and measures. Even if such accidents were not caused by our
fault or negligence, such accidents may still cause us to incur substantial costs, damage to our reputation
and loss of future business, which may materially and adversely affect our business, financial position
and results of operations.
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Risks Relating to Our Business Operations
We may have difficulty in managing our future growth.

Our profit for the year increased at a CAGR of 70.5% from 2016 to 2018. Our profit for the period
decreased by 28.3% from the four months ended April 30, 2018 to the same period in 2019. To continue
our growth, we are required from time to time to take calculated risks. The success and continuation of
our business operations and growth depend on our effective management of the resulting risks by,
among others:

° improving our operational, financial and management systems;
° funding our property development projects at a reasonable cost;
° enhancing our risk monitoring to assess the financial condition and business potential of new

and existing customers;

° managing our liquidity position while committing substantial resources to market expansion,
business development, and service and product development efforts;

° managing the increased complexity of and costs associated with expanded operations, which
may divert our resources and require substantial capital commitment;

° developing comprehensive capacities of our management team;
° training, motivating and managing our employees; and
° maintaining adequate facilities and equipment.
Our expansion into new geographical markets presents certain risks and uncertainties.

In order to achieve sustainable growth, we need to continue to seek development opportunities in
select regions in China with the potential for growth and where we have no existing operations. We may
not be able to identify geographic locations with sufficient growth potential to expand our market reach
or operate our new projects. For the geographic locations we select, we may face intense competition
from companies with established experience or presence and from other companies with similar
expansion plans. As we may face challenges not previously encountered, we may fail to recognize or
properly assess risks or take full advantage of opportunities.

Furthermore, our experience in existing markets and our business model may not be readily
transferable to, and replicated in, new markets in our target cities. The markets in our target cities may
be different from each other in terms of the level of local economic and industrial development, local
governmental policies and support, development phases of local businesses, market demand for our
properties and construction, types of properties and construction in need. We may have limited ability to
leverage our established brands and reputation in new markets in the way we have done in our existing
markets. Furthermore, the administrative, regulatory and tax environments in our target cities may be
different from each other and we may face additional expenses or difficulties in complying with new
procedures and adapting to new environments in the new markets. In addition, we may not have the
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same level of familiarity with local governments, business practices, regulations and customer
preferences as other local and more experienced property developers in such cities, which may put us in
a disadvantageous position.

As we continue to expand, we will have to continue to improve our managerial, development and
operational expertise and allocation of resources. To effectively manage our expanded operations, we
will need to continue to recruit and train managerial, accounting, internal audit, engineering, technical,
sales and other staff to satisfy our development requirements, including staff with local market
knowledge. In order to fund our ongoing operations and our future growth, we need to have sufficient
internal capital sources or access to additional financing from external sources. Further, we will be
required to manage relationships with a greater number of customers, tenants, suppliers, contractors,
service providers, lenders and other third parties. Accordingly, we will need to further strengthen our
internal controls and compliance functions to ensure that we are able to comply with our legal and
contractual obligations and to reduce our operational and compliance risks. We cannot assure you that
we will not experience issues such as capital constraints, construction delays and operational difficulties
at new business locations. We may also experience difficulties in expanding our existing business and
operations and training an increasing number of personnel to manage and operate the expanded business.

You should not consider our recent growth as indicative of our future performance. We cannot
assure you that our systems, procedures, controls, personnel and expertise will be adequate to support
our future growth. Failure to achieve any of the foregoing, or to manage the risks and uncertainties
created by measures to achieve the foregoing, could materially and adversely affect our business,
financial condition, results of operations and growth prospects.

We may not be able to complete construction projects or property development projects on time.

Property development and project construction is a long and complicated process, generally
requiring large amounts of capital and involving numerous parties. To develop and complete a property
development, a property developer must obtain a number of permits, licenses, certificates and other
approvals from the relevant administrative authorities at various stages of property development. The
progress and costs of a property development project can be adversely affected by many factors,
including but not limited to:

° delays in obtaining necessary licenses, permits, certificates or approvals from governmental
agencies or authorities as scheduled;

° suspension of the construction of certain outdoor projects ordered by authorities during
severe air pollution;

° natural catastrophes and adverse weather conditions;

° changes in market conditions, economic downturns and decreases in business and consumer
sentiments in general;

° changes in relevant regulations, government policies and government planning;

° relocation of existing residents and/or demolition of existing structures;
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° delivery delays caused by shortages of key equipment, materials or labor;

° labor disputes;

° quality problems with equipment;

° unexpected engineering, design, environmental or geological problems;

° influence of unexpected adverse weather;

° failure to obtain sufficient bank loans or other financing on favorable terms, or at all; and
° errors in judgment on the selection and acquisition of potential sites.

Failure to complete construction projects or property development projects on schedule and within
budget as a result of any or all of the above factors may affect our business, financial position and
results of operations and may also cause reputational damage. We cannot assure you that we will not
experience any significant delays in completion or delivery of any of our construction projects or
property development projects or that we will not be subject to any liabilities for any such delays.
Claims that we have failed to complete constructions or property developments on schedule could result
in our involvement in legal disputes, which in turn could have a material adverse effect on our business,
financial position and results of operations.

We may incur costs in relation to the retention fees offered to our customers.

We may incur costs in relation to retention fees offered to our customers. For property
development projects, we provide our customers with warranties for the quality of building structures,
and the warranty periods vary depending on the covered items and are usually for a period of two to five
years. Our construction segment is responsible for rectifying quality defects, which may incur costs. In a
majority of other construction contracts, the defects liability period is six months to two years,
depending on the type of construction services provided. Retention fees retained by our customers are
generally approximately 5% of the settlement amount of the entire project after deducting provisional
sums and daywork labor costs, calculated upon completion and acceptance of the construction projects.
The retention fee will generally be returned to us in installments during the defects liability period if no
major quality issues arise during the relevant period or in full at the end of such period. During the
Track Record Period, we collected the majority of the retention fees retained by our customers pursuant
to the contract terms as they became due. There can be no assurance, however, that we will not be
required to rectify quality defects for our properties or will recover all or any of the amounts retained by
customers for warranty purposes in the future. If we are responsible for rectifying quality defects in the
properties or are unable to recover a significant proportion of the amounts retained by our customers as
retention fees, our future business, financial condition and results of operations may be materially and
adversely affected.
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Failure to protect our leasehold interests or comply with relevant regulation regarding our lease may
cause interruptions to our business operations.

We lease certain properties from third parties mainly for our office use. As of the date of this
prospectus, 10 of the lessors of our leased properties in China have not provided us with their property
ownership certificates or any other documentation proving their right to lease those properties to us. If
our lessors are not the owners of the properties and they have not obtained consents from the owners or
their lessors, our leases could be terminated as a result of challenges by third parties. If this occurs, we
may have to renegotiate the leases with the owners or other parties who have the right to lease the
properties, and the terms of the new leases may be less favorable to us. Although we may seek damages
from such lessors, such leases may be void and we may be forced to relocate.

As of the Latest Practicable Date, we had separately entered into 11 and 28 lease agreements as the
tenants and the landlord failed to be registered with the relevant PRC governmental authorities as
required by relevant PRC Laws. The failure to register the lease agreements does not affect the validity
of the lease agreements under the relevant PRC laws and regulations; however, there can be no
assurance that legal disputes or conflicts concerning such leases and tenancies will not arise in the
future. In addition, we may be required by relevant government authorities to file the lease agreements
for registration and may be subject to a fine for non-registration within the prescribed time limit, which
may range from RMB1,000 to RMB10,000 per lease agreement, resulting in a maximum possible fine of
RMB390,000.

The equity investments designated at fair value through other comprehensive income are likely to
fluctuate from time to time and may decrease significantly in the future, which may materially and
adversely affect our financial position.

Our equity investments designated at fair value through other comprehensive income are non-
derivative financial assets in unlisted equity investments in Hebei Zhuozhou Rural Commercial Bank
Corporation (VAT AL I AT I 2EERTT I 3 A BR/A F]) and Zhuozhou Tianbao Construction System
Company Limited (%M KRR R A /A R]), representing our investments in the aforesaid entities
established in China. The performance of aforesaid entities has affected, and will continue to affect, our
results of operations and financial position. As of December 31, 2016, 2017 and 2018 and April 30,
2019, we recorded equity investments designated at fair value through other comprehensive income of
nil, nil, RMB136.4 million and RMB140.0 million, respectively. For details, see Note 21 to the
Accountants’ Report included in Appendix I to this prospectus. Therefore, the operations and financial
performance of the entities in which we invested may materially and adversely affect our results of
operations and financial conditions.

The success of the above-mentioned entities depends on a number of factors, some of which are
beyond our control. As a result, we may not be able to realize the anticipated economic and other
benefits from these entities. In addition, our investments are subject to liquidity risk. Our investments in
these entities are not as liquid as other investment products as there is no cash flow until dividends are
received even if such entities reported profits under the equity accounting. Furthermore, our ability to
promptly sell one or more of our interests in these entities in response to changing economic, financial
and investment conditions is limited. The market is affected by various factors, such as general
economic conditions, availability of financing, interest rates and supply and demand, many of which are
beyond our control. We cannot predict whether we will be able to sell any of our interests for the price
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or on the terms set by us, or whether any price or other terms offered by a prospective purchaser would
be acceptable to us. We also cannot predict the length of time needed to find a purchaser and to
complete the relevant transaction. Therefore, the illiquid nature of our investment may significantly limit
our ability to respond to adverse changes in the performance of such entities. In addition, if there is no
share of results or dividends from such entities, we will also be subject to liquidity risk and our financial
condition or result of operations could be materially affected.

The appraised value of our properties may be different from their actual realizable value and are
subject to change, and if the actual realizable value of our properties is substantially lower than their
appraised value, there may be a material adverse effect on our business, financial condition and
results of operations.

The appraised value of our properties as set forth in the property valuation report contained in
Appendix III to this prospectus is based on multiple assumptions that include elements of subjectivity
and uncertainty. The assumptions, on which the appraised value of our properties and land reserves is
based, include that we sell the property interests in the market without the benefit of a deferred term
contract, leaseback, joint venture, management agreement, or any similar arrangement, which could
serve to affect the values of the property interests; no allowance has been made for any charges,
mortgages or amounts owing neither on any of the property interests valued nor for any expenses or
taxation which may be incurred in effecting a sale; our properties are free from encumbrances,
restrictions and outgoings of an onerous nature which could affect their values.

If we fail to obtain the approvals from regulators necessary for the development of our projects,
some assumptions used by JLL in appraising the value of our properties will prove inaccurate.
Therefore, the appraised value of our properties should not be taken as their actual realizable value or a
forecast of their realizable value. Unforeseeable changes to the development of our property projects as
well as national and local economic conditions may affect the value of our property holdings, and in turn
materially and adversely affect our business, results of operation and financial condition.

Our income tax expenses may materially increase upon our switch to using a different calculation in
the future.

The corporate income tax rate applicable to our PRC subsidiaries located in China is 25% pursuant
to the PRC Enterprise Income Tax Law. The state taxation bureau of Zhuozhou (B ZZBiHs 4 )= i i
¥ J5) (the “Zhuozhou State Tax Bureau”) and the Chengqu sub-bureau of the state taxation bureau of
Zhangbei (B ZBLHSH 5 5R ALERBUE J5 3% [ BLFS 70 J5) (the “Chengqu State Tax Sub-bureau”) used to
request, based on their policies, the adoption of deemed profit basis (% EUX) in calculating enterprise
income tax and LAT for all enterprises in the property development industry and the construction
contracting industry under their supervision. As a result, our certain subsidiaries under their supervision
adopted deemed profit basis in the Track Record Period, except that certain of our property developing
companies were required by these tax bureaus to switch to accounting book method since January 1,
2017. The rest of our subsidiaries switch to the “accounting book method” since January 1, 2019, as
approved by the corresponding tax authorities. Based on the interview on December 18, 2018 with the
Zhuozhou State Tax Bureau and the interview on December 21, 2018 with the Chengqu State Tax Sub-
bureau, and pursuant to confirmation issued by the Zhuozhou State Tax Bureau and the Zhangbei State
Tax Bureau in February, both authorities confirmed that as of the date of confirmation, we had paid our
corporate income tax and LAT in full, and they would not make retrospective adjustments on the
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historical corporate income tax and LAT levied from us based on the deemed profit basis, nor would
they impose any penalty on us or collect any surcharge for overdue tax payment from us. Our PRC
Legal Advisors have confirmed that the Zhuozhou State Tax Bureau and the Zhangbei State Tax bureau
are the competent tax authorities of us, and the adoption of deemed profit basis of these subsidiaries was
not due to any non-compliance and the risk of any retrospective adjustments or penalty is relatively low.

Under the deemed profit basis, net profit margin is deemed as 8% for the construction contracting
companies and 10% for the property developers. The PRC enterprise income tax in turn is calculated
using this deemed profit on the taxable income of the relevant companies multiplied by the 25%
statutory income tax rate. See note 10 to the Accountants’ Report in Appendix I to this prospectus for
the calculation of our income taxes under the deemed profit basis during the Track Record Period. See
“Financial Information — Description of Selected Components of Our Consolidated Statements of Profit
or Loss — Income Tax Expense from Continuing Operations.” If the size and profit margin of our
business greatly increased, our income tax expenses may significantly increase upon our switch to the
“accounting book method” from the “deemed profit basis” since January 1, 2019, and our business,
financial position and results of operations may be materially and adversely affected.

Our financing costs are subject to changes in interest rates which ultimately impact our result of
operations.

We have incurred and are expected to continue to incur a significant amount of interest expense
relating to our borrowings from banks. Accordingly, changes in interest rates have affected and will
continue to affect our financing costs. Because all of our borrowings are in Renminbi, the interest rates
on our borrowings are primarily affected by the benchmark interest rates set by the PBOC, which have
fluctuated significantly in recent years. We recorded finance costs of RMB6.1 million, RMB4.5 million,
RMBS.1 million and RMB6.9 million in 2016, 2017, 2018 and the four months ended April 30, 2019,
respectively. Future increases in the PBOC benchmark interest rate may lead to higher lending rates,
which may increase our finance costs and thereby materially and adversely affect our business, financial
condition, results of operations and prospects.

Our business may be adversely affected if we fail to obtain, or experience material delays in
obtaining, requisite government approvals or licenses in carrying out our property development and
construction operations.

We are subject to extensive laws and regulations at the national and local level, which govern
various aspects of our operations. We cannot guarantee that our internal control measures will always be
sufficient and effective. Certain legal uncertainties in, and inconsistent interpretations and enforcement
of, current PRC laws and regulations expose us to the risk of non-compliance. If deemed non-compliant,
we could be subject to administrative or regulatory fines and penalties, including the suspension or
revocation of our licenses, and our operations may be hindered or halted, which could have a material
and adverse effect on our business and results of operations. As the PRC legal system and the property
development and construction industries continue to evolve, changes in the relevant laws and regulations
or in their interpretation or enforcement may also make it difficult for us to comply with the laws and
regulations.

We operate heavily regulated businesses that require us to obtain, maintain and renew a number of
licenses, qualifications, approvals and permits including, but not limited to, qualification certificates for
property development enterprise and construction contracting enterprise, land use rights certificates,
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construction work planning permits, construction works commencement permits, pre-sale permits and
completion certificates. We must meet specific conditions in order for the government authorities to
issue or renew any certificate, license or permit. Further, we are subject to regular inspections,
examinations, inquiries and audits, as well as periodic and spot inspections by the relevant governmental
authorities, to maintain or renew such licenses, qualifications and permits. We cannot guarantee that we
will be able to obtain, maintain or renew the requisite licenses, qualifications and permits, or comply
with any new licensing requirements, if new laws or regulations are promulgated or existing laws or
regulations are amended, which may subject us to resulting penalties, limitations or costs and, in turn,
may have a material and adverse effect on our business, financial condition and results of operations.
Further, extensive government regulation and related delays in seeking the requisite licenses,
qualifications and permits can significantly delay the introduction of additional services or products,
which could materially and adversely affect our competitiveness. Even if we do obtain the requisite
licenses, qualifications and permits from the relevant authorities, they may be granted on a limited basis
or be subject to modification of our services or products, which could increase our operational costs.

We have experienced negative net operating cash flow in 2017, 2018 and the four months ended April
30, 2019. We maintain a substantial level of bank borrowings and experienced increasing gearing
ratios during the Track Record Period and may incur additional indebtedness in the future, and we
may not be able to generate sufficient cash to satisfy our existing and future debt obligations and,
therefore, materially and adversely affecting our financing condition and results of operations.

Property development usually requires substantial capital investment during the construction
period. During the Track Record Period, our liquidity requirements arose principally from the
acquisition of land for, and development of, our property development projects. Our property
development projects have been generally funded through cash generated from operations including
proceeds from the pre-sale of our properties and bank loans. We expect to continue to fund our projects
through these sources and will look for additional financing opportunities. We cannot assure you that
such funds will be sufficient or that any additional financing can be obtained on satisfactory or
commercially reasonable terms, or at all.

We maintain a substantial level of bank borrowings to finance our operations during the Track
Record Period. As of December 31, 2016, 2017, 2018 and April 30, 2019, the balance of our total bank
borrowings amounted to RMB90.0 million, RMB220.0 million, RMB914.0 million and RMBS814.0
million, respectively. Our gearing ratio increased from 9.9% as of December 31, 2016 to 22.8% as of
December 31, 2017, and further increased to 54.4% as of December 31, 2018 mainly because we
increased bank borrowings. Our gearing ratio increased significantly from 54.4% as of December 31,
2018 to 207.2% as of April 30, 2019, mainly because our total equity significantly decreased from
RMB1,678.9 million as of December 31, 2018 to RMB392.9 million as of April 30, 2019 as a result of
our deemed distribution of approximately RMB1,338.5 million used for the settlement of the
consideration payable by our Company for its acquisition of Tianbao Corporate Management as part of
the Reorganization. In 2017, 2018 and the four months ended April 30, 2019, we recorded net cash flow
used in operating activities of approximately RMB194.8 million, RMB665.7 million and RMB&6.2
million, respectively. Our negative net operating cash flow was principally attributable to the long-term
and capital-intensive nature of property development and business expansion during the relevant periods.
See ‘“Financial Information — Liquidity and Capital Resources — Cash Flows.” We cannot assure you
that we will not experience negative net cash flow from our operating activities in the future. A negative
net cash flow position for operating activities could impair our ability to make necessary capital
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expenditures, constrain our operational flexibility and adversely affect our ability to expand our business
and enhance our liquidity. For example, if we do not have sufficient net cash flow to fund our future
liquidity, pay our trade payables and repay the outstanding debt obligations when they become due, we
may need to significantly increase external borrowings or secure other external financing. If adequate
funds are not available from external borrowings, whether on satisfactory terms or at all, we may be
forced to delay or abandon our development and expansion plans, and our business, prospects, financial
condition and results of operations may be materially and adversely affected.

The LAT calculated by the relevant PRC tax authorities may be different from our calculation of LAT
liabilities for provision purposes, which may have a material adverse effect on our financial
condition.

Pursuant to PRC regulations on LAT, both domestic and foreign investors in property development
in China are subject to LAT on income from the sale or transfer of land use rights, properties and their
attached facilities, at progressive rates ranging from 30% to 60% on the appreciation of land value. In
accordance with a circular issued by the State Administration of Taxation, which became effective on
February 1, 2007, LAT obligations are required to be settled with the relevant tax bureaus within a
specified time after the completion of a property development project.

We make provisions for LAT by reference to our sales recognized and in accordance with our
estimates of the LAT which will be payable under relevant PRC laws and regulations. As we often
develop our projects in several phases, deductible items for calculation of LAT, such as land costs, are
apportioned among such different phases of development. Provisions for LAT are made on our own
estimates based on, among others, our own apportionment of deductible expenses which are subject to
final confirmation by the relevant tax authorities upon settlement of the LAT. In 2016, 2017, 2018 and
the four months ended April 30, 2019, we made LAT provisions of RMB2.6 million, RMB15.5 million
RMB15.2 million and RMB16.8 million, respectively. LAT liabilities are subject to determination by the
tax authorities upon the completion of the property development projects and may be different from the
amounts that were initially provided for. Any such differences may impact our profit after tax and
deferred tax provisions in the periods in which such taxes are finalized with the relevant tax authorities.
Our financial condition may be materially and adversely impacted if our LAT liabilities as calculated by
the relevant tax authorities are higher than our provisions.

Our construction contracting business is subject to seasonality

Our construction contracting business is subject to seasonality. We attribute this seasonality to the
effect that the winter months have on our construction operations in northern China as well as the effect
of the Chinese New Year during which most of our projects and constructions are suspended. In recent
years, we have been ordered by authorities to temporarily halt certain construction projects during times
of severe air pollution. Also, we may experience cost increases or delays when conducting our business
operations during particular seasons. Therefore, our operating business, results and financial condition
may fluctuate from period to period.
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Our risk management and internal control systems may not fully protect us against various risks
inherent in our business.

We have established risk management and internal control systems consisting of the relevant
organizational framework policies, risk management policies and risk control procedures. These systems
are designed to help us manage our risk exposures, primarily our operational risk, legal risk and
liquidity risk; however, we may not be successful in implementing our risk management and internal
control systems. While we seek to continue to enhance our risk management and internal control systems
from time to time, we cannot assure you that our risk management and internal control systems are
adequate or effective notwithstanding our efforts. For example, during the Track Record Period, we have
entered into unstandard labor contracts with our employees which has been rectified subsequently. Any
failure to address any potential risks and internal control deficiencies could materially and adversely
affect our business, financial condition and results of operations.

Since our risk management and internal control systems depend on their effective implementation
by our employees, we cannot assure you that all of our employees will adhere to such policies and
procedures, and the implementation of such policies and procedures may involve human error. We are
unable to guarantee that our internal control system will be effective in preventing the occurrence of
corruption, bribery or other illegal activities. Moreover, our growth and expansion may affect our ability
to implement stringent risk management and internal control policies and procedures as our business
evolves. If we fail to timely adopt, implement and modify, as applicable, our risk management and
internal control policies and procedures, our business, financial condition and results of operations could
be materially and adversely affected.

Our inability to attract, retain or secure senior management and key personnel for our operations
could hinder our continuing growth and success.

Our success depends, to a significant extent, on the services and efforts of senior management and
key personnel, particularly Mr. Li, and our ability to continue to attract, retain and motivate key
personnel. We compete with other regional construction contracting and property development
companies for experienced management and qualified personnel, and the competition for such personnel
is intense. There can be no assurance that we will be able to continue to attract and retain the qualified
personnel essential for our growth, such as our Executive Directors including Ms. Shen Lifeng, Ms.
Wang Xinling, Mr. Zang Lin and Ms. Wang Huijie. The loss of services of any employees holding
important positions or possessing industry expertise or experience, including those in charge of project
management, risk management, production, sales and marketing, research and development, and
accounting and financial management, could have a material and adverse effect on our operations. Under
such circumstances, if we are unable to recruit and retain replacement personnel with the equivalent
qualifications in time, or at all, our growth and success could be adversely affected. For more
information on our senior management, see “Directors and Senior Management.”

We may experience failures in our information technology systems.

We rely, to a large extent, on our information technology systems for our daily operations. Our
information technology systems are critical to our operations and also support our key operational
processes, including project management, procurement and bidding. Our operating efficiency and risk
management practices have been enhanced by such information technology systems; however, we cannot
assure you that any damage or interruption caused by power outages, computer viruses, hardware and
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software failures, telecommunications failures, fires, natural disasters and other similar events relating to
our information technology systems will not happen in the future. If any serious damage or significant
interruption occurs, we may experience system errors and our operations may be disrupted.

The applications for the registration of certain trademarks are still being processed and they may not
be able to be registered on a timely basis or at all.

We have engaged professional parties to prepare the registration of certain trademarks. See
“Appendix V — Statutory and General Information — B. Further Information About Our Business — 2.
Intellectual property rights of our Group.” Based on our experience with the registration process of
trademarks, the process in China is lengthy and may take up to 24 months while the process in Hong
Kong may take up to nine months. Furthermore, these trademarks may not be approved for registration.
As far as we are aware, as of the Latest Practicable Date, there were no applications by any other parties
for trademarks in the same class relating to our principal scope of business. Our Directors believe that
there would not be any material obstacles that would prevent the registration of these trademarks in
China or in Hong Kong, as the case may be. Nevertheless, if the applications for registration of these
trademarks are not completed on a timely basis or at all, we may not be able to commence legal actions
to protect these trademarks from unauthorized use. In such an event, our image and our strategy to
develop our brand may be adversely affected.

We may be involved in claims and litigations in our ordinary course of business.

We may be involved in claims and litigations in the ordinary course of our business for, among
other things, defective or allegedly defective services or products, personal injuries, damage to or
destruction of property, payment disputes, breaches of contract, and project delays. If found liable on
such claims, we could face significant monetary damages, as well as find ourselves subject to
government sanctions, including fines and the loss of operational licenses, approvals and permits. See
“Business — Legal Proceedings and Compliance.” We may be subject to lengthy and expensive legal
proceedings if the dispute is not resolved through negotiations. Further, we might suffer negative
publicity resulting from such claims. If any negative publicity or reputational harm is not effectively
remedied or reversed, our existing or potential customers may develop negative views of the safety and
quality of our services and products, which may negatively affect our ability to maintain solid
relationships with our customers, engage new customers and expand into new markets. We cannot assure
you that we will not be subject to future liability claims or that if any such claims were successful, our
business prospects, results of operations and reputation would not be materially and adversely affected.

We may be involved in intellectual property disputes and claims of infringement, which may divert our
management’s attention and harm our reputation and profitability.

We rely upon a combination of patents, trademarks, domain names and contractual rights to protect
our intellectual property rights. As of the Latest Practicable Date, we also owned 15 trademarks, 28
patents, one domain names and two copyrights in China. As of the same date, we had seven patent
applications and 15 trademark applications under review in China. We also possess proprietary
information in connection with our operations, such as information relating to pricing, raw material
procurement and construction methods; however, there can be no assurance that the steps we have taken
to monitor and protect our intellectual property rights are adequate to prevent or deter infringement or
other misappropriation of our intellectual property. Failure to successfully enforce our intellectual
property rights would diminish our level of competitiveness and harm our reputation. In addition, we
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may be required to incur significant costs in monitoring and protecting our intellectual property. In
particular, we believe that our trademarks are vital to our brand recognition and the success of our
business.

We may be required to commence legal proceedings to enforce our intellectual property rights and
protect our proprietary information. Conversely, we may be subject to litigation involving claims by
third parties that our products or services infringe their intellectual property rights. Any litigation or
claims brought by or against us, whether with or without merit, or whether successful or not, can be
both costly and time-consuming and may significantly reduce our resources. An unfavorable
determination in any such litigation or proceedings to which we are a party could materially and
adversely affect our business, financial condition and results of operations.

Our insurance policies may not be adequate to cover all risks of loss associated with our business
operations.

We purchase and maintain insurance policies in accordance with the needs of our business and the
requirements set forth in relevant laws and regulations; however, we cannot guarantee that our insurance
policies will provide adequate coverage for all of the risks we face in connection with our business
operations. Consistent with customary practice in China, we do not carry any business interruption or
litigation insurance policies for our operations in China. If we were to incur substantial liabilities that
are not covered by our insurance policies or if we suffer protracted periods of disruption or interruption
in our business operations, we could incur significant costs and losses that could materially and
adversely affect our results of operations. In addition, the occurrence of certain incidents, including
earthquakes, fires, adverse weather conditions, war, floods, power outages, equipment failures, and
construction accidents, and the consequences, damages and disruptions resulting from any of the
foregoing incidents may not be covered adequately, or at all, by our insurance policies. Any uninsured
loss or liabilities may cause us to incur substantial costs and the diversion of resources, which could
have a material and adverse effect on our operating results.

Negative publicity may adversely affect our business, financial condition, results of operations and
prospects.

We may be subject to and associated with negative publicity, including on the Internet, with
respect to our corporate affairs and conduct related to our personnel, or the property markets in which
we operate or intend to operate. We may also be subject to negative reports or criticisms by various
media. We make no representation as to the appropriateness, accuracy, completeness or reliability of any
such information or publication. Nonetheless, any negative coverage, whether or not related to us or our
related parties and regardless of truth or merit, may have an impact on our reputation and, consequently,
may undermine the confidence of our customers and investors in us, which may in turn materially and
adversely affect our business, financial condition, results of operations and prospects.
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RISKS RELATING TO CONDUCTING BUSINESS IN CHINA

PRC economic, political and social conditions as well as government policies could affect our
business.

The economy of the PRC differs from the economies of most developed countries in many
respects, including but not limited to structure, level of government involvement, level of development,
growth rate, control of foreign exchange, and allocation of resources.

While the PRC economy has grown significantly in the past 30 years, growth has been uneven,
both geographically and among the various sectors of the economy. The PRC government has
implemented various measures to encourage economic growth and guide the allocation of resources.
Some of these measures benefit the overall PRC economy, but may also negatively affect our operations.
For example, our financial position and results of operations may be adversely affected by the PRC
government’s control over capital investment or any changes in tax regulations or foreign exchange
controls that are applicable to us.

The PRC economy has been transitioning from a planned economy to a market-oriented economy.
For the past three decades, the PRC government has implemented economic reform measures
emphasizing the utilization of market forces in the development of the PRC economy. Many of the
economic reforms carried out by the PRC government are unprecedented or experimental and are
expected to be refined and improved over time. The PRC economy has grown significantly in recent
decades, but there can be no assurance that this growth will continue or continue at the same pace. In
addition, demand for our services and our business, financial position and results of operations may be
adversely affected by (i) political instability or changes in social conditions in China, (ii) changes in
laws, regulations or policies or the interpretation of laws, regulations or policies, (iii) measures which
may be introduced to control inflation or deflation, (iv) changes in the rate or method of taxation, and
(v) imposition of additional restrictions on currency conversion and remittances abroad.

The PRC legal system has inherent uncertainties that could limit the legal protection available to you.

Our business is conducted in Mainland China and is governed by PRC laws and regulations. All of
our operating subsidiaries are located in China and are subject to PRC laws and regulations. The PRC
legal system is based on written statutes. Prior court decisions are not legally binding and can only be
cited as reference. Additionally, PRC written statutes are often principle-oriented and require detailed
interpretations by the enforcement bodies in applying and enforcing such laws. 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; however, as these laws and regulations are
continually evolving in response to changing economic and other conditions, and because of the limited
volume of published cases and their non-binding nature, any particular interpretation of PRC laws and
regulations may not be definitive. In addition, the PRC legal system is based in part on government
policies and internal rules, some of which are not published on a timely basis, if at all, and some of
which may have a retroactive effect. The PRC may not accord equivalent rights, or protection for such
rights, to those that you might expect in countries with more sophisticated property development laws
and regulations.
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Furthermore, the PRC is geographically large and divided into various provinces and
municipalities. As such, when PRC laws, rules, regulations and policies apply in different parts in
China, there may be varying applications and interpretations. Legislation or regulations, particularly for
local applications, may be enacted without sufficient prior notice or announcement to the public.
Accordingly, we may not be aware of the existence of new legislation or regulations. There is at present
no integrated system in China from which information can be obtained in respect of legal actions,
arbitrations or administrative actions. Even if an individual court-by-court search were performed,
certain courts may refuse to make their documentation available for inspection. As a result, the legal
protections available to you under the PRC legal system may be limited.

The global financial markets, and therefore PRC markets, have experienced significant slowdown and
volatility during the past few years and any continued deterioration may adversely affect our business
and results of operations.

The economic slowdown and turmoil in the global financial markets starting in the second half of
2008 have resulted in a general tightening of credit, an increased level of commercial and consumer
delinquencies, lack of consumer confidence and increased market volatility. The global economic
slowdown has also affected the PRC property market by, among other things, reducing the demand for
commercial and residential properties, resulting in the reduction of property prices; adversely impacting
the purchasing power of potential property purchasers, which may further impact the general demand for
properties and cause a further erosion of their selling prices; and negatively impacting the ability of
property developers and potential property purchasers to obtain financing.

More recently, global market and economic conditions were adversely affected by the credit crisis
in Europe, the credit rating downgrade of the United States and heightened market volatility in major
stock markets. In Asia and other emerging markets, some countries are expecting increasing inflationary
pressure as a consequence of liberal monetary policy or excessive foreign fund inflow, or both. In the
Middle East, Eastern Europe and Africa, political unrest in various countries has resulted in economic
instability and uncertainty. 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. The PRC economy grew at a slower pace in
2015, 2016, 2017 and 2018 than in previous years, with a yearly real GDP growth of 6.9%, 6.7%, 6.9%
and 6.5%, respectively. Recently, there have been growing concerns about the volatility of the Chinese
economy and the adjustments of Chinese fiscal policies. For example, after a rapid surge from the
second half of 2014 to early June 2015, the Chinese domestic equity markets experienced sharp declines
and severe volatility beginning from June 13, 2015. The Chinese government has taken monetary and
regulatory measures to stabilize the market, including measures affecting market liquidity, new equity
offering pipelines and trading activities of certain market participants. These and other issues resulting
from the global economic slowdown and financial market turmoil have adversely impacted, and may
continue to adversely impact, home owners and potential property purchasers, which may lead to a
decline in the general demand for our properties and erosion of their selling prices. Any further
tightening of liquidity in the global financial markets may in the future negatively affect our liquidity. If
the global economic and financial market slowdown and volatility continue or become more severe than
currently anticipated, or if the PRC economy and financial markets continue to slow down, our business,
financial condition, results of operations and prospects could be materially and adversely affected.
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Fluctuations in the value of the Renminbi and governmental control of foreign currency conversion
may limit our ability to use capital effectively.

All of our revenue and expenditures are denominated in Renminbi, while the net proceeds from the
Global Offering and any dividends we pay on our Shares will be in Hong Kong Dollars. Fluctuations in
the exchange rates between the Renminbi and the Hong Kong Dollar or U.S. Dollar will affect the
relative purchasing power in Renminbi terms. Fluctuations in the exchange rates may also cause us to
incur foreign exchange losses and affect the relative value of any dividend distributed by us. Currently,
we have not entered into any hedging transactions to mitigate our exposure to foreign exchange risk.

Movements in Renminbi exchange rates are affected by, among other things, changes in political
and economic conditions and China’s foreign exchange regime and policy. PBOC regularly intervenes in
the foreign exchange market to limit fluctuations in Renminbi exchange rates and achieve certain
exchange rate targets and policy goals. In August 2015, PBOC changed the way it calculates the mid-
point price of Renminbi against the U.S. Dollar, requiring the market-makers who submit for reference
rates to consider the previous day’s closing spot rate, foreign exchange demand and supply as well as
changes in major currency rates. The value of the Renminbi depreciated against the U.S. Dollar
approximately 1.4% in 2015 and 6.2% in 2016, but appreciated against the U.S. Dollar 1.6% in 2017.
The value of Renminbi then depreciated approximately 2.0% against the U.S. Dollar in 2018. We cannot
assure you that the Renminbi will not appreciate or depreciate significantly in value against Hong Kong
Dollar or U.S. Dollar in the future.

In addition, conversion and remittance of foreign currencies are subject to PRC foreign exchange
regulations. It cannot be guaranteed that we will have sufficient foreign exchange to meet our foreign
exchange needs. Under China’s current foreign exchange control system, foreign exchange transactions
under the current account conducted by us, including the payment of dividends, do not require advance
approval from the SAFE. But we are required to present relevant documentary evidence of such
transactions and conduct such transactions at designated foreign exchange banks within China that have
the licenses to carry out foreign exchange businesses. Foreign exchange transactions under the capital
account, however, must be directly reviewed and handled by banks in accordance with the Circular of
the State Administration of Foreign Exchange on Further Simplifying and Improving the Direct
Investment-related Foreign Exchange Administration Policies (A — 25 fij{b A oo B 1 &AM
FRECR A4 %) (the “Circular 13”), and the SAFE and its branches must perform indirect regulation
over the foreign exchange registration via banks. The PRC government may also at its discretion restrict
access in the future to foreign currencies for current account transactions. Any insufficiency of foreign
exchange may restrict our ability to obtain adequate foreign exchange for dividend payments to
shareholders or satisfy any other foreign exchange obligation. If we fail to convert Renminbi into any
foreign exchange for any of the above purposes, our potential offshore capital expenditure plans and
even our business may be materially and adversely affected.

Our investments in China are subject to the PRC government’s control over foreign investment in the
property sector.

The PRC government has imposed restrictions on foreign investment in the property sector to
curtail the perceived over-heating of the property sector by, among other things, increasing the capital
and other requirements for establishing foreign-invested property development enterprises, tightening
foreign exchange control on cross-border investment and financing activities and imposing restrictions
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on purchases of properties in China by foreign persons. Restrictions imposed by the PRC government on
foreign investment in the property sector may affect our ability to make further investments in our PRC
subsidiaries and as a result may limit our business growth and have a material and adverse effect on our
business, results of operations and financial condition.

The implementation of the EIT Law (the PRC Enterprise Income Tax Law) (P EARIFBE BEFT
BBED) may significantly increase our income tax expenses.

On March 16, 2007, the PRC National People’s Congress, Chinese national legislature, adopted a
new tax law, the EIT Law, which became effective on January 1, 2008, was last amended and then
became effective on December 29, 2018. On December 6, 2007, the State Council issued the
Implementation Regulations of the PRC Enterprise Income Tax Law (the ‘“Implementation
Regulations’”), which also became effective on January 1, 2008.

Under the EIT Law and Implementation Regulations, if we are deemed to be a non-PRC tax
resident enterprise without an office or premises in China, a withholding tax at the rate of 10% will be
applicable to any dividends paid to us by our PRC subsidiaries, unless we are entitled to reduction or
elimination of such tax, including by tax treaty. According to the Arrangement between Mainland China
and Hong Kong for Avoidance of Double Taxation and Prevention of Tax Evasion, promulgated by the
SAT on August 21, 2006, dividends paid by a foreign-invested enterprise in China to a shareholder
incorporated in Hong Kong will be subject to withholding tax at a rate of 5% if the Hong Kong
shareholder directly holds a 25% or more interest in China enterprise. We cannot assure you, however,
that the current tax treaties in place between the PRC and Hong Kong will remain in place or that we
will continue to be able to enjoy a reduced withholding tax on dividends we receive from our PRC
subsidiaries.

We may be deemed a PRC resident enterprise under the EIT Law and be subject to PRC taxation on
our worldwide income.

Under the EIT Law, enterprises established outside China whose ‘“de facto management bodies”
are located in China are considered ‘“‘resident enterprises” and will generally be subject to the uniform
25% EIT rate as to their global income. Under the Implementation Regulations for the EIT Law, “de
facto management bodies” is defined as the bodies that have material and overall management control
over the business, personnel, accounts and properties of an enterprise.

Substantially all of our management is currently based in China and may remain in China. In April
2009, the PRC State Administration of Taxation promulgated the Circular of Taxation on Issues
Concerning the Identification of Chinese-Controlled Overseas Registered Enterprises as Resident
Enterprises in Accordance with the Standards of the Actual Management Organization to clarify the
definition of “de facto management bodies” for enterprises incorporated overseas with controlling
shareholders being onshore enterprises or enterprise groups in China. It remains unclear how the tax
authorities will explain the regulation. Therefore, we may be treated as a PRC resident enterprise for
EIT purposes. The tax consequences of such treatment are currently unclear, as they will depend on how
PRC finance and tax authorities apply or enforce the EIT Law and the Implementation Regulations.
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We face uncertainty relating to the Public Announcement on Several Issues Concerning Enterprise
Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises (BAREFBRDEMIZEE
MELCEMESHETEENLDE)) (“SAT Circular No. 7”) issued by the PRC State Administration of
Taxation.

On February 3, 2015, the PRC State Administration of Taxation issued SAT Circular No. 7. SAT
Circular No. 7 provides comprehensive guidelines relating to indirect transfers by a non-PRC resident
enterprise of assets (including equity interests) of a PRC resident enterprise (“PRC Taxable Assets”).
For example, SAT No. Circular 7 specifies that the PRC tax authorities are entitled to reclassify the
nature of an indirect transfer of PRC Taxable Assets when a non-PRC resident enterprise transfers PRC
Taxable Assets indirectly by disposing of equity interests in an overseas holding company directly or
indirectly holding such PRC Taxable Assets. The PRC tax authorities may disregard the existence of
such overseas holding company and consider the transaction to be a direct transfer of PRC Taxable
Assets if such transfer is deemed to have been conducted for the purposes of avoiding PRC EIT and
lacks any other reasonable commercial purpose. Although SAT Circular No. 7 contains certain
exemptions (including (i) where a non-resident enterprise derives income from the indirect transfer of
PRC Taxable Assets by acquiring and selling shares of a listed overseas holding company which holds
such PRC Taxable Assets on a public market; and (ii) where there is an indirect transfer of PRC Taxable
Assets, if the non-resident enterprise had directly held and disposed of such PRC Taxable Assets, the
income from the transfer would have been exempted from PRC EIT under an applicable tax treaty or
arrangement), it remains unclear whether any exemptions under SAT Circular No. 7 will be applicable to
the transfer of our Shares or to any future acquisition by us outside of the PRC involving PRC Taxable
Assets, if such transaction were determined by the tax authorities to lack reasonable commercial
purpose. As a result, we may be subject to tax under SAT Circular No. 7 and may be required to expend
valuable resources to comply with SAT Circular No. 7 or to establish that we should not be taxed under
SAT Circular No. 7, which may have a material adverse effect on our business, financial condition,
results of operations and growth prospects.

Failure by our Shareholders or beneficial owners who are PRC residents to make any required
applications and filings pursuant to regulations relating to offshore investment activities by PRC
residents may prevent us from being able to distribute profits and could expose us and our PRC
resident Shareholders to liability under the PRC laws.

The Circular on Relevant Issues concerning Foreign Exchange Administration of Overseas
Investment and Financing and Return Investments Conducted by Domestic Residents through Overseas
Special Purpose Vehicles (CBH A A JE B HRRIR B 0920 w35 S 15 il B SR T2 43 6 A1k 45 3 AT B ] R
()78 #1)) (“SAFE Circular No. 37”), which was promulgated by SAFE and became effective on July 4,
2014, requires a PRC individual resident (“PRC Resident’’) to register with a local SAFE branch before
he or she contributes assets or equity interests in an overseas special purpose vehicle (the “Offshore
SPV”) that is directly established or controlled by the PRC Resident for the purpose of conducting
investment or financing. Pursuant to Circular 13, the aforesaid registration shall be reviewed and
handled by the banks, and the SAFE and its branches shall perform indirect regulation over the foreign
exchange registration via banks. Following the initial registration, the PRC Resident is also required to
make registration for any major change in respect of the Offshore SPV, including, among other things,
any major change of a PRC Resident shareholder, name or term of operation of the Offshore SPV, or
any increase or reduction of the Offshore SPV’s registered capital, share transfer or swap, merger or
division. We cannot assure that all of our shareholders who are PRC Residents will file all applicable
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registrations or update previously filed registrations as required by these SAFE regulations. Failure to
comply with the registration procedures of SAFE Circular No. 37 may result in penalties and sanctions,
including the imposition of restrictions on the ability of the Offshore SPV’s Chinese subsidiary to
distribute dividends to its overseas parent.

Our investment properties are located on land that is under long-term land use rights granted by the
PRC government. There is uncertainty about the amount of the land grant premium that we will have
to pay and additional conditions that may be imposed if we decide to seek an extension of the land use
rights for our investment properties.

Our investment properties are held by us under land use rights granted by the PRC government.
Under PRC laws, the maximum term of the land use rights ranges from 40 years to 70 years depending
on the land use purpose. Upon expiration, the land use rights will revert to the PRC government unless
the holder of the land use rights applies for and is granted an extension of the term of the land use
rights.

These land use rights do not have automatic rights of renewal and holders of land use rights are
required to apply for extensions of the land use rights one year prior to the expiration of their terms. If
an application for extension is granted (and such grant would usually be given by the PRC government
unless the land in issue is to be taken back for the purpose of public interests), the holder of the land use
rights will be required to, among other things, pay a land grant premium. If no application is made, or if
such application is not granted, the properties under the land use rights will be reverted to the PRC
government without any compensation. As none of the land use rights granted by the PRC government
which are similar to those granted for our investment properties has, as of the Latest Practicable Date,
run its full term, there is no precedent to provide an indication of the amount of the land grant premium
which we will have to pay and any additional conditions which may be imposed if we decide to seek an
extension of the land use rights for our investment properties upon the expiry thereof.

In certain circumstances, the PRC government may, where it considers it to be in the public
interest, terminate land use rights before the expiration of the term. In addition, the PRC government has
the right to terminate long-term land use rights and expropriate the land in the event the grantee fails to
observe or perform certain terms and conditions pursuant to the land use rights grant contracts. If the
PRC government charges a high land grant premium, imposes additional conditions, or does not grant an
extension of the term of the land use rights of any of our investment properties, our operations could be
disrupted, and our business, financial condition and results of operations could be materially and
adversely affected.

Natural disasters, acts of war, occurrence of epidemics, and other disasters could affect our business
and the national and regional economies in China.

Our business is subject to general economic and social conditions in China. Natural disasters,
epidemics such as the human swine flu, also known as Influenza A (HIN1), HSN1 avian flu or severe
acute respiratory syndrome (““SARS”), the Ebola virus and other natural disasters which are beyond our
control may adversely affect the economy, infrastructure and livelihood of the people in China. Some
regions in China, including certain cities where we operate, are under the threat of flood, earthquake,
fire, drought or epidemics. Our business, financial position and results of operations may be materially
and adversely affected if natural disasters or other such events occur.
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For instance, a serious earthquake and its successive aftershocks hit Sichuan province in May
2008, resulting in tremendous loss of life and injury, as well as destruction of assets in the region.
Furthermore, the PRC reported a number of cases of SARS in 2003. Since its outbreak in 2004, there
have been reports on occurrences of avian flu in various parts of the PRC, including several confirmed
human cases and deaths. Any future outbreak of SARS, avian flu or other similar adverse epidemics
may, among other things, significantly disrupt our business. An outbreak of infectious disease may also
severely restrict the level of economic activity in affected areas, which in turn may have a material and
adverse effect on our business, financial position and results of operations.

We cannot assure you as to whether and when we will pay dividends in the future.

We did not declare any dividends during the Track Record Period. We have no fixed dividend
policy and, subject to compliance with the relevant laws of Cayman Islands and the Articles, the Board
has discretion in determining whether to recommend a declaration of any dividend for any period, and
the amount of dividend to be paid. We cannot assure you as to whether and when we will pay dividends
in the future. Any future declarations of dividends will be proposed by our Board, and the amount of
any dividend will depend on various factors such as our results of operations, financial condition and
future business prospects. See “Financial Information — Dividend and Distributable Reserves.”

We are a holding company and will rely on dividends paid by the PRC subsidiaries to fund our cash
and financing requirements, and any limitation on the ability of the PRC subsidiaries to pay dividends
to us could have a material adverse effect on our ability to conduct business.

We are a holding company incorporated in the Cayman Islands and we conduct our business
operations primarily through our subsidiaries in China. We will be financially dependent on dividends
received from these entities. Therefore, we may face financial difficulties should such entities incur debt
or losses affecting their ability to pay us dividends or make other distributions to us.

The PRC laws and regulations require that dividends be paid only out of distributable profits,
which are net profit of our PRC subsidiaries as determined in accordance with PRC GAAP or IFRS,
whichever is lower, less any recovery of accumulated losses and appropriations to statutory and other
reserves that our PRC subsidiaries are required to make. Moreover, because the calculation of
distributable profits under PRC GAAP is different from the calculation under IFRS in certain respects,
our operating subsidiaries may not have distributable profits as determined under PRC GAAP, even if
they have profits for that year as determined under IFRS, or vice versa. Accordingly, we may not
receive sufficient distributions from our PRC subsidiaries. Failure by our operating subsidiaries in China
to pay dividends to us could have a negative impact on our cash flow and our ability to make dividend
distributions to our Shareholders in the future, including those periods in which our financial statements
indicate that our operations have been profitable.

Furthermore, the PRC subsidiaries may be restricted from making distributions to us due to
restrictive covenants contained in agreements, such as bank credit facilities, to which they may be
subject. Any of the above factors may affect our ability to pay dividends to our Shareholders and to
service our indebtedness, which could materially and adversely affect our ability to conduct business.
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RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares before the Listing and the liquidity and market
price of our Shares following the Listing may be volatile.

Before the Listing, there has been no public market for our Shares. The Offer Price for our Shares
will be the result of negotiations between the Joint Global Coordinators (for themselves and on behalf of
the Underwriters) and us, which may differ from the market prices of our Shares after the Listing.
Following the completion of the Global Offering, the Stock Exchange will be the only market on which
our Shares are listed. However, there is no assurance that the Listing will result in the development of
an active and liquid public trading market for our Shares following the Listing. Following the Global
Offering, our Shares may be traded in the public market below the Offer Price. The volume and price at
which our Shares will be traded are affected by a number of factors, including (i) changes in senior
management; (ii) changes in laws and regulations in China; (iii) general economic conditions in China;
and (iv) market perception of our prospects. We cannot assure you that the market price of our Shares
will not decline below the Offer Price.

A sale or the expectation of a sale of Shares by our existing Shareholders may have a material
adverse effect on our Share price.

Future sale of a substantial number of our Shares by our existing Shareholders after the Listing
could materially and adversely affect market prices of our Shares prevailing from time to time. Future
sale of substantial amounts of our Shares, including future offerings, or the perception that such sale are
likely to occur may also materially and adversely affect the prices of our Shares and our ability to raise
capital.

Immediately after the Listing, only a limited number of the Shares currently outstanding will be
available for sale as our Controlling Shareholders are subject to a lock-up period. See “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong Public Offering — Undertakings Pursuant to
the Hong Kong Underwriting Agreement — Undertakings by the Controlling Shareholders.” While we
are not aware of any intentions of our current Shareholders to dispose of significant amounts of their
Shares upon lapse of the lock-up periods, we are not in a position to give any assurance that such
disposal will not occur. Future sale of a substantial number of our Shares, or the perception that such
sale may occur, could materially and adversely affect the market prices of our Shares and our ability to
raise equity capital in the future.

The price of our Shares may fall before trading begins due to the time lag between pricing and
trading of the Offer Shares.

The Offer Price will be determined on the Price Determination Date. The Offer Shares will not
commence trading on the Stock Exchange until the Listing Date. Investors may not be able to sell or
otherwise deal in our Shares during this period between the Price Determination Date and the Listing
Date. Accordingly, holders of our Shares bear the risk that the prices of our Shares could fall before
trading begins and may be lower than the Offer Price due to adverse market conditions or other adverse
developments which may occur between the Price Determination Date and the Listing Date.
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There is a possibility that the Offer Price will be set after making a Downward Offer Price
Adjustment.

We have the flexibility to make a Downward Offer Price Adjustment to set the final Offer Price at
up to 10% below the bottom end of the indicative Offer Price range per Offer Share. It is therefore
possible that the final Offer Price will be set at HK$2.16 per Offer Share upon the making of a full
Downward Offer Price Adjustment. In such a situation, the Global Offering will proceed and the
Withdrawal Mechanism will not apply. If the final Offer Price is set at HK$2.16, the estimated net
proceeds we will receive from the Global Offering will be reduced to HK$347.8 million (assuming the
Over-allotment Option is not exercised) and such reduced proceeds will be used as described in the
“Future Plans and Use of Proceeds — Use of Proceeds”.

The Controlling Shareholders have substantial control over us and their interests may not be aligned
with the interests of the other Shareholders.

Immediately following the Completion, the Controlling Shareholders will continue to have
substantial control over us. The Controlling Shareholders, by virtue of the controlling beneficial
ownership of our share capital, will be able to exercise significant control and exert significant influence
over our business or otherwise on matters of significance and other Shareholders by voting at the
general meeting of the Shareholders and at Board meetings. The interests of the Controlling
Shareholders may differ from the interests of other Shareholders and they are free to exercise their
votes according to their interests. To the extent that the interests of the Controlling Shareholders conflict
with the interests of other Shareholders, the interests of other Shareholders may be disadvantaged and
harmed.

You may face difficulties in protecting your interests under the laws of the Cayman Islands.

We are organized under the laws of the Cayman Islands. As a result, a Shareholder may not be
able to enforce a judgment against us or some or all of the Directors and executive officers outside the
Cayman Islands. It may not be possible for a Shareholder to effect service of process upon the Directors
and executive officers within the Shareholder’s country of residence or to enforce against the Directors
and executive officers judgments of courts of the Shareholder’s country of residence based on civil
liabilities under that country’s securities laws. There can be no assurance that a Shareholder will be able
to enforce any judgments in civil and commercial matters against the Directors or executive officers who
are residents of countries other than those in which judgment is made.

All of our executive Directors and executive officers reside within Mainland China, and
substantially all of the assets of those persons and substantially all of our assets are located within
Mainland China. Therefore, it may be difficult for investors to effect service of process upon us or those
persons inside Mainland China or to enforce against us or them in China any judgments obtained from
non-PRC courts.

China does not have treaties providing for the reciprocal recognition and enforcement of judgments
of courts of the Cayman Islands and many other countries and regions. Therefore, recognition and
enforcement in China of judgments of a court in any of these non-PRC jurisdictions in relation to any
matter not subject to a binding arbitration provision may be difficult or impossible.
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Certain facts and statistics in this prospectus relating to the PRC economy and the PRC property
development and construction industries may not be fully reliable.

Certain facts and statistics in this prospectus relating to the PRC economy and the PRC property
development and construction industries have been derived from various official government
publications that we generally believe to be reliable. While the Directors have taken reasonable care in
extracting and reproducing such information, it has not been prepared or independently verified by us or
the Underwriters or any of our or their respective affiliates or advisors and, therefore, no representation
is made as to the accuracy of these facts and statistics, which may not be consistent with other
information compiled within or outside China. Due to possibly flawed or ineffective collection methods
or discrepancies between government-published information and other market sources, the facts and
statistics in this prospectus may be inaccurate or may not be comparable to facts and statistics produced
with respect to other economies. Further, there can be no assurance that such facts and statistics are
stated or compiled by the government on the same basis or with the same degree of accuracy as the case
may be in other jurisdictions. Therefore, you should not unduly rely upon the facts and statistics from
government official publications with respect to China, the PRC economy and the PRC property
development and construction industries contained in this prospectus.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, our Company has sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have sufficient management presence in Hong
Kong. This normally means that at least two of our executive Directors must be ordinarily resident in
Hong Kong. Our Group’s principal business and operations are located, managed and conducted in China
through our PRC operating subsidiaries: (i) our entire revenue is generated from the PRC; and (ii) most
of our executive Directors are not ordinarily resident in Hong Kong and will continue to be based in
China after Listing. As a result, our Company does not, and will not, in the foreseeable future, have a
sufficient management presence in Hong Kong as required under Rule 8.12 of the Listing Rules. Further,
it would be impractical and commercially unnecessary for our Company to appoint an additional
executive Director who is ordinarily resident in Hong Kong or to relocate its existing PRC based
executive Directors to Hong Kong.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted, a
waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules, subject to the
condition that the following measures and arrangements are made for maintaining regular and effective
communication with the Stock Exchange:

(i) we have appointed two authorized representatives pursuant to Rule 3.05 of the Listing Rules,
who will act as our Company’s principal channel of communication with the Stock Exchange.
The two authorized representatives of our Company are Mr. Li Yaruixin (ZFHi%3%), our
executive Director, and Mr. Lei Kin Keong, our company secretary, who is an ordinary
resident in Hong Kong;

(i) any meeting between the Stock Exchange and our Directors will be arranged through the
authorized representatives or the compliance advisor of our Company or directly with our
Directors within a reasonable time frame. We will inform the Stock Exchange promptly in
respect of any changes in our authorized representatives or our compliance advisor;

(iii) each of the authorized representatives of our Company will be available to meet with the
Stock Exchange within a reasonable period of time upon the request of the Stock Exchange
and will be readily contactable by telephone, facsimile and/or email. Each of the authorized
representatives of our Company is authorized to communicate on behalf of our Company with
the Stock Exchange;

(iv) each of the authorized representatives of our Company has means to contact all members of
the Board (including the independent non-executive Directors) promptly at all times as and
when the Stock Exchange wishes to contact our Directors for any matters. To enhance the
communication between the Stock Exchange, the authorized representatives and our
Directors, we have implemented a policy that (a) each Director will provide his/her
respective office phone number, mobile phone number, facsimile number and email address
to the authorized representatives and (b) each Director and authorized representative will
provide, if available, his/her respective office phone number, mobile phone number, facsimile
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number and email address to the Stock Exchange. In the event that a Director expects to
travel or is out of the office, he/she will provide the phone number of the place of his/her
accommodation or other means of communication to our authorized representatives;

(v) each of the Directors has provided his/her current contact details to the Stock Exchange;

(vi) our Directors, who are not ordinarily resident in Hong Kong, have confirmed that they
possess or can apply for valid travel documents to visit Hong Kong and are able to come to
Hong Kong and, when required, meet with the Stock Exchange upon reasonable notice;

(vii) we have, in compliance with Rule 3A.19 of the Listing Rules, appointed Guotai Junan Capital
Limited as our compliance advisor who will, among other things, in addition to the two
authorized representatives of our Company, act as our additional channel of communication
with the Stock Exchange for the period commencing on the Listing Date and ending on the
date on which our Company complies with Rule 13.46 of the Listing Rules in respect of its
financial results for the first full financial year commencing after the Listing Date. Guotai
Junan Capital Limited will have full access at all times to the two authorized representatives
of our Company and our Directors; and

(viii) we will also retain legal advisors to advise on on-going compliance requirements and other
issues arising under the Listing Rules and other applicable laws and regulations in Hong
Kong after Listing.

APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company secretary who,
by virtue of his/her academic or professional qualifications or relevant experience, is, in the opinion of
the Stock Exchange, capable of discharging the functions of the company secretary. Note 1 to Rule 3.28
of the Listing Rules further provides that the Stock Exchange considers the following academic or
professional qualifications to be acceptable:

(a) a member of The Hong Kong Institute of Chartered Secretaries;
(b) a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and
(c) a certified public accountant (as defined in the Professional Accountants Ordinance).

Note 2 to Rule 3.28 of the Listing Rules provides that, in assessing ‘“‘relevant experience”, the
Stock Exchange will consider the individual’s:

(i) length of employment with the issuer and other issuers and the roles he/she played;

(ii) familiarity with the Listing Rules and other relevant law and regulations including the
Securities and Futures Ordinance, Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and The Codes on Takeovers and Mergers and Share
Buy-backs;

(ii1) relevant training taken and/or to be taken in addition to the minimum requirements under
Rule 3.29 of the Listing Rules; and
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(iv) professional qualifications in other jurisdictions.

Our Company has appointed Mr. Du Hang as one of the joint company secretaries. He has
extensive experience in board and corporate management matters but presently does not possess any of
the qualifications under Rules 3.28 and 8.17 of the Listing Rules, and may not be able to fulfill the
requirements of the Listing Rules. Therefore, we have appointed Mr. Lei Kin Keong, a member of The
Hong Kong Institute of Chartered Secretaries and an associate of The Institute of Chartered Secretaries
and Administrators in the United Kingdom, who fully meets the requirements stipulated under Rules
3.28 and 8.17 of the Listing Rules to act as the other joint company secretary. Mr. Lei Kin Keong will
provide assistance to Mr. Du Hang for an initial period of three years from the Listing Date to enable
Mr. Du Hang to acquire the “relevant experience” under Note 2 to Rule 3.28 of the Listing Rules so as
to fully comply with the requirements set forth under Rules 3.28 and 8.17 of the Listing Rules.

Mr. Lei Kin Keong will work closely with Mr. Du Hang to jointly discharge duties and
responsibilities as company secretaries and assist Mr. Du Hang in acquiring the relevant experience as
required under Rules 3.28 and 8.17 of the Listing Rules. Mr. Du Hang will also be assisted by (a) the
compliance advisor of our Company for the first full financial year from the Listing Date, particularly in
relation to Hong Kong corporate governance practices and compliance issues; and (b) the Hong Kong
legal advisors of our Company, particularly in relation to Hong Kong corporate governance practices
and regulatory compliance, on matters concerning the Company’s ongoing compliance obligations under
the Listing Rules and the applicable laws and regulations as and when required. In addition, Mr. Du
Hang will endeavor to attend relevant trainings and familiarize himself with the Listing Rules and duties
required of a company secretary of an issuer listed on the Stock Exchange.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver from
strict compliance with the requirements of Rule 3.28 and 8.17 of the Listing Rules. The waiver is valid
for an initial period of three years from the Listing Date, and is granted on the condition that we engage
Mr. Lei Kin Keong, who possesses all the requisite qualifications under Rule 3.28 of the Listing Rules,
to assist Mr. Du Hang in discharging his duties as a joint company secretary and in gaining the
“relevant experience” as required under Note 2 to Rule 3.28 of the Listing Rules.

Before the expiration of the initial three-year period, the qualifications of Mr. Du Hang will be re-
evaluated to determine whether the requirements as stipulated in Rules 3.28 and 8.17 of the Listing
Rules can be satisfied and whether the need for on-going assistance will continue. In the event Mr. Du
Hang fulfills all the requirements stipulated at the end of the initial three-year period, the above joint
company secretaries would no longer be necessary for our Company.

WAIVER FROM STRICT COMPLIANCE WITH CHAPTER 14A OF THE LISTING RULES

Our Group has certain transactions with connected persons that are expected to continue after
Listing, which will constitute partially-exempt continuing connected transactions of our Company under
the Listing Rules upon the Listing. We expect these partially-exempt continuing connected transactions
to be carried out on a continuing basis, and our Directors consider that strict compliance with the
applicable requirement under the Listing Rules would be impractical, unduly burdensome and would
impose unnecessary administrative costs on our Company.
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Accordingly, pursuant to Rule 14A.105 of the Listing Rules, we have applied to the Stock
Exchange for, and the Stock Exchange has granted, a waiver from strict compliance with the
announcement requirements in respect of such partially-exempt continuing connected transactions under
Chapter 14A of the Listing Rules. For further details regarding such waiver, please see “Continuing
Connected Transactions.”
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the
Laws of Hong Kong) and the Listing Rules for the purpose of giving information to the public with
regard to our Group. Our Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief the information contained in this prospectus is accurate and complete in all
material respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this prospectus misleading.

GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this prospectus
and the Application Forms contain the terms and conditions of the Hong Kong Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized to give any information in connection with
the Global Offering or to make any representation not contained in this prospectus and the relevant
Application Forms, and any information or representation not contained herein and therein must not be
relied upon as having been authorized by our Company, the Joint Sponsors, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers and any of the Underwriters, any of their
respective directors, agents, employees or advisors or any other party involved in the Global Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the Joint
Global Coordinators. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters under the terms of the Hong Kong
Underwriting Agreement, subject to agreement on the Offer Price to be determined between the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and our Company on the Price
Determination Date. The International Offering is expected to be fully underwritten by the International
Underwriters subject to the terms and conditions of the International Underwriting Agreement, which is
expected to be entered into on or about the Price Determination Date.

Neither the delivery of this prospectus nor any subscription made under it shall, under any
circumstances, constitute a representation that there has been no change or development reasonably
likely to involve a change in our affairs since the date of this prospectus or imply that the information
contained in this prospectus is correct as of any date subsequent to the date of this prospectus.

See “Underwriting” in this prospectus for further information about the Underwriters and the
underwriting arrangements.
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DETERMINATION OF THE OFFER PRICE

The Offer Price is expected to be determined between the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) and our Company on the Price Determination Date. The
Price Determination Date is expected to be on or around Monday, November 4, 2019 and, in any event,
not later than Tuesday, November 5, 2019 (unless otherwise determined between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company. If, for whatever
reason, the Offer Price is not agreed between the Joint Global Coordinators (for themselves and on
behalf of the Underwriters) and our Company on or before Tuesday, November 5, 2019, the Global
Offering will not become unconditional and will lapse immediately.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The application procedures for the Hong Kong Offer Shares are set forth in “How to Apply for
Hong Kong Offer Shares” and on the relevant Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in “Structure
and Conditions of the Global Offering’ in this prospectus.

SELLING RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will be
required to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she is aware of the
restrictions on offers for the Offer Shares described in this prospectus and on the relevant Application
Forms.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other
than in Hong Kong, or the distribution of this prospectus and/or the Application Forms in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and
does not constitute an offer or invitation in any jurisdiction or in any circumstances in which such an
offer or invitation is not authorized or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this prospectus and the offering and sale of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorization by the relevant
securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the listing of, and permission to deal in,
the Shares in issue and to be issued pursuant to the Global Offering (including the Shares which may be
issued pursuant to the exercise of the Over-allotment Option and any options which may be granted
under the Share Option Scheme).
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Dealings in the Shares on the Stock Exchange are expected to commence on November 11, 2019.
No part of our Shares or loan capital is listed on or dealt in on any other stock exchange and no such
listing or permission to list is being or proposed to be sought. All Offer Shares will be registered on the
Hong Kong Share Registrar of our Company in order to enable them to be traded on the Stock
Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
any allotment made in respect of any application will be invalid if the listing of, and permission to deal
in, the Shares on the Stock Exchange is refused before the expiration of three weeks from the date of the
closing of the application lists, or such longer period (not exceeding six weeks) as may, within the said
three weeks, be notified to our Company by the Stock Exchange.

All necessary arrangements have been made to enable the securities to be admitted into CCASS.
OVER-ALLOTMENT AND STABILIZATION

Details of the arrangements relating to the Over-allotment and stabilization are set out in
“Structure and Conditions of the Global Offering” in this prospectus.

DOWNWARD OFFER PRICE ADJUSTMENT

We have reserved the right to make a Downward Offer Price Adjustment to provide flexibility in
pricing the Offer Shares. The ability to make a Downward Offer Price Adjustment does not affect our
obligation to issue a supplemental prospectus and to offer investors a right to withdraw their applications
if there is a material change in circumstances not disclosed in the prospectus.

If it is intended to set the final Offer Price at more than 10% below the bottom end of the
indicative Offer Price range, the Withdrawal Mechanism will be applied if the Global Offering is to
proceed.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and compliance with the stock admission requirements of HKSCC, the Shares will be accepted
as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the
Listing Date or any other date as determined by HKSCC. Settlement of transactions between participants
of the Stock Exchange is required to take place in CCASS on the second business day after any trading
day. All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. Investors
should seek the advice of their stockbroker or other professional advisor for details of those settlement
arrangements and how such arrangements will affect their rights and interests.
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SHARE REGISTER AND HONG KONG STAMP DUTY

Our principal share register will be maintained in the Cayman Islands by our Principal Share
Registrar, Estera Trust (Cayman) Limited, in the Cayman Islands, and our Hong Kong branch share
register will be maintained by the Hong Kong Share Registrar, Computershare Hong Kong Investor
Services Limited, in Hong Kong.

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offering and the
International Offering will be registered on the Hong Kong branch share register of our Company in
Hong Kong. Dealings in the Shares registered in our Hong Kong branch share register will be subject to
Hong Kong stamp duty. For further details of Hong Kong stamp duty, please seek professional tax
advice.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF SHARES

Our Company has instructed our Hong Kong Share Registrar, and it has agreed, not to register the
subscription, purchase or transfer of any Shares in the name of any particular holder unless and until the
holder delivers a signed form to our Hong Kong Share Registrar in respect of those Shares bearing
statements to the effect that the holder:

° agrees with our Company and each of our Shareholders, and our Company agrees with each
Shareholder, to observe and comply with the Cayman Companies Law and our Memorandum
and Articles of Association;

° agrees with our Company and each of our Shareholders that the Shares are freely transferable
by the holders thereof; and

° authorizes our Company to enter into a contract on his or her behalf with each of our
Directors, managers and officers whereby such Directors, managers and officers undertake to
observe and comply with their obligations to our Shareholders as stipulated in our
Memorandum and Articles of Association.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisors if
they are in any doubt as to the taxation implications of subscribing for, holding and dealing in the
Shares or exercising any rights attached to them. It is emphasized that none of our Company, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of our/their respective affiliates, directors, supervisors, employees, agents or advisors
or any other party involved in the Global Offering accepts responsibility for any tax effects on, or
liabilities of holders of the Shares resulting from the subscription, purchase, holding or disposal of the
Shares or exercising any rights attached to them.
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EXCHANGE RATE CONVERSION

Solely for convenience purposes, this prospectus includes translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that the
Renminbi amounts could actually be converted into another currency at the rates indicated, or at all.
Unless otherwise indicated, (i) the translation between Renminbi and Hong Kong dollars was made at
the rate of RMB1.00 to HK$1.1094, and (ii) the translations between U.S. dollars and Hong Kong
dollars were made at the rate of HK$7.8415 to US$1.00, respectively, being the exchange rate prevailing
on October 21, 2019 published by the PBOC for foreign exchange transactions.

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the Chinese
translation of this prospectus, the English version of this prospectus shall prevail unless otherwise stated.
However, if there is any inconsistency between the names of any of the entities mentioned in this
English prospectus which are not in the English language and their English translations, the names in
their respective original languages shall prevail.

ROUNDING

Any discrepancies in any table in this prospectus between total and sum of amounts listed therein
are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Senior Management’ of this prospectus.

For further information on our Directors, please refer to the section headed ‘Directors and

DIRECTORS

Name
Executive Directors

Mr. Li Baotian
CERH A

Ms. Shen Lifeng
(H R t)

Ms. Wang Xinling
(EHB L)

Mr. Li Yaruixin

(FEEELL)

Mr. Zang Lin (S 5EA4)

Ms. Wang Huijie
(EEANL L)

Address

No. 04, Fenzi Hutong

Yang Shi Street, Shuangta District
Zhuozhou County

Hebei Province

the PRC

Room B, 23/F, The H Bonaire
68 Ap Lei Chau Main Street
Hong Kong

No. 601, Unit 1, No. 01 Building
Phase 2 Tianlong Subdistrict
Huayang Road

Zhuozhou County

Hebei Province

the PRC

No. 1603, Unit 1, No. 02 Building
Kaixuanmen Plot

Zhuozhou County

Hebei Province

the PRC

No. 601, Unit 3

No. 07 Building, Tianbao New Town Plot

Zhangbei Xian
Zhangjiakou County
Hebei Province

the PRC

No. 203, Unit 3, No. 02 Building
Rose Jia Yuan

Zhuozhou County

Hebei Province

the PRC
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Chinese

Chinese

Chinese

Chinese

Chinese

Chinese
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Name Address Nationality
Independent non-executive Directors

Mr. Li Xu (ZEHJE4) Flat H, 8/F, Manhattan Heights Chinese
28 New Praya
Hong Kong

Mr. Liu Kaixiang No. 0801, Unit 2, No. 10 Building Chinese
(B SR Wanliu Yangchun Guanghua Xiangshu Yuan
Haidian District
Beijing
the PRC

Mr. Li Qingxu No. B1D, Unit 4, No. 03 Building Chinese
(FFEBSEE) Guanshan Yuan Century City
Haidian District
Beijing
the PRC

Further information is disclosed in the section headed “Directors and Senior Management” of this
prospectus.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors ABCI Capital Limited
11/F., Agricultural Bank of China Tower
50 Connaught Road Central
Hong Kong

Guotai Junan Capital Limited

27/F., Low Block, Grand Millennium Plaza
181 Queen’s Road Central

Hong Kong

Joint Global Coordinators ABCI Capital Limited
11/F., Agricultural Bank of China Tower
50 Connaught Road Central
Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block, Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong
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Joint Bookrunners

Joint Lead Managers

ABCI Capital Limited

11/F., Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block, Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

ABCI Securities Company Limited
10/F., Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block, Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central
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The information presented in this section is derived from the Frost and Sullivan Report, as well
as various official government publications and publicly and privately available sources. The
information derived from the Frost and Sullivan Report reflects estimates of the market conditions
based on information from various sources. We believe that the sources of the information in this
section are appropriate sources for such information and have taken reasonable care in extracting
and reproducing such information. We have no reason to believe that such information is false or
misleading or that any part has been omitted that would render such information false or misleading.
We, the Joint Sponsors, the Joint Global Coordinators. the Joint Bookrunners, the Joint Lead
Managers, the Underwriters, or their respective affiliates or advisors or any other party (excluding
Frost & Sullivan) involved in the Global Offering have not independently verified, and make no
representation as to, the accuracy of the information from official government or other third-party
sources. Accordingly, the official government and other third-party sources contained herein may not
be accurate and should not be unduly relied upon. Our Directors confirm that after due and
reasonable consideration, there is no adverse change in the market information since the date of the
Frost and Sullivan Report up to the date of this prospectus which may qualify, conflict or have a
material input on the information in this section.

SOURCES OF INFORMATION AND RESEARCH METHODOLOGY

We have commissioned Frost & Sullivan, an independent market research consulting firm which is
engaged in the provision of market research consultancy services, to conduct a detailed analysis of the
PRC property development and construction market. The Frost & Sullivan is a global consulting
company and an Independent Third Party. Founded in 1961, it has 40 offices worldwide with over 1,800
industry consultants, market research analysts and economists. We have agreed to pay a total of
RMB700,000 for the preparation of the Frost & Sullivan Report, and our Directors consider that such
fee reflects market rates. Our Directors are of the view that the payment does not affect the fairness of
the views and conclusions presented in the Frost & Sullivan Report. Figures and statistics provided in
this prospectus and attributed to the Frost & Sullivan have been extracted from the Frost & Sullivan
Report and published with the consent of the Frost & Sullivan.

In compiling and preparing the Frost & Sullivan Report, the Frost & Sullivan conducted primary
research including telephone and face-to-face interviews with industry participants. Also, secondary
research, which involved reviewing industry publications, annual reports and data based on its own
database, was conducted. The Frost & Sullivan presented the figures for various market size projections
from historical data analysis plotted against macroeconomic data, as well as data with respect to the
related industry drivers and integration of expert opinions. The Frost & Sullivan assumed that (i) the
social, economic and political environment in China is expected to remain stable in the forecast period,
and (ii) key industry drivers are likely to continue to affect the market over the forecast period from
2018 to 2023.
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OVERVIEW OF MACRO ECONOMY IN CHINA

Over the past few years, China’s nominal GDP had increased from RMBS59.5 trillion to RMB90.0
trillion, representing a CAGR of 8.6%. Meanwhile, China’s nominal GDP per capita grew at a CAGR of
8.3% from RMB43,320 in 2013 to RMB64,644 in 2018. The real GDP in China increased from
RMBG60.9 trillion in 2013 to RMB84.9 trillion in 2018, representing a CAGR of 6.9%.The table below
sets out selected economic statistics of China for the periods indicated.

2013-2018

2013 2014 2015 2016 2017 2018 CAGR

(%)

Population (million) 1,360.7 1,367.8 1,374.6 1,382.7 1,390.1 1,395.4 0.5

Nominal GDP (RMB trillion) 59.5 64.4 68.9 74.4 82.7 90.0 8.6

Nominal GDP per capita (RMB) 43,320 46,629 49,351 53,980 59,660 64,644 8.3

Real GDP growth rate (%) 7.8 7.3 6.9 6.7 6.9 6.5 7.0%

Fixed asset investment

(RMB trillion) 44.6 51.2 56.2 60.6 64.1 64.6 1.7

Urbanization rate (%) 53.7 54.8 56.1 57.3 58.5 59.6 56.7*
Per capita disposable income of

urban residents (RMB) 26,955 29,381 31,195 33,616 36,396 39,251 7.8

Source: National Bureau of Statistics of China, International Monetary Fund, Frost & Sullivan
Note: * is the arithmetic mean of 2013 to 2018.

OVERVIEW OF MACRO ECONOMY IN THE HEBEI PROVINCE

The nominal GDP in Hebei Province increased from RMB2,844.3 billion in 2013 to RMB3,601.0
billion in 2018, representing an CAGR of 4.8%, while the nominal GDP per capita in Hebei Province
grew from RMB38,909.0 in 2013 to RMB47,772.0 in 2018, representing a CAGR of 4.2%. Driven by
the sustainable developing economy, the per capita disposable income of urban residents in Hebei
Province increased from RMB22,227 in 2013 to RMB32,997 in 2018, representing a CAGR of 8.2%.
The table below sets out selected economic statistics of Hebei Province for the periods indicated.

2013-2018

2013 2014 2015 2016 2017 2018 CAGR

(%)

Population (million) 73.3 73.8 74.3 74.7 75.2 75.6 0.6

Nominal GDP (RMB billion) 2,844.3 2,942.1 2,980.6 3,207.0 3,596.4 3,601.0 4.8

Nominal GDP per capita (RMB) 38,909.0  39,984.0  40,225.0  43,062.0 47,8275  47,772.0 4.2

Fixed asset investment (RMB billion) 2,319.4 2,667.2 2,944 8 3,175.0 3,340.7 3,531.1 8.8

Urbanization rate (%) 48.1 49.3 51.3 53.3 55.0 56.4 52.2%
Per capita disposable income of

urban residents (RMB) 22,227 24,141 26,152 28,249 30,548 32,997 8.2

Source: National Bureau of Statistics of China, Hebei Provincial Bureau of Statistics, Frost & Sullivan
Note: * is the arithmetic mean of the urbanization rate of 2013 to 2018.
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OVERVIEW OF MACRO ECONOMY IN BAODING

Zhuozhou is a county-level city in Hebei province, bordering Beijing to the north. It is
administered by Baoding prefecture-level city. The nominal GDP in Baoding increased from RMB265.1
billion in 2013 to RMB307.1 billion in 2018, representing a CAGR of 3.0%. In the meantime, the
nominal GDP per capita in Baoding grew from RMB25,982.0 in 2013 to RMB32,810.0 in 2018,
representing a CAGR of 4.8%. Driven by the development of economy, the per capita disposable income
of urban residents in Baoding increased from RMB19,757 in 2013 to RMB30,283 in 2018, representing
a CAGR of 8.9%. The table below sets out selected economic statistics of Baoding for the periods

indicated.

2013-2018
2013 2014 2015 2016 2017 2018 CAGR
(%)
Population (million) 10.2 10.3 10.3 10.4 10.5 9.4 -1.7
Nominal GDP (RMB billion) 265.1 275.8 300.0 311.0 322.7 307.1 3.0
Nominal GDP per capita (RMB) 25,982.0  26,873.0  29,067.0 29,9450  30,891.0  32,810.0 4.8
Fixed asset investment (RMB billion) 200.0 225.1 249.9 267.2 262.6 277.6 6.8
Urbanization rate (%) 42.9 44.2 46.7 49.0 50.9 53.5 47.9%

Per capita disposable income of
urban residents (RMB) 19,757 21,673 23,663 25,680 27,859 30,283 8.9

Source: Baoding Municipal Bureau of Statistics, Frost & Sullivan
Note: * is the arithmetic mean of the urbanization rate of 2013 to 2018.

OVERVIEW OF MACRO ECONOMY IN ZHANGJIAKOU

The nominal GDP in Zhangjiakou increased from RMB131.7 billion in 2013 to RMB153.7 billion
in 2018, representing a CAGR of 3.1%. Meanwhile, the nominal GDP per capita in Zhangjiakou grew
from RMB29,907.0 in 2013 to RMB34,661.0 in 2018, representing a CAGR of 3.0%. The per capita
disposable income of urban residents in Zhangjiakou increased from RMB20,525 in 2013 to RMB31,193
in 2018, representing a CAGR of 8.7%. The table below sets out selected economic statistics of
Zhangjiakou for the periods indicated.

2013-2018
2013 2014 2015 2016 2017 2018 CAGR
(%)

Population (thousand) 44133 4,420.9 4421.7 4,425.1 4,433.0 4,434.0 0.1

Nominal GDP (RMB billion) 131.7 135.9 136.4 146.1 155.6 153.7 3.1

Nominal GDP per capita (RMB) 29.907.0  30,756.0  30,840.0  33,030.0  35,123.0  34,661.0 3.0

Fixed asset investment (RMB billion) 129.3 142.3 1554 163.1 163.9 171.6 5.8

Urbanization rate (%) 49.0 50.5 52.2 54.2 55.9 57.2 53.2%
Per capita disposable income of

urban residents (RMB) 20,525 21,651 23,841 26,069 28,512 31,193 8.7

Source: Zhangjiakou Municipal Bureau of Statistics, Frost & Sullivan
Note: * is the arithmetic mean of the urbanization rate of 2013 to 2018.
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THE PROPERTY DEVELOPMENT INDUSTRY
Definition

Property industry refers to all economic activities related to a land and buildings constructed on the
land. Activities include real estate development, construction, operation, management, maintenance,
decoration and related services.

Residential property refers to buildings used specifically for residence, including common
residence, high-end apartments, single-family home, townhouse, etc.

Non-residential property refers to all buildings which cannot be classified into residential real
estate, which can be further classified into four categories, industrial property, commercial property,
non-profit property, and infrastructure.

Overview of the Property Development Industry in China

From 2013 to 2018, total investments in property development in China has grown from
RMBS,601.3 billion to RMB12,026.4 billion, representing a CAGR of 6.9%. In 2015, influenced by the
destocking policy, the growth rate of total investments in property development witnessed a notable
decrease in 2015. However, total investments for property development have soon recovered during
2016 and 2018, and the recovery was mainly attributed by stable demand for housing property and
increasing costs for land acquisition, raw materials and labor.

Key Market Drivers of Property Development Industry in China
Development of economy and increasing residents’ purchasing power in China

As the PRC has become one of the fastest growing economies in the world, the PRC property
development industry also witnessed a notable growth in the past. From 2013 to 2018, for instance,
nominal GDP in China grew at a CAGR of 8.6% from RMB59.5 trillion to RMB90.0 trillion, while total
investments in property development in China grew at a CAGR of 6.9% over the same period.
Moreover, the residents’ purchasing power in China has also been increasing. From 2013 to 2018,
disposable income per capita in China grew from RMB18,311 to RMB28,228, representing a CAGR of
9.0%. As housing property has always been the focus of personal consumption and investment, its
market demand is also increasing as a result of the rising income level.

Rapid urbanization and growing demand for property in lower tier cities

From 2013 to 2018, urban population in China increased from 1,360.7 million to 1,395.4 million,
and the urbanization rate of China reached 59.6% by the end of 2018. With the acceleration of
urbanization process in China, the property development market still has enormous potential for growth.
Moreover, driven by growing individuals with strong purchasing power and rising property investments
in lower tier cities, the demand for new housing properties and commercial properties in those cities is
still high, thus leading the growth of property development industry.
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Guidance from national and local governments

In order to impel the sound development of the property development market, the authorities
timely adjust policies to balance supply and demand. From 2014 to the late 2016, guidance and policies
on property development industry have been focusing on stimulating consumption and destocking by, for
examples, series of national initiatives including the Beijing-Tianjin-Hebei Region integration strategy
and shantytown development, as well as local stimulus measures including tax reduction, removals of
housing purchase restrictions and financial aids to encourage the destocking of the property development
market.

Overview of the Property Development Industry in Hebei Province

From 2013 to 2018, total investments in property development in Hebei province increased from
RMB344.5 billion to RMB447.6 billion, representing a CAGR of 5.4%. The sufficient funds and
outstanding financing capabilities of local property development enterprises in Hebei province drove the
increase in total investments in property development industry in the past years. The table below sets out
certain statistics relating to different sectors of Hebei Province’s property market for the years indicated.

2013-2018
2013 2014 2015 2016 2017 2018 CAGR
(%)
Total investment in property
development (RMB billion) 344.5 406.0 428.5 469.6 482.4 447.6 5.4
Residential buildings 253.9 301.0 316.3 347.5 365.7 347.1 6.5
Non-residential buildings 90.6 105.0 112.2 122.1 116.7 100.5 2.1
Floor space of buildings completed
of enterprises (sq.m. million) 444 40.4 40.4 42.9 34.2 239 -11.7
Residential buildings 352 32.0 32.3 33.5 21.3 19.2 -11.4
Non-residential buildings 9.2 8.4 8.1 9.4 6.9 4.7 -12.6
Floor space of commercialized
buildings sold (sq.m. million) 56.8 57.1 58.5 66.8 64.3 52.5 -1.6
Residential buildings 50.2 50.2 51.6 59.0 55.8 47.1 -1.3
Non-residential buildings 6.6 6.9 6.9 7.8 8.5 5.4 -3.9
Average selling price of
commercialized buildings sold
(RMB/sq.m.)
Residential buildings 4,639.6 4,988.2 5,529.6 6,290.3 7,038.5 7,566.8 10.3
Non-residential buildings 6,870.3 6,169.3 7,465.8 7,552.7 8,281.2 8,701.4 4.8

Source: National Bureau of Statistics of China, Hebei Municipal Bureau of Statistics, Frost & Sullivan
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Overview of the Property Development Industry in Baoding and Zhangjiakou
Total investments in property development in Baoding and Zhangjiakou

From 2013 to 2018, total investments in property development in Baoding increased from
RMB29.2 billion to RMB51.2 billion, representing a CAGR of 11.9%. This was mainly driven by the
surge growth in housing demand and the price increase in key raw materials.

Total investments in property development in Zhangjiakou also witnessed a huge growth at a
CAGR of 11.0% during the historical period, of which total investments in residential buildings
increased notably at a CAGR of 15.9% from RMB13.6 billion in 2013 to RMB28.4 billion in 2018. The
table below sets out certain statistics relating to different sectors of Baoding and Zhangjiakou’s property
market for the years indicated.

2013-2018
2013 2014 2015 2016 2017 2018 CAGR
(%)
Total investment in property

development in Baoding (RMB
billion) 29.2 39.6 44.5 61.9 51.7 51.2 11.9
Residential buildings 25.9 33.9 37.0 50.7 40.9 41.2 9.7
Non-residential buildings 3.3 5.7 7.5 11.2 10.8 10.0 24.8

Average selling price of

commercialized buildings sold in

Baoding (RMB/sq.m.) 3,948.4 4,056.9 3,976.9 5,124.6 6,057.8 N/A N/A
Total investment in property

development in Zhangjiakou

(RMB billion) 19.9 17.6 21.2 32.6 39.1 33.6 11.0
Residential buildings 13.6 12.2 15.4 24.8 30.6 28.4 15.9
Non-residential buildings 6.3 5.4 5.8 7.8 8.5 5.2 -3.8

Average selling price of
commercialized buildings sold in
Zhangjiakou (RMB/sq.m.) 3,825.6 4,151.8 4,595.5 4,605.9 6,421.1 6,671.7 11.8

Source: Baoding Municipal Bureau of Statistics, Zhangjiakou Municipal Bureau of Statistics, Frost & Sullivan

Prices of key construction materials

Concrete and steel are two major raw materials used in the property development industry. Over
the period from 2013 to 2018, the average price of concrete has demonstrated an overall downtrend from
RMB336.0 in 2013 to RMB293.0 in 2015 per cubic meter. Due to the issue of excess production
capacity and decreasing demand from the downstream in iron and steel industry, the average price of
steel experienced a huge drop from 2013 to 2015. With the recovery in iron and steel industry, the
average price of steel largely rose from RMB2,290.0 in 2015 to RMB4,351.0 in 2018 each ton.
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The past several years witnessed a sharp rise in the overall labor cost in China. According to the
statistics from National Bureau of Statistics of the PRC, the average wages of the property development
industry in China increased from RMB51,000 in 2013 to RMB70,400 in 2018, representing a CAGR of
6.7%.

Average Price of Concrete and Steel, Average Annual Wage of Real Estate Industry,
2013-2018 2013-2018
CAGR 2013-2018 2013-2018
Steel 3.6% CAGR 6.7%
Concrete 1.2%
RMB 1 Annual wage
Steel: RMB/ton Concrete: RMB/sq.m. thousand Growth Growth rate (%)
— 1O
4,500 - 43510 80 - W 40
4,000 1 36400 3.952.0 70 65.5 69.3 M L 35
2.500 50 4 F25
2,000 - 40 + 20
1,500 - 301 b - 15
1,000 20 — 3% B8 ssa - 10
™~
500 -B36.0 357.0) 10 \\146% -5
4 0 = 1o

2013 2014 2015 2016 2017 2018j
0 Concrete B  Steel

2013 2014 2015 2016 2017 2018

Source: National Bureau of Statistics of the PRC, Frost & Sullivan
Competitive Landscape of Property Development Industry in Baoding, Zhuozhou and Zhangjiakou
Ranking of property development industry in Baoding

For the competitive landscape of the property development industry in Baoding, there were many
subsidiaries established by large property development groups such as China Fortune Land Development
Co., Ltd. and Risesun Holding Co., Ltd. Some construction groups also participated in the competition
of property development through their subsidiaries, such as Hebei Jianshe Construction Group Co., Ltd.
and Showland Group Ltd. In terms of sales revenue, the top 10 players in Baoding generated aggregated
sales revenue of RMB&.5 billion. Our Group ranked the seventh place with approximately RMBO.4
billion sales revenues in 2018.

_87 —



INDUSTRY OVERVIEW

Top 10 Real Estate Development Enterprises in Baoding, 2018

Rank Enterprise name

Company A
Company B
Company C
Company D
Company E
Company F
Our Group

Company G

0 XN R w D =

Company H

,_.
e

Company I

Source: Frost & Sullivan

Revenue
(RMB billion)

1.8
1.8
1.3
1.2
0.9
0.7
0.4
0.2
0.1
0.1

8.5

Note: The ranking of property development enterprises in Baoding only covers those enterprises registered in Baoding.

Company A was incorporated in 2002, with its headquarters located in Beijing.
residential real estate, commercial real estate, property services, etc.

Company B was incorporated in 1998, with its headquarters located in Beijing.
property development, industrial parks, etc.

Company C was incorporated in 1992, with its headquarters located in Hebei.
property development, etc.

Company D was incorporated in 1996, with its headquarters located in Hebei.
property development, property management, etc.

Company E was incorporated in 2008, with its headquarters located in Beijing.
property development, construction, etc.

Company F was incorporated in 2009, with its headquarters located in Hebei.
property development, property management, etc.

Company G was incorporated in 1996, with its headquarters located in Hebei.
property development, tourism, infrastructure development, etc.

Company H was incorporated in 2003, with its headquarters located in Hebei.
property development, international trade, and commerce, industry, etc.

Company I was incorporated in 1997, with its headquarters located in Hebei.
property development, construction, tourism, etc.
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Ranking of property development industry in Zhuozhou

For the competitive landscape of property development industry in Zhuozhou, total sales revenue
generated from top five market players was approximately RMB5.0 billion in 2018, among which many
companies were established by large property development groups in Hebei province. Our group ranked
the 4th place in the property development market in Zhuozhou by generating RMBO0.4 billion in terms of
revenue in 2018.

Top Five Real Estate Development Enterprises in Zhuozhou, 2018

Rank Enterprise name Revenue
(RMB billion)

1. Company A 1.8
2. Company B 1.8
3. Company E 0.9
4. Our Group 0.4
5. Company H 0.1
Total 5.0

Source: Frost & Sullivan

Note: The ranking of property development enterprises in Zhuozhou only covers those enterprises registered in Zhuozhou.
Property industry in Zhangjiakou

With respect to the competitive landscape of property development industry in Zhangjiakou, there
are many market incumbents established by leading national and regional property developers such as
Risesun Real Estate Development Holdings Co., Ltd. (5% b2 3% & I A B2 7)) and Zhangjiakou
Kaiyuan Shengshi Real Estate Development Co., Ltd. (3% 11 1 B o Bt 5 b 2 B 28 A7 BR 35428 7).
There are also numerous small-scale property developers which are deeply rooted in Zhangjiakou
increasingly scaling up their business with local resource advantages, such as land reserve and long-
standing government relationship.

Recent Home Purchase Restrictions in Major Cities Where our Group Has Operations and Land
Reserves

Baoding

In May 2017, Baoding Municipal People’s Government enacted Opinions on Reinforcing Property
Market Management, based on Opinions on Further Developing the Property Market Healthily enacted
by the People’s Government of Hebei Province, to maintain the property market steady, healthy and
sustainable, and to support the establishment of Xiong’an New Area. The opinions strictly restrict the
residents on home purchase. For example, local households with over two homes in city center and non-
local households with over one home in city center cannot purchase homes any more. In addition,
governments of all districts in Baoding set different limits on the number of homes that households can
hold. In Zhuozhou, non-local households can hold only one home. Local households can hold two
homes, and they have to pay more than 50% as down payment when they purchase the second one.
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Zhangjiakou

In May 2017, Zhangjiakou Municipal People’s Government enacted Opinions on Accelerating
Development of Housing Security and Supply to Promote the Stable and Healthy Development of the
Property Market. The policies aim to develop a well-established property market, including home
purchase restriction. For example, in city center, local households with one home and all non-local
households can only purchase one more home in city center. For local households with one home, the
percentage of down payment is much higher than those who purchase the first home.

THE CONSTRUCTION INDUSTRY
Overview of the Construction Industry in China

Attributed to the booming macro economy and large investment in fixed assets, the total output
value of construction in China registered a robust growth in the past few years, rising from
RMB16,036.6 billion in 2013 to RMB23,508.6 billion in 2018 at a CAGR of 8.0%. In 2015, due to the
arrival of “new normal” phase, the year-on-year growth rate of total output value of construction
demonstrated a decrease from 10.2% in 2014 to 2.3% in 2015.

Key Market Drivers of Construction Industry in China

Growing infrastructure investment, accelerating urbanization and implementation of the “Belt and
Road Initiative” jointly drive the development of construction industry in China.

° Growth in infrastructure investment: Over the past few decades, the sustained growth of
fixed asset investment has contributed to the development of China’s construction industry.
Despite this, there is still a gap between China and the developed countries. The “13™ Five-
Year Plan” proposes “accelerating the infrastructure construction in China including
transportation, water conservancy, energy facilities and other departments to further improve
the country’s basic public services level.” As such, the investment value in China is expected
to reach approximately RMB40 trillion and greatly promote the steady growth of China’s
construction industry.

° Acceleration of urbanization: According to the historical data from 2013 to 2018 by NBSC,
since 2013, an increase of 1% in urbanization rate has, on average, generated an increase of
3.4% in fixed assets investment. In 2018, the urbanization rate in China exceeded 59.0%, and
it is expected to reach 67.1% in 2023. Therefore, the increase of urbanization rate will
directly stimulate the demand for investment in fixed assets, thus driving the development of
the construction industry. In addition, the National New Urbanization Plan (2014-2020)
indicated that the government will put emphasis on the renovation projects of shantytowns,
urban villages and dilapidated buildings where about 100 million people live, which will also
bring certain demands to the construction industry.

° Implementation of the “Belt and Road Initiative”: The implementation of the “Belt and
Road Initiative” is expected to bring lots of benefits to the construction industry. The “Belt
and Road Initiative” is a development strategy involving infrastructure development and
investment in the area of ASEAN, South Asia, West Asia, Central Asia, North Africa, Central
and Eastern Europe, with a total population of 4.4 billion (about 63% of the world) and a
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total GDP of US$23.0 trillion (about 31% of the world). In 2018, the value of new contracts
of Chinese enterprises reached US$125.8 billion in related countries and regions. The “Belt
and Road Initiative” is expected to create many new export opportunities for China’s
construction industry. Therefore, we will explore the opportunities of cooperation with state-
owned construction companies as a sub-contractor to undertake overseas construction projects
promoted and endorsed by the implementation of the “Belt and Road Initiative”. We believe
such endeavor will enhance our corporate image, raise brand awareness as well as increase

our revenues and results of operations.
Overview of the Construction Industry in Hebei Province

From 2013 to 2018, the total output value of construction in Hebei province increased from
RMB524.5 billion in 2013 to RMB574.0 billion in 2018, representing a CAGR of 1.8%. Specifically, in
2015, the output value of construction decreased to RMB525.3 billion due to the excess of construction
capacity and the slowdown in the development of housing market that year.

The establishment of Xiong’an New Area is estimated to attract considerable amounts of capital
and to further accelerate the construction industry in Hebei. Moreover, the People’s Government of
Hebei Province announced that the total output value of construction in Hebei Province is targeted to
rise above RMB1,000.0 billion by 2025. Accordingly, from 2018 to 2023, the total output value of
construction in Hebei province is estimated to increase at a CAGR of 7.7%, higher than that of
construction in China, and reach RMB832.0 billion in 2023.

Total Output Value of Construction in Hebei (2013-2023E)

2013-2018 2018-2023E

RMB billion CAGR 1.8% 7.7%
900 . . 792.6 832.0 1 30%
Total Output Value of Construction 740.3 .
800 678.2 - 25%
700 ——  Growth 617.5 L 0%
565.6 3740
600 | 5045 626 553 5518 . - 15%
500 8% 9.2%
400 7.3% 7.6% 7.1% i) 10%
300 2.5% 1.5% 5%
200 - 0%
100 F-5%
0 -10%

2013 2014 2015 2016 2017 2018  2019E  2020E 2021E 2022E  2023E

Source: National Bureau of Statistics of the PRC, Frost & Sullivan
Overview of the Construction Industry in Baoding

From 2013 to 2018, the total output value of construction in Baoding City increased from
RMB101.0 billion in 2013 to RMB107.7 billion in 2018, representing a CAGR of 1.3% due to the
increasing urbanization rate and large investment in fixed assets. However, the output value of
construction in 2017 decreased by 5.0% than 2016 because of the slowdown in the development of

housing market in Baoding City that year.
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It is estimated that the establishment of Xiong’an New Area will attract considerable amount of
capital and to further accelerate the development of construction industry in Baoding City. Accordingly,
from 2018 to 2023, the total output value of construction in Baoding City is estimated to increase at a
CAGR of 4.3% and reach RMB133.2 billion in 2023.

Total Output Value of Construction in Baoding (2013-2023E)

2013-2018 2018-2023E

CAGR 1.3% 4.3%
RMB billion Total Output Value of Construction
150 ——  Growth ~30%
1201 1332

1129 1123 161 26 1183 124.0 - 25%

1o | 1O ’ : 103 1977 - F20%
11.8% L 15%

r10%

5.1% 4.8% 41% 329 | s

50

- 0%

F-5%
‘ -10%

2013 2014 2015 2016 2017 2018  2019E  2020E 2021E 2022E  2023E

Source: National Bureau of Statistics of the PRC, Frost & Sullivan
Overview of the Construction Industry in Zhangjiakou

From 2013 to 2018, the total output value of construction in Zhangjiakou City decreased from
RMB24.0 billion in 2013 to RMBI17.9 billion in 2018, representing a CAGR of -5.7% due to the
slowdown in the development of housing market and the house purchase restriction, which limited
people without local identity to purchase one house/apartment only. However, the total output value of
construction in Zhangjiakou is expected to increase in the future, as construction projects related with
the 2022 Beijing Winter Olympics, which will be held together in Beijing and Zhangjiakou, will drive
the expansion of the construction market. Accordingly, from 2018 to 2023, the total output value of
construction in Zhangjiakou City is estimated to increase at a CAGR of 4.8% and reach RMB22.7
billion in 2023.

Total Output Value of Construction in Zhangjiakou City (2013-2023E)

2013-2018 2018-2023E

CAGR -5.7% 4.8%
RMB billion —— Growth Growth rate
30 Total output value of construction r 30
4 240 - 25
25 232 211 22.0 22.7 L 20
20.5 20.0 18.8 19.9 :
20 18.0 17.9 : - 15
- 10
15 s
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2013 2014 2015 2016 2017 2018  2019E  2020E  2021E 2022E  2023E

Source: National Bureau of Statistics of China, Frost & Sullivan
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Competitive Landscape of Construction Industry in Baoding, Zhuozhou and Zhangjiakou
Ranking of construction industry in Baoding

The construction industry in China is highly fragmented. By December 31, 2018, there were
95,400 construction companies in China, of which 2,523 were in Hebei Province.

In 2018, Tianbao Group ranked the seventh in terms of revenue generated from construction
contracting business among private construction enterprises in Baoding City, which reached
RMB1,201.5 million.

Baoding City Top 10 Private Construction Enterprises in Terms of Revenue, 2018

Construction
Rank Company name revenue
(RMB million)

1. Company J 45,269.8
2. Company K 4,479.2
3. Company L 1,991.0
4. Company M 1,470.6
5. Company N 1,447.7
6. Company O 1,257.2
7. Tianbao Construction Group 1,201.5
8. Company P 177.7
9. Company Q 60.3
10. Company R 41.8

Source: Annual Report, Frost & Sullivan

Company J was incorporated in 1997, with its headquarters located in Hebei. It mainly operates
construction and real estate business.

Company K was incorporated in 1992, with its headquarters located in Hebei. It mainly operates
construction business.

Company L was incorporated in 2000, with its headquarters located in Beijing and Hebei. It mainly
operates construction and real estate business.

Company M was incorporated in 1994, with its headquarters located in Hebei. It mainly operates
construction and real estate business.

Company N was incorporated in 2009, with its headquarters located in Hebei. It mainly operates
construction business.

Company O was incorporated in 1974, with its headquarters located in Beijing and Hebei. It
mainly operates construction business.

Company P was incorporated in 1983, with its headquarters located in Hebei. It mainly operates
construction and real estate business.
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Company Q was incorporated in 2000, with its headquarters located in Hebei. It mainly operates
construction business.

Company R was incorporated in 2006, with its headquarters located in Hebei. It mainly operates
construction business.

Ranking of construction industry in Zhuozhou

In 2018, Tianbao Construction Group ranked the third in terms of revenue generated from
construction contracting business among both state-owned and private construction enterprises in
Zhuozhou City, which reached RMB1,201.5 million.

In 2018, Tianbao Construction Group ranked the first in terms of revenue generated from
construction contracting business among private construction enterprises in Zhuozhou City, which
reached RMB1,201.5 million.

Zhuozhou City Top Five Construction Enterprises in Terms of Revenue, 2018
Construction

Rank Company name Ownership revenue
(RMB million)

1. Company S State-owned 4,496.1
2. Company T State-owned 4,492.3
3. Tianbao Construction Group Private 1,201.5
4. Company U State-owned 1,059.7
5. Company Q Private 60.3

Source: Frost & Sullivan

Company S was incorporated in 1989, with its headquarters located in Hebei. It mainly operates
construction business.

Company T was incorporated in 1990, with its headquarters located in Hebei. It mainly operates
construction business.

Company U was incorporated in 1989, with its headquarters located in Hebei. It mainly operates
construction business.

Company Q was incorporated in 2000, with its headquarters located in Hebei. It mainly operates
construction business.

Ranking of construction industry in Zhangjiakou

The market landscape of construction industry in Zhangjiakou is relatively competitive. There were
121 construction enterprises registered in Zhangjiakou by the end of 2018, including both state-owned
and private enterprises. In 2018, Tianbao Construction Group ranked the tenth in terms of revenue
generated from construction business among private construction enterprises in Zhangjiakou City, which
reached RMB275.0 million.
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Zhangjiakou City Top 10 Private Construction Enterprises in Terms of Revenue, 2018

Construction

Rank Company name

Company V
Company W
Company X
Company Y
Company Z
Company AA
Company BB
Company CC

O ® NN A WD

Company DD

,_
e

Tianbao Construction Group
Source: Frost & Sullivan
Note:

i) The construction contracting revenue was generated from intersegment transactions.

Company V was incorporated in 2000, with its headquarters located in Zhangjiakou.

operates construction business.

Company W was incorporated in 2005, with its headquarters located in Zhangjiakou.

operates construction and installation business.

Company X was incorporated in 2002, with its headquarters located in Zhangjiakou.

operates construction business.

Company Y was incorporated in 2002, with its headquarters located in Zhangjiakou.

operates construction business.

Company Z was incorporated in 1997, with its headquarters located in Zhangjiakou.

operates construction business.

Company AA was incorporated in 2002, with its headquarters located in Zhangjiakou.

operates construction business.

Company BB was incorporated in 2007, with its headquarters located in Zhangjiakou.

operates construction business.

Company CC was incorporated in 2002, with its headquarters located in Zhangjiakou.

operates construction business.

Company DD was incorporated in 2002, with its headquarters located in Zhangjiakou.

operates construction business.
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REGULATIONS RELATING TO FOREIGN INVESTMENT

Under the Special Administrative Measures for Access of Foreign Investment (Negative List)
(2019 Edition) (FI 50 & A FE R A B il (& IV ) (20194F /L)) promulgated by the MOFCOM and
the NDRC on June 30, 2019 and became effective on July 30, 2019, property development and
construction contracting and design do not fall within the prohibited or restrictive list for access of
foreign investments.

Foreign investment in property development

On July 11, 2006, the MOHURD, the MOFCOM, the NDRC, the PBOC, the SAIC (%% /17

E A R)) and the SAFE jointly issued the Opinions on Regulating the Access and Administration of
Foreign Investment into the Real Estate Market (PBHiK#IR HIETH /M EWEAFE I E ) (the
“Opinions’’) which provides that: (i) a foreign institution or individual, when purchasing the not-for-
self-use in China, shall follow the principles of commercial presence, and, according to relevant
regulations in respect of foreign investment in property, apply for establishing a foreign investment
enterprise. After ratified and registered by relevant departments, an overseas institution or individual
may engage in the related business in accordance with the approved business scope; (ii) the registered
capital of foreign-invested property enterprises with the total investment amount exceeding or equal to
US$10 million shall be no less than 50% of their total investment; (iii) foreign-invested property
enterprises can apply for renewing the official foreign-invested enterprise approval certificate and
business license with an operation term of one year only after they have paid back all the land premium
and obtained the state-owned land use rights certificate; (iv) with respect to equity transfer and project
transfer of a foreign-invested property enterprise and the merger and acquisition of a domestic property
enterprise by an overseas investor, the department in charge of commerce and other departments shall
conduct examination and approval in strict compliance with the provisions of the relevant laws,
regulations, and policies.

On August 19, 2015, the MOHURD, the MOFCOM, the NDRC, the PBOC, the SAIC and the
SAFE jointly promulgated the Circular on Adjusting the Policies Concerning the Access and
Administration of Foreign Investment into the Real Estate Market (B #%E 55 b 17 5 21 & HE AR
A BSR4 A) (the “Circular”). Pursuant to the Circular, the ratio of registered capital to total
investment of foreign invested property companies shall be subject to the Tentative Regulations of the
SAIC on the Proportion of the Registered Capital to the Total Amount of Investment of Sino-foreign
Equity Joint Ventures (2% L RAT BUE HLAR R BH A b A5 B S8 1 6 5 Mt B AR BB AR LU 1 A B A7
¥ 7E) that a foreign invested property company must fully pay its registered capital before applying for
domestic or foreign loans, or settlement of foreign exchange loans has been canceled.

Foreign investment in construction contracting and design

According to the Regulations on Construction Enterprises with Foreign Investment (¥}p 4% & & 5¢
A M E) which was jointly promulgated by the MOHURD, and the Ministry of Foreign Trade
and Economic Cooperation (¥4} 57 %775 & VE#) on September 27, 2002 and effective from December
1, 2002, a foreign investor who wishes to establish construction enterprises with foreign investment
within China and engage in construction activities, must obtain the approval certificate for foreign-
invested enterprise from the competent administrative agencies for foreign trade and economic activities,
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go through the registration at the SAIC or the authorized local industrial and commercial bureaus and
obtain the aptitude certificate for construction enterprise from competent construction department. Only
the following kinds of projects shall be within the business scope of wholly-foreign owned construction
enterprises according to their aptitude class: (i) foreign-invested and/or foreign-granted projects; (ii)
projects subsidized by foreign financial institutions and awarded by international tender according to
financing provisions; (iii) sino-foreign cooperation projects where the foreign investment is not less than
50%, or where the foreign investment is less than 50% but approved by the relevant PRC construction
authority that it is unable to execute independently by PRC construction enterprise due to technical
difficulty; and (iv) joint contracting is allowable for the domestic-invested and sino-foreign cooperation
projects where it had been approved by the relevant PRC construction authority that it is unable to
execute independently by PRC construction enterprise due to technical difficulty. The investment of the
Chinese investor of sino-foreign equity construction joint ventures must comprise at least 25% of the
registered capital. Meanwhile, sino-foreign equity construction joint ventures should contract projects
within the authorized scope corresponding to its aptitude class. The construction departments of
provinces, autonomous regions, and municipalities directly under the administration of the Central
Government shall be in charge of the aptitude management within their respective administrative region
according to these regulations.

QUALIFICATIONS
Qualifications for property developers

In accordance with the Law of the People’s Republic of China on Urban Real Estate
Administration (93 A R I E Ik 7 55 7E 4 FEE) (the “Urban Real Estate Law”) (promulgated on
July 5, 1994, revised on August 30, 2007 and amended on August 27, 2009) and the Regulations on
Administration of Development and Operation of Urban Property (3l 5 Hi 7 BH %% 2825 & B f51]) (the
“Development Regulations”) (promulgated and implemented on July 20, 1998 by the State Council,
revised on January 8, 2011 and last amended on March 24, 2019), a property development enterprise
shall, within 30 days starting from the date of obtainment of the business license, file the relevant
documents with the competent department of property development of the place where the registration
authority is located. The competent department of property development shall, on the basis of the assets,
specialized technical personnel and development and management achievements, verify the level of
qualification of the property development enterprise in question. The property development enterprise
shall, in accordance with the verified level of qualification, undertake corresponding property
development projects. Relevant specific rules may be formulated by the competent administrative
department of construction of the State Council.

Pursuant to the Regulations on Administration of Qualification of Real Estate Development
Enterprises (55 17 Bl 5 (> £ & HBI ) (the “Circular 77”) which was promulgated on November
16, 1993, and was last amended on December 22, 2018, enterprises engaged in property development are
classified into four qualification levels: Level I, Level II, Level III and Level IV in accordance with
their experience of property development business, construction quality, the professional personnel they
employ, and quality control system etc. Enterprises of various qualification levels shall engage in
property development and management within the prescribed scope of business and shall not undertake
tasks by passing their own levels. A Level I property developer may undertake a property development
projects throughout the country without any limit on the scale of the project. A property developer of

97 —



REGULATORY OVERVIEW

Level II or lower may undertake a project with a GFA of less than 250,000 square meters and the
specific scopes of business shall be as formulated by the construction authority under the people’s
government of the relevant province, autonomous region or municipality.

For a newly established property developer, after it reports its establishment to the property
development authority, the latter shall issue the Provisional Qualification Certificate (4 & &'E#53) to
the eligible developer within 30 days. The Provisional Qualification Certificate is effective for 1 year
from its issuance while the property development authority may extend the validity to a period of no
longer than two years considering the actual business situation of the enterprise. The property developer
shall apply for qualification classification by the property development authority within 1 month before
the expiry of the Provisional Qualification Certificate.

Qualifications for construction contracting

The Construction Law of the PRC ("3 AN RILFE EEE1E) issued on April 22, 2011 and last
amended on April 23, 2019, the Provisions on the Administration of Qualifications of Enterprises in the
Construction Industry (ZE5EEAMEEEEMHBIE), Qualification Standards of Construction Enterprises
(EFEEMEEENME), the Implementing Measures of Premium Class Qualification Standards for
General Construction Contractors (Jifi 'L 487K £ 1> 3£ K530 & B ME B i 1%, the Construction Enterprise
Qualification Management Regulations and the Implementation of Quality Standards (%25 {25 &R
HRR E FH B AR YE B a3 L), together with other regulations stipulate the application requirements and
the scope of contracting enterprises of construction. Construction enterprises shall comply with the
aforesaid regulations and apply for relevant qualifications accordingly to engage in the construction
contracting business. Qualifications for construction enterprises are categorized into three groups,
namely, general construction contracting, specialized subcontracting and labor subcontracting. The
general construction contracting qualification is generally divided into four classes, namely, the premium
class, the first class, the second class and the third class. The specialized subcontracting qualification is
divided into three classes, namely, the first class, the second class and the third class. The Qualification
Standards of Construction Enterprises (Z5E3EAR3EEBIEYE) sets forth detailed provisions on the
requirements for each type and class of qualification mentioned above and the premium class
qualification standards are prescribed separately in the Premium Class Standards.

Enterprises holding the Premium Class Certificate may undertake all grades of general contracting
for construction and design and carry out the business of general contracting for engineering and project
management in accordance with the scope of the qualification. Enterprises holding the qualification for
general construction contracting work may undertake construction project management services in
accordance with the scope of the qualification. Such enterprises may undertake all aspects of the
construction works themselves, or subcontract non-essential construction works, namely, not the
construction of the main structure of the construction program to subcontracting enterprises. Such
enterprises may also hire labor subcontracting agents to carry out the construction work. Construction
work should be subcontracted to subcontracting enterprises with relevant qualifications, and labor work
should be subcontracted to labor subcontracting agents with relevant qualifications. Enterprises holding
subcontracting certificates may undertake projects subcontracted from a general construction contractor
in compliance with relevant regulations. An enterprise that has obtained subcontracting certifications
should undertake the entire subcontracting project itself but a subcontracting enterprise may subcontract
any labor work to labor subcontracting agents with relevant qualifications in accordance with relevant
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PRC laws and regulations. If the construction enterprise needs to continue to use qualification
certificates after the period of validity expires, an application for renewal shall be made within three
months before the expiration.

Qualifications for construction design

Pursuant to the Regulations on the Administration of Survey and Design of Construction Projects
(LA FHE HA% B)) issued on September 25, 2000 and last amended on October 7, 2017, and
the Provisions on the Administration of Qualifications for Survey and Design of Construction Projects
CER TR T E A M E), the PRC Government has implemented a system of qualification
administration for enterprises engaged in construction design. Enterprises engaged in construction design
shall apply for certifications before they undertake construction design activities.

Construction design certifications are classified into four types. The four types are comprehensive
construction design certifications, industry-specific construction design certifications, specialty
construction design certifications, and specific construction design certifications. Grade A is the only
level for the comprehensive construction design certification. Industry-specific construction design
certifications, specialty construction design certifications and specific construction design certifications
are generally categorized into Grade A and Grade B. Depending on the nature and technical
characteristics of the relevant construction engineering projects, there may be an additional Grade C
category for certain industry-specific and specific construction design certifications, and an additional
Grade C and D category for specialty construction design certifications.

The scope of work that enterprises are allowed to provide depends on the specific type and grade
of their certificates. The Qualification Standards of Construction Design (LR RHE B AREYE), sets forth
detailed provisions on application requirements of each type and grade mentioned above. Pursuant to the
Provisions on the Administration of Qualifications for Survey and Design of Construction Projects, an
enterprise shall submit an application to the original licensing department for renewal of registration
within 60 days before the expiration date.

ADMINISTRATION OF TENDER AND BID

According to the Construction Law of the PRC and the Tender and Bidding Law of the PRC ("%
N RSN B FRAR AR, ) issued on August 30, 1999 and last amended on December 27, 2017, tender is
required for the survey, design, construction and supervision of projects in China, including projects
involving large-scale infrastructure and public utility relating to public interest and safety, projects
entirely or partially financed by state-owned funds or loans by the State and projects financed by loans
and financial aid from international organizations or foreign governments. The bid winner may,
according to the provisions of the contract or the consent of the project owner, subcontract non-vital
parts of the project.

The Provisions on Construction Projects Which Must Be Subject to Bidding (A ZE# R THAEIHH
#i7E) and the Administrative Measures of Tender and Bidding for Construction of Buildings and Public
Infrastructures (5 J= & 58 H1 T BCEE AfE B it T RE it TR AR A BEH#Y% ) define the scope of construction
projects which shall be subject to bidding and provide the specific requirements for bidding. The

Provisions on Tender and Bidding of Survey and Design of Construction Project (T2 ###IH H Hi% sk
FHAEBLAE D), the Provisions on Tender and Bidding of Construction Projects (L2 & 7% H H jifi T.43
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AL, the Regulation on the Implementation of the Tender and Bidding Law of the PRC (13 A
B A B 43 A AR A VL B W /% 1)) and relevant specific provisions specify the requirements and procedures
for bidding.

CONSTRUCTION PROJECT QUALITY

Pursuant to the Administrative Regulations on Construction Project Quality (ZE&¢ T.FE & & Mk
f5]), which was promulgated and effective on January 30, 2000, and was latest amended on April 23,
2019, construction enterprises shall be responsible for the quality of their construction works. The main
contractor of a construction project shall be responsible for the quality of the whole project. If the main
contractor subcontracts construction works to a subcontractor, the subcontractor shall be liable to the
main contractor for the quality of the subcontracted works in accordance with the contract between
them, and the main contractor and subcontractor shall be jointly and severally liable to the owner for the
quality of the subcontracted works.

LAND USE RIGHTS FOR PROPERTY DEVELOPMENT

On April 12, 1988, the NPC passed an amendment to the Constitution of the PRC (H % A R LAl
[ % %). The amendment allowed the transfer of land use rights for value to prepare for reforms of the
legal regime governing the use of land and transfer of land use rights. On December 29, 1988, the
Standing Committee of the NPC also amended the Land Administration Law of the PRC (H# A [ ILHI
B + Hi %) to permit the transfer of land use rights for value.

On May 19, 1990, the State Council enacted the Provisional Regulations of the PRC Concerning
the Grant and Transfer of the Right to Use State-owned Land in Urban Areas (4% A R A0 5] 3k S5 50 4
- b 5 RE RN B BT AT/ 91). These regulations, generally referred to as the Urban Land
Regulations, formalized the process of the grant and transfer of land use rights for value. A land user
shall pay land premium to the State as consideration for the grant of the right to use a land site within a
certain term, and the land user may transfer, lease out, mortgage or otherwise commercially exploit the
land use rights within the term of use. After full payment of the land premium, the land user shall
register with the land administration authority and obtain a land use rights certificate, which certifies the
acquisition of land use rights.

Under the Regulations on the Grant of State-Owned Land Use Right through Tender, Auction or
Listing-for-Sale (¥4 2 9 th F B A7 - b I HERRL2E), issued by the MLR on May 9, 2002 and
implemented on July 1, 2002 and revised on September 28, 2007 with the name of Regulations on the
Grant of State-Owned Construction Land Use Right through Tender, Auction and Listing-for-Sale (FH1%
FHE MG R A S Mo FAMERT %€ ) (the “Land Grant Regulations”) which became effective on
November 1, 2007, the Land Grant Regulations specifically provide that land to be used for industrial,
commercial, tourism, entertainment or commodity residential purposes, or where there are two or more
intended users for a certain piece of land, shall be granted by way of tender, auction or listing-for-sale
processes. A number of measures are provided by the Land Grant Regulations to ensure such grant of
land use rights for commercial purposes is conducted openly and fairly.
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On June 11, 2003, the MLR promulgated the Regulations on Grant of State-Owned Land Use
Rights by Agreement (it B A7 - Hu i FAHERLE) which became effective on August 1, 2003, to
regulate granting of land use rights by agreement when there is only one applicant interested in the land
and the designated uses of which are other than for commercial purposes as described above.

According to the Circular on the Distribution of the Catalog for Restricted Land Use Projects
(2012 Edition) and the Catalog for Prohibited Land Use Projects (2012 Edition) (B~ E % (R i I8
H HEkQ0124E4)) F1 (EEIEHH#IEH H #%(20124E4)) HYH) promulgated by the MLR and NDRC
in May 2012, the granted area of the residential housing projects should not exceed (i) seven hectares
for small cities and towns, (ii) 14 hectares for medium-sized cities, or (iii) and 20 hectares for large
cities and the plot ratio shall not be lower than 1.0.

The Measures on the Administration of Land Reservation (1 fi#5% B H#7%), promulgated by the
MLR, the MOF, the PBOC and the CBRC on January 3, 2018, define “Land Reservation” and stipulate
the administrative, regulatory and implementing procedures involved with the planning, the storage
standard, prophase development, management and protection, supply and fund management and the
regulatory responsibility of reserved land.

DEVELOPMENT OF PROPERTY PROJECTS
Commencement of property development projects

According to the Urban Real Estate Law, those who have obtained the right of land use by way of
grant for property development must develop the land in accordance with the land use and the
construction period as prescribed in the grant contract. Pursuant to the Measures on Disposal of Idle
Land (P& 10L& B HFL), which was promulgated on April 28, 1999 by the MLR and revised on June
1, 2012, land can be defined as idle land under any of the following circumstances:

° development and construction of the state-owned construction land is not commenced after
one year of the prescribed time limit in the land use right grant contract or allocation
decision; or

° the development and construction of the state-owned construction land has been commenced
but the area of the development and construction that has been commenced is less than one-
third of the total area to be developed and constructed or the invested amount is less than
25% of the total amount of investment, and the development and construction have been
continuously suspended for one year or more without an approval.

When the development has not started one year later than the date for starting the development as
prescribed by the land use right grant contract, an idle land fee no more than 20% of the land grant
premium may be collected and when the development has not started two years later, the right to use the
land may be confiscated without any compensation, except that the delays are caused by force majeure
or the activities of government.

Where the delay of commencement of development is caused by the government’s behavior or due
to the force majeure such as natural disasters, the land administrative authorities shall discuss with the
holder of state-owned construction land use rights and choose the methods for disposal in accordance
with the Measures on Disposal of Idle Land.
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Planning of property projects

Under the Regulations on Planning Administration regarding Granting and Transfer of State-
Owned Land Use Right in Urban Area (3117 B4 + b {7 FIHE 1 SR i 45 1) 25 B I ) promulgated by
the MOHURD in December 1992 and amended in January 2011, a property developer shall apply for a
construction land planning permit (£ #% i #uK# 57 7] 3) from the municipal planning authority. After
obtaining the construction land planning permit, the property developer shall conduct all necessary
planning and design works in accordance with relevant planning and design requirements. A planning
and design proposal in respect of the property project shall be submitted to the municipal planning
authority in compliance with the requirements and procedures under the Urban and Rural Planning Law
of the PRC (3 A R I A0 B 3 40 57 #172:), which was issued on October 28, 2007 and last amended on
April 23, 2019, and a construction work planning permit (ZE& LEEBIFIFF A7) from the municipal
planning authority should be obtained.

Construction work commencement permit

The property developer shall apply for a construction work commencement permit (25 T#2 s T.
#F AT #) from the relevant construction authority in accordance with the Regulations on Administration
Regarding Permission for Commencement of Construction Works (#:5E TR 17 o] 4 HHFL)
promulgated by the MOHURD on October 15, 1999, amended on July 4, 2001, revised on June 25,
2014 and further revised on September 28, 2018 by MOHURD.

Acceptance and examination upon completion of property projects

Pursuant to the Regulations on Administration of Development and Operation of Urban Real Estate
Gk TT 55 M 2 PR 9% 488 & B ) promulgated by the State Council on July 20, 1998, amended on
January 8, 2011, and then revised respectively on March 19, 2018 and March 24, 2019, the
Administrative Measures for Reporting Details Regarding Acceptance Examination upon Completion of
Buildings and Municipal Infrastructure (/5 /& 5 Ty B B a% il L7 0 T8 O 22 57 SR AR
promulgated by the Ministry of Construction on April 4, 2000 and amended on October 19, 2009 and
the Provisions on Acceptance Examination upon Completion of Buildings and Municipal Infrastructure
(5 B R R0 T B AL A % it TR TBR i E) promulgated and implemented by the MOHURD on
December 2, 2013, upon the completion of property development project, the construction enterprise
shall organize construction completion acceptance examination conducted by competent institutions,
after passing which the construction enterprise shall file with the competent department of construction
of local people’s government at or above county level, where the project is located, to obtain the Filing
Form for Acceptance and Examination upon Completion of Construction Project. A property project
shall not be delivered before passing the acceptance examination.

- 102 -



REGULATORY OVERVIEW

PROPERTY TRANSFER AND SALE
Pre-sale of commodity properties

According to the Measures for Administration of Pre-sale of Commodity Buildings (&1 ¥ i 5 78
EEHHEE) (the “Pre-sale Measures”) promulgated by the MOHURD on November 15, 1994 and
amended on August 15, 2001 and July 20, 2004 respectively, any pre-sale of commodity buildings is
subject to specified procedures. If a property development enterprise intends to sell commodity buildings
in advance, it shall apply to the property administrative authority to obtain a pre-sales permit. Under the
Pre-sales Measures and the Urban Real Estate Law, the pre-sale proceeds of commodity buildings shall
be used to fund the construction of the relevant projects.

According to the Baoding municipal Regulating Measures on Funds of Pre-sale of Commodity
Buildings (Ff 2 T /i i 5 78 & & & B2 F%), Yuxian county Implementation Measures on Funds of Pre-
sale of Newly Built Commodity Buildings (B2 i )5 HE &4 BE Ei#H%), the Forwarding
Notice of the Office of Zhangbei County People’s Government about Zhangjiakou municipal Regulating
Measures on Funds of Pre-sale of Newly Built Commodity Buildings (3AUHR A B BURF HEA 25 B i g
CIRZ T B 22 i il s TE B B ) AU ) and the Notice of Zhuozhou Municipal Housing and
Urban-Rural Development Bureau on Implementation of the Regulating Measures on the funds of Pre-
sale (WM TR BREDEE CFmE S EeBEE ML) B A, promulgated by the Baoding
Municipal People’s Government Office, Yuxian County People’s Government Office, Zhangbei County
People’s Government Office and Zhuozhou Municipal Housing and Urban-Rural Development Bureau
separately, all the funds of the pre-sale of the commodity buildings should be deposited with the
regulating bank account and supervised by the regulatory authorities, which ensures all the funds will be
used for the purpose of construction of the commodity building programs. The pre-sale funds could be
allocated in accordance with the construction schedule, while there should be enough funds guaranteeing
the delivery of the construction programs and the specific regulating measures should be promulgated
and carried out by the local authorities. The regulating period counts from the day on which the pre-sale
permit got obtained, to the day when the building completed its first registration/acceptance
examination. The property development enterprises or the pre-sale enterprises should open the
regulating bank account of the pre-sale funds of commodity buildings and sign relevant regulatory
agreements with the bank. All the pre-sale funds should be deposited with the regulating bank account,
and the property development enterprises or the pre-sale enterprises may not collect the payment for the
property directly, which violates the relevant regulations. The property development enterprises or the
pre-sale enterprises may use the pre-sale funds accordingly, once the regulatory authorities approve the
relevant applications, thereafter the regulating bank may allocate the funds in accordance with the
approved opinions.
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Sales after completion of commodity properties

Under the Measures for Administration of Sale of Commodity Properties (7 &h /7 84 85 5 FLHEL)
(the ““Sale Measures”) promulgated by MOHURD on April 4, 2001 and became effective on June 1,
2001, commodity properties may be put to post-completion sale only when the following preconditions
have been satisfied: (1) the property development enterprise offering to sell the post-completion
buildings shall have an enterprise legal person business license and a qualification certificate of a
property developer; (2) the enterprise has obtained a land use rights certificate or other approval
documents of land use; (3) the enterprise has obtained the construction project planning permit and the
construction work commencement permits; (4) the commodity properties have been completed and been
inspected and accepted as qualified; (5) the relocation of the original residents has been well settled; (6)
the supplementary essential facilities for supplying water, electricity, heating, gas and communication
have been made ready for use, and other supplementary essential facilities and public facilities have
been made ready for use, or the schedule of construction and delivery date have been specified; and (7)
the property management plan has been completed.

The Provisions on Sales of Commodity Properties at Clearly Marked Price (P hh /5 818 ISR (E
K1) (the “Provisions”) was promulgated by the NDRC on March 16, 2011 and became effective on
May 1, 2011. According to the Provisions, any property developer or property agency is required to
mark the selling price explicitly and clearly for both newly-built and second-hand commodity properties.

Mortgage of properties

The mortgage of property in China is mainly governed by the Property Rights Law of the PRC ('
#E N RALF B #ETS), the Guarantee Law of the PRC ("3 A\ RILFIEHE f7%), and the Measures for
Administration of Mortgages of Urban Real Estate (3 5 b2 #iiH#7 4 P, According to these laws
and regulations, land use rights, the buildings and other attachments on the ground may be mortgaged.
When a mortgage is created on the ownership of a building legally obtained, a mortgage shall be
simultaneously created on the land use right of the land on which the building is situated. The mortgagor
and the mortgagee shall sign a mortgage contract in writing. A system has been adopted to register the
mortgages of property. After a property mortgage contract has been signed, the parties to the mortgage
shall register the mortgage with the property administration authority at the location where the property
is situated. If a mortgage is created on the property in respect of which a property ownership certificate
has been obtained legally, the registration authority shall make an entry under the “third party rights”
item on the original property ownership certificate and issue a Certificate of Third Party Rights to a
Building (5 EMIEHERE) to the mortgagee.

Lease of properties

Both the Urban Land Regulations and the Urban Real Estate Law permit the leasing of granted
land use rights and of the buildings or houses erected on the land. On December 1, 2010, the MOHURD
promulgated the Administrative Measures for Commodity House Leasing (7 i 5 & & & BLHFE) (the
“New Lease Measures’’), which became effective on February 1, 2011, and replaces the Administrative
Measures for Urban House Leasing (ki[5 EflE & HHFL). Pursuant to the New Lease Measures,
parties thereto shall register and file with the local property administration authority within thirty days
after the execution of lease contract. Non-compliance with such registration and filing requirements shall
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be subject to fines up to RMB10,000. According to the Urban Real Estate Law, part of the rental income
derived from any building situated on allocated land, or land which the landlord has acquired only
allocated land use rights, shall be turned over to the State.

PROPERTY REGISTRATION

The Interim Regulations on Real Estate Registration (/NH)j & &5 17 fl), promulgated by the
State Council on November 24, 2014, became effective on March 1, 2015 and then amended on March
24, 2019, and the Implementing Rules of the Interim Regulations on Real Estate Registration (/) %
FOEATIRBIE MEAN HI) promulgated by the MLR on and effective from January 1, 2016, provide that,
among other things, the State implements a uniform property registration system and the registration of
property shall be strictly managed and shall be carried out in a stable and continuous manner that
provides convenience for the people.

PROPERTY FINANCING
Loans to property development enterprises

On August 30, 2004, the CBRC issued a Guideline for Commercial Banks on Risks of Real Estate
Loans (i 3E8R1T 55 Mo B 3R FR & FEF8 51). According to this guideline, no loans shall be granted to
projects which have not obtained requisite land use rights certificates, construction land planning
permits, construction works planning permits and construction work commencement permits. The
guideline also stipulated that bank loans shall only be extended to property developer who applied for
loans and contributed not less than 35% of the total investment of the property development project by
its own capital. In addition, the guideline provides that commercial banks shall set up strict approval
systems for granting loans.

On July 29, 2008, the PBOC and the CBRC issued the Notice on Financially Promoting the Land
Saving and Efficient Use (P < Fllfie #E £ 4 4 40 1 Hi /) 48 1), which, among other things,

° prohibits commercial banks from granting loans to property developers for the purpose of
paying land grant premiums;

° provides that, for secured loans for land reserve, legal land use rights certificates shall be
obtained, that the loan mortgage ratio shall not exceed 70% of the appraised value of the
collateral, and that the term of loan shall be no more than two years in principle;

° provides that for the property developer who (i) delays the commencement of development
date specified in the land grant agreement for more than one year, (ii) has not completed one-
third of the intended project, or (iii) has not invested one-fourth of the intended total project
investment, loans shall be granted or extended prudently;

° prohibits granting loans to the property developer whose land has been idle for more than two
years; and

° prohibits taking idle land as a security for loans.
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On September 29, 2010, the PBOC and the CBRC jointly issued the Notice on Relevant Issues
Regarding the Improvement of Differential Mortgage Loan Policies (B2 5¢ %% 2= BI{L AT 5 {5 & BUR A B
filRE 1) 78 1), which prohibits the grant of new project bank loans or extension of credit facilities for all
property development companies with non-compliance records regarding, among other things, holding
idle land, changing the land use to that outside the scope of the designated purpose, postponing
construction commencement or completion, or hoarding properties.

Trust financing

On March 1, 2007, The Measures for Administration of Trust Companies ({5 sE2 7 & HHFL),
which was promulgated by the CBRC on January 23, 2007, came into effect. For the purposes of these
measures, “Trust Financing Company” shall mean any financial institution established pursuant to the
PRC Company Law and these Measures, and that primarily engages in trust activities.

From October 2008 to November 2010, the CBRC issued several regulatory notices in relation to
property activities conducted by Trust Financing Companies, including a Circular on Relevant Matters
Regarding Strengthening the Supervision of the Real Estate and Securities Businesses of Trust
Companies (BAAMNEAE T A5 HhrE ~ 78 05 3605 B 4 A BA B LAY % A1), promulgated by the CBRC on
October 28, 2008 and became effective on the same date, pursuant to which Trust Financing Companies
are restricted from providing trust loans, in form or in nature, to property projects that have not obtained
the requisite land use rights certificates, construction land planning permits, construction work planning
permits and construction work commencement permits and the property projects of which less than 35%
of the total investment is funded by the property developers’ own capital (the 35% requirement was
changed to 20% for affordable housing and ordinary commodity apartments, and to 30% for other
property projects as provided by the Notice on Adjusting the Capital Ratio of Fixed Assets Investment
Projects ([ 7w % [ 2 & 7 # G TH H & A 4 L7978 %) issued by the State Council on May 25, 2009).
The qualification of the property development enterprises applying for trust loans could not be lower
than Level II.

On November 22, 2017, the CBRC issued the Circular on Regulating the Bank-Trust Business (
(2] 1% B 2 B 7 KA A ER 5 I SE S 18 ), which provides that trust financing companies and commercial
banks shall conduct the business within the limitation of relevant laws and regulations, and the trust
funds may not be delivered illegally into restricted or prohibited areas including property development.

Housing loans to individual buyers

On April 17, 2010, the State Council issued the Notice on Strictly Restraining the Excessive
Growth of the Property Prices in Some Cities (A B2 PR il #573 dok 7 5 80 HR_E R AY 8 0, pursuant
to which, a stricter differential housing credit policy shall be enforced. It provides that, among other
things, (i) for a family member who is a first-time home buyer (including the debtors, their spouses and
their juvenile children, similarly hereinafter) of the apartment with a GFA more than 90 sq.m., a
minimum 30% down payment shall be paid; (ii) for a family who applies loans for its second house, the
down payment requirement is raised to at least 50% and also provides that the applicable mortgage rate
must be at least 1.1 times of that of the corresponding benchmark interest rate over the same
corresponding period published by the PBOC; and (iii) for those who purchase three or more houses,
even higher requirements on both down payments and interest rates shall be levied. In addition, the
banks may suspend housing loans to third or more home buyers in places where house prices rise
excessively rapidly and high and housing supply is insufficient.
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The Notice on Certain Matters Concerning Individual Housing Loan Policies (B E AT F &3
B AT B T4 %8 %) promulgated by PBOC, MOHURD and CBRC on March 30, 2015 and became
effective on the same date provides that where a household, which has already owned a house and has
not paid off the relevant housing loan, applies for another commercial personal housing loan to purchase
another ordinary housing property for the purpose of improving living conditions, the minimum down
payment is adjusted to 40% of the property price. The actual down payment ratio and loan interest rate
should be determined by the banking financial institution concerned based on the borrower’s credit
record and financial condition. For working households that have contributed to the housing provident
fund, when they use the housing provident fund loans to purchase an ordinary residential house as their
first home, the minimum down payment shall be 20% of the house price; for working households that
have contributed to the housing provident fund and that have already owned a home and have paid off
the corresponding home loans, when they apply for the housing provident fund loans for the purchase of
an ordinary residential house as their second property to improve their housing conditions, the minimum
down payment shall be 30% of the property price.

The Notice of the People’s Bank of China and the China Banking Regulatory Commission on
Further Improving Differentiated Housing Credit Lending Policies (B #E— 52 & 2= fl b 5 15 BB
KA BN A issued by PBOC and CBRC on September 24, 2015, provides that in cities that
control measures on property purchase are not imposed, where a household applies for the commercial
personal housing loan to purchase its first ordinary housing property, the minimum down payment shall
be adjusted to 25% of the house price. The minimum down payment ratio for the commercial personal
housing loan of each city will be independently determined by each provincial pricing self-disciplinary
mechanism of market interest based on the actual situation of each city under the guidance of PBOC and
the CBRC local office.

The Notice on Adjustments in Respect of Certain Matters Concerning Individual Housing Loan
Policies (B a8 A\ AL 55 B 3 BUOR AT B Y% 1), promulgated by PBOC and CBRC on February
1, 2016, provides that in the cities that control measures on property purchase are not imposed, where a
household applies for the commercial personal housing loan to purchase its first ordinary housing
property, the minimum down payment, in principle, shall be 25% of the property price and each city
could adjust such ratio downwards by 5%; and where a household which has already owned a house and
has not paid off the relevant housing loan, applies for another commercial personal housing loan to
purchase another ordinary housing property for the purpose of improving living conditions, the minimum
down payment is adjusted to 30% of the property price. In the cities that control measures on property
purchase are imposed, the individual housing loan policies shall be adopted in accordance with the
original regulations. The actual down payment ratio and loan interest rate shall be determined reasonably
by the banking financial institutions based on the requirements of minimum down payment ratio
determined by provincial pricing self-disciplinary mechanism of market interest, the loan-issuance
policies and the risk control for commercial personal housing loan adopted by such banking financial
institutions and other factors such as the borrower’s credit record and capacity of repayment.
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ENVIRONMENTAL PROTECTION

The laws and regulations governing the environmental requirements for the construction industry
property development in China include the Environmental Protection Law of the PRC (H#E A &3t A1 5]
IRIG PR 7#7%), the Prevention and Control of Atmospheric Pollution Law of the PRC (H % A R A1 K
KI5 9B 1R %), the Prevention and Control of Water Pollution Law of the PRC (" #E A R ILAN B /K 75 Y2
Biiif1i%), the Prevention and Control of Environmental Pollution by Solid Waste Law of the PRC (%
N R L [0 [ B 8% 4 75 YL BR B2 B 7R 75, the Construction Law of the PRC (FH#E A R ILHIE #5E7%), the
Prevention and Control of Noise Pollution Law of the PRC (" 3E A & A0 [ B3 3% W i y5 L 75 7%, the
Environmental Impact Assessment Law of the PRC (H'3E A R I E 3R 35 52 2 5EAE %), the
Administrative Regulations on Environmental Protection for Development Projects (% &¢JH H BR 5% R
EHGA]) and the Administrative Regulations on Environmental Protection for Acceptance Examination
Upon Completion of Buildings (#sMH H & TH (RIS BEEE). Pursuant to these laws and
regulations, depending on the impact of the project on the environment, an environmental impact study
report, an environmental impact analysis table or an environmental impact registration form shall be
submitted by a developer before the relevant authorities will grant approval for the commencement of
construction of the property development. In addition, upon completion of the property development, the
relevant environmental authorities will also inspect the property to ensure compliance with the
applicable environmental standards and regulations before the property can be delivered to the
purchasers.

REGULATIONS ON FIRE PREVENTION MANAGEMENT

According to the Fire Prevention Law of the PRC ("3 A RILFNE I Bii%) promulgated by the
SCNPC on April 29, 1998 and lately amended on April 23, 2019, fire prevention facilities design and
works for construction projects shall conform to state’s fire prevention technical standards for
engineering construction. Supervision and Administration of Fire Prevention of Construction Projects
CEERE AR by B BHE B E ) promulgated by the Ministry of Public Security of the PRC (H % A R 3t
B %K) on April 30, 2009, implemented on May 1, 2009 and later amended on July 17, 2012 and
implemented on November 1, 2012 shall apply to the fire prevention supervision and administration of
new construction, expansion, reconstruction (including indoor and outdoor improvement, thermal
insulation in buildings and modification of uses) and other construction projects. This provision also
specifies the procedure and standard for review of fire facilities design and acceptance of fire prevention
facilities.

REGULATIONS ON CIVIL AIR DEFENSE PROPERTY

Pursuant to the PRC Law on National Defense (4% A R AL F1 ] B B %) promulgated by the NPC
on March 14, 1997, as amended on August 27, 2009, national defense assets are owned by the state.
Pursuant to the PRC Law on Civil Air Defense (73 A\ R FLHIE AR5 %27%), or the Civil Air Defense
Law, promulgated by the SCNPC on October 29, 1996, as amended on August 27, 2009, civil air
defense is an integral part of national defense. The Civil Air Defense Law encourages the public to
invest in construction of civil air defense property and investors in civil air defense are permitted to use
(including lease), manage the civil air defense property in time of peace and profit therefrom. However,
such use may not impair their functions as air defense property. The design, construction and quality of
the civil air defense properties must conform to the protection and quality standards established by the
State. On November 1, 2001, the National Civil Air Defense Office issued the Administrative Measures
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for Developing and Using the Civil Air Defense Property at Ordinary Times (A R P22 TH2 - IRF B % F1
& B and the Administrative Measures for Maintaining the Civil Air Defense Property (A R %2
TR Ak TR ), which specify how to use, manage and maintain the civil air defense property.

INTELLECTUAL PROPERTY

Pursuant to the Trademark Law of the People’s Republic of China (*#E A I FIE p#51%), which
was promulgated on August 23, 1982 and subsequently amended on February 22, 1993, October 27,
2001 and August 30, 2013 respectively as well as the Implementation Regulation of the Trademark Law
of the People’s Republic of China (H1#E A B LA 2 i A% 15 B i 6 4]) adopted by the State Council on
August 3, 2002 and amended on April 29, 2014, trademarks are protected according to the aforesaid
regulations. The Trademark Office under the State Administration for Industry and Commerce (which
has merged into the State Administration for Market Regulation), handles trademark registrations and
grants a term of ten years to registered trademarks. Trademarks are renewable every ten years where a
registered trademark needs to be used after the expiration of its validity term. A registration renewal
application shall be filed within twelve months prior to the expiration of the term.

According to the Patent Law of the People’s Republic of China (H % A R 3L A1 5 F]7%) amended
on December 27, 2008 and the Detailed Rule for the Implementation of Patent Law amended on January
9, 2010 (¥ A\ RILFNE E AL E AN H), patent is divided into three categories: invention patent,
utility patent, and design patent.

Invention patent is intended to protect new technical solution for a product. The applicant for
invention patent must prove that the subject matter product possesses novelty, creativity and practical
applicability. The grant of invention patent is subject to disclosure and publication. The patent
administrative authority conducts a substantive review within three years from the date the application is
filed. The term of protection is 20 years from the date of application.

Utility model patent is intended to protect new technical solution in relation to a product’s shape,
structure or a combination thereof, which is fit for practical use. The utility model patent is subject to
the disclosure and publication upon application. The term of protection is 10 years from the date of
application.

Design patent is intended to protect new design of a product’s shape, pattern or combination
thereof as well as its combination with the color and the shape or pattern of a product, which creates an
aesthetic feeling and is fit for industrial application.

MEASURES ON STABILIZING HOUSING PRICES

Notice on Adjusting the Preferential Policies on Deed Tax and Business Tax During Real Estate
Transactions (B A i 88 [ i 2 5 BREG 2280 ~ & SEBUE BUR A A1) was jointly promulgated by
MOF, SAT and MOHURD on February 17, 2016 and implemented on February 22, 2016. The business
tax policy subject to the notice are as follows: when an individual resells his/her house to an external
party within the two-year period from the purchase, he/she shall pay the full amount of business tax;
when an individual resells his/her house to an external party after two years (including the second
anniversary) from the purchase, he/she is exempted from paying business tax.
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In accordance with Circular of the Ministry of Housing and Urban-Rural Development and the
Ministry of Land and Resources on Tightening the Management and Control over Intermediate
Residential Properties and Land Supply (£F /5 JRAR & &H ~ 20 1 & U 50 B i i o 2 B AT 5 22 P b ALk e 45
FRFN 1A B TAERY 4 A (promulgated and implemented on April 1, 2017 by MLR and MOHURD), in
cities experiencing serious demand over supply and facing overheating markets, the supply of housing
land, in particular those lands for ordinary commercial houses, shall be increased reasonably. In cities
with excessive housing supply, the supply of housing land shall be reduced or even suspended. All the
local authorities shall build an inspection system to ensure that the property developers are using their
own legal funds to purchase land.

In May 2017, Zhangjiakou Municipal People’s Government enacted Opinions on Accelerating
Development of Housing Security and Supply to Promote the Stable and Healthy Development of the
Property Market (5% H A RBUR B IR 5 O b 701k e 8 2R g Al 2 5 b /e T 3551 R e e o g
)% ). The policy aims to develop a well-established property market, including home purchase
restriction. For example, in city center, local households with one home and all non-local households
can only purchase one more home in city center. For local households with one home, the percentage of
down payment is much higher than those who purchase the first home.

In May 2017, Baoding Municipal People’s Government enacted Opinions on Reinforcing Property
Market Management (Ff5E 1T A B BUR B N i 55 Hb 2 17 35545 2R A & L), based on Opinions on Further
Developing the Property Market Healthily (BfJAME— 25 (RHE2 & 7 H i 7 357 T fd e 5 A B 2 )
enacted by the People’s Government of Hebei Province, to maintain the property market steady, healthy
and sustainable, and to support the establishment of Xiong’an New Area. The opinions strictly restrict
the residents on home purchase. For example, local households with over two homes in city center and
non- local households with over one home in city center cannot purchase homes any more.

In March 2017, Zhuozhou Municipal People’s Government enacted Opinions on Maintaining the
Stable and Healthy Development of the Property Market (¥ T A R BUR B PR E5 5 Mz 7351 Fafa
R M) E i 5). The policy aims to maintain a well-ordered property market, including home
purchase restriction. For example, non-local households can only purchase one home and the percentage
of down payment could not be lower than 30%. For local households with one home, the second home
percentage of down payment could not be lower than 50%.

CONSTRUCTION SAFETY

The Work Safety Law of the PRC ("1 # A\ R ILANE % 2 E #E1%) issued on June 29, 2002, last
amended on August 31, 2014 and became effective on December 1, 2014, provides that a production
enterprise must meet the national standards or industry standards on work safety and provide work
conditions set out in relevant laws, administrative rules and national or industry standards. An entity that
cannot provide required work conditions may not engage in production activities. The designers and the
design firms for the safety facilities of a construction project are liable for their designs. A production
enterprise must present prominent warning signs at relevant dangerous operation sites, facilities and
equipment.

According to the Regulations on the Administration of Work Safety of Construction Projects (&%
THREZ A S HAEH]) issued on November 24, 2003 and became effective on February 1, 2004, an
enterprise responsible for the work safety of a construction project shall assume the liabilities of the
work safety of the construction project. In the case of a project covered by a main contract, the general
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contractor will be liable for the general work safety of the construction site and assume joint and several
liabilities for the sub-contracted portions of the project together with the sub-contractors. A construction
enterprise must purchase accidental injury insurance for the workers engaged in dangerous works on the
construction site for injuries suffered in work-related accidents, and the insurance premium will be paid
by the construction entity. In the case of a construction work covered by a main contract, the insurance
premium will be paid by the general contractor. The period covered by the insurance policies should
commence on the start date of the construction project and terminate on the date of the inspection and
acceptance upon the completion of the project.

According to the Regulations on the Administration of Work Safety of Construction Projects (&<
TR 2L HAA]), the competent construction administrations under the PRC Government at the
county level or above shall carry out supervision and administration of work safety of the construction
projects within the relevant administrative areas.

Work safety accidents regulations

Pursuant to the Regulations on the Reporting, Investigation and Handling of Work Safety
Accidents (4 % 4> S5 R 5 RN 25 3B 1)) issued on April 9, 2007 and became effective on June 1,
2007, work safety accidents that cause personal injuries or deaths or direct economic losses shall be
generally categorized as follows:

° Particularly significant accidents shall refer to accidents that cause more than 30 deaths, or
serious injuries of more than 100 people (including acute industrial poisoning, hereinafter the
same), or direct economic losses of more than RMB100 million;

° Significant accidents shall refer to accidents that cause more than 10 deaths but less than 30
deaths, or serious injuries of more than 50 people but less than 100 people, or direct
economic losses of more than RMB50 million but less than RMB100 million;

° Relatively significant accidents shall refer to accidents that cause more than 3 deaths but less
than 10 deaths, or serious injuries of more than 10 people but less than 50 people, or direct
economic losses of more than RMB10 million but less than RMB50 million; and

° General accidents shall refer to accidents that cause less than 3 deaths, or serious injuries of
less than 10 people, or direct economic losses of less than RMB10 million.

Work safety permits

Pursuant to the Work Safety Law of PRC, the Regulation on the Work Safety Permits (% 442 & i
] FEMA]) issued on January 13, 2004 and last amended on July 29, 2014, the Regulation on the
Administration of Work Safety of Construction Projects, and the Provisions on the Administration of
Construction Enterprises’ Work Safety Permits (EE5Eh L1324 24 & 57l i & FEHLAE), and other
relevant laws and regulations, constructing enterprises shall be subject to the work safety permit system
implemented by the PRC Government and apply for a Work Safety Permit (%2 /E7E 77 Al #). Before
undertaking any construction activity, a construction enterprise shall file an application to the competent
department of construction at or above the provincial level for obtaining a work safety license. Without
work safety permits, construction enterprises shall not engage in construction activities.

- 111 -



REGULATORY OVERVIEW

The competent department of construction shall, when making examination and issuing a
construction license, examine whether the construction enterprise has obtained a work safety license. If
the enterprise failed to obtain a work safety license, it shall not be issued a construction license.

If a construction enterprise suffers any major safety accidents, its work safety permit will be
suspended temporarily and it shall make rectification within a prescribed time.

FOREIGN CURRENCY EXCHANGE

The principal regulations governing foreign currency exchange in China are the Foreign Exchange
Administrative Regulations (/MR IR 1) (the “SAFE Regulations™) which was promulgated by the
State Council and last amended on August 5, 2008. Under the SAFE Regulations, the RMB is generally
freely convertible for current account items, including the distribution of dividends, trade and service
related foreign exchange transactions, but not for capital account items, such as direct investment, loan,
repatriation of investment and investment in securities outside the PRC, unless the prior approval of the
State Administration of Foreign Exchange (the “SAFE”) is obtained. Pursuant to the Circular of the
State Administration of Foreign Exchange on Further Simplifying and Improving the Direct Investment-
related Foreign Exchange Administration Policies (B4 #E— 20 filj {b A BSOE B 45 4% 0 A1 e A5 B BUR 119 4
#1) (the “Circular 13”), which was promulgated by SAFE on February 13, 2015, the foreign exchange
registration under domestic direct investment and the foreign exchange registration under overseas direct
investment is directly reviewed and handled by banks in accordance with the Circular 13, and the SAFE
and its branches shall perform indirect regulation over the direct investment-related foreign exchange
registration via banks.

TAXES
Corporate income tax

Pursuant to the Enterprises Income Tax Law of the PRC (H#HEA RILFNE B EHIE) (the
“EIT Law”) which was promulgated on March 16, 2007 and last amended on December 29, 2018, and
the Regulation on the Implementation of the Enterprise Income Tax Law of the PRC (' #E A R H 0[] 11>
TS BLIE B H1) which was promulgated on December 6, 2007 with effect from January 1, 2008,
and was last amended on April 23, 2019 with effect from the same date, the income tax for both
domestic and foreign-invested enterprises is at the same rate of 25%. Furthermore, resident enterprises,
which refer to enterprises that are set up in accordance with the PRC law, or that are set up in
accordance with the law of the foreign country (region) but with its actual administration institution in
China, shall pay enterprise income tax originating both within and outside the PRC. While non-resident
enterprises that have set up institutions or premises in China shall pay enterprise income tax in relation
to the income originating from the PRC and obtained by their institutions or establishments, and the
income incurred outside the PRC but there is an actual relationship with the institutions or
establishments set up by such enterprises. Where non-resident enterprises that have not set up
institutions or establishments in China, or where institutions or establishments are set up but there is no
actual relationship with the income obtained by the institutions or establishments set up by such
enterprises, they shall pay enterprise income tax in relation to the income originating from the PRC.

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

R0 7 A ) A B B 7 3 T A A R BB AN B LR IR B % PF) signed on August 21, 2006 and
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applicable 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, 2007, a company incorporated in Hong
Kong will be 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 of 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. According to the
Notice of SAT on issues regarding the Administration of Dividend Provisions in Tax Treaties (B ZBiH5
A5y BE A A TR A B e BB R B R 4 ), which was  promulgated on February 20, 2009,
recipients of dividends paid by PRC enterprises must satisfy certain requirements in order to obtain a
preferential income tax rate pursuant to a tax treaty. One such requirement is that the taxpayer must be
the “beneficiary owner” of relevant dividends. In order for a corporate recipient of dividends paid by a
PRC enterprise to enjoy preferential tax treatment pursuant to a tax treaty, such recipient must be the
direct owner of a certain proportion of the share capital of the PRC enterprise at all times during the 12
months preceding its receipt of the dividends. In addition, the Notice of the SAT on Issues Concerning
“Beneficiary Owner” in Tax Treaties ([BZ<B0H5 88 )5 BH A B I & v 52 %2 T A N A BR B 8 45),
promulgated by SAT on February 3, 2018, narrowed the scope of “beneficiary owners” to individuals,
enterprises or other organizations who ‘“normally engage in substantive operations,” and introduced
various factors to adversely impact the recognition of such “beneficiary owners.” On August 27, 2015,
SAT issued the Announcement of the State Administration of Taxation on Promulgation of the
“Administrative Measures on Entitlement of Non-residents to Treatment under Tax Treaties” (B ZK Fi%s
AR BE R B M < FE R R AL E S BN I 5 R A BRIEE > A 45), which became effective on
November 1, 2015, amended on June 15, 2018 and applies to entitlement to tax treaty benefits by non-
resident taxpayers incurring tax payment obligation in China. According to the Administrative Measures
on Entitlement of Non-residents to Treatment under Tax Treaties, non-resident taxpayers who make their
own declaration shall make self-assessment regarding whether they are entitled to tax treaty benefits and
submit the relevant reports, statements and materials stipulated in Article 7 of the Measures. Also, all
levels of tax authorities shall, through strengthening follow-up administration for non-resident taxpayers’
entitlement to tax treaty benefits, implement tax treaties and international transport agreements
accurately, and prevent abuse of tax treaties and tax evasion and tax avoidance risks.

Value-added tax

The Notice of the Ministry of Finance and the State Administration of Taxation on Overall
Implementation of the Pilot Program of Replacing Business Tax with Value-added Tax (JFECHS ~ B K Fi
5 48 IR0 B 7 2 T A B 7 SE B UG (BB S BE Y 48 1), promulgated by MOF and SAT on March 23, 2016
and amended on July 11, 2017 and March 20, 2019 lastly, provides that upon approval by the State
Council, the pilot program of replacing business tax with value-added tax shall be implemented
nationwide from May 1, 2016 and all business tax payers in construction industry, property industry,
finance industry and consumer service industry, etc. shall be included in the scope of the pilot program
and pay value-added tax instead of business tax. According to the appendix of this notice, entities and
individuals engaging in the sale of services, intangible assets or property within the territory of the PRC
shall be the taxpayers of value-added tax (““VAT”) and shall, instead of business tax, pay VAT in
accordance with Measures for Implementation of the Pilot Program of Replacing Business Tax with
Value-added Tax (& SR U (B BB iEHEIL). The sale of property and the secondhand housing
transaction and construction business shall adopt this notice.
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Land appreciation tax

Under the Interim Regulations on Land Appreciation Tax of the PRC (93 A &I A1 B 1 Hb 34 (H B
P17 6) promulgated by the State Council on December 13, 1993 and last amended on January 8,
2011 as well as its implementation rules (7 #E A FALAN B + b3 (B 4T G B it AT ) issued on
January 27, 1995, LAT is payable on the appreciation value derived from the transfer of land use rights
and buildings or other facilities on such land, after deducting the deductible items.

Deed tax

Pursuant to the Interim Regulations of the PRC on Deed Tax (H'#E A RN [E] S281 8 1715 )
promulgated by the State Council on July 7, 1997 and amended on March 2, 2019, the transferee,
whether an individual or otherwise, of the title to a land site or building in China shall be subject to the
payment of deed tax. The rate of deed tax is 3 percent to 5 percent. The governments of provinces,
autonomous regions and municipalities directly under the central government may, within the aforesaid
range, determine and report their effective tax rates to the MOF and the SAT for record.

Urban land use tax

Pursuant to the Provisional Regulations of the PRC Governing Land Use Tax in Urban Areas (* 3£
N R A [ ok B+ b (B AT 4 5]) promulgated by the State Council on September 27, 1988, and
last amended on March 2, 2019, land use tax in respect of urban land is levied according to the area of
relevant land.

Building tax

In accordance with the PRC Provisional Rules on Real Estate Tax ("41%E A R ILAI B 5 2 Bl 1716
i) promulgated by the State Council on September 15, 1986 and amended on January 8, 2011 and the
PRC State Council Order 546 (¥ A RN B H B 42200855 546%%), for enterprises in PRC, no
matter domestic or foreign-invested, the building tax is calculated at the rate of 1.2% on the residual
value of self-owned property or at the rate of 12% on rental income derived from property.

Stamp duty

Under the Interim Regulations of the PRC on Stamp Duty (H%#E AR IFNE EQIERE 170 M)
promulgated by the State Council on August 6, 1988 and implemented on October 1, 1988 and amended
on January 8, 2011, for property transfer instruments, including those in respect of property ownership
transfer, the stamp duty rate shall be 0.05% of the amount stated therein; for permit and certificates
relating to rights, including property title certificates and land use rights certificates, stamp duty shall be
levied on an item basis of RMBS5 per item.
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Municipal maintenance tax and education surcharge

On October 18, 2010, the State Council issued Notice Issued by the State Council to Unify the
Collection of Municipal Maintenance and Construction Tax and Education Surcharges on Domestic and
Foreign- Invested Enterprises and Individuals (755 B B A S5 — A1 4N E A SE AN I T 46 78 2 sl Bl A
A 2 M n i B A9 4 A1) to resume the collection of surtaxes from foreign invested enterprises, foreign
enterprises and individuals, and the notice aforesaid became effective from December 1, 2010. Similar to
the rate applicable to the domestic enterprises, the applicable municipal maintenance tax rate for foreign
invested enterprises and foreign enterprises and individuals 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; the unified applicable education surcharge rate for
foreign invested enterprises and foreign enterprises and individuals is 3%.

LABOR PROTECTION AND SOCIAL SECURITY

Pursuant to the Labor Law of the PRC (3 A\ RILF1E 45 H)%) and the Labor Contract Law of
the PRC (3 AN RILHIE S8 5 R7%) which were separately with effect from January 1, 1995
(amended on December 29, 2018) and January 1, 2008 (amended on December 28, 2012), respectively,
labor contracts shall be concluded if labor relationships are to be established between the employer and
the employees.

Pursuant to the Social Insurance Law of the PRC (¥ A & ILAN 4L & £ Bz %) (the “New Social
Insurance Law”) promulgated on October 28, 2010 by the SCNPC, implemented on July 1, 2011 and
amended on December 29, 2018, the Interim Regulations Concerning the Collection and Payment of
Social Insurance Premiums (#1 & P2 #HE 17/ %) promulgated and implemented on January 22,
1999 and last amended on March 24, 2019 by the State Council, the Interim Measures Concerning the
Maternity Insurance of Employees of Enterprises (30 TAEF REEITHHE) promulgated on
December 14, 1994 and implemented on January 1, 1995 by former Ministry of Labor, the Regulation
on the Administration of Housing Provident Fund ({5 A8 4 % #% 1) promulgated and implemented
on April 3, 1999 and last amended on March 24, 2019 by the State Council, the Regulation on
Occupational Injury Insurances (‘L5 {RBEM %) promulgated on April 27, 2003 by the State Council,
implemented on January 1, 2004 and amended on December 20, 2010 by the State Council, and
regulations on pension insurance, medical insurance and unemployment insurance in the provincial and
municipal level, the employer shall pay pension insurance fund, basic medical insurance fund,
unemployment insurance fund, occupational injury insurance fund, maternity insurance fund and housing
fund for the employees. After the New Social Insurance Law became effective, where an employer fails
to pay social insurance premiums on time or in full amount, it will be ordered by the collection agency
of social insurance premiums to pay or make up the deficit of premiums within a prescribed time limit,
and a daily late fee at the rate of 0.05% of the outstanding amount from the due date will be imposed;
and if it still fails to pay the premiums within the prescribed time limit, a fine of 1 to 3 times the
outstanding amount might be imposed by the relevant administrative department.
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HISTORY AND DEVELOPMENT
Our History and Founder

Our history can be traced back to March 1998, when Mr. Li (being our Controlling Shareholder
and founder) established Tianbao Construction Group (previously known as Zhuozhou City Tianma
Construction Co., Ltd. (WM K EE T A R/ F])) together with his spouse, Ms. Zhou with an
initial registered capital of RMB5,100,000, which was funded by the personal financial resources of Mr.
Li and Ms. Zhou. Tianbao Construction Group is principally engaged in properties construction
contracting.

In 2001, we further expanded our business to properties development and established Tianbao
Property Development on May 10, 2001 with an initial registered capital of RMB2,000,000, which was
fully paid up in the form of in-kind contributions on April 30, 2001. Upon its establishment, Tianbao
Property Development was owned as to 30%, 67%, 1%, 1% and 1% by Tianbao Construction Group,
Ms. Zhou, two of our employees and a former employee, respectively.

See “— Corporate Development” for further details of Tianbao Construction Group and Tianbao
Property Development.

Mr. Li has over 33 years of experience in properties development and construction contracting
industry. See “Directors and Senior Management” for further details.

Key Business Milestones
The following table sets forth the key business milestones of our Group:

Year Milestone
1998 e  We established Zhuozhou City Tianma Construction Co., Ltd. (&M T KJE#EE T
A PR/ F]) (now known as Tianbao Construction Group) and commenced our

properties construction contracting business in March 1998.

2001 ° We established Tianbao Property Development and commenced our properties
development business in May 2001.

2005 ° We obtained the first grade qualifications in general contracting construction
engineering (% LF2jti T4#/K ) and engineering specialized contracting for
ancient buildings (i #5 TFEH 2E/K ) in November 2005.

2009 ° We obtained the first grade qualifications in renovation and decoration construction
specialized contracting in July 2009.

° We obtained the first grade qualifications in steel structure construction specialized
contracting in December 2009.

2010 ° We obtained the first-degree qualification in property development in May 2010.
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Year

2016

2017

2018

Milestone

We obtained National High Quality Project Award (% T#48) for our
projects of Zhangbei Lansheng Tower (3RIL#EF54#) and Simian Paifang (P [
i) in December 2016.

Mr. Li obtained Outstanding Contribution Award of National High Quality Project
Award (Bl Z B T3 H HRLE) in December 2016.

We obtained The Lu Ban Award (4¥£4%) for our project of Baoxin International
Building (F*#Z ¥ K &) in November 2017.

We obtained qualifications in building construction general contracting (premium)
(R T TR E454%) and engineering design construction industry
(construction, civil defense projects) (grade A) (LRI EFETEERETE - A
b7 A2 ) H 4 75 E) in November 2017.

We obtained National High Quality Project Award (BIZEE TF24%) for our
project of Zhangbei Nanshan Temple (5&4tHZFS LLIF) in December 2017.

We obtained the High Quality Award granted by Zhuozhou County government (¥
N T BN 4%) in December 2018.

We were awarded the brand enterprise in property industry in Hebei Province (¥t

B b5 AT b AR 2E).

We became a member of Chinese Real Estate Association (7B 7 b 72 1nh & #4551
7).
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Corporate Development

As of the Latest Practicable Date, our Group had established and/or acquired seven of our PRC
subsidiaries with business operation. The following table sets forth the corporate information of the
seven PRC subsidiaries as of the Latest Practicable Date:

Effective equity

Name of our Date of Principal Business interests owned
No. PRC subsidiary Establishment Activities by our Company
1. Tianbao Construction Group March 18, 1998 Properties construction 100%
contracting
2. Tianbao Property May 10, 2001 Properties development 100%
Development
3. Zhuozhou City Mingyang July 4, 2006 Properties development 100%
Property (Nor¢ )
4. Zhangbei Tianbao Hengqi October 8, 2013 Properties development 100%
Property (Nor¢ %)
5. Huailai Tianbao Property August 23, 2016 Properties development 100%
Development
6.  Yuxian Tianbao Property June 30, 2017 Properties development 100%
Development
7.  Chengdu Tianbao Property  April 10, 2018  Properties development 100%
Development

Notes:

(1) In June 2016, we acquired the entire equity interests in Zhuozhou City Mingyang Property from two Independent
Third Parties for a total consideration of RMB5,000,000. The consideration was determined with reference to the
then paid-up registered capital of Zhuozhou City Mingyang Property, and was settled in December 2016.

(2) Tianbao Property Development held the entire equity interests in Zhangbei Tianbao Hengqi Property as trustee for
and on behalf of Zhangbei Tianbao Investment Management Co., Ltd. (3R4L KA G4 A R/AF]) (“Zhangbei
Tianbao™) which was held as to 80% by Mr. Li Yaruixin (Z5i%¥%%), the son of Mr. Li and our executive Director,
and 20% by an Independent Third Party (the “First Tier Trust Arrangement”). Mr. Li Yaruixin held 80% equity
interests in Zhangbei Tianbao as trustee for and on behalf of Mr. Li (the “Second Tier Trust Arrangement’).
Given Tianbao Property Development’s experience and reputation in the market, Zhangbei Tianbao requested
Tianbao Property Development to enter into the First Tier Trust Arrangement at that time. Mr. Li Yaruixin, the
nominee shareholder of Zhangbei Tianbao, is the son of Mr. Li. Mr. Li requested Mr. Li Yaruixin to enter into the
Second Tier Trust Arrangement to provide his family member with more opportunities to directly involve in the
management of Zhangbei Tianbao. The First Tier Trust Arrangement was released and terminated on February 1,
2019. After termination and release of the First Tier Trust Arrangement, the shares in Zhangbei Tianbao Hengqi
Property were directly held by Tianbao Property Development.

During the Track Record Period, we carried out our business mainly through Tianbao Construction
Group, Tianbao Property Development and its subsidiaries, which primarily engaged in (i) properties
construction contracting, and (ii) properties development.
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Tianbao Construction Group

Tianbao Construction Group (previously known as Zhuozhou City Tianma Construction Co., Ltd.
(N T R FG 58 TR BR/AA])), was established on March 18, 1998 with an initial registered capital
of RMB5,100,000, of which RMB100,000 was contributed by Ms. Zhou in cash, RMB2,400,000 was
contributed by Mr. Li in cash and RMB2,600,000 was in-kind contribution by Mr. Li. The initial
registered capital was fully paid up on April 15, 1998. Upon its establishment, Tianbao Construction
Group was owned as to approximately 98.04% by Mr. Li and approximately 1.96% by Ms. Zhou.

After a series of capital increase from August 1998 to June 2004, Tianbao Construction Group was
owned as to 99% by Mr. Li and 1% by Ms. Zhou. The increased registered capital had been fully paid
up by its then shareholders.

On November 12, 2007, the registered capital of Tianbao Construction Group was increased by
RMB40,000,000 from RMB60,000,000 to RMB100,000,000, of which RMB20,600,000 was contributed
by Mr. Li, RMB10,000,000 was contributed by Mr. Li Yaruixin, our executive Director, and
RMB9,400,000 was contributed by Ms. Zhou. The increased registered capital was fully paid up by its
then shareholders on November 20, 2007. Upon completion of the capital increase, Tianbao Construction
Group was owned as to 80%, 10% and 10% by Mr. Li, Mr. Li Yaruixin and Ms. Zhou, respectively.

On January 25, 2010, Ms. Zhou transferred her entire equity interests in Tianbao Construction
Group to Mr. Li for a consideration of RMB10,000,000, which was determined with reference to its then
registered capital and was settled in December 2010. On the same day, Mr. Li Yaruixin transferred 5%
equity interests in Tianbao Construction Group to each of Ms. Li Yaruimei (5% %) and Ms. Wang
Xinling, an executive Director, for a total consideration of RMB10,000,000, which was determined with
reference to the then registered capital of Tianbao Construction Group and was settled in December
2010. Ms. Li Yaruimei is the daughter of Mr. Li and Ms. Wang Xinling is the niece-in-law of Mr. Li.
Ms. Li Yaruimei and Ms. Wang Xinling held the equity interests in Tianbao Construction Group as
nominee shareholders for and on behalf of Mr. Li and the total consideration of RMB20,000,000 for the
above equity transfers was paid by Mr. Li as the beneficial owner. Mr. Li set up these trust
arrangements to provide his family members with more opportunities to directly involve in the
management of Tianbao Construction Group and to encourage his family members to assist him on the
daily operation of Tianbao Construction Group. Mr. Li considers that given Ms. Wang Xinling’s
experience and exposure in China construction industry, Ms. Wang Xinling, in her capacity as the
nominee shareholder of Tianbao Construction Group, can better explore business opportunities for
Tianbao Construction Group. Upon completion of the equity transfers, Tianbao Construction Group was
held as to 90%, 5% and 5% by Mr. Li, Ms. Li Yaruimei, and Ms. Wang Xinling.

After a series of capital increase from July 2012 to May 2018, Tianbao Construction Group was
held as to approximately 97.78%, 1.11% and 1.11% by Mr. Li, Ms. Li Yaruimei and Ms. Wang Xinling.
The increased registered capital had been fully paid up by Mr. Li, the beneficial owner of Tianbao
Construction Group.
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13

In preparation for the Listing, we underwent the Reorganization. For details, see *“—
Reorganization.” Upon completion of the Reorganization, Tianbao Construction Group became one of
our subsidiaries.

Tianbao Property Development

Tianbao Property Development was established on May 10, 2001 with an initial registered capital
of RMB2,000,000, which was fully paid up in the form of in-kind contributions on April 30, 2001. Upon
its establishment, Tianbao Property Development was owned as to 30%, 67%, 1%, 1% and 1% by
Tianbao Construction Group, Ms. Zhou, two of our employees, and a former employee, respectively. Ms.
Zhou held the equity interests in Tianbao Property Development as nominee shareholder for and on
behalf of Mr. Li. The capital contribution of RMB1,340,000 by Ms. Zhou was actually contributed by
Mr. Li as the beneficial owner. The purpose of such trust arrangement was to encourage Ms. Zhou to
assist him on the daily operation of Tianbao Property Development.

After a series of capital increase from February 2003 to September 2005, the registered capital of
Tianbao Property Development was increased to RMB25,000,000. Tianbao Property Development was
then held as to 60.0%, 11.2%, 9.6%, 9.6% and 9.6% by Tianbao Construction Group, Ms. Zhou, two of
our employees and a former employee, respectively. The increased registered capital had been fully paid

up.

On November 2, 2007, the registered capital of Tianbao Property Development was increased from
RMB25,000,000 to RMB60,000,000, of which RMB1,800,000, RMB1,000,000, RMB30,000,000 and
RMB2,200,000 was contributed by Mr. Li, Mr. Li Yaruixin, Tianbao Construction Group and Ms. Zhou,
respectively. Mr. Li Yaruixin and Ms. Zhou held the equity interests in Tianbao Property Development
as nominee shareholders for and on behalf of Mr. Li. The capital contributions of RMB3,200,000 by Ms.
Zhou and Mr. Li Yaruixin was actually contributed by Mr. Li as the beneficial owner. In other words,
Mr. Li contributed RMB5,000,000 in total. The purpose of such trust arrangements was to provide his
family members with more opportunities to directly involve in the management of Tianbao Property
Development and encourage his family members to assist him on the daily operation of Tianbao
Property Development. Given Mr. Li Yaruixin’s experience and exposure in China construction industry,
Mr. Li Yaruixin, in his capacity as the nominee shareholder of Tianbao Property Development, can
better explore business opportunities for Tianbao Property Development. The increased registered capital
was fully paid up on November 6, 2007. Upon completion of the capital increase, Tianbao Property
Development was held as to 75.00%, 8.33%, 4.00%, 4.00%, 4.00%, 3.00% and 1.67% by Tianbao
Construction Group, Ms. Zhou, two of our employees and a former employee, Mr. Li and Mr. Li
Yaruixin, respectively.
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On January 7, 2009, the two employees and the former employee transferred their entire equity
interests in Tianbao Property Development to Mr. Li Yaruixin, Mr. Li and Ms. Zhou for total
consideration of RMB7,200,000, which was determined with reference to its then registered capital and
was settled in January 2009. Mr. Li Yaruixin and Ms. Zhou held the equity interest in Tianbao Property
Development as nominee shareholders for and on behalf of Mr. Li and the total consideration of
RMB7,200,000 was paid by Mr. Li as the beneficial owner. Upon completion of the equity transfers,
Tianbao Property Development was held as to 75.00%, 12.33%, 7.00% and 5.67% by Tianbao
Construction Group, Ms. Zhou, Mr. Li and Mr. Li Yaruixin, respectively.

On October 15, 2009, Tianbao Construction Group and Mr. Li transferred their entire equity
interests in Tianbao Property Development to Ms. Zhou and Mr. Li Yaruixin for a total consideration of
RMB49,200,000, which was determined with reference to its then registered capital and was settled in
October 2009. Mr. Li Yaruixin and Ms. Zhou held the equity interests in Tianbao Property Development
as nominee shareholders for and on behalf of Mr. Li. The consideration of RMB49,200,000 was fully
paid by Mr. Li. Upon completion of the equity transfers, Tianbao Property Development was held as to
87.33% by Ms. Zhou, and 12.67% by Mr. Li Yaruixin.

After a series of capital increase from November 2009 to November 2014, the registered capital of
Tianbao Property Development was held as to 60% by Ms. Zhou and 40% by Mr. Li Yaruixin. The
increased registered capital was fully paid up by Mr. Li, the beneficial owner.

113

In preparation for the Listing, we underwent the Reorganization. For details, see —
Reorganization.” Upon completion of the Reorganization, Tianbao Property Development became one
of our subsidiaries.

REORGANIZATION

As part of our reorganization in contemplation of the Listing, we have implemented the
reorganization (the ‘“Reorganization’), which can be broadly categorized into two parts: (1) the
onshore reorganization (the “Onshore Reorganization”), which comprises steps undertaken in respect
of our subsidiaries in China, and (2) the offshore reorganization (the “Offshore Reorganization”),
which comprises steps undertaken in respect of the Company and our subsidiaries outside the PRC.
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The following chart sets forth the shareholding structure of our Group immediately before the

Reorganization.
Mr. Li
100% 100%
Tianbao Construction Tianbao Property
Group Development
(PRC)" (PRC)®
Non-core business
subsidiaries®
(PRC)
100% 100% 100% 100% 100%
Zhuozhou City - Yuxian Tianbao Chengdu Tianbao | | Huailai Tianbao Non-core
Mi Zhangbei Tianbao .
ingyang H P ¢ Property Property Property business
Propert ensdt IOPETY | | Devel t Devel t Devel t bsidiaries®
perty (PRC) evelopmen evelopmen evelopmen subsidiaries
(PRC) (PRC) (PRC) (PRC) (PRC)
Notes:
(1)  Ms. Wang Xinling held 1.11% equity interests in Tianbao Construction Group as nominee shareholder for and on

behalf of Mr. Li. Ms. Wang Xinling is the niece-in-law of Mr. Li.

Ms. Li Yaruimei held 1.11% equity interests in Tianbao Construction Group as nominee shareholder for and on
behalf of Mr. Li. Ms. Li Yaruimei is the daughter of Mr. Li.

(2) Ms. Zhou held 60% equity interests in Tianbao Property Development as nominee shareholder for and on behalf of
Mr. Li. Ms. Zhou is the spouse of Mr. Li.

Mr. Li Yaruixin held 40% equity interests in Tianbao Property Development as nominee shareholder for and on
behalf of Mr. Li. Mr. Li Yaruixin is the son of Mr. Li.

«

3) The non-core business subsidiaries include the subsidiaries as stated in the “— Major Historical Disposals”.

The Onshore Reorganization
Disposal of Non-Core Business Subsidiaries

To streamline our business in preparation for the Listing, we disposed of certain non-core business

113

subsidiaries. For details, see “— Major Historical Disposals.”

Termination and Release of Trust Arrangements

On February 1, 2019, Zhangbei Tianbao, Tianbao Property Development, Zhangbei Tianbao
Hengqi Property, Mr. Li Yaruixin and Mr. Li entered into an agreement on termination and release of
trust arrangement, pursuant to which the parties thereunder agreed to terminate and release the First Tier
Trust Arrangement and Tianbao Property Development agreed to pay RMBS5,000,000 to Zhangbei
Tianbao as a consideration for termination and release of the First Tier Trust Arrangement. The
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consideration was determined based on the then registered capital of Zhangbei Tianbao Hengqi Property.
Upon completion of the termination and release of the First Tier Trust Arrangement, Zhangbei Tianbao
Hengqi Property was directly held by Tianbao Property Development.

Establishment of Tianbao Corporate Management and Zhuozhou Tianbao Industrial

Mr. Li, our Controlling Shareholder, established Tianbao Corporate Management in China with
limited liability on October 30, 2018. The initial registered capital of Tianbao Corporate Management
was RMB50,000,000 and was fully paid up by Mr. Li. China Tianbao International established
Zhuozhou Tianbao Industrial in China with limited liability on March 18, 2019. The initial registered
capital of Zhuozhou Tianbao Industrial was HK$10,000,000. As of the Latest Practicable Date, the
registered capital has not yet been paid up.

Acquisition of 99% Equity Interests in Tianbao Property Development and 99% Equity Interests in
Tianbao Construction Group by Tianbao Corporate Management

On March 1, 2019, Tianbao Corporate Management entered into an equity transfer agreement with
Mr. Li, Ms. Wang Xinling and Ms. Li Yaruimei, pursuant to which Tianbao Corporate Management
agreed to acquire from Mr. Li, Ms. Wang Xinling and Ms. Li Yaruimei 96.78%, 1.11% and 1.11%
equity interests in Tianbao Construction Group for considerations of RMBI1,016,157,500,
RMB11,654,600 and RMB11,654,600, respectively. The considerations were determined with reference
to the then net asset value of Tianbao Construction Group. The acquisitions were completed on March
13, 2019.

On March 1, 2019, Tianbao Corporate Management entered into an equity transfer agreement with
Ms. Zhou and Mr. Li Yaruixin, pursuant to which Tianbao Corporate Management agreed to acquire
from Ms. Zhou and Mr. Li Yaruixin 59% and 40% equity interests in Tianbao Property Development for
considerations of RMB177,834,500 and RMB120,565,800, respectively. The considerations were
determined with reference to the then net asset value of Tianbao Property Development. The
acquisitions were completed on March 13, 2019.

Upon completion of the acquisitions, Tianbao Construction Group was owned as to 99% by
Tianbao Corporate Management and 1% by Mr. Li and Tianbao Property Development was owned as to
99% by Tianbao Corporate Management and 1% by Ms. Zhou, respectively.

Increase in Registered Capital of Tianbao Corporate Management

On March 18, 2019, the registered capital of Tianbao Corporate Management was increased from
RMB50,000,000 to RMB1,352,000,000 by Mr. Li in cash. The increased registered capital was fully
paid up by Mr. Li as of March 29, 2019. The capital increase was completed on March 29, 2019.
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Acquisition of 1% Equity Interest in Tianbao Corporate Management by the Pre-IPO Investor

On March 20, 2019, Mr. Li entered into the Pre-IPO Investment Agreement with Ms. Wu Mengxia
(5% H) (“Ms. Wu”) (being the Pre-IPO Investor), pursuant to which Ms. Wu agreed to acquire 1%
equity interest in Tianbao Corporate Management from Mr. Li at a consideration of RMB13,520,000,
which was determined with reference to the valuation of Tianbao Corporate Management prepared by an
independent valuer and growth potential of our business as assessed by the parties and after arm’s length
negotiations. According to the report prepared by the independent valuer, the then valuation of Tianbao
Corporate Management was RMB1,352,000,000. The acquisition was completed on March 26, 2019.
Upon completion of the acquisition, Tianbao Corporate Management was owned as to 99% by Mr. Li

113

and 1% by Ms. Wu, respectively. For details of the Pre-IPO Investment, see “—Pre-IPO Investment.”

Acquisition of 1% Equity Interest in Tianbao Property Development and 1% Equity Interest in
Tianbao Construction Group by Tianbao Corporate Management

On March 22, 2019, Tianbao Corporate Management entered into an equity transfer agreement
with Mr. Li, pursuant to which Tianbao Corporate Management agreed to acquire 1% equity interest in
Tianbao Construction Group from Mr. Li at a consideration of RMB10,499,700.60, which was
determined with reference to the valuation of Tianbao Construction Group. The acquisition was
completed on March 26, 2019.

On March 22, 2019, Tianbao Corporate Management entered into an equity transfer agreement
with Ms. Zhou, pursuant to which Tianbao Corporate Management agreed to acquire 1% equity interest
in Tianbao Property Development from Ms. Zhou at a consideration of RMB3,014,144.81, which was
determined with reference to the valuation of Tianbao Property Development. The acquisition was
completed on March 26, 2019.

Upon completion of the acquisitions, Tianbao Corporate Management held the entire equity
interests in Tianbao Construction Group and Tianbao Property Development and Ms. Wang Xinling, Ms.
Li Yaruimei, Ms. Zhou and Mr. Li Yaruixin ceased to be the nominee shareholders of Tianbao
Construction Group and Tianbao Property Development.

Acquisition of Tianbao Corporate Management by Zhuozhou Tianbao Industrial and Fine Credit
Investment

On April 7, 2019, Zhuozhou Tianbao Industrial entered into an equity transfer agreement with Mr.
Li, pursuant to which Zhuozhou Tianbao Industrial agreed to acquire from Mr. Li 99% equity interests
in Tianbao Corporate Management at a consideration of RMB1,338,480,000, which was determined with
reference to the valuation of Tianbao Corporate Management prepared by an independent valuer.
According to the report prepared by the independent valuer, the then valuation of Tianbao Corporate
Management was RMB1,352,000,000. The consideration was fully settled in April 2019.

On April 7, 2019, Fine Credit Investment entered into an equity transfer agreement with Ms. Wu,
pursuant to which Fine Credit Investment agreed to acquire from Ms. Wu 1% equity interests in Tianbao
Corporate Management at a consideration of HK$1.00. At the material time, Fine Credit Investment was
wholly owned by Ms. Wu.
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The acquisitions were completed on April 16, 2019. Upon completion of the acquisitions, Tianbao
Corporate Management was owned as to 99% by Zhuozhou Tianbao Industrial and 1% by Fine Credit
Investment.

Our PRC Legal Advisors confirmed that, all the equity transfers and changes in registered capital
in respect of our PRC subsidiaries as described above and the Onshore Reorganization have been
conducted in compliance with applicable PRC laws and regulations and have been legally completed and
duly registered with local registration authorities of the PRC.

The Offshore Reorganization
Incorporation of investment holding company by Mr. Li

On November 15, 2018, Jixiang International Industrial was incorporated in the BVI with liability
limited by shares with par value of US$1.00 each. On the same day, one ordinary share in Jixiang
International Industrial was allotted and issued as fully paid to Mr. Li for a consideration of US$1.00.
As a result, Mr. Li was interested in the only issued share of Jixiang International Industrial.

Incorporation of our Company

On November 16, 2018, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability with par value of HK$0.01 each. On November 16, 2018, one Share was
allotted and issued at par to the initial subscriber and was subsequently transferred to Mr. Li on the
same day. On November 16, 2018, 99 Shares, credited as fully paid at par, were allotted and issued to
Mr. Li. Upon completion of the allotment, Mr. Li was interested in the entire issued share capital of our
Company.

Incorporation of our offshore subsidiaries
Tianbao China Holdings

On November 15, 2018, Tianbao China Holdings was incorporated in the BVI with liability limited
by shares with par value of US$1.00 each. On the same day, one ordinary share in Tianbao China
Holdings was allotted and issued as fully paid to Mr. Li for a consideration of US$1.00. As a result, Mr.
Li was interested in the only issued share of Tianbao China Holdings.

China Tianbao International

On December 6, 2018, China Tianbao International was incorporated in Hong Kong. On the same
day, 100,000 shares in China Tianbao International were allotted and issued to Mr. Li for a
consideration of HK$100,000. As a result, Mr. Li was interested in the entire issued share capital of
China Tianbao International.

Transfer of the entire issued share capital of China Tianbao International from Mr. Li to Tianbao China
Holdings

Pursuant to an instrument of transfer of China Tianbao International dated January 7, 2019 and

entered into between Mr. Li and Tianbao China Holdings, Mr. Li transferred his entire interests in China
Tianbao International (being 100,000 shares) to Tianbao China Holdings, in consideration for which,
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Tianbao China Holdings allotted and issued one ordinary share, credited as fully paid at par, to Mr. Li
on the same day. Upon completion of the transfer and allotment, China Tianbao International became
wholly owned by Tianbao China Holdings.

Transfer of all the issued shares in Tianbao China Holdings from Mr. Li to our Company

Pursuant to an instrument of transfer of Tianbao China Holdings dated January 7, 2019 and entered
into between Mr. Li and our Company, Mr. Li transferred his entire interests in Tianbao China Holdings
(being two ordinary shares of par value US$1.00 each) to our Company, in consideration for which, our
Company allotted and issued one Share, credited as fully paid at par, to Mr. Li on the same day. Upon
completion of the transfer and allotment, Tianbao China Holdings became wholly owned by our
Company. As a result, China Tianbao International became indirectly wholly owned by our Company
through Tianbao China Holdings.

Transfer of entire issued share capital of our Company from Mr. Li to Jixiang International Industrial

Pursuant to an instrument of transfer of our Company dated January 7, 2019 and entered into
between Mr. Li and Jixiang International Industrial, Mr. Li transferred 101 Shares, being his entire
interests in our Company, to Jixiang International Industrial, in consideration for which, Jixiang
International Industrial allotted and issued one ordinary share, credited as fully paid at par, to Mr. Li on
the same day. Upon completion of the transfer and allotment, our Company was wholly owned by
Jixiang International Industrial.

Allotment to Jixiang International Industrial

On April 28, 2019, our Company allotted and issued 889 Shares, credited as fully paid at par, to
Jixiang International Industrial, for cash consideration.

Share swap

In contemplation of the Listing, the Pre-IPO Investor has incorporated a few holding companies
outside the PRC, namely Golden Foal Investments, Excel Thrive Developments and Fine Credit
Investment. On April 2, 2019, Ms. Wu transferred the entire issued share capital in Fine Credit
Investment to Excel Thrive Developments which was wholly owned by Golden Foal Investments.
Following such transfer, Fine Credit Investment was indirectly wholly owned by Ms. Wu.

On April 29, 2019, our Company acquired all the issued shares of Excel Thrive Development from
Golden Foal Investments (a company wholly owned by Ms. Wu), in consideration for which our
Company allotted and issued 10 Shares, representing 1% of the entire issued share capital of our
Company, credited as fully paid at par, to Golden Foal Investments. Upon completion of the share swap,
our Company is owned as to 99% by Jixiang International Industrial and 1% by Golden Foal
Investments, and Excel Thrive Development became wholly owned by our Company.
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PRE-IPO INVESTMENT
Overview

On March 20, 2019, Mr. Li entered into the Pre-IPO Investment Agreement with Ms. Wu (being
the Pre-IPO Investor), pursuant to which Ms. Wu agreed to acquire 1% equity interest in Tianbao
Corporate Management from Mr. Li at a consideration of RMB13,520,000, which was determined with
reference to the valuation of Tianbao Corporate Management prepared by an independent valuer.
According to the report prepared by the independent valuer, the then valuation of Tianbao Corporate
Management was RMB1,352,000,000.

Ms. Wu is currently the chief investment officer of a PRC integrated circuit design company,
where she is primarily responsible for project investment and financial products design. Prior to joining
the integrated circuit design company, Ms. Wu had worked at the Stock Exchange from 28 January 2013
to 18 August 2018. Her last position at the Stock Exchange was Vice President in Commodities
Development, Market Development Division. Ms. Wu has experience in the capital market in Hong
Kong. Ms. Wu is an Independent Third Party. Ms. Wu was introduced to our current management by her
husband at a social event in 2016. After discussing with and getting a better understanding of our Group
and the industry in which we operate, Ms. Wu became interested in our Company’s investment potentials
after taking into account our business model and the opportunities our Company may have in relation to
the overall development plan in the region.

Principal Terms of the Pre-IPO Investment
The following table sets forth details of the Pre-IPO Investment:

Name of the Pre-IPO Investor Ms. Wu

Date of the Pre-IPO Investment March 20, 2019
Agreement

Interest in Tianbao Corporate 1.00% equity interest in Tianbao Corporate Management
Management upon completion of
the Pre-IPO Investment

Consideration RMB13,520,000 (equivalent to approximately HK$14,999,556)
Basis of determination of The consideration was determined with reference to the
consideration valuation of Tianbao Corporate Management prepared by an

independent valuer and the growth potential of our business
as assessed by the parties and after arm’s length negotiations.

Date of completion March 26, 2019
Date of settlement of full payment March 29, 2019

Use of proceeds The proceeds received by Mr. Li from the Pre-IPO Investment
of RMB13,520,000 were subsequently advanced by him to our
Group and used as our Group’s general working capital.
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Strategic benefits Our Directors are of the view that (i) we can benefit from the
Pre-IPO Investor’s commitment to our Company as her
investment demonstrates her confidence in the operations of
our Group and serves as an endorsement of our Company’s
performance, strength and prospects; (ii) Ms. Wu, with her
established network and experience in capital market in Hong
Kong, may assist with our Group’s future financing and fund
raising if needed; and (iii) the Pre-IPO Investment serves as
a source of additional working capital to our Group and
provides immediate funding available for our Group’s
business operation and expansion.

Number of Shares held in our 6,000,000 Shares
Company immediately following
the Reorganization, the
Capitalization Issue and the
Global Offering'" (without
taking into account any shares
which may be issued pursuant to
the exercise of the Over-
allotment Option and any options
which may be granted under the
Share Option Scheme)

Approximate shareholding in our 0.75%
Company immediately following
completion of the
Reorganization, the
Capitalization Issue and the
Global Offering (without taking
into account any shares which
may be issued pursuant to the
exercise of the Over-allotment
Option and any options which
may be granted under the Share
Option Scheme)

Cost per Share RMB2.25 (equivalent to approximately HK$2.50)
Premium to the Offer Price'” 4.60%

Discount to the Offer Price 9.09%

Discount to the Offer Price® 19.35%
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Lock-up period Nil

The terms of the Pre-IPO Investment Agreement did not
impose any lock-up obligations over the Shares held by the
Pre-IPO Investor, except where requested by the Stock
Exchange, if applicable.

Public float Given that (i) the shareholding of the Pre-IPO Investor in our

Notes:

(H

2

3)

“)

(&)

Company upon Listing is less than 10%; (ii) the Pre-IPO
Investor is only a passive investor in our Group; and (iii) she
is an Independent Third Party, the Shares held by the Pre-
IPO Investor will be counted as part of the public float of our
Company upon completion of the Listing.

As part of the Reorganization, on April 29, 2019, Ms. Wu became indirectly interested in 10 Shares, representing 1%

of the entire issued share capital of our Company as at the date of the transfer. For details, see
— The Offshore Reorganization — Share swap.”

— Reorganization

Assuming the Offer Price is HK$2.39 per Share, being the low-end of the indicative Offer Price and exchange rate of
RMB1.00 to HK$1.1094.

Our Directors are of the view that, notwithstanding that the Pre-IPO Investment made by the Pre-IPO Investor
represents a premium to the indicative Offer Price, such premium paid by the Pre-IPO Investor represents her
confidence in the operations of our Group.

Assuming the Offer Price is HK$2.75 per Share, being the mid-point of the indicative Offer Price range and
exchange rate of RMB1.00 to HK$1.1094.

Assuming the Offer Price is HK$3.10 per Share, being the high-end of the indicative Offer Price and exchange rate
of RMB1.00 to HK$1.1094.

Compliance with Interim Guidance and Guidance Letters

The Joint Sponsors confirmed that the Pre-IPO Investment is in compliance with the Interim
Guidance on Pre-IPO Investments (HKEX-GL29-12), the Guidance on Pre-IPO Investments (HKEX-

GL43-12)

and the Guidance on Pre-IPO Investments in Convertible Instruments (HKEX-GL44-12)

issued by the Stock Exchange.
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The following chart sets forth the shareholding structure of our Group immediately after the
Reorganization and the Pre-IPO Investment but before the Capitalization Issue and the Global Offering.
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The following chart sets forth the shareholding structure of our Group immediately after
Capitalization Issue and the Global Offering (without taking into account any shares which may be

issued pursuant to the exercise of the Over-allotment Option and any options which may be granted
under the Share Option Scheme).
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MAJOR HISTORICAL DISPOSALS

Set out below is a table summarizing the major historical disposals completed by our Group:

1)

Disposal of equity interests in certain entities to Baoxin Industrial, a connected person

of our Company:

Date and description
of transaction

On December 21, 2018, Tianbao Property Development
disposed of its entire equity interests in Hebei Tianbao
Village Technology Company Limited (/4L K {28}
HFR/AT) (which is engaged in agricultural technology
development and consultancy) to Baoxin Industrial.

On January 2, 2019, Tianbao Property Development
disposed of its entire equity interests in Zhuozhou

Tianbao Property Management (which is engaged in
property management services) to Baoxin Industrial.

On March 27, 2019, Tianbao Construction Group and Ms.
Li Yahui (%%5:#f) disposed of their respective 10% and
20% equity interests in Zhuozhou Tianbao Construction
(which is engaged in provision of construction materials)
to Baoxin Industrial.

On March 14, 2019, Tianbao Property Development
disposed of its entire equity interests in Zhangbei
Tianbao Neotype Construction Company Limited (R4t K
PRI EM A PR/AT) (which is engaged in sales of
construction materials) to Baoxin Industrial.

On December 21, 2018, Tianbao Property Development
disposed of its 60% equity interests in Hebei Jingnan

Intellectual Construction Technology Company Limited
(AL R AR A PR A 7)) (which is engaged in

software development) to Baoxin Industrial.

Amount and basis of When consideration

consideration was settled
Nil N/A

Hebei Tianbao Village
Technology Company Limited
did not carry out any business
activities. Therefore, the
consideration is nil.
RMBI1,588,372.21 Settled in April
2019

The consideration was
determined based on an
independent valuation report.
RMBI1,752,173.01 Settled in April
2019

The consideration was

determined based on an

independent valuation report.

RMBS,137,965.61 Settled in April

2019
The consideration was
determined based on an
independent valuation report.
Nil N/A

Hebei Jingnan Intellectual
Construction Technology
Company Limited did not carry
out any business activities.
Therefore, the consideration is
nil.
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Reasons for the
transaction

No actual business
operation and not

within the scope of
our main business.

Not within the scope
of our main
business.

Not within the scope
of our main
business.

Not within the scope
of our main
business.

No actual business
operation and not

within the scope of
our main business.
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(2)

Disposal of equity interests in certain entities to Independent Third Parties:

Date and description
of transaction

On January 8, 2019, Tianbao Property Development
disposed of its 51% equity interests in Zhuozhou City
Qinghewan Property Development Company Limited (¥
JH T I E8 5 1 7E B A BRZA FD) (“Zhuozhou City
Qinghewan”) (which is engaged in property development)
to an Independent Third Party.

On November 15, 2018, Mr. Li and Tianbao Construction
Group disposed of their respective 14% and 16% equity
interests in Zhuozhou County Zhongbao Construction
Company limited (W T A PR a 58 LREA PR 7))
(formerly known as Tianbao Group Zhuozhou
Construction Company Limited)

(RPRSEFR M EEEEAT IR H]) (which is engaged in
provision of services in building and construction) to an
Independent Third Party.

On February 20, 2019, Tianbao Construction Group
disposed of its entire equity interests in Hebei Zhongxin
Hongbo Construction Company Limited (-l A% 7% i 4
S TRAMAF) (which is engaged in building
construction) to an Independent Third Party.

On April 12, 2019, Tianbao Construction Group and
Tianbao Property Development disposed of their
respective 60% and 40% equity interests in Baoding Shi
Tianyi Design Institute Company Limited ({7 i K23k
#HBi A PR/AF]) (“Baoding Tianyi Design”) (which is
engaged in construction engineering and consultancy) to
two Independent Third Parties.

Amount and basis of
consideration was settled
nil N/A

Neither Tianbao Property
Development nor our partner
made any capital contribution in
Zhuozhou City Qinghewan.
Zhuozhou City Qinghewan has
not conducted any business
operation since its incorporation.
Therefore, the consideration is
nil.

RMB1,500,000 Settled in April
2019

The consideration was

determined based on an

independent valuation report.

RMBS50,000,000 Settled in March
2019

The consideration was

determined based on an

independent valuation report.

RMB14,426.63 Settled in April
2019

The consideration was

determined based on an

independent valuation report.

When consideration

Reasons for the
transaction

We planned to carry
out a project
through Zhuozhou
City Qinghewan
with our partner.
However, as the
expected
development cost
was too high to
meet our original
budget, we decided
to terminate this
project and dispose
of our interests in
Zhuozhou City
Qinghewan before it
commenced
operation.

Not within the scope
of our main
business.

Hebei Zhongxin
Hongbo Construction
Company Limited
occupied our
resources with small
profit contribution.
It held lower level
of qualification.

Baoding Shi Tianyi
Design Institute
Company Limited
held lower level of
qualification.

As confirmed by our Directors, the entities of which we disposed to Baoxin Industrial or the

Independent Third Parties (the “Disposed Entities”) had complied with all applicable laws and

regulations in all material aspects and none of the Disposed Entities was involved in any material

legal, regulatory, arbitral or administrative proceedings, investigations or claims during the Track

Record Period and up to the date of their respective disposal. Our PRC Legal Advisors are also of

the view that none of the Disposed Entities was involved in any material legal, regulatory, arbitral
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or administrative proceedings, investigations or claims during the Track Record Period and up to
the date of their respective disposal based on the due inquiry after public search conducted on
websites of the competent authorities and the confirmation issued by the Company.

Our PRC Legal Advisors confirmed that (i) all necessary approvals from the relevant
authorities for the above acquisitions and disposals had been obtained as of the Latest Practicable
Date, and (ii) the above acquisitions and disposals had been legally completed.

PRC REGULATORY REQUIREMENTS
M&A Rules

The Provisions on Foreign Investors’ Merger with and Acquisition of Domestic Enterprises (B
HNEL B I N A M BIE) (the “M&A Rules”), which were jointly promulgated by MOFCOM,
SASAC, SAT, SAIC, CSRC and SAFE on August 8, 2006, came into effect on September 8, 2006 and
subsequently amended on June 22, 2009, require that foreign investors acquiring domestic companies by
means of asset acquisition or equity acquisition shall comply with relevant foreign investment industry
policies and shall be subject to approval by the relevant commerce authorities. Article 11 of the M&A
Rules stipulates that in the event of merger and acquisition by a company, enterprise, or natural person
in China, in the name of a company that it has legitimately established or controls outside China, of a
domestic company affiliated thereto, the merger and acquisition shall be submitted to the MOFCOM for
examination and approval.

As advised by our PRC Legal Advisors, the proposed Listing is not subject to approval from
MOFCOM under the M&A Rules.

SAFE Registration

SAFE promulgated the Notice of the State Administration of Foreign Exchange on the
Administration of Foreign Exchange Involved in Overseas Investment, Financing and Return on
Investment Conducted by Residents in China via Special-Purpose Companies (B4 58 A J& R4 #8 FEik
H i Rl AN e SORFEBCE SN S BRI REAY 4 ) |, the “Hui Fa [2014] No. 37”) on July 4,
2014. Hui Fa [2014] No. 37 requires that PRC residents shall register with local branches of SAFE in
connection with their direct establishment or indirect control of an offshore entity, for the purpose of
overseas investment and financing, with such PRC residents’ legally owned assets or equity interest in
domestic enterprises or offshore assets or interest.

Mr. Li, our Controlling Shareholder, completed his foreign exchange registration in China on
January 28, 2019 in accordance with Hui Fa [2014] No. 37.
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OVERVIEW

We are a property developer and construction company based in Zhuozhou, a city in Hebei
Province, China. We engage in a wide range of property development activities, such as planning and
design, construction, and property sales, investment and operations.

We principally engage in the following businesses:

° Property development business. As a property developer, we focus primarily on the
development and sales of residential properties, and leasing and operation of an investment

property.

° Construction contracting business. We provide construction contracting services mainly as
a general contractor for building construction projects, infrastructure construction projects,
and industrial and commercial construction projects.

As of August 31, 2019, we had a diverse portfolio of 20 property projects consisting of 18
residential properties, an investment property and a hotel, which are all owned and developed by us.
Seven projects are located in Zhuozhou and 13 projects are located in Zhangjiakou. As of August 31,
2019, we had land reserves with a total GFA of 1,989,288.9 sq.m., including (i) completed properties
with a total unsold saleable GFA of 41,671.1 sq.m. and a rentable GFA held for property investment of
44,336.1 sq.m., accounting for 4.3% of our total land reserves; (ii) properties under development with a
total planned GFA of 961,507.2 sq.m., accounting for 48.4% of our total land reserves; and (iii)
properties held for future development with a total planned GFA of 941,774.5 sq.m., accounting for
47.4% of our total land reserves. Our acquired land reserves are mainly located in cities with high
development potential, such as Zhuozhou and Zhangjiakou.

We commenced our construction contracting business in 1998. During the Track Record Period, we
completed over 530 construction projects, mostly as a general contractor, for building, infrastructure and
industrial and commercial construction projects such as steel structure and preservation of antiquities
and historical buildings. As of December 31, 2016, 2017, 2018 and April 30, 2019, our aggregate
backlog of construction projects was RMB1,085.2 million, RMB1,031.1 million, RMB1,712.1 million
and RMB1,847.1 million, respectively.

During the Track Record Period, our total revenue increased from RMB800.2 million in 2016 to
RMB1,601.7 million in 2018, representing a CAGR of 41.5% from 2016 to 2018. Our total revenue
decreased by 17.6% from RMB660.5 million in the four months ended April 30, 2018 to RMB544.4
million in the same period in 2019. Our profit for the year increased from RMB37.2 million in 2016 to
RMB108.2 million in 2018, representing a CAGR of 70.6% from 2016 to 2018. Our profit for the period
decreased by 28.4% from RMB74.5 million in the four months ended April 30, 2018 to RMB53.4
million in the same period in 2019.
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OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and distinguish us from
our competitors:

We are well-positioned to benefit from the national strategies of the coordinated development of
the Beijing-Tianjin-Hebei Region and the development of the Xiong’an New Area, and the
opportunities from the 2022 Beijing Winter Olympics.

We commenced our construction contracting business operations in our Zhuozhou headquarters in
1998. In 2001, we expanded our business to property development and strategically focused our business
activities in Zhuozhou and Zhangjiakou, which are satellite cities of Beijing. We are well-positioned to
benefit from the national strategies of the coordinated development of the Beijing-Tianjin-Hebei Region
and the development of the Xiong’an New Area. With the opportunities of the upcoming 2022 Beijing
Winter Olympics, we expect a high potential of property development in Zhuozhou, Zhangjiakou and
other cities of the Beijing-Tianjin-Hebei Region.

The Beijing-Tianjin-Hebei Region is home to over 100 million people and contributes nearly one-
tenth of China’s nominal GDP, which was approximately RMBS&.5 trillion in 2018, according to Frost &
Sullivan. The PRC government promoted the coordinated development of the Beijing-Tianjin-Hebei
Region as a national strategy in 2014. This strategy brought about important reform initiatives and
promoted the development of infrastructure, industrial upgrades, environmental protection, public
services and integrated markets in this region, as well as the migration of certain ‘“‘non-capital
functions™ out of Beijing to its neighboring areas.

According to the “Beijing-Tianjin-Hebei National Economic and Social Development Plan™ during
the 13th Five-Year Plan Period, this region is expected to build a number of world-class airline hubs and
modern ports, including the Beijing Daxing International Airport which is approximately 32.6 kilometers
east of our headquarters in terms of straight-line distance. In the meantime, as a result of the coordinated
development of the Beijing-Tianjin-Hebei Region, the region’s urbanization and population mobility are
expected to accelerate. According to Frost & Sullivan, urbanization in the Beijing-Tianjin-Hebei Region
is expected to increase from approximately 65.9% in 2018 to 69.1% in 2023, which is below the national
average urbanization level and indicates room for improvement. Urbanization of Hebei Province is
expected to increase from approximately 56.4% in 2018 to 61.0% in 2023, which is expected to
effectively benefit the property development and construction industries in this region.

Zhuozhou, where we are headquartered, intends to take advantage of its unique geographical
advantages to enhance its ability to undertake the migration of certain ‘“‘non-capital functions” and
certain industries out of Beijing and Tianjin, according to Frost & Sullivan. The goal is to foster
synergistic development of Beijing, Tianjin and Baoding, making this region the new growth engine of
Hebei Province with a focus on innovation and industrial transition.

In particular, in April 2017 the PRC government announced the creation of the Xiong’an New Area
as one of the key steps of the coordinated development of the Beijing-Tianjin-Hebei Region, which the
PRC government credits as a strategy crucial for a millennium to come. The Xiong’an New Area spans
Xiongxian, Rongcheng and Anxin, which are approximately 50 kilometers south of our headquarters in
terms of straight-line distance. The development is expected to expand gradually from an area covering
over 100 square kilometers to over 200 square kilometers in the medium term and over 2,000 square
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kilometers in the long term. The establishment of the Xiong’an New Area is expected to play an
important role in the migration of the ‘“non-capital functions” out of Beijing. We expect this
development to bring significant investments in both property development and construction sectors in
this region.

Moreover, Beijing and Zhangjiakou will jointly host the 2022 Beijing Winter Olympics, which is
expected to bring upcoming opportunities to the property development industry in Hebei Province.
Demand for establishment and refurbishment of stadiums for Olympic games is expected to boost
property development and construction industries in Zhangjiakou. Also, traffic infrastructure is to be
improved between Hebei Province and Beijing by time of the 2022 Beijing Winter Olympics. In
addition, supporting facilities such as convention centers, hotels and communications infrastructure are
all under construction. With urban facilities improved and urban resources enriched in Hebei Province,
residents have more incentives to work and live there. Therefore, more capital will be invested in
property projects in Hebei Province.

We have been conducting business in Hebei Province for a long period, which has benefited our
customer relations. During the Track Record Period, we had established sound relationships with local
governments and enterprises and had completed over 550 construction and property development
projects, such as Tianhe Penghua (FH & ME#E), Tianbao New City (KIR##K) and Zhangbei Fuxinyuan
Shanty-town Improvement Project ({R-ACE#AEEESEHF W& H H). We had developed certain projects
in Zhangbei, Huailai and Yuxian areas in Zhangjiakou. Thanks to the 2022 Beijing Winter Olympics,
and development of the Beijing-Zhangjiakou Railway and the Beijing-Yuxian Highway, Zhangjiakou’s
urban environment will be enhanced which we believe will contribute to appreciation in value of our
land and property portfolio there.

We believe we are a pioneer with a track record of success in property development and
construction contracting businesses in Zhuozhou and Zhangjiakou, enabling us to benefit from these
trends. We were the first in Zhuozhou to obtain the Premium Class Qualification Certificate for
construction companies, the first in Zhuozhou to obtain the First Grade Qualification Certificate for
property developers, the first in Zhuozhou to win the Lu Ban Award, the first in Zhangbei area of
Zhangjiakou to win the National High-Quality Project Award for construction companies and the first in
Zhuozhou to win the Provincial Demonstration Project for Green Construction Award.

We have achieved synergies between our property development business and construction
contracting business which have enabled us to develop a diverse project portfolio, improving
efficiency.

We engage in a wide range of property development activities, such as planning and design,
construction, and property sales, investment and operations, to create synergies between our property
development and construction contracting businesses.

Our property development segment was rooted in Hebei Province for over 18 years. We possess
knowledge and experience in major phases of the property development and construction processes from
land acquisition to property sale, which allow us to achieve a high level of efficiency throughout our
portfolio. We have won numerous awards for our diverse project portfolio. For example, we have been
awarded the Star-level Residence for Landscape Style of Hebei Province and the Star-level
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Demonstration Enterprise for Landscape Style of Hebei Province. We have also been awarded the
Industry Brand of Property Development of Hebei Province by the Housing & Real Estate Industry
Association of Hebei Province.

We have over 20 years of operating history in the construction industry. We have developed
“Tianbao™ as one of the most trusted brands in the property market in Hebei Province, as attested by
our numerous awards for achieving high standards in construction quality and safety. We strive to
enhance customer satisfaction with our property development projects through fine construction
workmanship and strict quality control measures. For example, we have been awarded the Honoring
Contract and Keeping Promise Enterprise by the State Administration for Industry and Commerce of the
People’s Republic of China, and the National Advanced Construction Enterprise by the China
Construction Industry Association. Our awards also include the National Excellent Project Quality
Management Enterprise, the National AAA-level Credit Construction Enterprise and the National
Outstanding Construction Enterprise.

We operate as an integrated property enterprise, with resources and experience covering a wide
spectrum of construction and property development. The synergies between our property development
and construction segments enable us to control the property development process in a more effective
way, which lead to improved safety and quality. During the Track Record Period and up to the Latest
Practicable Date, we did not have any material workplace accidents and fatalities, and we had not been
subject to any material fines, public criticism or warnings in relation to any safety incidents. Our
construction segment has provided a broad range of services for our property development projects, to
move every project from concept to completion with efficiency and expertise. This cooperation enables
us to effectively control construction costs by, for example, avoiding extra costs incurred by unnecessary
middlemen, and to effectively shorten construction periods and efficiently complete the property
development process. We are also able to purchase building materials in bulk through our centralized
purchase system for our multiple projects to further cut costs. With our eye for detail on the property
development side, we can secure precise budget estimates and reliable project schedules, so we can
effectively control our construction cost, the largest cost component of a development budget. In
addition, we are also able to forge closer relationships with our subcontractors. Hiring a third party to
handle construction can insulate the property developer from the subcontractors on the ground.
Conversely, our construction capability allows us to work closely with the subcontractors while ensuring
project quality.

113

In addition, we adopt “construction first and property development to follow” as our expansion
strategy, meaning to first establish cooperation on construction projects with local government
authorities and property developers by leveraging our strong construction capabilities, which in turn
facilitates our property development business in that region. For example, we undertook historical
architecture projects including several landmark historical buildings in Zhangbei area of Zhangjiakou,
such as Zhangbei Nanshan Temple, Zhangbei Lansheng Tower and Simian Paifang. These projects were
awarded the National High-Quality Project Award by the China Association of Construction Enterprise
Management. Following our success in these construction projects, our property development business
also entered Zhangbei. We have since developed Tianbao New City, the largest residential property

project in the area, and are currently developing Zhangbei Zhongdu Garden.
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Rooted in the Capital Economic Circle, we gained rich experience in land acquisitions by acquiring
a high-quality land reserve in principal cities of the region.

Starting from Zhuozhou and focusing our efforts on the satellite cities of Beijing, we built a strong
land reserve we can draw upon moving forward. During the Track Record Period, we acquired land
parcels in Zhuozhou and Zhangjiakou. Based on our cost-efficient property development and operation
and strict quality controls, we have gained extensive experience in running high-quality property
development projects:

° In 2008, we established our presence in Zhuozhou and have developed certain projects, such
as Tianhe Penghua Residence, Tianbao Greentown Residence, Tianbao Lingyun City,
Mingyang Residence I and Tianma Jingyuan Residence. Our project portfolio in Zhuozhou
had a total site area of 183,873.9 sq.m. and a total GFA of 594,659.8 sq.m. as of August 31,
2019.

° In 2010, we entered Zhangbei area of Zhangjiakou and developed certain projects such as
Tianbao New City, and our project portfolio had gradually expanded to include large-scale
commercial complexes, such as Zhangbei Zhongdu Ginza. Our project portfolio in Zhangbei
had a total site area of 504,537.0 sq.m. and a total GFA of 966,349.5 sq.m. as of August 31,
2019.

° In 2013, we entered Yuxian area of Zhangjiakou and have undertaken construction projects
such as the Yuzhou Museum. We worked closely with the local government to enhance our
brand recognition. Our project portfolio in Yuxian had a total site area of 236,716.0 sq.m.
and a total GFA of 561,789.7 sq.m. as of August 31, 2019.

° In 2016, we entered Huailai area of Zhangjiakou, aiming to develop Tianbao Jingbei Health
City, and our project portfolio had rapidly expanded to medical-care and elderly-care
properties. Our project portfolio in Huailai had a total site area of 199,738.4 sq.m. and a total
GFA of 432,002.7 sq.m. as of August 31, 2019.

As of August 31, 2019, we had land reserves with a total GFA of 1,989,288.9 sq.m. Our acquired
land reserves are located in Zhuozhou and Zhangjiakou.

We believe we have been successful in developing accurate market judgment and vision in our
land acquisitions. Our land parcels for future development and our properties under current development
as of August 31, 2019 were valued at RMB5,120.8 million by JLL.
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With the highest level of qualification in general building construction, a broad range of
qualifications, strict quality control measures and active technological innovation, we have
continued to win mandates for high-quality projects.

The construction contracting industry in China is highly regulated. We have a broad range of
qualifications in this industry, covering most of the construction categories. In particular, we obtained
our Premium Class Qualification in general building construction in 2017, which is the highest
qualification that can be awarded to a building construction general contractor in China. This is a
qualification that will only be awarded to those contractors who can meet high standards of project
management experience, technological capabilities and scale of operations. As of April 30, 2019, only
11 construction companies in Hebei Province and one in Zhuozhou possessed such qualification,
according to Frost & Sullivan. After we obtained our Premium Class Qualification, our revenue from
construction contracting business increased by 29.4% from RMB928.2 million in 2017 to RMB1,201.5
million in 2018. The new contract value of our construction contracting business increased by 108.0%
from RMB947.1 million in 2017 to RMB1,969.8 million in 2018.

Leveraging our comprehensive quality control measures, we are able to ensure the high quality of
our construction contracting services that is critical to our success. We maintain 1SO9001:2015
certificates for our construction contracting business. Our key quality control measures include the
inspection of raw materials, training of our employees, standardized construction, onsite inspection and
rectification, quality control review and quality control of subcontracting. In addition, since 2018, we
have introduced the Performance Excellence Model, a globally accepted method of performance
management, to continue to improve and upgrade our existing management system.

Research and development of our technology is crucial to our business. As of the Latest
Practicable Date, we acquired 30 construction process methodologies, as well as 28 patented
technologies. We also enjoy competitive advantages in construction projects by applying BIM
technology, which gives a strategic overview of a construction project, helps to prevent conflicting
designs and assists in a more accurate prediction of raw materials required.

We have won numerous awards for achieving high standards in construction quality, safety and
innovation. We won the Lu Ban Award for Baoxin International Building in 2017. Our projects, the
Zhangbei Nanshan Temple, the Zhangbei Lansheng Tower and the Simian Paifang, have been awarded
the National High-Quality Project Award by China Association of Construction Enterprise Management.
Other prestigious, upscale general contracting projects have included Datong Qingyuan Street
Commercial Block in Shanxi Province, Zhuozhou Technician College, Comprehensive Outpatient
Building of Zhuozhou Hospital of Traditional Chinese Medicine, Zhuozhou Museum, Yuzhou Museum
and Yongji Park; and specialized contracting projects have included Repair of Chongqing Guanyue
Temple and Renovation of Yujiapu Railway Station.

In recent years, we have expanded our construction contracting business to other cities in the
Beijing-Tianjin-Hebei Region as well as to other provinces and regions in China, such as Sichuan
Province. We have established long-term cooperative relationships with high-quality enterprises and
customers, some with a history of cooperation with us for over 10 years. This has brought us
considerable recognition of our high-quality projects and “Tianbao” brand. As a result, we have been
able to undertake an increasing number of large construction projects in recent years, such as Qingshui
Hepan and Zizhuyuan Residence.
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Our optimized personnel structure, experienced and stable management team and unique
corporate culture allow us to provide long-term quality services to our clients.

We are supported by personnel with strong technical expertise and industry background,
approximately 30% of whom have a bachelor’s degree or above and approximately 58% of whom have
college degrees as of April 30, 2019. Our personnel structure combines different age groups — old,
middle-aged and young. We believe that the stability and character yet combined with youthful energy,
of our team have been the essential attributes spurring our steady progress. We provide our personnel
with continuous vocational training to improve their abilities. We believe that our remuneration and
incentive policies help us attract and retain talented professionals. We set high performance standards,
conduct training and evaluate the performance of our personnel in a manner, intended to improve their
work efficiency and effectiveness across the board.

Our management team, comprising experienced professionals with extensive technical and industry
experience, has a proven record of successfully operating and expanding our business. Most of our
management team members have over 10 years of work experience in the property development and
construction industries. Our six Executive Directors have been working with us for 15 years on average.
The in-depth expertise and valuable industry experience of our management team members will help us
capitalize on new opportunities while aiming to avoid market downsides. Mr. Li Baotian, our founder
and the chairman of the board of directors, has guided our fast and steady business development for the
past 20 years since our establishment and has established himself as an influential leading figure in
property development and construction industries in China. Mr. Li Baotian was designated as, among
others, the National Advanced Worker for Construction Quality Control and the National Outstanding
Entrepreneur in Construction Industry.

Our unique corporate culture featuring entrepreneurship and down-to-earth attitude is fundamental
to who we are. Following our enterprise principles of “standardized management, careful construction,
commitment to quality, dedication to owners,” we have built a stable and highly competitive
management team and have developed our brand “Tianbao” as one of the most trusted brands in the
construction contracting and property development industries in Hebei Province. With both our
management team and personnel team adhering to highest-craftsmanship objectives, we have
successfully developed boutique projects that meet our customers’ requirements and have been
dedicated to achieving win-win outcome in terms of customer satisfaction, enterprise growth and
employee development.
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OUR BUSINESS STRATEGIES

Our goal is to become a well-known comprehensive property developer and construction company
in China. We strive to continue to capture greater market share in the Beijing-Tianjin-Hebei Region and
elsewhere in China to further reinforce our market position in the property developing and construction
contracting industries. To achieve this goal, we intend to pursue the following strategies:

Seize the opportunities presented by the development of the Beijing-Tianjin-Hebei Region and of
the Xiong’an New Area, and the upcoming 2022 Beijing Winter Olympics, to further expedite our
expansion and growth

We will dedicate significant resources to the Beijing-Tianjin-Hebei Region, particularly the Capital
Economic Circle, with the aim of further enhancing the recognition of our “Tianbao™ brand, attracting
and retaining key customers, and thereby reinforcing our market position in this region. “Tianbao” has
been our most valuable intangible asset and the symbol of our corporate culture. We also intend to
enhance our integrated brand management and strengthen our reputation as a highly capable and
trustworthy property developer and construction company that not only implements high standards of
work quality on the projects we undertake, but also through success of those projects, seeks to grow
together with our customers.

Our proven track record in the Beijing-Tianjin-Hebei Region and the benefits brought by
government strategies have enabled us to win high-profile mandates. We plan to further our plan to
growing our business in the Xiong’an New Area to seize the opportunity to reinforce our geographical
advantages in this area.

Increase our land reserves and expand our operations in the Beijing-Tianjin-Hebei Region and
Sichuan Province where we believe to have profitable opportunities and focus on property
development featuring cultural-tourism, healthcare and commercial complexes

We plan to develop our presence in the Capital Economic Circle as well as elsewhere in China
where we believe good growth opportunities abound, with accelerating demand for mid to high-end
properties with affordable prices. Suitable and sufficient land reserves we have accrued can support our
future development against future changes in governmental policies or increases in land costs. We will
continue to monitor the macroeconomic conditions, governmental policies and growth potential of the
property market in cities where suitable land is located. Based on our ongoing demographic and market
research, we plan to further expand our property development business into cities in the Beijing-Tianjin-
Hebei Region as well as Sichuan Province, considering the underlying market demand of new property
development models, such as cultural-tourism properties (3C{LiR## HiE ), healthcare properties (%5
) and commercial complexes. For example, we have been developing Zhangbei Zhongdu Garden,
Tianbao Jingbei Health City Commercial Building and Zhangbei Zhongdu Ginza for the above purposes.
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Strengthen engineering and technological innovation and IT capabilities to further improve our
efficiency and competitiveness and to develop ourselves as an energy-saving and environmental-
friendly construction company

We plan to bolster our commitment to critical technologies for building construction, particularly
to the advancement and application of BIM technology, keeping pace with technological development
and innovations.

We plan to build a robust system to attract and cultivate talents, in our industry to establish the
Tianbao Construction Engineering Research Institute and to deepen cooperation with external institutes
and agencies to foster technological innovation and commercialized technology in the entire lifecycle of
construction management.

We also plan to develop and promote green, energy-saving and environment-friendly technologies,
including pre-fabricated buildings, passive low-energy buildings and green technologies, as an added
value to our property development projects, thereby augmenting our brand recognition and providing our
customers with comfortable and healthy use of space.

Enhance our corporate governance and human resources management by further strengthening
our corporate culture and recruiting and retaining talented professionals with strong industry
backgrounds

We believe our unique corporate culture will continue to serve as the foundation for our future
development. We plan to enhance our corporate governance and human resources management through
(1) further expanding our talent recruitment channels as well as our external and internal talent pool and
implementing effective retention and incentive measures, actively recruiting talents for decision-making
processes and making use of social networks to expand our business; (ii) promoting the sharing of
knowledge and techniques among employees, organizing internal training and exchange programs and
encouraging employees to pursue advanced professional qualifications and certificates; (iii) encouraging
employees to participate in our management and decision-making processes, and cultivating a more
inclusive culture; and (iv) optimizing a performance-based remuneration system and incentive
mechanisms to provide fair and effective motivation for our employees.

OUR BUSINESS OPERATIONS
We principally engage in the following businesses:

° Property development business. As a property developer we focus primarily on the
development and sales of residential properties, and leasing and operation of an investment

property.

° Construction contracting business. We provide construction contracting services mainly as
a general contractor for building construction projects, infrastructure construction projects,
and industrial and commercial construction projects.
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The following table sets forth the breakdown of our revenue by business segment for the periods

indicated:
Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
% of % of % of % of % of
Revenue  revenue  Revenue  revenue Revenue  revenue Revenue  revenue Revenue  revenue
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Segment
Property development
business* 77,458 9.7 274,103 22.8 400,259 25.0 389,046 58.9 274,487 50.4
Construction contracting
business 722,734 90.3 928,175 77.2 1,201,480 750 271,488 41.1 269,939 49.6
Total 800,192 100.0 1,202,278 100.0 1,601,739 100.0 660,534 100.0 544,426 100.0

* This includes rental income of RMB1.6 million, RMB5.2 million, RMB8.6 million and RMB4.0 million in 2016, 2017,
2018 and the four months ended April 30, 2019, respectively.

The map below shows the location of our headquarters, the geographical coverage of our property
portfolio and ongoing construction projects as of August 31, 2019:
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Property Development Business

Our property development business operations consist of the development and sales of residential
properties, and leasing and operation of an investment property. We derive our revenue from sales of
residential properties and rental income from our investment property.

The table below sets forth a breakdown of our revenue from property development business by
business line and nature of income for the periods indicated:

Year ended December 31, Four months ended April 30,
Business line Nature of income 2016 2017 2018 2018 2019
% of % of % of % of % of
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)

Property development Sales of properties 75,811 97.9 268,933 98.1 391,709 97.9 387,727 99.7 270,507 98.6

sales

Commercial property — Rental income 1,647 2.1 5,170 1.9 8,550 2.1 1,319 0.3 3,980 1.4
investment and
operations

Total 77458  100.0 274,103  100.0 400,259  100.0 389,046  100.0 274,487  100.0

The following table sets forth a breakdown of our revenue recognized from sales of properties, the
aggregate GFA delivered, and the recognized ASP per sq.m. by property project for the periods

indicated:
Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
GFA Recognized ~ GFA Recognized ~ GFA Recognized ~ GFA Recognized ~ GFA Recognized
delivered  Revenue ASP  delivered Revenue ASP  delivered  Revenue ASP  Delivered Revenue ASP  Delivered  Revenue ASP
(RMB/ (RMB/ (RMB/ (RMB/ (RMB/
(sqm.)  (RMB000)  sq.m.) (sqm.)  (RMB000)  sq.m.) (sqm.)  (RMB000)  sq.m.) (sq.m.)  (RMB'000)  sq.m.) (sq.m.)  (RMB’000)  sq.m.)
(unaudited)
Zhuozhou
Tianma Jingyuan (K5 370) 4,535 28,442 6272 1,196 9,329 7,800 52 142 2,731 — — — — — —
Laojixiao Teachers
Apartment
(BHEHMAE) 30 17555 5801 2976 18902 6351 3194 16467 5156 309 16467 5,156 — - -
Tianhe Penghua (H 5%) 671 4206 6358 2983 218979 7340 91 94 54 91 945409 - - -
Tianbao Lingyun City
(RREZH) - - - - - - - - - - - — 3641 20507 742
Zhangjiakou
Tianbao New City Phase [
(RIRFS— 1) 7500 25,548 3,406 4718 21,7123 4,604 1,136 5,136 4501 704 3375 4794 — — —
Tianbao New City Phase II
(RS - - — — — — 108706 369470 3399 107,044 367391 3432 — — —
Total/overall 15732 75811 4819 38724 268,933 6945 113,179 391,709 3461 111,033 387,727 3492 36441 270,507 7423

As of August 31, 2019, we had a diverse portfolio of 20 projects consisting of 18 residential
properties, one investment property and one hotel. Out of these 20 projects, seven were completed
projects, seven were projects under development and six were projects held for future development.
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Our Project Portfolio

The manner in which we classify our projects may be different from the classifications employed
by other property developers. Each property project or project phase may require multiple land use right
certificates, construction land planning permits, construction work planning permits, construction work
commencement permits, pre-sales permits and other permits a