Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) take no responsibility for the contents of this announcement, 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
announcement.

This announcement and the listing document referred herein is for informational purposes only as
required by the Rules Governing the Listing of Securities on the Stock Exchange and is not an
offer to sell or the solicitation of an offer to buy any securities in the United States or in any other
Jjurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or
qualification under the securities laws of any such jurisdiction. Neither this announcement nor
anything herein (including the listing document) forms the basis for any contract or commitment
whatsoever. The securities referred to herein have not been and will not be registered under the
United States Securities Act of 1933, as amended, and may not be offered or sold in the United States
absent registration or an applicable exemption from registration. Any public offering of securities to
be made in the United States will be made by means of a prospectus. Such prospectus will contain
detailed information about the Company (as defined below) and management, as well as financial
statements. No public offer of securities is to be made by the Company in the United States.

For the avoidance of doubt, the publication of this announcement and the listing document referred to
herein shall not be deemed to be an offer of securities made pursuant to a prospectus issued by or on
behalf of the issuer for the purposes of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap. 32) of Hong Kong nor shall it constitute an advertisement, invitation or document
containing an invitation to the public to enter into or offer to enter into an agreement to acquire,
dispose of, subscribe for or underwrite securities for the purposes of the Securities and Futures
Ordinance (Cap. 571) of Hong Kong.
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PUBLICATION OF THE OFFERING MEMORANDUM

This announcement is issued pursuant to Rule 37.39A of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).



Please refer to the offering memorandum dated 31 May 2021 (the “Offering Memorandum”)
appended herein in relation to the issuance of the Notes. As disclosed in the Offering Memorandum,
the Notes were intended for purchase by professional investors (as defined in Chapter 37 of the
Listing Rules) only and have been listed on the Stock Exchange on that basis.

The Offering Memorandum does not constitute a prospectus, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an invitation
to the public to make offers to subscribe for or purchase any securities, nor is it circulated to invite
offers by the public to subscribe for or purchase any securities.

The Offering Memorandum must not be regarded as an inducement to subscribe for or purchase any
securities of the Company, and no such inducement is intended. No investment decision should be
made based on the information contained in the Offering Memorandum.

By Order of the Board
Datang Group Holdings Limited
Wu Di

Chairman
Hong Kong, 8 June 2021

As at the date of this announcement, the executive Directors are Mr. WU Di, Mr. HAO Shengchun,
Mr. TANG Guozhong and Ms. ZHANG Jianhua and the independent non-executive Directors are Mr.
QU Wenzhou, Ms. XIN Zhu and Mr. TAM Chi Choi.



IMPORTANT NOTICE
NOT FOR DISTRIBUTION IN THE UNITED STATES

You must read the following disclaimer before continuing. The following disclaimer applies to the document following this page and
you are therefore advised to read this disclaimer carefully before accessing, reading or making any other use of the attached document.
In accessing the attached document, you agree to be bound by the following terms and conditions, including any modifications to them
from time to time, each time you receive any information from us as a result of such access.

You acknowledge that the attached document and the information contained therein are strictly confidential and intended for
you only. You are not authorized to and you may not forward or deliver the attached document, electronically or otherwise, to any
other person or reproduce such document in any manner whatsoever, nor may you disclose the information contained in the attached
document to any third-party or use it for any other purpose. Any forwarding, distribution, publication or reproduction of the
attached document in whole or in part or disclosure of any information contained therein or any use of such information for
any other purpose is unauthorized. Failure to comply with this directive may result in a violation of the securities laws of applicable
jurisdictions.

Nothing in this electronic transmission constitutes an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction
where it is unlawful to do so. The securities referred to in the attached document have not been and will not be registered under the
U.S. Securities Act of 1933, as amended (the “U.S. Securities Act”), or under any securities laws of any state or other jurisdiction of
the United States, and may not be offered, sold, resold, transferred or delivered, directly or indirectly, within the United States except
pursuant to an applicable exemption from the registration requirements of the U.S. Securities Act and in compliance with any applicable
securities laws of any state or other jurisdiction of the United States.

The attached document is not a prospectus for the purposes of the European Union’s Regulation (EU) 2017/1129, including as the same
forms part of domestic law in the United Kingdom by virtue of the European Union (Withdrawal) Act 2018.

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

Prohibition of Sales to EEA Retail Investors — The Notes are not intended to be offered, sold or otherwise made available to and
should not be offered, sold or otherwise made available to any retail investor in the European Economic Area (“EEA”). For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU, as amended (“MIFID II”); or (ii) a customer within the meaning of Directive 2002/92/EC (the “Insurance Mediation
Directive”), as amended, where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of
MiFID II. Consequently no key information document required by Regulation (EU) No 1286/2014, as amended (the “PRIIPs
Regulation”) for offering or selling the securities or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the securities or otherwise making them available to any retail investor in the EEA may be unlawful
under the PRIIPs Regulation.

Prohibition of Sales to UK Retail Investors — The Notes are not intended to be offered, sold or otherwise made available to and
should not be offered, sold or otherwise made available to any retail investor in the United Kingdom (“UK”). For these purposes, a
retail investor means a person who is one (or more) of: (i) a retail client, as defined in point (8) of Article 2 of Regulation (EU) No
2017/565 as it forms part of domestic law by virtue of the European Union (Withdrawal) Act 2018 (“EUWA”); or (ii) a customer
within the meaning of the provisions of the Financial Services and Markets Act 2000 (the “FSMA”) and any rules or regulations made
under the FSMA to implement Directive (EU) 2016/97, where that customer would not qualify as a professional client, as defined in
point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of domestic law by virtue of the EUWA; Consequently no
key information document required by Regulation (EU) No 1286/2014 as it forms part of domestic law by virtue of the EUWA (the
“UK PRIIPs Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in the UK has been
prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor in the UK may be
unlawful under the UK PRIIPs Regulation.

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore
(the “SFA”) and the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the “CMP Regulations 2018”),
the Issuer has determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes are
‘prescribed capital markets products’ (as defined in the CMP Regulations 2018) and Excluded Investment Products (as defined in MAS
Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on
Investment Products).

CONFIRMATION OF YOUR REPRESENTATION: IN ORDER TO BE ELIGIBLE TO VIEW THE ATTACHED DOCUMENT,
INVESTORS MUST COMPLY WITH THE FOLLOWING PROVISIONS. YOU HAVE BEEN SENT THE ATTACHED
DOCUMENT ON THE BASIS THAT YOU HAVE CONFIRMED TO GUOTAI JUNAN SECURITIES (HONG KONG) LIMITED,
CHINA INTERNATIONAL CAPITAL CORPORATION HONG KONG SECURITIES LIMITED, HAITONG INTERNATIONAL
SECURITIES COMPANY LIMITED, CCB INTERNATIONAL CAPITAL LIMITED, CHINA GALAXY INTERNATIONAL
SECURITIES (HONG KONG) CO. LTD, GLORY SUN SECURITIES LIMITED, BNP PARIBAS, CMB INTERNATIONAL
CAPITAL LIMITED, CHINA EVERBRIGHT SECURITIES (HK) LIMITED, AMTD GLOBAL MARKETS LIMITED, VISION
CAPITAL INTERNATIONAL HOLDINGS LIMITED, JQ SECURITIES (HONG KONG) LIMITED, CENTRAL WEALTH
SECURITIES INVESTMENT LIMITED, SOOCHOW SECURITIES INTERNATIONAL BROKERAGE LIMITED, GLAM
CAPITAL LIMITED, VALUABLE CAPITAL LIMITED AND CHINA MERCHANTS SECURITIES (HK) CO., LIMITED THAT
YOU (I) ARE OUTSIDE THE UNITED STATES, AND, TO THE EXTENT YOU PURCHASE THE SECURITIES DESCRIBED IN
THE ATTACHED DOCUMENT, YOU WILL BE DOING SO IN AN OFFSHORE TRANSACTION, AS DEFINED IN
REGULATION S UNDER THE U.S. SECURITIES ACT (“REGULATION S”), IN COMPLIANCE WITH REGULATION S; AND
(II) THE E-MAIL ADDRESS THAT YOU GAVE US AND TO WHICH THE OFFERING MEMORANDUM HAS BEEN
DELIVERED IS NOT LOCATED IN THE UNITED STATES (WITHIN THE MEANING OF REGULATION S UNDER THE
SECURITIES ACT); AND (III) CONSENT TO DELIVERY BY ELECTRONIC TRANSMISSION.

If you have gained access to this transmission contrary to the foregoing restrictions, you will be unable to purchase any of the securities
described therein.

This document has been made available to you in electronic form. You are reminded that documents transmitted via this medium may
be altered or changed during the process of transmission and consequently no person nor any person who controls them or any of their
respective directors, employees, representation or affiliates accepts any liability or responsibility whatsoever in respect of any difference
between the document distributed to you in electronic format and the hard copy version.

You are responsible for protecting against viruses and other destructive items. Your receipt of this electronic transmission is at your
own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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12.50% Senior Notes due 2022
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Our 12.50% Senior Notes due 2022 (the “Notes”) will bear interest from and including June 7, 2021 at 12.50% per annum payable in arrears on December
7, 2021 and June 6, 2022. The Notes will mature on June 6, 2022.

The Notes are senior obligations of Datang Group Holdings Limited (the “Company”), guaranteed by certain of our existing subsidiaries (the “Subsidiary
Guarantors”), other than those organized under the laws of the PRC and certain other subsidiaries specified in the section entitled “Description of the
Notes.” We refer to the guarantees by the Subsidiary Guarantors as Subsidiary Guarantees. Under certain circumstances and subject to certain conditions, a
Subsidiary Guarantee required to be provided by a subsidiary of the Company may be replaced by a limited-recourse guarantee (the “JV Subsidiary
Guarantee”). We refer to the subsidiaries providing a JV Subsidiary Guarantee as JV Subsidiary Guarantors.

At any time prior to June 6, 2022, we may at our option redeem the Notes, in whole but not in part, at a redemption price equal to 100% of the principal
amount of the Notes plus a premium (as set out in the section entitled “Description of the Notes” of this offering memorandum) as of, and accrued and
unpaid interest, if any, to (but not including) the redemption date. At any time and from time to time prior to June 6, 2022, we may redeem up to 35% of
the Notes, at a redemption price of 112.50% of the principal amount of the Notes, plus accrued and unpaid interest, if any, to (but not including) the
redemption date, with the net cash proceeds from sales of certain kinds of capital stock of the Company. Upon the occurrence of a Change of Control (as
defined in the Indenture), we must make an offer to repurchase all Notes outstanding at a purchase price equal to 101% of their principal amount, plus
accrued and unpaid interest, if any, to the date of repurchase.

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

For a more detailed description of the Notes, see the section entitled “Description of the Notes” beginning on page 141.

Investing in the Notes involves risks. Furthermore, investors should be aware that the Notes are guaranteed by Subsidiary Guarantors which do not
currently have significant operations and certain Subsidiary Guarantees may in some cases be replaced by limited-recourse guarantees and that there are
various other risks relating to the Notes, the Company and its subsidiaries, their business and their jurisdictions of operations which investors should
familiarise themselves with before making an investment in the Notes. See the section entitled “Risk Factors” beginning on page 8 and particularly pages
43 to 54 for risks relating to the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees.

Application will be made to The Stock Exchange of Hong Kong Limited (the “SEHK” or “Hong Kong Stock Exchange”) for the listing of the Notes by
way of debt issues to professional investors (as defined in Chapter 37 of the Rules Governing the Listing of Securities on the SEHK (“Professional
Investors”) only. This offering memorandum is for distribution to Professional Investors only. Notice to Hong Kong investors: The Company, the
Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) confirm that the Notes are intended for purchase by Professional Investors only and will
be listed on SEHK on that basis. Accordingly, the Company confirms that the Notes are not appropriate as an investment for retail investors in Hong Kong.
Investors should carefully consider the risks involved.

The SEHK has not reviewed the contents of this offering memorandum, other than to ensure that the prescribed form disclaimer and
responsibility statements, and a statement limiting distribution of this offering andum to Profi 1 Investors only have been reproduced
in this offering memorandum. Listing of the Notes on SEHK is not to be taken as an indication of the commercial merits or credit quality of the
Notes or the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) or quality of disclosure in this offering
memorandum. Hong Kong Exchanges and Clearing Limited and SEHK take no responsibility for the contents of this offering memorandum, 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 offering memorandum.

This offering memorandum includes particulars given in compliance with the Rules Governing the Listing of Securities on SEHK for the purpose of giving
information with regard to the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any). The Company, the Subsidiary Guarantors
and the JV Subsidiary Guarantors (if any) accept full responsibility for the accuracy of the information contained in this offering memorandum and
confirm, having made all reasonable enquiries, that to the best of their knowledge and belief there are no other facts the omission of which would make
any statement herein misleading.

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

It is expected that the delivery of the Notes will be made on or about June 7, 2021 through the book-entry facilities of the Euroclear Bank SA/NV
(“Euroclear”) and Clearstream Banking S.A. (“Clearstream”), against payment therefor in immediately available funds.

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

Guotai Junan International China International Capital Corporation Haitong International
CCB International China Galaxy International Securities (Hong Kong) Co., Ltd
Joint Bookrunners and Joint Lead Managers
Glory Sun Financial BNP PARIBAS CMB International Everbright Securities
International
AMTD Vision Capital International JO Securities Central Wealth Securities
Investment Limited

Soochow Securities GLAM Capital Limited Valuable Capital Limited China Merchants Securities

International (HK)

The date of this offering memorandum is May 31, 2021
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This offering memorandum does not constitute an offer to sell to, or a solicitation of an offer to buy from,
any person in any jurisdiction to whom it is unlawful to make the offer or solicitation in such jurisdiction.
Neither the delivery of this offering memorandum nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in our affairs since the date of this
offering memorandum or that the information contained in this offering memorandum is correct as of any
time after that date.

The attached document is not a prospectus for the purposes of the European Union’s Regulation (EU) 2017/
1129, including as the same forms part of domestic law in the United Kingdom by virtue of the European
Union (Withdrawal) Act 2018.

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

IN CONNECTION WITH THIS OFFERING, ANY OF THE INITIAL PURCHASERS, AS STABILIZING
MANAGER, OR ANY PERSON ACTING FOR IT, MAY PURCHASE AND SELL THE NOTES IN THE
OPEN MARKET. THESE TRANSACTIONS MAY, TO THE EXTENT PERMITTED BY APPLICABLE
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LAWS AND REGULATIONS, INCLUDE SHORT SALES, STABILIZING TRANSACTIONS AND
PURCHASES TO COVER POSITIONS CREATED BY SHORT SALES. THESE ACTIVITIES MAY
STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE MARKET PRICE OF THE NOTES. AS A
RESULT, THE PRICE OF THE NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE
MIGHT EXIST IN THE OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE
DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END AFTER A
LIMITED TIME. THESE ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR THE ACCOUNT OF
THE STABILIZING MANAGER, AND NOT FOR US OR ON OUR BEHALF.

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

Prohibition of Sales to UK Retail Investors — The Notes are not intended to be offered, sold or otherwise
made available to and should not be offered, sold or otherwise made available to any retail investor in the
United Kingdom (“UK”). For these purposes, a retail investor means a person who is one (or more) of: (i) a
retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of domestic
law by virtue of the European Union (Withdrawal) Act 2018 (“EUWA”); or (ii) a customer within the
meaning of the provisions of the Financial Services and Markets Act 2000 (the “FSMA”) and any rules or
regulations made under the FSMA to implement Directive (EU) 2016/97, where that customer would not
qualify as a professional client, as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it
forms part of domestic law by virtue of the EUWA. Consequently no key information document required by
Regulation (EU) No 1286/2014 as it forms part of domestic law by virtue of the EUWA (the “UK PRIIPs
Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in the
UK has been prepared and therefore offering or selling the Notes or otherwise making them available to any
retail investor in the UK may be unlawful under the UK PRIIPs Regulation.

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures Act
(Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “CMP Regulations 20187), the Issuer has determined, and hereby
notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes are ’prescribed
capital markets products’ (as defined in the CMP Regulations 2018) and Excluded Investment Products (as
defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-
N16: Notice on Recommendations on Investment Products).

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



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

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

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

No representation or warranty, express or implied, is made by Guotai Junan Securities (Hong Kong)
Limited, China International Capital Corporation Hong Kong Securities Limited, Haitong International
Securities Company Limited, CCB International Capital Limited, China Galaxy International Securities
(Hong Kong) Co. Ltd, Glory Sun Securities Limited, BNP PARIBAS, CMB International Capital Limited,
China Everbright Securities (HK) Limited, AMTD Global Markets Limited, Vision Capital International
Holdings Limited, JQ Securities (Hong Kong) Limited, Central Wealth Securities Investment Limited,
Soochow Securities International Brokerage Limited, GLAM Capital Limited, Valuable Capital Limited and
China Merchants Securities (HK) Co., Limited. (the “Initial Purchasers”), China Construction Bank (Asia)
Corporation Limited (the “Trustee”), China Construction Bank (Asia) Corporation Limited as the paying and
transfer agent and registrar (collectively, the “Agents”) or any of their respective affiliates or advisors as to
the accuracy or completeness of the information set forth herein, and nothing contained in this offering
memorandum is, or should be relied upon as, a promise or representation, whether as to the past or the
future.

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

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

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

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

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

We have prepared this offering memorandum using a number of conventions, which you should consider

EEINT3 ELINT3

when reading the information contained herein. When we use the terms “we,” “us,” “our,” the “Company,”

2

the “Group,” “our Group” and words of similar import, we are referring to Datang Group Holdings Limited

itself, or Datang Group Holdings Limited and its consolidated subsidiaries, as the context requires.

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

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

We record and publish our financial statements in Renminbi. Unless otherwise stated in this offering
memorandum, all translations from Renminbi amounts to U.S. dollars were made at the rate of RMB6.5250
to US$1.00, the noon buying rate in New York City for cable transfers payable in Renminbi as certified for
customs purposes by the Federal Reserve Bank of New York on December 31, 2020, and all translations
from H.K. dollars into U.S. dollars were made at the rate of HK$7.7534 to US$1.00, the noon buying rate in
New York City for cable transfers payable in H.K. dollars as certified for customs purposes by the Federal
Reserve Bank of New York on December 31, 2020. All such translations in this offering memorandum are
provided solely for your convenience and no representation is made that the Renminbi amounts referred to
herein have been, could have been or could be converted into U.S. dollars or H.K. dollars, or vice versa, at
any particular rate or at all.

References to “ASP” means average selling price.
Reference to “CRIC” means a PRC property market database, commonly known as “¥¢ fii 5.

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

Our financial statements are prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”) issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”), which
differ in certain respects from generally accepted accounting principles in certain other countries. You



should seek professional advice with respect to such differences in generally accepted principles. Unless the
context otherwise requires, financial information in this offering memorandum is presented on a
consolidated basis.

Unless the context otherwise requires, references to “2018,” “2019” and “2020” in this offering
memorandum are to our financial years ended December 31, 2018, 2019 and 2020, respectively.

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

In this offering memorandum, unless the context otherwise requires, all references to “affiliate” are to person
or entity directly or indirectly controlled by, or under the direct or indirect common control of, another
person or entity; all references to ‘“subsidiary” are used with the meaning ascribed to it in the Rules
Governing the Listing of Securities on the Hong Kong Stock Exchange, as amended (the “Listing Rules”),
which includes:(i) a “subsidiary undertaking” as defined in the twenty-third schedule to the Companies
Ordinance (Chapter 32 of the Laws of Hong Kong) (the “Companies Ordinance”), (ii) any entity which is
accounted for and consolidated in the audited consolidated accounts of another entity as a subsidiary
pursuant to HKFRS or International Financial Reporting Standards, as applicable, and (iii) any entity which
will, as a result of acquisition of its equity interest by another entity, be accounted for and consolidated in
the next audited consolidated accounts of such other entity as a subsidiary pursuant to HKFRS or
International Financial Reporting Standards, as applicable; all references to “associate” are used with the
meaning ascribed thereto under the Listing Rules, which includes:(i) in relation to an individual, his spouse
and children under the age of 18, certain trustees, his or his family holding companies, as well as companies
over which he, his family, trustee interests and holding companies exercise at least 30% voting power, (ii) in
relation to a company, its subsidiaries, its holding companies, subsidiaries of such holding companies,
certain trustees, as well as companies over which such company and its subsidiaries, trustee interests,
holding companies and subsidiaries of such holding companies together exercise at least 30% voting power
and (iii) in the context of connected transactions, certain connected persons and enlarged family members of
a director, chief executive or substantial shareholder of a listed issuer; and all references to “controlling
shareholder” are used with the meaning ascribed thereto under the Listing Rules, including any person or
group of persons who are entitled to exercise 30% or more of the voting power at our general meetings or
are in a position to control the composition of a majority of our board of directors, and “controlling interest”
will be construed accordingly.

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

In this offering memorandum, a land use rights certificate refers to a state-owned land use rights certificate
(204 + Ho A FHERS) issued by a local real estate and land resources bureau with respect to the land use
rights; a construction land planning permit refers to a construction land planning permit (&2 #% Ffl HukE &3 v]
#) issued by local urban zoning and planning bureaus or equivalent authorities in China; a construction
works planning permit refers to a construction works planning permit (ZE&¢ TFERIE|FF A #) issued by
local urban zoning and planning bureaus or equivalent authorities in China; a construction permit refers to a
construction works commencement permit (22 T2/ T#F Al #) issued by local construction committees
or equivalent authorities in China; a pre-sale permit refers to a commodity property pre-sale permit (% i 5
THEFFA#F) issued by local housing and building administrative bureaus or equivalent authorities with
respect to the pre-sale of relevant properties; a certificate of completion refers to a construction project
planning inspection and clearance certificate (¢ LR #5175 45#) issued by local urban zoning and
planning bureaus or equivalent authorities or equivalent certificate issued by relevant authorities in China
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with respect to the completion of property projects subsequent to their on-site examination and inspection;
and a property ownership certificate refers to a property ownership and land use rights certificate (7 1l
fii FIHERE) issued by a local real estate and land resources bureau with respect to the land use rights and the
ownership rights of the buildings on the relevant land.

In this offering memorandum, where information has been presented in thousands or millions of units,
amounts may have been rounded up or down. Accordingly, totals of columns or rows of numbers in tables
may not be equal to the apparent total of the individual items and actual numbers may differ from those
contained herein due to such rounding.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations, certificates, titles

and the like are translations of their Chinese names and are included for identification purposes only. In the
event of any inconsistency, the Chinese name prevails.
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FORWARD-LOOKING STATEMENTS

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

. our business and operating strategies;

. our capital expenditure and property development plans;

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

. our operations and business prospects;

. various business opportunities that we may pursue;

. the interpretation and implementation of the existing rules and regulations relating to land

appreciation tax and its future changes in enactment, interpretation or enforcement;

. the prospective financial information regarding our businesses;

. availability and costs of bank loans and other forms of financing;

. our dividend policy;

. projects under development or held for future development;

. the regulatory environment of our industry in general;

. the performance and future developments of the property market in China or any region in China in

which we may engage in property development;

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

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

. timely repayments by our purchasers of mortgage loans guaranteed by us;
. changes in competitive conditions and our ability to compete under these conditions;
. the performance of the obligations and undertakings of the third-party contractors under various

construction, building, interior decoration, material and equipment supply and installation contracts;

. changes in currency exchange rates; and

. other factors beyond our control.
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In some cases, you can identify forward-looking statements by such terminology as “may,” “will,” “should,”
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“could,” “would,” “expect,” “intend,” “plan,
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anticipate,” “going forward,” “ought to,” “seek,” “project,”

LRI EEINT3 2

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

forth in this section.
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ENFORCEMENT OF CIVIL LIABILITIES

We are an exempted company incorporated in the Cayman Islands with limited liability, and each Subsidiary
Guarantor and JV Subsidiary Guarantor (if any) is also incorporated or may be incorporated, as the case may
be, in a jurisdiction outside the United States, such as the British Virgin Islands or Hong Kong. The Cayman
Islands, the British Virgin Islands, Hong Kong and other jurisdictions have different bodies of securities
laws from the United States and protections for investors may differ.

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

We and each of the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) expect to appoint
Cogency Global Inc. as our and their respective agent to receive service of process with respect to any
action brought against us, the Subsidiary Guarantors or the JV Subsidiary Guarantors (if any) in the United
States federal courts located in the Borough of Manhattan, The City of New York under the federal
securities laws of the United States or of any state of the United States or any action brought against us, the
Subsidiary Guarantors or the JV Subsidiary Guarantors (if any) in the courts of the State of New York in the
Borough of Manhattan, The City of New York under the securities laws of the State of New York.

We have been advised by our Cayman Islands legal advisor, Appleby, that any final and conclusive
judgment for a definite sum (not being a sum payable in respect of taxes or other charges of a like nature
nor a fine or other penalty) and/or certain non-monetary judgments rendered in any action or proceedings
brought against us in a foreign court (other than certain judgments of a superior court of certain states of the
Commonwealth of Australia) will be recognised as a valid judgment by the courts of the Cayman Islands
without re-examination of the merits of the case. On general principles, we would expect such proceedings
to be successful provided that the court which gave the judgment was competent to hear the action in
accordance with private international law principles as applied in the Cayman Islands and the judgment is
not contrary to public policy in the Cayman Islands, has not been obtained by fraud or in proceedings
contrary to natural justice.

We have also been advised by our British Virgin Islands legal advisor, Appleby, that neither the Reciprocal
Enforcement of Judgments Act (1922) or the Foreign Judgments (Reciprocal Enforcement) Act (1964)
applies to judgments from courts in the United States, and therefore any final and conclusive monetary
judgment from courts in the United States for a definite sum against us may be the subject of enforcement
proceedings in the courts of the British Virgin Islands under the common law doctrine of obligation by
action on the debt evidenced by the judgment of such competent courts in the United States. A final opinion
as to the availability of this remedy should be sought when the facts surrounding the judgment of the courts
in the United States are known, but, on general principles, we would expect such proceedings to be
successful provided that (a) the courts in the United States had jurisdiction in the matter and we either
submitted to such jurisdiction or were resident or carrying on business within such jurisdiction and were
duly served with process; (b) the judgment given by the courts in the United States was not in respect of
penalties, taxes, fines or similar fiscal or revenue obligations; (c) the judgment was not obtained by fraud;



(d) recognition or enforcement of the judgment would not be contrary to British Virgin Islands public
policy; and (e) the proceedings pursuant to which judgment was obtained were not contrary to natural
justice.

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

(1) was obtained by fraud;

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

(iii)  is contrary to public policy or natural justice in Hong Kong;
(iv)  is based on foreign penal, revenue or other public law; or

(v)  falls within Section 3(1) of the Foreign Judgments (Restriction on Recognition and Enforcement)
Ordinance (Chapter 46 of the Laws of Hong Kong).

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

This summary does not contain all the information that may be important to you in deciding to invest in the
Notes. You should read the entire offering memorandum, including the section entitled “Risk Factors” and

our consolidated financial statements and related notes thereto, before making an investment decision.
OVERVIEW

We are a property developer in China focused on the development of residential and commercial properties
in selected economic regions. We have expanded our business into mainly six economic regions in China,
including the Western Taiwan Strait Economic Region, Beibu Gulf Region and Neighboring Cities, Beijing-
Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze River Delta Region and
Chengdu-Chongqging Region. In 2020, we were ranked 73rd among the Top 200 Real Estate Property
Developers in China in terms of contracted sales amount by the CRIC. In 2018, 2019 and 2020, we were one
of the top three property developers in urban areas of Zhangzhou and Nanning in terms of contracted sales
amount by the CRIC.

Headquartered in Xiamen, we historically focused our property development business mainly in the Western
Taiwan Strait Economic Region, capturing the opportunities presented by its growing economy. Leveraging
our experience and success in the Western Taiwan Strait Economic Region, we have expanded our property
development business into other economic regions in China, including the Beibu Gulf Region and
Neighboring Cities, Beijing-Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze
River Delta Region and Chengdu-Chongqging Region. We intend to further solidify our market position in
the six economic regions while expanding into selected cities that we consider to have high growth potential
in these regions. We are primarily engaged in the development of residential properties, including the Youth
Series (KFEHRFR), Royalty Series (Ht%%&) and Impression Series (EF/5:%), which generally target
customers with a demand for their first homes, and first and second home upgrades, respectively. We follow
our Chinese design philosophy and strive to infuse distinctive Chinese design elements into our property
designs. We have received numerous awards and recognitions for our property designs. See “Business —
Awards and Recognitions” for more information on our awards and recognitions.

We also develop commercial properties, including office buildings, hotels, shopping centers and others,
which we believe will not only diversify our source of income, but also enhance our brand name. We hold a
portion of our commercial properties for long-term investment.

Our revenue grew at a CAGR of approximately 38.8% from RMBS5,495.6 million in 2018 to RMB10,588.4
million (US$1,622.7 million) in 2020. Our net profit grew at a CAGR of 27.0% from approximately from
RMBS588.2 million in 2018 to RMB950.0 million (US$145.6 million) in 2020.

COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed and will continue to contribute to our
continued success:

. a property developer with a strong presence in selected regions in China;

. offering customer-oriented products with distinctive designs that enhance the value of residential
properties under our “Datang” brand;

. established standardized property development process and efficient operating system to ensure rapid
development and quality products;




quality land bank and diversified land acquisition methods;
prudent financial policies and proactive cost-control measures; and

experienced, capable and visionary management team to support our long-term growth.

BUSINESS STRATEGIES

We intend to implement the following business strategies in order to achieve our goal of becoming a leading

property development company in China, and providing quality products and services to our customers:

continue our strategic expansion into selected city clusters and further solidify our position in the
PRC market;

continue to deliver quality properties using our standardized operating procedures to increase
operational efficiency and further expand our business;

further enhance our customer-oriented product offerings and increase customer loyalty and enhance
brand value;

continue to implement prudent financial policies, optimize our capital structure and actively explore
business opportunities with other property developers; and

enhance our human resource management and increase our talent reserves.

RECENT DEVELOPMENTS

Land Acquisition

Subsequent to December 31, 2020, we have acquired the following major projects. The following table sets

forth certain information regarding these projects:

Planned
Project Name Location Total GFA
(sq.m.)

Longyan, No.l Nanhuan Road District, 42mu Longyan 102,571
(CHEL BB T 597 20 6 g BR B 1 584200

Longyan, Xinluo District, Longyan Avenue, 26mu (HE & i 8 Longyan 52,983
ST PNERST S

Nanning, Liangqing District, Wuxiang New District, 94mu (Fd Nanning 253,852
BT R T 5B [#.94HA)

Chengdu, Chongzhou City, Yangma New Town, 56mu (5} Chengdu 101,372
TSN T 3 55 BT S5 61A)

Chengdu, Chongzhou City, Yangma New Town, 61mu (f#B Chengdu 110,614
[EESUIE ST BT

Changsha, Yuelu District, Xueshi Road, 214mu (R Changsha 428,177
[ 22+ B 2 14A)

Yunnan, Wenshan City, Zhongcheng District, 65mu (g & 3L Wenshan 181,809
LT i 6 5 A )

Fuzhou, Fuqing City, Qingrong Avenue, 38mu Fuzhou 85,859
(R M T A8 i T 3 5K A 38A)

Nanchang, Liantang Avenue, 62.7mu Nanchang 139,357

(P8 BTl R B SR B K 62.70)




GENERAL INFORMATION

We were incorporated in the Cayman Islands on December 14, 2018, as an exempted company with limited
liability. Our shares have been listed on the SEHK since November 27, 2020 under stock code 2117. Our
principal place of business in the PRC is located in Tower B, Dynasty Center No.2001, Lvling Street,
Siming District, Xiamen, Fujian Province, China. Our place of business in Hong Kong is located at 40/F,
Sunlight Tower, 248 Queen’s Road East, Wanchai. Our registered office is located at Windward 3, Regatta
Office Park, PO Box 1350, Grand Cayman KY1-1108. Our website is www.dyna888.com. Information
contained on our website does not constitute part of this offering memorandum.




THE OFFERING

The following summary is provided solely for your convenience. This summary is not intended to be
complete. You should read the full text and more specific details contained elsewhere in this offering
memorandum. See “Description of the Notes.” Terms used in this summary and not defined shall have the

same meanings given to them in “Description of the Notes.”

Issuer . . .. ............... Datang Group Holdings Limited (KHEEEZERARATR) (the
“Company”)
Notes Offered . . . . . ... ... ... US$300,000,000 aggregate principal amount of 12.50% Senior

Notes due 2022 (the “Notes™).

Issue Price . . . ... .......... 99.547% of the principal amount of the Notes.

Issue Date . . . . ... ... ...... June 7, 2021 (the “Original Issue Date”).

Maturity Date . . . .. ... ... .. June 6, 2022.

Interest . . . .. ... ... ........ The Notes bear interest from and including June 7, 2021 at the rate

of 12.50% per annum, payable in arrear.

Interest Payment Dates . . . . . . . December 7, 2021 and June 6, 2022.
Ranking of the Notes . . . . . . .. The Notes are:
. general obligations of the Company;
. senior in right of payment to any existing and future

obligations of the Company expressly subordinated in right
of payment to the Notes;

. at least pari passu in right of payment with all other
unsecured, unsubordinated Indebtedness of the Company
(subject to any priority rights of such unsecured,
unsubordinated Indebtedness pursuant to applicable law);

. guaranteed by the Subsidiary Guarantors and the JV
Subsidiary Guarantors, if any, on a senior basis, subject to
the limitations below under “Description of the Notes — The
Subsidiary Guarantees and JV Subsidiary Guarantees” and in
“Risk Factors — Risks Relating to the Subsidiary Guarantees
and the JV Subsidiary Guarantees”;

. effectively subordinated to the secured obligations (if any) of
the Company, the Subsidiary Guarantors and the JV
Subsidiary Guarantors (if any), to the extent of the value
of the assets serving as security therefor; and

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




Subsidiary Guarantees and JV

Subsidiary Guarantee

Each of the Subsidiary Guarantors and the JV Subsidiary
Guarantors (if any) will, jointly and severally, guarantee the due
and punctual payment of the principal of, premium, if any, and
interest on, and all other amounts payable under, the Notes.

A Subsidiary Guarantee given by a Subsidiary Guarantor and a JV
Subsidiary Guarantee (if any) given by a JV Subsidiary Guarantor
may be released in certain circumstances. See “Description of the
Notes — Release of the Subsidiary Guarantees and JV Subsidiary
Guarantees.”

The initial Subsidiary Guarantors that will execute the Indenture on
the Original Issue Date will consist of Datang Investment Limited,
Dynasty Development International Limited and Dynasty
Management International Limited. See “Description of the
Notes.” All of the Subsidiary Guarantors are holding companies
that do not have significant operations.

The Company will cause each of its future Restricted Subsidiary
(other than any Restricted Subsidiaries organized under the laws of
the PRC, any Exempted Subsidiaries or any Listed Subsidiaries)
provide a guarantee of the Notes promptly and in any event within
30 days of becoming a Restricted Subsidiary, or ceases to be an
Exempted Subsidiary or a Listed Subsidiary.

Notwithstanding the foregoing sentence, the Company may elect to
have any future Restricted Subsidiary organized outside the PRC
(that is not an Exempted Subsidiary or a Listed Subsidiary) not
provide a Subsidiary Guarantee or a JV Subsidiary Guarantee (such
Restricted Subsidiaries that do not provide a Subsidiary Guarantee
or a JV Subsidiary Guarantee in accordance with the Indenture, the
“Other Non-Guarantor Subsidiaries”) at the time such entity
becomes a Restricted Subsidiary or ceases to be an Exempted
Subsidiary or a Listed Subsidiary; provided that after giving effect
to the Consolidated Assets of such Restricted Subsidiary, the
Consolidated Assets of all Restricted Subsidiaries organized outside
the PRC (other than Exempted Subsidiaries and Listed Subsidiaries)
that are not Subsidiary Guarantors or JV Subsidiary Guarantors do
not account for more than 15% of Total Assets.

A Subsidiary Guarantee may be released or replaced in certain
circumstances. See “Description of the Notes — The Subsidiary
Guarantees — Release of the Subsidiary Guarantees or JV
Subsidiary Guarantees.” In the case of a Subsidiary Guarantor
with respect to which the Company or any of its Restricted
Subsidiaries is proposing to sell, whether through the sale of
existing shares or the issuance of new shares, no less than 20.0% of
the Capital Stock of such Subsidiary Guarantor, the Company may
release the Subsidiary Guarantees provided by such Subsidiary
Guarantor and each of its Restricted Subsidiaries organized outside
the PRC, provided that after the release of such Subsidiary
Guarantees, the Consolidated Assets of all Other Non-Guarantor
Subsidiaries do not account for more than 15% of the Total Assets.

—5__




Ranking of Subsidiary Guarantees The Subsidiary Guarantee of each Subsidiary Guarantor:

. is a general obligation of such Subsidiary Guarantor;

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

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

. ranks at least pari passu in right of payment with all other
unsecured and unsubordinated Indebtedness of such
Subsidiary Guarantor (subject to any priority rights of such
unsecured and unsubordinated Indebtedness pursuant to
applicable law); and

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

See “Risk Factors — Risks Relating to the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

Ranking of JV Subsidiary If any is provided, the JV Subsidiary Guarantee of each JV
Guarantees . . . ... ... ... .. Subsidiary Guarantor:
. will be a general obligation of such JV Subsidiary
Guarantor;
. will be enforceable only up to the JV Entitlement Amount;
. will be effectively subordinated to the secured obligations of

such JV Subsidiary Guarantor, to the extent of the value of
the assets serving as security therefor;

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

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

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




Use of Proceeds . . . .

Optional Redemption

Redemption for Taxation

Reasons . . . . . ..

Repurchase of Notes Upon a

Change of Control

See “Risk Factors — Risks Relating to the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

See the section entitled “Use of Proceeds.”

At any time prior to June 6, 2022, the Company will be entitled at
its option to redeem the Notes in whole but not in part, at a
redemption price equal to 100% of the principal amount of the
Notes redeemed plus the Applicable Premium as of, and accrued
and unpaid interest, if any, to (but not including), the redemption
date.

At any time and from time to time prior to June 6, 2022, the
Company may redeem up to 35% of the aggregate principal amount
of the Notes with the proceeds from sales of certain kinds of capital
stocks of the Company at a redemption price of 112.50% of the
principal amount of the Notes redeemed, plus accrued and unpaid
interest, if any, to (but not including) the redemption date, subject
to certain conditions.

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

Upon the occurrence of a Change of Control, the Company will
make an offer to repurchase all outstanding Notes at a purchase
price equal to 101% of their principal amount plus accrued and
unpaid interest, if any, to (but not including) the repurchase date.
See “Description of the Notes — Repurchase of Notes Upon a
Change of Control.”




Withholding Taxes, Additional

Amount

Covenants

All payments of principal of, and premium (if any) on and interest
on the Notes or under the Subsidiary Guarantees and the JV
Subsidiary Guarantees will be made without withholding or
deduction for, or on account of, any present or future taxes,
duties, assessments or governmental charges of whatever nature
imposed or levied by or within any jurisdiction in which the
Company, a Surviving Person (as defined under the caption “—
Consolidation, Merger and Sale of Assets”) or an applicable
Subsidiary Guarantor or JV Subsidiary Guarantor is organized or
resident for tax purposes (or any political subdivision or taxing
authority thereof or therein), including, without limitation, if
applicable, the PRC (each, as applicable, a “Relevant
Jurisdiction”), or any jurisdiction through which payments are
made or any political subdivision or taxing authority thereof or
therein (each, together with a Relevant Jurisdiction, a “Taxing
Jurisdiction”), unless such withholding or deduction is required by
law or by regulation or governmental policy having the force of
law. In the event that any such withholding or deduction is so
required, the Company, a Surviving Person or the applicable
Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may
be, will pay such additional amounts (“Additional Amounts”) as
will result in receipt by the Holder of each Note of such amounts as
would have been received by such Holder had no such withholding
or deduction been required. See ‘“Description of the Notes —
Additional Amounts.”

The Notes and the Indenture governing the Notes will limit the
Company’s ability and the ability of its Restricted Subsidiaries to,
among other things:

. incur additional indebtedness and issue disqualified or
preferred stock;

. make investments, dividend payments or other specified
restricted payments;

. issue or sell capital stock of Restricted Subsidiaries;

. guarantee indebtedness of Restricted Subsidiaries;

. sell assets;

. create liens;

. enter into sale and leaseback transactions;

. engage in any business other than permitted business;

. enter into agreements that restrict the Restricted

Subsidiaries’ ability to pay dividends, transfer assets or
make intercompany loans;

. enter into transactions with shareholders or affiliates; and
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Transfer Restrictions . . . . ... ..

Form, Denomination and

Registration .

Book-Entry Only . . . ... ... ..

Delivery of the

Notes . . . ... ..

Principal Paying Agent . . . . . ..

Registrar and Transfer Agent . .

Legal Entity Identifier . . . . . . . .

Listing and trading . . . . . ... ..

Governing Law

. effect a consolidation or merger.

The Notes, the Subsidiary Guarantees and the JV Subsidiary
Guarantees (if any) have not been and will not be registered under
the Securities Act or under any state securities laws of the United
States, are being offered and sold in offshore transactions in
reliance on Regulation S under the Securities Act, and will be
subject to customary restrictions on transfer and resale. See
“Transfer Restrictions.”

The Notes will be issued only in fully registered form, without
coupons, in denominations of US$200,000 and integral multiples of
US$1,000 in excess thereof and will be initially represented by one
or more global notes registered in the name of the common
depositary or its nominee for the accounts of Euroclear and
Clearstream.

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

The Company expects to make delivery of the Notes free of
payment in same-day funds on or about June 7, 2021, which the
Company expects will be the fifth business day following the date
of this offering memorandum referred to as “T+5” You should note
that initial trading of the Notes may be affected by the “T+5”
settlement. See “Plan of Distribution.”

China Construction Bank (Asia) Corporation Limited.

China Construction Bank (Asia) Corporation Limited.

China Construction Bank (Asia) Corporation Limited.
XS2339781325.

233978132.

549300L7B4SYG984HS75.

Application will be made to SEHK for the listing of, and
permission to deal in, the Bonds on SEHK by way of debt issues
to Professional Investors only and it is expected that dealing in, and
listing of, the Bonds on SEHK will commence on June 8, 2021.
The Notes, the Subsidiary Guarantees, the JV Subsidiary
Guarantees (if any) and the Indenture will be governed by and

will be constructed in accordance with the laws of the State of New
York.




Risk Factors

For a discussion of certain factors that should be considered in
evaluating an investment in the Notes, see the section entitled “Risk
Factors.”
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our summary financial and other data. The summary financial data as of and for
each of the years ended December 31, 2018, 2019 and 2020 (except for EBITDA data and amounts
presented in U.S. dollars) have been derived from our audited consolidated financial statements for such
years and as of such dates, as audited by PricewaterhouseCoopers, the independent certified public
accountants, and included elsewhere in this offering memorandum. Our consolidated financial statements for
the years ended December 31, 2018, 2019 and 2020 have been prepared and presented in accordance with
HKFRS, which differ in certain respects from generally accepted accounting principles in other jurisdictions.
The summary consolidated financial data below should be read in conjunction with the section entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our
consolidated financial statements, and the notes thereto included elsewhere in this offering memorandum.

SUMMARY OF CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME AND OTHER
FINANCIAL DATA

Year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

Revenue . . . ... ........ 5,495,610 8,108,026 10,588,379 1,622,740
Cost of sales . .......... (3,970,317) (5,922,653) (7,892,454) (1,209,571)
Gross profit . . . ... .... .. 1,525,293 2,185,373 2,695,925 413,169
Selling and marketing costs (263,814) (444,185) (482,694) (73,976)
Administrative expenses (354,099) (454,868) (522,226) (80,034)
Fair value gains on investment

properties . ........... 101,272 42,205 - -
Net (losses)/reversal of

impairment on financial and

contract assets . ........ (16,129) 2,858 7,918 1,213
Other income . .......... 33,276 39,152 42,257 6,476
Other expenses . ......... (28,313) (35,575) (11,763) (1,803)
Other gains—net™ . ... ... 122,715 86,971 51,543 7,899
Operating profit . .. ... .. 1,120,201 1,421,931 1,780,960 272,944
Finance income . ........ 19,504 25,539 28,799 4,414
Finance costs . .......... (38,811) (48,466) (48,374) (7,414)
Finance costs —net . ... ... (19,307) (22,927) (19,575) (3,000)
Share of results of joint

ventures and associates (17,292) 8,860 (45,730) (7,008)
Profit before income tax 1,083,602 1,407,864 1,715,655 262,936
Income tax expenses . ... .. (495,439) (780,451) (765,706) (117,350)
Profit and total

comprehensive income for

the year ... ... ... ... 588,163 627,413 949,949 145,586
Profit attributable to:
Owners of the Company . . . 683,632 710,256 715,372 109,636
Non-controlling interests (95,469) (82,843) 234,577 35,950

588,163 627,413 949,949 145,586

Other financial data

(unaudited)
EBITDA® . ... ... ... .. 1,859,395 2,169,390 2,772,730 424,939
EBITDA margin @ .. ... .. 33.8% 26.8% 26.2% 26.2%




Notes:

)]

@)

3)

“

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

EBITDA margin is calculated by dividing EBITDA by revenue.

Other gains-net include fair value gains on investment properties in 2020.

The names of certain line items are different in the prospectus for 2018 and 2019 and in the annual report for 2020.
Names of line items in the 2020 annual report are used herein for consistency purpose.




SUMMARY OF CONSOLIDATED BALANCE SHEETS

NON-CURRENT ASSETS
Property, plant and equipment . .
Investment properties . .......
Intangible assets . ..........
Right-of-use assets . ........
Properties under development
Investments accounted for using
the equity method . . . ... ...
Investments in joint ventures . . .
Investments in associates . . . . .
Financial assets at fair value
through profit or loss . ... ..
Deferred income tax assets . . . .

Total non-current assets . . .. ...

CURRENT ASSETS

Inventories . ..............
Properties under development
Completed properties held for sale
Contract assets and contract costs
Trade and other receivables . . . .
Prepaid income taxes ........
Cash and bank deposits . ... ..

Total current assets . . . .......

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

CURRENT LIABILITIES

Trade and other payables . .. ..
Contract liabilities . .........
Bank and other borrowings . . ..
Lease liabilities . ...........
Current income tax liabilities

Total current liabilities . ......
NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Bank and other borrowings . . . .
Lease liabilities . ...........
Deferred income tax liabilities . .

Total non-current liabilities . . . .
NET ASSETS

EQUITY

Equity attributable to owners of
the Company

Share capital . ............

Share premium . ...........

Other reserves . . ..........

Retained earnings . .........

Non-controlling interests
Total equity . . . ............

As of December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

718,661 745,701 741,255 113,602
1,413,010 1,550,540 1,566,730 240,112
10,067 17,320 15,310 2,346
34,747 33,941 169,640 25,998
14,140 14,140 14,140 2,167
- - 4,768,998 730,881
347,896 625,118 - -
137,469 881,880 - -
176,589 200,806 217,841 33,386
513,348 656,905 804,192 123,248
3,365,927 4,726,351 8,298,106 1,271,740
2,833 2,599 1,214 186
20,091,719 21,343,530 23,429,576 3,590,740
1,661,985 1,926,651 2,134,716 327,160
373,598 278,334 438,332 67,177
2,537,731 3,949,303 6,721,652 1,030,138
407,775 717,022 571,369 87,566
2,714,659 4,095,171 5,660,333 867,484
27,790,300 32,312,610 38,957,192 5,970,451
31,156,227 37,038,961 47,255,298 7,242,191
8,312,876 10,709,986 14,581,655 2,234,736
11,478,394 13,273,377 11,694,527 1,792,265
3,799,240 2,301,763 2,666,675 408,686
1,605 1,749 9,256 1,419
355,846 993,840 1,382,564 211,887
23,947,961 27,280,715 30,334,677 4,648,993
3,842,339 5,031,895 8,622,515 1,321,458
7,208,266 9,758,246 16,920,621 2,593,199
4,661,214 5,468,682 7,647,463 1,172,025
1,562 1,372 133,954 66,506
1,139,999 1,203,899 1,217,226 186,548
5,802,775 6,673,953 8,998,643 1,379,102
1,405,491 3,084,293 7,921,978 1,214,096
— 70 87,216 13,366
— 508,442 1,677,903 257,150
384,765 758,445 1,147,588 175,876
1,009,241 1,610,225 1,987,465 304,592
1,394,006 2,877,182 4,900,172 750,984
11,485 207,111 3,021,806 463,112
1,405,491 3,084,293 7,921,978 1,214,096
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RISK FACTORS

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

satisfy our obligations under the Notes, and you could lose all or part of your investment.
RISKS RELATING TO OUR BUSINESS

We are susceptible to adverse movements in the PRC real estate market, particularly in regions and
cities where we have property development projects.

As of December 31, 2020, we had 123 property development projects in mainly six economic regions in
China, namely, the Western Taiwan Strait Economic Region, Beibu Gulf Region and Neighboring Cities,
Beijing-Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze River Delta Region
and Chengdu-Chongqing Region. We intend to continue growing our market share, which may involve
undertaking property development projects in provinces and cities where we have no existing or limited
business operations. Our profitability is correlated to the performance of the PRC real estate market, which
is sensitive to economic fluctuations and closely monitored by the PRC government. Any adverse
movements in the prices, supply of or demand for properties in the PRC may have a material adverse effect
on our business, financial condition and results of operations.

The real estate market may be affected by local, regional, national and global factors beyond our control,
such as speculative activities, financial conditions, government policies, protests or political unrest, natural
disasters, epidemics and hostilities, among others. Although demand for residential and commercial
properties in China generally grew in recent years, we cannot guarantee that the real estate market in regions
and cities where we have undertaken, or will undertake, property development projects will continue to grow
or that market downturns will not occur. The PRC government has sought to stabilize the real estate market
by promulgating various control measures. As they are designed to curb excessive interest in real estate
investment, there can be no assurance that such measures will not materially and adversely affect our ability
to conduct business in the PRC.

We may fail to identify desirable locations and acquire land use rights for future property
development projects on favorable terms, or at all.

We believe that our ability to identify desirable locations and acquire necessary land use rights is key to the
sustainable growth of our business. However, our success in carrying out these business operations may be
subject to factors beyond our control, such as economic conditions and changes in the PRC regulatory
landscape. The PRC government may promulgate laws and regulations that effectively reduce the
availability of new land suitable for development and hinder our ability to obtain land use rights, thereby
intensifying competition between us and other property developers. For more information, see “— Risks
Relating to the Real Estate Industry — We may fail to compete effectively against other property
developers.”

Moreover, there is no assurance that we will be able to consistently capitalize on our knowledge of and
experience in the PRC real estate market to identify desirable locations. To the extent that we are unable to
obtain land use rights on favorable terms or at all, we may fail to achieve higher returns on the sale and
lease of our properties, and thereby experience material adverse effects on our business, financial condition
and results of operations.

— 14 —



We may not be successful in managing our growth and expansion into new regions and cities.

We intend to continue growing our market share, possibly expanding property development projects into
new regions and cities where we have no existing business operations. See “Business — Our Business
Strategies” for more information. However, expanding into new regions and cities involve uncertainties and
challenges, as we may be less familiar with local regulatory practices and customs, customer preferences and
behaviors, the reliability of local contractors and suppliers, business practices and business environments and
municipal-planning policies in relevant sub-markets. In addition, expanding our business into new
geographical locations would entail competition with developers who have a better-established local
presence, greater access to local labors, or more in-depth expertise and knowledge than we do. Competitive
pressures may compel us to reduce prices and increase our costs, thus lowering our profit margins. There is
no guarantee that we will be able to pass any additional costs onto our customers. Furthermore, the
construction, market and tax-related regulations in the new regions and 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. Certain cities may also subject us to higher land acquisition costs.

As we may face challenges not previously encountered, we may fail to recognize or properly assess risks or
take full advantage of opportunities, or otherwise fail to adequately leverage our past experience to meet
challenges encountered in these new regions and cities. For example, we may have difficulty in accurately
predicting market demand for our properties in the regions and cities into which we expand. We may also
have difficulty in promoting and maintaining occupancy rates and/or rental rates in the investment properties
that we are currently developing after these properties are completed and commence operations.

In addition, expanding into new regions and cities requires a significant amount of capital and management
resources. We may not be able to manage the growth in our workforce to match the expansion of our
business, and accordingly, experience issues such as capital constraints, construction delays, and lack of
skillful and qualified personnel. Moreover, expanding our geographical reach will divert management
attention from our existing operations. There is no guarantee that we will be able to hire, train or retain
sufficient talent to successfully implement our expansion plans. Any of these issues could have a material
adverse effect on our business, financial conditions, results of operations and prospects.

The timing of our property sales and progress of our property development projects may cause our
results of operations to fluctuate from period to period, making it difficult to predict our future
financial performance.

We derived a major portion of our revenue from sales of our properties. In 2018, 2019 and 2020, our
revenue generated from sale of properties amounted to approximately RMBS5,230.6 million, RMB7,772.4
million and RMB10,109.3 million (US$1,549.3 million), respectively, contributing to approximately 95.2%,
95.9% and 95.5% of our total revenue in the same periods, respectively. We recognize revenue when the
control of property is transferred to the customer. Depending on the terms of the purchase contract and the
applicable laws and regulations, the transfer of control may take place at a point in time. Our revenue is
recognized at a point in time when the customer obtains control of the property. Accordingly, our revenue
may fluctuate depending on the timing of completion and delivery of our properties. Periods in which we
make a significant number of pre-sales may not be the periods during which we generate corresponding
levels of revenue.

The combination of the above signifies that our results of operations may vary from period to period
depending on the number of properties being delivered in the relevant period. Our results of operations of
any given period may not be indicative of our future financial performance although they may influence our
share prices from time to time. The effect of timing on our results of operations is accentuated by the fact
that, given the capital-intensive nature of our business, the number of projects we can take on at a time is
limited, and the delivery timing of a limited number of projects could have a potentially significant impact
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on our financial performance. Moreover, our construction timetables are always subject to change due to
factors beyond our control, such as market or economic conditions, natural disasters, adverse weather
conditions and delays in obtaining the requisite permits, licenses and certificates from the relevant
government authorities. If our results of operations do not meet market expectations, we may experience
material adverse effects on our share prices, particularly as it may be difficult for investors to predict our
future financial performance.

We face risks related to natural disasters, health epidemics, civil and social disruption and other
outbreaks, which could significantly disrupt our operations. In particular, we could be materially and
adversely affected by the COVID-19 pandemic in China.

We are vulnerable to social and natural catastrophic events that are beyond our control, such as natural
disasters, health epidemics and other catastrophes, which may materially and adversely affect our business.
For example, since late 2019, a novel strain of coronavirus, or COVID-19, was reported to have spread
throughout China and globally. The Chinese central government and local governments have introduced
various temporary measures to contain the COVID-19 pandemic, such as quarantine measures and travel
restrictions, which could impact national and local economy to different degrees. The construction and sales
activities of all of our property projects were suspended from February 9, 2020 to March 10, 2020.

In addition, our business operations could be disrupted if any of our employees is suspected of contracting
the COVID-19 or any other epidemic disease, since our employees could be quarantined and/or our offices
be shut down for disinfection. Our business operations may also be materially adversely affected if our
suppliers, including construction material suppliers and construction contractors, or other business partners
are affected by the COVID-19. Nevertheless, our business, financial condition, results of operations and
prospects could be materially and adversely affected directly, as well as to the extent that the COVID-19 or
any other epidemic harms the Chinese economy in general.

We may fail to complete our property development projects on time, or at all.
Property development projects typically require significant capital resources and a substantial amount of

time may pass before they generate revenue. The progress of a property development project may be
affected by various factors, which may include, among others:

. changes in market conditions, economic downturns and/or decline in customer interest;

. availability and cost of financing;

. delays in or failure to obtain the requisite permits, licenses and certificates from relevant government
authorities;

. changes in government policies, rules or regulations;

. increases in the prices of our raw materials;

. shortages of materials, equipment, contractors and skilled labor;

. latent geographical or environmental conditions giving rise to the need to modify initial plans for our

property development projects;

. unforeseen problems related to engineering and design;

. construction accidents, labor disputes and strikes; and
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. natural disasters or adverse weather conditions.

Before we are affected by one or more of the above factors and must modify our plans, we may have already
expended significant capital resources with little or no prospect of recovering or mitigating our losses.
Substantial capital expenditures are generally incurred for business operations to do with land acquisition
and construction. Consequently, any failure to complete property development projects on time or at all may
adversely affect our business and results of operations.

In addition, our customers may be entitled to claim compensation for late delivery or terminate pre-sale
agreements. We may suffer material adverse effects on our reputation and access to future business
opportunities in the long term. We are also unable to guarantee that any legal proceedings or renegotiations
resulting from delays or failures to deliver will have a favorable outcome. See “— We may be involved in
claims, disputes, legal proceedings and negative publicity, which may adversely affect our financial
condition, divert management attention and harm our reputation” below.

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

We make certain undertakings in our pre-sale contracts. These pre-sale contracts and the relevant PRC laws
and regulations provide remedies for breach of these undertakings. For example, if we fail to deliver the
properties which we have pre-sold, we will be liable to purchasers to their losses. Also, should we fail to
complete pre-sold properties on time, we may be liable to our customers for damages for late delivery. Our
customers may opt to claim damages should our delay extend beyond a specified period or terminate pre-
sale contracts. We have, in the past paid compensation to purchasers for late delivery of properties. In
addition, we may face claims from or disputes with customers in the event where the pre-sold properties are
not delivered in the conditions or according to the specifications set out in the pre-sale contracts, including,
for example, if the GFA of the relevant property unit as delivered deviates from by more than a certain
percentage from the GFA of that unit as set out in the pre-sales contract. As a result, we may need to pay
compensation to customers. Although we may be entitled to claim compensation from our contractors
pursuant to the terms of our contracts with them if such breach is caused by our contractors, we also cannot
assure you that we will successfully recoup full compensation from our contractors. We cannot guarantee
that such instance will not occur in the future, or that we will not breach the terms of our pre-sale contracts
at all, particularly as they may be due to factors beyond our control. In the event that multiple or major
projects are delayed or involved in disputes with customers at a time, we may experience material adverse
effects on our business and results of operations.

Additionally, we make certain warranties as to the quality of our properties in accordance with the
Regulations on the Administration of Development and Operation of Urban Real Estate ({75 HizE b #%
KB HEA])) which was implemented on July 20, 1998 and last amended on November 29, 2020. For
more information, see “Regulation — Establishment of Real Estate Development Enterprises — General
Provisions.” The Regulations on the Administration of Quality of Construction Works (5% T.F2'8 & & 3
1)) which became effective on January 30, 2000 and amended on October 7, 2017 and April 23, 2019.
Customers in our pre-sales may allege that we did not fulfill our representations and warranties in the
subsequent planning and development of our property development projects. In dealing with such
occurrences, we may suffer damage to our brand value as well as monetary losses.

In addition, under the current PRC laws, property developers must fulfill certain conditions before they can
commence pre-sales of the relevant properties and the use and deposit of pre-sales proceeds are also
restricted. If we fail to deposit certain of the pre-sales proceeds into the designated custodial accounts in
accordance with the relevant PRC laws and any relevant local requirements, we may be subject to certain
disciplinary measures, including suspending the allocation of supervisory funds, suspending the qualification
of commercial housing online contracting for the project and recording it in the credit files of real estate
development enterprises. According to the Notice of the Ministry of Housing and Urban-Rural Development



on Further Strengthening the Supervision of the Real Estate Market to Improve the Pre-sale System of
Commodity Housing (75 FII AR £ i 0 BH A 6 — 20 i 56 5 i 2 vl 35 B 5 <5 i it 2 1 5 o 52 A A )
FERYIE AT, the pre-sale proceeds of commercial housing shall be fully included in the supervision account,
and the supervisory authority shall be responsible for the supervision and control to ensure that the pre-sale
funds are used for the construction of commercial housing projects; the pre-sale funds may be appropriated
according to the construction progress, but sufficient funds must be retained to ensure the completion and
delivery of the construction projects. Local regulations governing the domestic Subsidiaries further regulate
the supervision of pre-sale proceeds. See “Business — Our Property Development Management — Sales and
Marketing — Pre-sale” for more details on our pre-sale activities and compliance with the relevant pre-sale
laws and regulations. However, there can be no assurance that that the PRC government and local authorities
will not ban or impose further restrictions on pre-sales. If we fail to comply with the relevant regulations and
requirements, we may face fines which could have a material adverse effect on our financial conditions and
results of operations.

We had negative net operating cash flows in 2020.

We had negative net cash flows from operating activities of RMB2,498.6 million (US$382.9 million) in
2020. In particular, our net cash flows used in operating activities in 2020 was primarily due to (i) an
increase in contract liabilities of RMB1,578.9 million (US$242.0 million); (ii) an increase in trade and other
receivables of RMB1,358.8 million (US$208.2 million) and (iii) an increase in prepayment for acquisition of
land use rights of RMB956.2 million (US$146.5 million), partially offset by an increase in trade and other
payables of RMB1,797.4 million (US$275.5 million). See ‘“Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources — Cash Flow.” We cannot
assure you that we will not experience negative net cash flows from our operating activities in the future. A
negative net cash flow position for operating activities could impair our ability to make necessary capital
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 and bills payables and repay our 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.

We may not be able to obtain additional financing.

Our business operations are highly capital intensive and require a significant amount of liquidity. We
maintained a substantial level of borrowings to finance our operations, and expect to incur additional
indebtedness in the future to fund our property projects. However, we cannot guarantee that the PRC
government will not introduce new laws or regulations on certain financing related financial ratios, which
could materially adversely affect our ability to incur additional indebtedness.

For example, recently, there was news mentioning that the PBOC plans to control the scale of interest-
bearing debts of property developers in China by applying a newly proposed standard in the assessment of
the debt burden of property developers. The proposed standard sets out limits for three financial ratios of
property developers. In particular, under such new standard, for a property developer, (i) its liability asset
ratio (excluding contract liabilities), calculated as dividing total liabilities (excluding contract liabilities) by
total assets (excluding contract liabilities), shall not exceed 70%; (ii) its net gearing ratio shall not exceed
100%; and (iii) its ratio of cash and bank balances divided by the current portion of interest-bearing bank
and other borrowings shall not be lower than 1.0.
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The proposed standard further stipulates that (i) for property developers which comply with all the
abovementioned three limits, their annual growth rate of interest-bearing debts shall not exceed 15%; (ii) for
property developers which only comply with two of the abovementioned three limits, their annual growth
rate of interest-bearing debts shall not exceed 10%; (iii) for property developers which only comply with one
of the abovementioned three limits, their annual growth rate of interest-bearing debts shall not exceed 5%;
and (iv) for those property developers which fail to comply with any of the abovementioned three limits,
their amount of interest-bearing debts shall not exceed their amount of interest-bearing debts as of June 30,
2019. In the event that the abovementioned standard proposed by the PBOC comes into effect and if we fail
to comply with any of the abovementioned three limits, and our ability to obtain additional financing may be
materially adversely affected. In December 2020, PBOC and CBIRC jointly promulgated the Notice of
PBOC and CBIRC on Establishing a Centralization Management System for Real Estate Loans of Banking
Financial Institutions ((HEI A RERAT ~ A B ERAT IR B e B 8 22 B B A 4 57 SR AT 35 5 LB AV 5 i 6
FNAE R EEAE 3L BE A9 48 0 )), which requires a PRC financial institution (excluding its overseas branches) to
limit the amount of real estate loans and personal housing mortgage loans it lends to a proportion calculated
based on the total amount of Renminbi loans extended by such financial institution. See “— PRC economic,
political and social conditions as well as government policies could affect our business” for details.

Failure to secure sufficient external financing may hinder our ability to implement our business strategies,
acquire land parcels and complete the development of our property projects. In addition, if we were to be
limited the annual growth rate of interest-bearing debts, we may not be able to draw down on credit facilities
before we repay existing debts, and may need to slow down our land acquisition activities to ensure that we
would have sufficient cash to complete the existing property projects. As such, our business, financial
condition and results of operations may be materially adversely affected.

We may fail to obtain or experience delays in obtaining or completing the relevant PRC governmental
approvals, licenses, permits or procedures for our property development projects.

We are required to obtain various permits, approvals, licenses and certificates or complete necessary
procedures throughout multiple stages of our property development projects, including but not limited to,
obtaining land use rights certificates, planning permits or approvals, construction work commencement
permits and pre-sales permits (and renewal of the relevant approvals, licenses or permits for on-going
operations) and completing relevant construction completion procedures prior to delivery. Generally, such
approvals, licenses, permits or certificates are only issued or renewed and procedures are only completed
after certain conditions have been satisfied. We cannot assure you that we will not encounter obstacles
toward fulfilling such conditions that delay us in obtaining, or result in our failure to obtain, the required
approvals, or complete the necessary procedures. See “Regulation” for more details. If we fail to obtain,
renew, complete or encounter significant delays in obtaining, renewing the necessary approvals, licenses,
permits or procedures for our property projects, we will not be able to follow our property development
plans, our business, financial condition and results of operations may be materially and adversely affected.

Moreover, as the real estate industry is closely monitored by the PRC government, we anticipate that new
policies will be promulgated from time to time in relation to the conditions for issuance or renewal of such
approvals, licenses or permits or completion of such procedures. We cannot guarantee that such new policies
will not present unexpected obstacles toward our ability to obtain or renew the required permits, licenses,
certificates and procedures or that we will be able to overcome these obstacles in a timely manner, or at all.
Loss of or failure to renew our permits, licenses and certificates or complete the necessary procedures may
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stall the progress of our property development projects. For more information, see “— We may fail to

complete our property development projects on time, or at all.”
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We have indebtedness and may incur additional indebtedness in the future, which may materially and
adversely affect our financial condition and results of operations.

We maintain a substantial level of borrowings to finance our operations. As of December 31, 2018, 2019
and 2020, our total borrowings amounted to approximately RMB8,460.5 million, RMB7,770.4 million and
RMB10,314.1 million (US$1,580.7 million), respectively.

Our indebtedness could have an adverse effect on us, for example, by increasing our vulnerability to adverse
developments in general economic or industry conditions, such as significant increases in interest rates; and
limiting our flexibility in the planning for, or reacting to, changes in our business or the industry in which
we operate. We have indebtedness 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.

In the future, we expect to incur additional indebtedness to complete our properties under development and
properties held for future development and we may also utilize proceeds from additional debt financing to
acquire land resources, which could intensify the risks we face as a result of our indebtedness.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will depend
upon our future operating performance, which will be affected by, among other things, prevailing economic
conditions, PRC governmental regulation, the demand for properties in the regions we operate and other
factors, many of which are beyond our control. We may not generate sufficient cash flow to pay our
anticipated operating expenses and to service our debts, in which case we will be forced to adopt an
alternative strategy that may include actions such as reducing or delaying capital expenditures, disposing of
our assets, restructuring or refinancing our indebtedness or seeking equity capital. If we are unable to fulfill
our repayment obligations under our borrowings, or are otherwise unable to comply with the restrictions and
covenants in our current or future bank loans and other agreements, there could be a default under the terms
of these agreements. In the event of a default under these agreements, the lenders may accelerate the
repayment of outstanding debt or, with respect to secured borrowings, enforce the security interest securing
the loan. Any cross-default and acceleration clause may also be triggered as a result. If any of these events
occur, we cannot assure you that our assets and cash flow would be sufficient to repay all of our
indebtedness, or that we would be able to obtain alternative financing on terms that are favorable or
acceptable to us. As a result, our cash flow, cash available for distributions, financial condition and results
of operations may be materially and adversely affected.

We may not be able to fulfil our obligation in respect of contract liabilities.

We depend on cash flows from pre-sales of properties as an important source of funding for our property
developments. Proceeds from customers of pre-sold properties are recorded as contract liabilities under
current liabilities before relevant sales revenue is recognized. Since the revenue from property development
and sales is only recognized upon the delivery of properties, the timing of such delivery may affect the
amount and growth rate of our revenue from sales of properties. Moreover, we make certain undertakings in
our pre-sale contracts, and our pre-sale contracts and the PRC laws and regulations provide for remedies for
breach of these undertakings. For example, if we fail to complete delivery of a pre-sold property on time, we
may be liable to the relevant customers for such late delivery under the relevant pre-sale contracts or
pursuant to relevant PRC laws and regulations. If our delay extends beyond a specified period, the
purchasers may terminate their pre-sale contracts and claim for compensation. A customer may also
terminate his or her contract with us and/or bring claims for compensation for certain other contractual
disputes, including, for example, if the customer fails to receive the individual property ownership certificate
within a statutory period due to our fault. Any of such factors could have a material adverse effect on our
business, financial condition and results of operations.
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There are uncertainties about the recoverability of our deferred tax assets, which could adversely
affect our results of operations.

We recorded deferred tax assets of RMB513.3 million, RMB656.9 million and RMB804.2 million
(US$123.2 million), respectively, as of December 31, 2018, 2019 and 2020. Deferred tax assets are
recognized for tax losses carried forward to the extent that the realization of the related tax benefits through
future taxable profits is probable. We periodically assess the probability of the realization of deferred tax
assets, using significant judgments and estimates with respect to, among other things, historical operating
results, expectations of future earnings and tax planning strategies. In particular, deferred tax assets can only
be recognized to the extent that it is probable that future taxable profits will be available against which the
unused tax credits can be utilized. However, there is no assurance that our expectation of future earnings
could be accurate due to factors beyond our control, such as general economic conditions and negative
development of the regulatory environment, in which case, we may not be able to recover our deferred tax
assets which thereby could have an adverse effect on our results of operations.

We may be adversely affected by material issues that affect our relationships or business ventures
with our joint venture and associates, and our investments in joint ventures and associates are subject
to liquidity risk.

We have established a number of joint ventures and associates to jointly develop property projects. The
performance of such joint ventures and associates may affect our results of operations and financial position.
In 2018 and 2020, our share of losses of joint ventures and associates was RMB17.3 million and RMB45.7
million (US$7.0 million). In 2019, our share of profit of joint ventures and associates were RMB8.9 million.

The success of a joint venture or an associate depends on a number of factors, some of which are beyond
our control. We may not be able to force our partners to fully perform their obligations to us pursuant to our
cooperation agreements. As a result, we may not be able to realize the anticipated economic and other
benefits from our joint ventures and associates or even suffer losses. In addition, since we may not have full
control over the business and operations of our joint ventures and associates, we cannot assure you that they
will be in strict compliance with all applicable PRC laws and regulations. We cannot assure you that we will
not encounter problems with respect to our joint ventures and associates or our joint ventures and associates
will not violate PRC laws and regulations, which may have an adverse effect on our business, results of
operation and financial condition.

In addition, our investments in joint ventures and associates are subject to liquidity risk. Our investments in
joint ventures and associates are not as liquid as other investment products as there is no cash flow until
dividends are received even if our joint ventures and associates reported profits under the equity accounting.
Furthermore, our ability to promptly sell one or more of our interests in the associates or joint ventures 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 in the associates or joint ventures for the price or on the terms set by us, or whether any price
or other terms offered by a prospective purchaser would be acceptable to us. We also cannot predict the
length of time needed to find a purchaser and to complete the relevant transaction. Therefore, the illiquidity
nature of our investments in associates or joint ventures may significantly limit our ability to respond to
adverse changes in the performance of our joint ventures and associates. In addition, if there is no share of
results or dividends from our associates or joint ventures, we will also be subjected to liquidity risk and our
financial condition or result of operations could be materially affected.



We are a holding company and rely primarily on dividends paid by its subsidiaries, joint venture and
associates to fund any cash and financing requirements. OQur Company’s ability to pay dividends and
utilize cash resources in our subsidiaries, joint ventures and associates therefore depend on their
earnings and distributions.

We are a holding company and we conduct our business operations primarily through our subsidiaries, joint
ventures and associates in the PRC. Our ability to make dividend payments and other distributions in cash,
to pay expenses and finance other subsidiaries depends upon the receipt of dividends, distributions or
advances from its subsidiaries, joint ventures and associates. The ability of the subsidiaries, joint ventures
and associates to pay dividends or other distributions may in turn be subject to their earnings, financial
position, cash requirements, availability of cash and applicable PRC laws and regulations. Under the equity
accounting, we may not receive any dividend payment even though the joint ventures and/or associates
report profits, and therefore our investments in joint ventures and associates are not as liquid as other
investment products. Our subsidiaries, joint ventures or associates incur indebtedness in their own name. In
certain financial instruments and agreements entered into by our subsidiaries, joint ventures or associates,
there are restrictions on payment of dividends or other distributions to shareholders, including us. These
restrictions could reduce the amount of dividends or other distributions that we receive, which could in turn
restrict our ability to fund our business operations, pay dividends to our shareholders and repay our
indebtedness, including the Notes.

In addition, declaration of dividends by our subsidiaries, joint ventures and associates is at the discretion of
the shareholders of such subsidiaries, joint ventures and associates in accordance with their respective
articles of association. Payments of dividends by its subsidiaries joint ventures and associates are also
subject to restrictions under the PRC laws. In addition, if the subsidiaries, joint ventures or associates
obtained loan from banks, they may be restricted from making distributions to us due to restrictive financial
covenants contained in relevant loan and banking facilities agreements. Any of the above factors may affect
our cash inflow and ability to pay dividends. As we expect to continue to invest in subsidiaries, joint
ventures and associates for our property development projects, our liquidity may be further restricted if we
are not able to receive dividends from our existing or future subsidiaries, joint ventures or associate
companies, which may in turn could materially and adversely affect our ability to conduct our business.

We are susceptible to the effects that interest rate hikes may have on our customers’ mortgage rates
and our financing costs.

Changes in interest rates generally affect our customers’ mortgage rates and our financing costs. In the wake
of the financial crisis, the PBOC began reducing benchmark interest rates from June 2012 onwards. While
the PRC economy grows and the U.S. Federal Reserve increases its own benchmark interest rates, we
anticipate that the PBOC may adjust benchmark interest rates upward. Any hike in benchmark interest rates
is likely to increase our customer’s mortgage rates and our financing costs. Increases in mortgage rates may
slow down the growth of the real estate market, while increases in our financing costs may materially and
adversely affect our results of operations.

We rely on contractors during the construction and development stages of our property development
projects, who may not perform in accordance with our expectations.

We rely on contractors during the construction and development stage of our property development projects,
selecting them based on factors such as market reputation, qualifications, prices and track record. However,
we cannot guarantee that the services rendered or construction materials provided will always meet our
expectations. For example, in the event that our contractors fail to deliver properties that are safe for
habitation or use on schedule, this may affect our own timelines for delivery to our customers. There can
also be no assurance that our contractors will not encounter financial or other difficulties that cause delays,
create quality defects or force them to stop working altogether. We may also be sued in the event where our



contracted construction contractor is sued by contractor or sub-contractors engaged by them, if there are any
disputes, such as missed payments, between our contracted construction contractor and the contractor or sub-
contractor engaged by them. For more information, see “— We may fail to complete our property
development projects on time, or at all” above. Additionally, it is possible that we do not discover quality
defects until after delivery and there is resulting damage to person or property. We may incur additional
costs while taking remedial measures such as replacing contractors, purchasing new construction materials
and paying compensation. Any or all of them may materially and adversely affect our business, results of
operations, market reputation and access to future business opportunities.

Our operations are dependent on a limited number of major suppliers.

Our suppliers are mainly construction contractors, construction material suppliers and design firms. We
maintained a number of suppliers for the operation of our businesses. In general, we have maintained
relationships ranging from two to eight years with our five largest suppliers. If a large number of our current
major suppliers decide to terminate business relationships with us or, if the services or construction materials
supplied by our current suppliers fail to meet our standards, or if our current service or construction
materials supplies are interrupted for any reasons, then we may not be able to easily switch to other qualified
suppliers in a timely fashion. In such events, our business, financial condition and results of operations may
be materially and adversely affected.

Actual development costs for our property development projects may deviate from our initial
estimates.

We prepare a budget prior to commencing our property development projects, taking into account costs of
land acquisition, construction and borrowing, among others. While we have internal procedures to monitor
our property development projects, factors beyond our control may force us to deviate from our plans. For
example, we expect that our construction costs will increase and that interest rates may rise. For more
information, see “— We may experience fluctuations in our construction costs” and “— We are susceptible to
the effects that interest rate hikes may have on our customers’ mortgage rates and our financing costs”
above. Additionally, the PRC government closely monitors the PRC real estate industry and modifies the
regulatory landscape from time to time. For example, it may impose additional conditions for issuance or
renewal of certain permits, licenses and certificates required at various stages of our property development
projects. We may experience delays and cost increases while seeking to meet the new conditions in a timely
and effective manner. As we cannot anticipate when or what new policies will be promulgated, our ability to
make appropriate provision beforehand is limited. Substantial increases in our development costs may lead
to lower profit margins and therefore materially and adversely affect our results of operations.

We may experience fluctuations in our construction costs.

We believe that our ability to control construction costs is key to our continued success. Our construction
costs primarily relate to the costs of employing our contractors and the prices for our construction materials.
As living standards in China improve and the PRC government seeks to increase the wages of workers, we
expect that the costs of employing our contractors will continue to grow going forward. Furthermore, we
rely on our contractors to procure construction materials such as steel and cement, and are generally obliged
to increase payments to them in the event that the market prices of construction materials fluctuate beyond a
pre-determined range. There can be no assurance that we will be able to obtain construction materials on
favorable terms or at all, or that shortages or disruptions in supply will not occur in the future. The price of
construction materials has generally increased over the past three years based on the construction materials
price index from the China Iron and Steel Association and China Cement Association. Significant price
increases lead to higher cost of sales, and there is no guarantee that we will be able to obtain alternative
supplies of construction materials of similar quantity or quality in a timely manner, or at all. We cannot
guarantee that we will be able to limit our exposure to price fluctuations or pass on additional costs to our
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customers. Our ability to pass on additional costs to our customers is limited as our costs may increase after
we have dealt with customers in pre-sales of properties before their completion. Failure to manage our
construction costs may materially and adversely affect our business and results of operations.

Constructing resettlement housing may continue to be a prerequisite for us to acquiring certain land
parcels, which may adversely affect our profitability.

In 2018, 2019 and 2020, in connection with our development of certain projects, as specified in the relevant
land grant contracts or related agreements, we cooperated or agreed to cooperate with the local governments
in constructing resettlement housing in Nanning, Fuzhou and Zhangzhou. The construction of such
resettlement housing was set as a prerequisite for acquiring related parcels of land by property developers.
Our revenue derived from provision of construction services accounted for 3.7%, 2.7% and 2.3% of our total
revenue in 2018, 2019 and 2020, respectively, and our profit margin of provision of construction service
remained stable at 5.0%, which was relatively low as compared to that of our other business lines such as
sale of properties. As such arrangements are common in certain regions where we operated, we expect that
we may continue to be required by certain local governments to construct resettlement housing in order to
acquire relevant land parcels. If the proportion of our revenue derived from provision of construction
services increases while the profit margin of provision of construction services remains stable, our overall
profitability may be adversely affected.

Our results of operations, financial condition and prospects may be adversely affected by provision of
impairment for properties under development and completed properties held for sale.

The real estate market volatility may subject us to risks in connection with possible provision of impairment
for properties under development and completed properties held for sale, if we fail to complete the
construction and sell the properties in time at our desired prices. Provision of impairment may arise when
the carrying value of a property exceeds its recoverable amount in the market. We cannot assure you that we
may not make any provision of impairment in the future or incur any impairment losses, if any or at similar
level, during adverse market conditions in the future. In 2018, 2019 and 2020, we made provision of write-
down for properties under development and completed properties held for sale in an amount of RMB156.0
million, RMB131.1 million and nil, respectively. If we make additional provision of impairment and incur
such impairment losses, our results of operations, financial condition and prospects may be adversely
affected.

Our financial condition and results of operations may be materially impacted by gains or losses
arising from changes in the fair value of our investment properties.

We are required to reassess the fair value of any investment properties that we hold. After initial
recognition, investment properties are carried at fair value, representing market value determined at each
reporting date by external valuers. Fair value is based on active market prices, adjusted, if necessary for any
difference in the nature, location or condition of the specific asset. Accordingly, the valuation techniques
adopted by the external valuers involve uncertainties relating to the use of unobservable inputs. Gains or
losses arising from changes in the fair value of any such investment properties will affect our results of
operations in the periods in which they arise and the impact may be significant. We recorded fair value gains
on our investment properties in 2018, 2019 and 2020 of RMB101.3 million, RMB42.2 million and RMB47.6
million (US$7.3 million), respectively. We cannot assure you that we can recognize comparable fair value
gains in investment properties in the future and we may also recognize fair value losses, which would impact
our results of operations for future periods. Fair value gains in investment properties would not change our
cash position as long as these properties are held by us, and thus would not increase our liquidity in spite of
the increased profit. Nevertheless, fair value losses in investment properties would have a negative effect on
our results of operations, even though such losses would not change our cash position as long as these
properties are held by us.
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Net changes in fair value of financial assets are linked to performance of invested companies or
projects and market and therefore subject to uncertainties of accounting estimates in the fair value
measurement and the use of material unobservable inputs in the valuation techniques.

We made investment in a project company in Zhangzhou in 2016. Such investment is recorded as non-
current assets in our consolidated balance sheets and measured at fair value as of each balance sheet date as
determined by independent valuations. We recorded fair value gains of financial assets at fair value through
profit or loss (FVTPL) of RMB23.4 million, RMB24.2 million and RMB17.0 million (US$2.6 million) in
2018, 2019 and 2020, respectively. Such financial assets are measured at fair value with material
unobservable inputs used in the valuation techniques and the changes in their fair value are recorded in our
consolidated statements of comprehensive income, therefore directly affecting our results of operations.
There is no assurance that we will not incur any fair value losses in the future. If we incur significant fair
value net changes, our results of operations, financial condition and prospects may be adversely affected.

We may be subject to fines due to the lack of registration of our leases.

Pursuant to relevant PRC regulations, parties to a lease agreement are required to file the lease agreements
for registration and obtain property leasing filing certificates for their leases. We leased certain properties
from independent third-party landlords mainly for our office premises and failed to register certain lease
agreements. The failure to register the lease agreements does not affect the validity of the lease agreements
under the relevant PRC laws and regulations, or our rights or entitlements to lease out the investment
properties to tenants. However, we may be required by relevant government authorities to file the lease
agreements to complete the registration formalities 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. The
imposition of the above fines could require us to make additional efforts and/or incur additional expenses,
any of which could materially and adversely impact our business, financial condition and results of
operations. The registration of these lease agreements to which we are a party requires additional steps to be
taken by the respective other parties to the lease agreement which are beyond our control. We cannot assure
you that the other parties to our lease agreements will be cooperative and that we can complete the
registration of these lease agreements and any other lease agreements that we may enter into in the future.

The hotel industry is dependent on the levels of business and leisure travel, demand for and supply of
hotel rooms and other factors.

A number of factors, many of which are common to the hotel industry and are beyond our control, could
affect our business, including the following:

. adverse development in general economic conditions;

. dependence on business, commercial and leisure travelers and tourism;

. dependence on meeting and conference business;

. the impact of acts of war or increased tensions between certain countries, increased terrorism threats,

terrorist events, impediments to means of transportation (including airline strikes, road closures and
border closures), extreme weather conditions, natural disasters, outbreaks of diseases and health
concerns, rising fuel costs or other factors that may affect travel patterns and reduce the number of
business and leisure travelers;

. adverse effects of general market conditions, which may diminish the demand for first class and
luxury leisure travel or the need for business travel, as well as national, regional and local political,
economic and market conditions where our hotels operate and where our customers live;
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. increased competition and periodic local oversupply of guest accommodation, which may adversely
affect occupancy rates and room rates;

. increases in operating costs due to inflation, labor costs (including the impact of unionization),
workers’ compensation and health-care related costs, utility costs (including energy costs), increased
taxes and insurance costs, as well as unanticipated costs such as acts of nature and their consequences
and other factors that may not be offset by increased room rates;

. seasonality in travel patterns;
. changes in interest rates and in the availability, cost and terms of debt financing;
. changes in tax and governmental regulations that influence wages, prices, interest rates or

construction and maintenance procedures and costs;
. the ability of third-party internet and other travel intermediaries to attract and retain customers; and

. changes in governmental laws and regulations (including trade restrictions), fiscal policies and zoning
ordinances and the related costs of compliance.

These factors could have a material adverse effect on our hotel operations, which in turn will affect our
financial condition and results of operations.

Our hotel operations may be subject to seasonal and cyclical volatility, which may contribute to
fluctuations in our results of operations and financial condition.

Our hotel business is seasonal in nature. The periods during which our hotel properties experience higher
revenues vary from property to property, depending principally upon location and the customer base served.
In addition, the hotel business is cyclical and demand generally follows, on a lagged basis, the general
economy of the region or city. The seasonality and cyclicality of our hotel operations may, to a certain
extent, contribute to fluctuations in our results of operations and financial condition.

We may be liable for losses and damages suffered on our premises or at our hotels.

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 of our commercial properties, such as hotels. 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 occupancy
rates 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 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.

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

Certain portions of our property development projects and investment properties 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. Under the PRC Civil
Air Defense Law ({H# NRILFE AR P5221%)) promulgated by the NPC on October 29, 1996, as

26 —



amended on August 27, 2009 and Management Measures for Peacetime Development and Usage of Civil Air
Defense Properties (A BB 22 T2 IRf B85 F1 45 2L H#1E)) promulgated by the House Civil Air Defense
Office 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 at other time and
generate profits from such use. We had entered into contracts to transfer the right to use civil air defense
properties in our property development projects to our customers as car parks and we intend to continue
such transfer. 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 able to use such
area as car parks, and such area will no longer be a source of our revenue. In addition, while our business
operations have complied with the laws and regulations on civil air defense property in all material aspects,
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. The civil air defense areas of our
projects are primarily used or to be used for car parks, representing an insignificant portion of our property
portfolio.

The illiquid nature of property limits our ability to respond to any adverse movements in the
performance of our investment portfolio.

We hold certain properties for investment purposes, strategically selecting them based on their potential for
appreciation in value and rental income. However, the performance of the real estate market is affected by
several factors, many of which are beyond our control. For more information, see “— We are susceptible to
adverse movements in the PRC real estate market, particularly in provinces and cities where we have
property development projects” above. As property investments are inherently illiquid, our ability to sell our
properties in response to global, national, regional and/or local conditions, financial or otherwise, is limited.
In such circumstances we cannot guarantee that we will be able to divest of properties in our investment
portfolio on favorable terms or at all. We may suffer material adverse effects on our business and financial
condition, particularly as we may have expended significant capital resources in building up our investment
portfolio.

There is uncertainty about the recoverability of our amounts due from related parties and amounts
due from non-controlling interests, which may affect our financial position and results of operations in
the future.

We had amounts due from related parties of RMB908.7 million, RMB1,819.2 million and RMB1,175.7
million (US$180.2 million) as of December 31, 2018, 2019 and 2020, respectively. We also had amounts
due from non-controlling interests of RMB127.9 million, RMB702.2 million and RMB3,392.4 million
(US$520.0 million) as of the same dates, respectively. Amounts due from related parties mainly represent
current accounts with certain entities controlled by our shareholders and our joint ventures and associates,
and the amounts due from non-controlling interests mainly represent current accounts with the non-
controlling interests of certain of our subsidiaries. We conduct assessments on the recoverability of amounts
due from related parties and non-controlling interests based on, among others, our historical settlement
records, past experiences, payment terms, current economic trends and to a certain extent, the larger
economic and regulatory environment in which our related parties or holders of the non-controlling interests
operate, which involve the use of various judgements, assumptions and estimates by our management.
However, there is no guarantee that our expectations or estimates will be entirely accurate for the future, as
we are not in control of all the underlying factors affecting the amounts due from related parties or amounts
due from non-controlling interests. Accordingly, there is uncertainty about the recoverability of our amounts
due from related parties and amounts due from non-controlling interests. Therefore, if we are not able to
recover the amounts due from related parties and/or amounts due from non-controlling interests, we may
experience an adverse effect on our financial position and results of operations.



We guarantee the mortgage loans provided by financial institutions to our customers and
consequently, we are liable to the mortgagees if our customers default.

Our customers may apply for mortgages to purchase our properties. As consistent with market practice, we
guarantee these mortgages for up to and until the issuance of the relevant property ownership certificates or
equivalent and the registration of the mortgage in favor of the mortgage bank. The guarantee period
generally range from one to three years, and we normally deposit with the mortgage bank a sum equal to or
less than five percent of the mortgage amount. In the event that a customer defaults on the mortgage
payment, the mortgage bank may deduct the deposited sum from the payment due and demand our
immediate payment of the outstanding balance. Once we have satisfied our obligations under the guarantee,
the bank would then assign its rights under the mortgage to us and we would have full recourse to the

property.

As we generally rely on credit assessments conducted by banks on our customers in making our guarantees,
we cannot guarantee that they will be sufficient. Yet even if we were to conduct our own, we cannot
guarantee that one or more of our customers will not default on us going forward, particularly as there is
limited financial or public information on many of them. There can also be no assurance that we will be able
to estimate and make appropriate provision for defaults. Furthermore, any significant decline of the
economic condition of the PRC or local markets in which we operate may lead to lowered income of our
customers and, subsequently, an increased risk of default on loans. In the event that a substantial number of
guarantee payment obligations arise at a time, we may experience material adverse effects on our business,
financial condition and results of operations, especially if the market value of our properties depreciates
substantially or the prevailing conditions prevent us from reselling our properties on favorable terms.

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.

Properties that we develop for sale are subject to a Land Appreciation Tax (“LAT”). Under PRC tax laws
and regulations, all income derived from the sale or transfer of land use rights, buildings and their ancillary
facilities in China are subject to LAT at rates ranging from 30% to 60% on the appreciated value of the
properties. LAT is calculated based on the proceeds received from the sale of properties less deductible
expenditures. We make provision for the estimated full amount of applicable LAT in accordance with
relevant PRC tax laws and regulations. Our estimates are based on, among other factors, our own
apportionment of deductible expenses, which is subject to final confirmation by the relevant tax authorities
upon settlement of the LAT.

As of the date of this offering memorandum, we had not had any disagreements with the relevant authorities
respecting our LAT calculations. However, we cannot assure you that this will always be the case going
forward. The relevant authorities may conclude that we are liable for more substantial LAT payments with
respect to past liabilities and present obligations. Furthermore, as we expand into provinces and cities in
which we have no existing business operations, we may find that our original provisions for LAT will be
insufficient to cover our actual LAT obligations due to lack of experience in and knowledge of our new
markets. We may experience material adverse effects on our cash flow, financial condition and results of
operations while seeking to pay the shortfall amount to relevant authorities, which may in turn lead to
restrictions on our ability to implement our business strategies.
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Future investments or acquisitions may have a material adverse effect on our ability to manage our
business.

We make strategic investments or acquisitions from time to time. However, our success in such ventures
depend on our ability to identify suitable acquisition targets, obtain financing on favorable terms and acquire
the necessary regulatory approvals. In the event that we are unable to make, or are restricted from making,
such strategic investments or acquisitions due to regulatory, financial or other constraints, we may not be
able to effectively implement our investment or expansion strategies.

Acquisitions typically involve a number of risks that may lead to material adverse effects on our business,
financial condition and results of operations. These may include, among others:

. failure to identify suitable targets;

. difficulties with integrating the operations and personnel of the target corporation with our own;

. potential disruption to our business operations and the diversion of management attention;

. dilution of our shareholders, in the event that we seek and obtain additional equity financing;

. failures to detect non-compliance incidents and financial or other issues during our due diligence

procedures; and

. failures to reap the expected benefits of the acquisition and take advantage of potential synergies, to
the detriment of our own financial well-being.

We have completed a number of acquisitions in the past. Various factors affect the chance of a successful
integration and continuous management of the acquired businesses. These include, but are not limited to,
complexity and size of the acquired business, risk of operating in a new market or environment, difficulties
in navigating new regulatory regimes, overcoming differences in corporate cultures, and inability to retain
the personnel from the acquired business, in addition to additional costs, resources and penalties that may
incur with the acquired businesses. There can be no assurance that the acquisitions that are already made or
will be undertaken by us would achieve the desired strategic objectives, business integration goals or
expected return on investments without negative side effects or unexpected penalties. It follows that, if the
results of operations of the acquired businesses do not meet our expectations or we incur unexpected
negative results, we may be required to recognize an operating loss in our consolidated financial statements
and impairment changes on goodwill or other assets. Further, we cannot assure you that we will be able to
make acquisitions or investments on favorable terms or within a desired time frame. There is also no
assurance that such acquisitions or investment would yield the expected level of return. In addition, we may
require additional financing in order to make such acquisitions and investments, which may result in an
increase in the level of our indebtedness while equity financing may result in dilution of ownership of
existing shareholders. Any of these factors could have a material adverse effect on our business, results of
operations, financial condition and prospects.

Failure to protect our intellectual property rights may materially and adversely affect our brand
value.

We rely on our trade name and trademarks to build brand value and recognition, which we believe are
integral to consolidating and building our market presence. However, brand value is based largely on public
perception. It may diminish in the event that we fail to deliver properties that are safe for habitation or in
accordance with the relevant pre-sale contracts or applicable PRC laws and regulation, are subjected to
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negative publicity, offer consistently negative experiences to third parties that deal with us or are perceived
as unethical or socially irresponsible. Even isolated incidents may lower market trust and reduce demand for
our properties in the long term.

In particular, unauthorized use or infringement of our trade name or trademarks by third parties may impair
our brand value or recognition. Third parties may use our intellectual property in ways that damage our
brand name and reputation in the real estate industry. We cannot guarantee that our measures to protect our
intellectual property will be sufficient. We primarily rely on contracts with our employees and business
partners under trademark and copyright laws and regulations to protect our intellectual property rights. For
more information, see “Business — Intellectual Property.” In addition, we and certain other companies may
use certain common terms in the company names, including but not limited to “Datang.” Although we have
obtained the relevant intellectual property rights for the use of such terms or names and that the other
companies sharing such term in their names may belong in industries that are entirely different from us, we
cannot guarantee that there will not be any potential intellectual property issues in the future as we are not in
a position to control or influence the conduct of the other parties that share such name with us. Despite the
precautions taken, there can be no assurance that we will be able to detect all misappropriation or
unauthorized use of our trade name and trademarks in a timely manner, or at all. There is also no guarantee
that we will be successful in any enforcement proceedings that we undertake. Litigation and/or relevant legal
process needed to protect our intellectual property may be very time-consuming, costly and divert our
resources and management attention from our operations. We may experience material adverse effects on
our business, financial condition and results of operation in the short term, while failures to protect our
intellectual property rights may diminish our competitiveness and market share in the long term.

We rely on external real estate agents to sell and market some of our property development projects,
who may not perform in accordance with our expectations.

We rely on external real estate agents to sell and market some of our property development projects. We
select and employ property agents based on factors such as market reputation, qualifications of the agents,
proposed sales and marketing plans prices and track record. As the external real estate agents we employ are
independent third parties, we cannot assure you that they have complied in all material respects with PRC
laws and regulations relevant to property sales. In the event that our property agents fail to comply with such
PRC laws and regulations, particularly in relation to representations and warranties or sales and marketing
campaigns, we may suffer material adverse effects on our brand value. We may also lose a portion of our
customers and therefore our market share in the long term. Additionally, there is no guarantee that our
property agents will perform up to our standards of professionalism and effectiveness. We may suffer
material adverse effects on our business and results of operations, as well as incur additional costs while
seeking to replace property agents unsuited to the task of selling and marketing our properties.

Inappropriate advertising of our properties may lead to penalties, undermine our sales and marketing
efforts, deteriorate our brand name, and have a material adverse effect on our business.

As a property developer in the PRC, we are subject to a variety of laws and regulations concerning the
marketing and promotion of our property development projects, our business and our brand image. There
were certain non-compliance incidents relating to the failure to comply with certain requirements of the PRC
Advertising Law. Any inappropriate or false advertising may cast doubt on our other disclosure,
advertisements, filings and publications; may deteriorate our brand name and reputation and consequently
materially and adversely affect our business, financial condition and results of operations. In addition, if any
of our advertisements are considered to be untruthful, we will be subject to penalties and will be required to
cease publishing the advertisements, correct the previous false advertisements and clarify the truth.



We may be subject to fines or forfeit land to the PRC government if we fail to pay land grant
premium or fail to develop properties within the time and in accordance with the terms set out in the
relevant land grant contracts.

Under PRC laws, if we fail to develop a property project according to the terms of the land grant contract,
including those relating to the payment of land premium, the designated use of the land and the time for
commencement and completion of the property development, government authorities may issue a warning,
impose a penalty and/or order us to forfeit the land. Specifically, under current PRC laws, if we fail to pay
any outstanding land grant premium by the stipulated deadlines, we may be subject to late payment penalties
or the repossession of the land by the government. If we fail to commence development within one year of
the commencement date stipulated in the land grant contract, the relevant PRC land bureau may issue a
warning to us and impose an idle land penalty of up to 20% of the land premium. If we fail to commence
development within two years from the commencement date stipulated in the land grant contract, the
relevant PRC land bureau may confiscate our land use rights without compensation, unless the delay in the
development is caused by government action or is due to a force majeure. Moreover, if a property developer
commences development of the property in accordance with the timeframe stipulated in then the land grant
contract but, suspended for more than one year without government approval and falls under either of the
following two situations: (i) the developed land area is less than one-third of the total land area, or (ii) the
total invested capital is less than one-fourth of the total planned investment in the project, then the land may
be treated as idle land and will be subject to the risk of forfeiture. See “Regulation — Development of Real
Estate Projects — Commencement of Real Estate Development Projects” for more details.

In September 2007, the Ministry of Land and Resources issued a new notice to further enhance control of
the land supply by requiring developers to develop land according to the terms of the land grant contracts
and restricting or prohibiting any non-compliant developers from participating in future land auctions. In
January 2008, the State Council issued a Notice of the State Council on Promoting Land Saving and
Efficient Use (C[BI%5 Bt B AR ET 48240 FHHb 3 1)) to escalate the enforcement of existing rules on
idle land management. Furthermore, the Ministry of Land and Resources issued a Notice on Restricting the
Administration of Construction Land and Promoting the Use of Approved Land (B8 Bt as F 45 B4R
AEHETT R F A FH B8 A1) in August 2009, which reiterated the applicable rules with regard to idle land
management. On June 1, 2012, the Ministry of Land and Resources promulgated the revised Measures on
the Disposal of Idle Land ({[H#& T #ipE & #¥i%)), which went into effect July 1, 2012. These further
measures may prevent competent land authorities from accepting any application for new land use rights or
processing any title transfer transaction, lease transaction, mortgage transaction or land registration
application with respect to idle land prior to the completion of the required rectification procedures.

As of the date of this offering memorandum, we did not have any idle land as identified by government
authorities nor have we received any notice requiring us to pay idle land fees. However, we cannot assure
you that circumstances leading to the repossession of land or delays in the completion of a property
development will not arise in the future. If our land is repossessed, we will not be able to continue our
property development on the forfeited land, recover the costs incurred for the initial acquisition of the
repossessed land or recover development costs and other costs incurred up to the date of the repossession. In
addition, we cannot assure you that regulations relating to idle land or other aspects of land use rights grant
contracts will not become more restrictive or punitive in the future. If we fail to comply with the terms of
any land use rights grant contract as a result of delays in project development, or as a result of other factor,
we may lose the opportunity to develop the project as well as our past investments in the land, which could
materially and adversely affect our business, financial condition and results of operations.
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We may be subject to fines or penalties if we fail to effectively implement and/or enforce our internal
control policies.

Historically, we experienced certain non-compliance incidents. We have implemented certain internal control
measures to enhance our internal control and risk management systems to prevent such non-compliance
incidents from happening again in the future. However, we cannot assure you that our internal control
measures will be effective or there will not be any non-compliance incidents in the future. In addition, PRC
laws, regulations or rules governing our industry is complex and has been changing rapidly, particular at the
local level, and we cannot assure you that we will not be subject to fines or penalties arising from non-
compliance incidents or others if we fail to adopt to the changes in the regulatory environment in a timely
manner, or at all. If we fail to do so, the results and consequences of such failure may have a material
adverse effect on our business, financial condition and results of operations.

Compliance with PRC laws and regulations regarding environmental protection and the preservation
of antiquities and monuments may delay the progress of our property development projects and create
additional costs.

We are subject to various laws and regulations concerning environmental protection and the preservation of
antiquities and monuments, which effectively prohibit and restrict property development in certain regions.
See “Regulation — Environmental Protection” for more information. While navigating this regulatory regime,
we may incur additional compliance costs, leading to lower profit margins and material adverse effects on
our results of operations. We may also be forced to delay our construction plans and fail to complete
properties on time, suffering damage to our reputation and access to future business opportunities. For more
information, see “— We may fail to complete our property development projects on time, or at all” above.

As environmental awareness grows in China, we anticipate that the PRC Government will continue to
promulgate increasingly stringent environmental laws and regulations. We also believe that we, and our
environmental impact assessment reports, will be evaluated against higher standards for compliance with the
regulatory regime. We anticipate that these developments will increase our project development costs in
general. Moreover, should the public perceive us as socially irresponsible on environmental issues, the
consequent damage to our reputation may diminish our brand value. For more information, see “— Failure to
protect our intellectual property rights may materially and adversely affect our brand value” above.

We may be unsuccessful in implementing our business strategies.

Our Directors and management formulate our business strategies based on, among others, their judgment of
the business, market conditions and regulatory environment. However, we are subject to uncertainties in
relation to implementing our business strategies and achieving the expected economic results. We may be
hindered by factors beyond our control, such as competitive pressures from other members of our industry,
lack of qualified and experienced personnel, natural disasters, difficulties in obtaining the required permits,
licenses and certificates, delays in construction and logistical difficulties, among others. In addition to the
factors mentioned above, we may fail to achieve market acceptance and brand recognition. We may also fail
to accurately gage customer preferences and tailor our offerings appropriately. Failure to successfully
implement our business strategies may weaken our competitiveness in the long term and materially and
adversely affect our business, financial condition and results of operations.

Our success depends on our ability to retain members of our senior management team and key
personnel.

Our continuing and future success depends on the efforts of our senior management team. As they possess
industry expertise, know-how or experience in key areas such as property development, construction, design,
sales and marketing, losing their services may have a material adverse effect on our ability to grow and
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sustain our business. Members of our senior management team collectively have an average of over 15 years
in the real estate industry. Should any or all members of our senior management team join or form a
competing business with their expertise, business relationships and full knowledge of our business
operations, we may not be able to estimate the extent of and compensate for such damage. Unexpected
resignations may also leave key operations without supervisors and materially and adversely affect the
implementation of our business strategies. There can no assurance that we will be able to recruit personnel
with equivalent qualifications in a timely manner or at all, as competition for experienced management is
intense in our industry.

We may be involved in claims, disputes, legal proceedings and negative publicity, which may adversely
affect our financial condition, divert management attention and harm our reputation.

We may be directly or indirectly involved in claims, disputes and legal proceedings with various parties
involved in our property development projects, such as contractors, regulatory bodies, business partners and
customers. Such claims, disputes and legal proceedings may relate to, among other issues, contractual
warranty disputes, employment and intellectual property. For example, earlier purchasers of our properties
may allege that we did not fulfill our representations and warranties in the subsequent planning and
development of our property development projects. We may also be subject to claims, disputes and legal
proceedings with our purchasers or other third parties in respect of the pricing practice of our properties and/
or related work. We cannot assure you that we will not be involved in any major dispute or legal
proceedings in the future, and any involvement in such disputes or proceedings may materially and
adversely affect our business, financial condition and brand name. Any claims, disputes and legal
proceedings brought against us, with or without merit, could result in substantial costs and divert capital
resources and management attention. In addition, negatively publicity about us, our shareholders and related
parties, our brand, management, business partners and products may arise from time to time. Negative
comments on properties developed by us, products and services offered by us, our business operations and
management may appear in internet postings and other media sources from time to time and we cannot
assure you that other types of negative publicity will not arise in the future. Such negative publicity may
cause customers to lose confidence or damages to our brand images. In addition, there are certain other
companies sharing the name such as “Datang” with us. Despite the fact that such companies may not be in
the same industry with us, we cannot guarantee that any negative news about such companies will not
adversely affect us based on the limited name similarity. Any of the above negative publicity events,
regardless of veracity, may have material adverse effects on our business and brand value.

Failure to make adequate contributions to various employee benefit plans and schemes as required by
the PRC regulations may subject us to penalties.

Companies operating in the PRC are required to participate in various employee benefit plans, such as
pension insurance, unemployment insurance, medical insurance, work-related injury insurance, maternity
insurance and housing provident fund, and contribute to the plans in amounts equal to certain percentages of
salaries, including bonuses and allowances, of their employees up to a maximum amount specified by the
local government from time to time at locations where they operate their businesses. In 2018, 2019 and
2020, we failed to set up social insurance accounts for certain of our eligible employees; and timely make
full social insurance contributions for certain of our eligible employees. We also failed to set up housing
provident fund accounts for certain of our eligible employees; and timely make full housing provident fund
contributions for certain of our eligible employees. We cannot assure that the relevant local government
authorities will not require us to pay the outstanding amount within a specific time limit or impose late fees
or fines on us, which may materially and adversely affect our financial condition and results of operation.



Our insurance coverage may not sufficiently cover the risks related to our business.

We purchase and maintain insurance policies that we believe are customary with the standard commercial
practice in our industry and as required under the relevant PRC laws and regulations. We normally do not
insure our property development projects against disruptions or damage caused by natural disasters, wars,
civil unrest, acts of terrorism and other instances giving rise to force majeure. We cannot guarantee that our
insurance policies will provide adequate coverage for all the risks in connection with our business
operations. We may be required to bear our losses to the extent that our insurance coverage is insufficient. If
we were to incur substantial losses and liabilities that are not covered by our insurance policies, we could
suffer significant costs and diversion of our resources, and thereby materially and adversely affect our
financial condition and results of operations.

We may not continue to receive government grants or subsidies.

Our profitability may be affected by government grants or subsidies that we receive. We received certain
one-off government grants in the amount of RMBI10.3 million, RMBO0.8 million and RMB4.2 million
(US$0.6 million) in 2018, 2019 and 2020, respectively. As these government grants and subsidies are
granted in the sole and absolute discretion of the relevant government authorities and subject to the relevant
PRC laws, regulations and policies, we cannot assure you that we will be able to receive government grants
or subsidies in the future, if at all. The fluctuation of the granting of the government grants or subsidies to
us may have a material impact on our profitability and, in turn, our financial condition and results of
operations.

We may experience failures in or disruptions to our information technology systems.

We rely on our information technology systems to manage key operational functions such as processing
financial data and coordinating business operations among teams at the Group and local level. However, we
cannot assure you that damages or interruptions caused by power outages, computer viruses, hardware and
software failures, telecommunication failures, fires, natural disasters, security breaches and other similar
occurrences relating to our information systems will not occur going forward. We may incur significant
costs in restoring any damaged information technology systems or to comply with any relevant data
protection requirements under the relevant PRC laws and regulations. Failures in or disruptions to our
information technology systems and loss or leakage of confidential information could cause transaction
errors, processing inefficiencies and the loss of customers and sales. We may thus experience material
adverse effects on our business and results of operations.

RISKS RELATING TO THE REAL ESTATE INDUSTRY

The real estate industry is closely monitored by the PRC government and we may fail to adapt to new
laws and regulations in ways that are profitable to our business.

The PRC government closely monitors the real estate industry and promulgates new laws and regulations
that are relevant to our business from time to time. Among other measures, the PRC government may reduce
the land available for property development, impose foreign exchange restrictions on cross-border
investment and financing and restrict foreign investment. Such policies, which may be introduced to curb
overheating in the real estate industry, may reduce market demand for our properties. Laws and regulations
promulgated to regulate other sectors of the economy may also indirectly affect our industry; for example,
the PRC government may raise benchmark interest rates in parallel with national economic growth. This
could effectively increase mortgage rates for our customers and our financing costs. For more information,
see “— Risks Relating to Our Business — We are susceptible to the effects that interest rate hikes may have
on our customers’ mortgage rates and our financing costs." There can also be no assurance that the PRC
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government will not promulgate new and evermore restrictive measures in the future, nor that we will be
able to anticipate and make provision for such developments in advance. We may fail to adapt to and
navigate the regulatory landscape in ways that are profitable to our business.

In the event that the PRC government restricts our ability to conduct pre-sales, we may lose a major
source of funding for our property development projects.

Our proceeds from pre-sales is a major source of funding for our property development projects. However,
in August 2005, the PBOC issued the “2004 Real Estate Financing Report” recommending that the practice
of pre-selling properties be discontinued. The reasoning was that pre-sales may create market risks and
transactional irregularities. We cannot guarantee that the PRC Government will not adopt this
recommendation or impose additional restrictions on pre-sales going forward. Under current PRC laws
and regulations, we are required to fulfill certain conditions prior to commencing pre-sales. Additionally, we
are also only able to use our proceeds to finance construction of properties to which individual pre-sales
relate. In the event that the PRC government imposes bans or further restrictions on the conduct of pre-sales,
we may be forced to seek alternative sources of funding to finance our property development projects.
Alternative sources of funding may not be available to us on favorable terms or at all, and we may suffer
material adverse effects on our business and results of operations.

Restrictions on foreign investment may materially and adversely affect our ability to invest in our
PRC subsidiaries.

In order to curtail overheating in the real estate industry, the PRC government has sought to regulate foreign
investment in property. There can be no assurance that the PRC government will not promulgate laws and
regulations that materially and adversely affect our ability to invest in our PRC subsidiaries going forward.
The PRC government may impose additional conditions toward establishing foreign-invested real estate
enterprises and tighten foreign exchange controls. Such measures may materially and adversely affect our
ability to invest in our PRC subsidiaries, and therefore hamper the growth of our business. Our PRC
subsidiaries may be forced to search for other sources of financing, which may not be available on favorable
terms or at all.

We may fail to compete effectively against other property developers.

The real estate market in provinces and cities where we have existing operations, or plan to have existing
operations, is intensely competitive. Our competitors include property developers who operate on a national,
regional and local scale. They may have stronger capital resources, wider sales and distribution networks,
greater brand or name recognition, greater expertise in regional and local markets and greater financial,
technical, marketing and public relations resources than we do. Such property developers may be better
positioned than we are to compete for land, financing, raw materials, skilled management and labor
resources, especially in certain of our core cities in China. We may find that there are fewer contractors with
successful track records available at a time and experience difficulties with selling our properties, delays in
the issuance and renewal of our government approvals and higher costs in attracting or retaining talented
employees. Our efforts to achieve market acceptance and brand recognition may require us to reduce prices
for our properties, while competitive pressures steadily increase our cost of sales. There is no assurance that
we will be able to pass additional costs on to our customers. Indeed, our ability to do so is limited as our
costs may not increase until after our pre-sales, at which time the purchase prices have already been agreed
with our pre-sale customers and cannot be changed. Failures to compete effectively may diminish our sales
and erode our market share, which could in turn materially and adversely affect our business, financial
condition, results of operations and competitive position.



We are exposed to risks associated with operating in an industry yet in the adjustment and
optimization stage.

As the real estate industry in China is yet in the adjustment and optimization stage, investors may be
discouraged from acquiring properties as rapid changes, whether regulatory or market, can take place in a
short amount of time. Investors may not have sufficient or accurate information regarding the changes or the
changing market to make an fully informed decision. Other factors that may discourage investment in real
estate include the limited number of mortgage financing options available, legal uncertainties to do with
enforcement of title and the lack of an insufficiently liquid secondary market for residential properties.
Though demand for private residential property has grown in recent years, the real estate market has
experienced volatility and price fluctuations. The risk of over-supply may surface in some markets as
investments in real estate can be, and are often, made for speculative reasons. We are exposed to risks
associated with operating in such a business environment. Any of the above-named factors may reduce
demand for our properties. We may be forced to lower our prices, and the resulting decrease in our profit
margins may materially and adversely affect our business and results of operations.

RISKS RELATING TO THE PRC

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 we cannot assure you 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 the PRC; (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.

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



if the banking and financial systems experience difficulties from over-indebtedness, businesses in China may
face a more challenging operating environment. Our business, financial condition and results of operations
may be adversely affected by:

. changes in the PRC political, economic and social conditions;

. changes in policies of the PRC government, including changes in policies in relation to our business
segments;

. changes in laws and regulation or the interpretation of laws and regulations;

. measures that may be introduced to control inflation or deflation;

. changes in the rate or method of taxation;

. the imposition of additional restrictions on currency conversion and remittances abroad; and

. a reduction in tariff protection and other important restrictions.

On December 28, 2020, PBOC and CBIRC jointly promulgated the Notice of PBOC and CBIRC on
Establishing a Centralization Management System for Real Estate Loans of Banking Financial Institutions
(BN RSRAT ~ H B SRAT FR By B I B 22 B R I S SR 7 S < ARV s B 041 38/ LA 2
FANY), which requires a PRC financial institution (excluding its overseas branches) to limit the amount of
real estate loans and personal housing mortgage loans it lends to a proportion calculated based on the total
amount of RMB loans extended by such financial institution. A relevant financial institution will have a
transition period of two years or four years to comply with the requirements depending on whether such
financial institution exceeded 2% of the legal proportion based on the statistical data relating to such
financial institution as of December 31, 2020. Under the notice, PBOC and CBIRC will have the authority to
take measures such as, among other things, imposing additional capital requirements on and reallocating the
weight adjustments relating to the risk of real estate assets for financial institutions that fail to rectify the
proportion requirements within a certain period.

Furthermore, the growth of demand in China for the real estate industry depends heavily on economic
growth. We cannot assure you that such growth will be sustained in the future. From time to time, the PRC
government has implemented certain measures in order to prevent the PRC economy from experiencing
excessive inflation. Such governmental measures may cause a decrease in the level of economic activity and
have an adverse impact on economic growth in China. If China’s economic growth slows down or if the
Chinese economy experiences a recession, the growth of demand for real estate property may also decrease.
Such events could have a material adverse effect on the Group’s business, results of operations and financial
condition.

Restrictions on currency exchange under PRC laws and regulations may limit our ability to satisfy
obligations denominated in foreign currencies.

Currently, the Renminbi cannot be freely converted into foreign currencies, and the conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. Substantially all of our
revenue is denominated in Renminbi. Under our current corporate structure, we derive our income primarily
from dividend payments made by our PRC subsidiaries. Shortages in the availability of foreign currency
may restrict the ability of our PRC subsidiaries to pay dividends or other payments to us or satisfy other
foreign currency-denominated obligations, if any. Additionally, the PBOC has adjusted the Renminbi deposit
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reserve ratio for major banks several times since 2010, first upward (to a peak of 21.5%) and more recently
downwarded to its present level of 13.0% for large institutions and 11.0% for smaller banks effective from
September 16, 2019.

Under existing PRC foreign exchange regulations, the Renminbi is convertible without prior approval from
SAFE for current account transactions so long as certain procedures are complied with. Examples of such
current account transactions include profit distributions and interest payments. However, prior approval and
registration with SAFE is required for capital account transactions. Examples of capital account transactions
include foreign direct investment and the repayment of loan principal. There can be no assurance that the
PRC government, in seeking to regulate the economy, will not restrict access to foreign currencies for
current account transactions in the future. Such restrictions may limit our ability to convert cash from our
operating activities into foreign currencies to make dividend payments or satisfy any foreign currency-
denominated obligations we may have. Moreover, limitations on the flow of funds between us and our PRC
subsidiaries may restrict our ability to provide financing to our PRC subsidiaries and take advantage of
business opportunities in response to market conditions.

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 global economic slowdown and turmoil in the global financial markets that started in the second half of
2008 have had a negative impact on the world economy, which in turn affected the PRC real estate industry
and many other industries. Subsequently, global markets 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 June 2016, the United Kingdom held a remain-or-leave referendum on
its membership within the European Union, the result of which favored the exit of the United Kingdom from
the European Union (“Brexit”). The United Kingdom ceased to be a member of the European Union (the
“EU”) on January 31, 2020 (“Brexit”). During the period from that date to December 31, 2020, certain
transitional arrangements were in effect, such that the UK continued to be treated, in most respects, as if it
were still a member of the EU, and generally remained subject to EU law. On December 24, 2020, the EU
and the UK reached an agreement in principle on the terms of certain agreements and declarations governing
the ongoing relationship between the EU and the UK, including the EU-UK Trade and Cooperation
Agreement (the “TCA”). On December 29, 2020, the Council of the European Union adopted a decision
authorizing the signature of the TCA and its provisional application in the EU for a limited period (the
“Provisional Period”), pending ratification of the TCA by the European Parliament. The TCA was
subsequently signed on behalf of the EU on December 30, 2020; and the Provisional Period commenced on
January 1, 2021, and is expected to end no later than April 30, 2021. Legislation to implement the TCA in
the UK came into effect beginning on December 31, 2020. However, the TCA is limited in its scope to
primarily the trade of goods, transport, energy links and fishing, and uncertainties remain relating to certain
aspects of the UK’s future economic, trading and legal relationships with the EU and with other countries. In
addition, it is possible that the TCA may not be ratified by the European Parliament prior to the end of the
Provisional Period, or at all, which would lead to further uncertainty as to the nature and terms of any
subsequent relationships between the EU and the UK, and disruption may arise as a result. The actual or
potential consequences of Brexit, and the associated uncertainty, could adversely affect economic and
market conditions in the UK, in the EU and its member states and elsewhere, and could contribute to
instability in global financial markets. The effect of such potential events on us or the Notes is impossible to
predict; but they could significantly impact volatility, liquidity and/or the market value of securities,
including the Notes, and could have a material adverse effect on our ability to make payments on the Notes.

China’s economic growth may slowdown due to weakened exports and nationwide structural reforms.
Moreover, as the PRC is transitioning to a consumption-based economy, the forecast growth rate of the PRC
is expected to be significantly lower than its average growth rate over the past thirty years. The recent



developments surrounding the trade war with the United States may also weaken exports and impact China’s
economic growth negatively. In 2018 and 2019, the U.S. government, under the administration of President
Donald J. Trump, imposed several rounds of tariffs on cumulatively US$550 billion worth of Chinese
products. In retaliation, the Chinese government responded with tariffs on cumulatively US$185 billion
worth of U.S. products. On January 15, 2020, the U.S. and Chinese governments signed the U.S.-China
Economic and Trade Agreement (the “Phase I Agreement”). Under the Phase I Agreement, the U.S. agreed
to cancel a portion of tariffs imposed on Chinese products, China promised additional purchases of U.S.
goods and services, and both parties expressed a commitment to further improving various trade issues.
Despite this reprieve, however, it remains to be seen whether the Phase I Agreement will be abided by both
governments and successfully reduce trade tensions. If either government violates the Phase I Agreement, it
is likely that enforcement actions will be taken and trade tensions will escalate. In addition, as Joe Biden
inaugurated as the U.S. President in January 2021, his administration may bring further uncertainties to the
enforcement of the Phase I Agreement and the global economy in general. Furthermore, additional
concessions are needed to reach a comprehensive resolution of the trade war. The roadmap to the
comprehensive resolution remains unclear, and the lasting impact the trade war may have on China’s
economy and the PRC industry remains uncertain. Should the trade war between the United States and the
PRC begin to materially impact the PRC economy, the purchasing power of our customers in the PRC would
be negatively affected.

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

Fluctuations in the value of the Renminbi and governmental control of currency conversion may limit
our ability to use capital effectively.

Substantially all of our revenue and expenditures are denominated in Renminbi, while the net proceeds from
the initial public 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 4.4% in 2015 and 7.2%
in 2016, but appreciated against the U.S. Dollar 6.7% in 2017. The value of Renminbi then depreciated
approximately 5% against the U.S. Dollar in 2018. We cannot assure you that 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 (B #E— 5 fifj {b i B & A A BEBUR 194 A1) (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.

Inflation in China could negatively affect our profitability and growth.

Economic growth in China has, in the past, been accompanied by periods of high inflation. In response, the
PRC government has implemented policies from time to time to control inflation, such as restricting the
availability of credit by imposing tighter bank lending policies or higher interest rates. The PRC government
may take similar measures in response to future inflationary pressures. Rampant inflation without the PRC
government’s mitigation policies would likely increase our costs, thereby materially reducing our
profitability. There is no assurance that we will be able to pass any additional costs to our customers.
On the other hand, such control measures may also lead to slower economic activity and we may see
reduced demand for our properties.

Uncertainties with respect to the PRC legal system could limit the legal protection available to you.

The legal system in China has inherent uncertainties that could limit the legal protection available to our
shareholders. As we conduct all of our business operations in China, we are principally governed by PRC
laws, rules and regulations. The PRC legal system is based on the civil law system. Unlike the common law
system, the civil law system is established on the written statutes and their interpretation by the Supreme
People’s Court (= AR IEBE), while prior legal decisions and judgments have limited significance as
precedent. The PRC government has been developing a commercial law system, and has made significant
progress in promulgating laws and regulations related to economic affairs and matters, such as corporate
organization and governance, foreign investments, commerce, taxation and trade.

However, many of these laws and regulations are relatively new and there is a limited volume of published
decisions. Thus, there are uncertainties involved in their implementation and interpretation, which might not
be as consistent and predictable as in other jurisdictions. In addition, the PRC legal system is based in part
on government policies and administrative rules that may have retroactive effect. Consequently, we may not
be aware of any violation of these policies and rules until sometime after such violation has occurred.
Furthermore, the legal protection available to you under these laws, rules and regulations may be limited.
Any litigation or regulatory enforcement action in China may be protracted and result in substantial costs
and diversion of resources and management attention.

You may experience difficulties in effecting service of process or enforcing foreign judgments against
us, our Directors or senior management residing in China.

We are incorporated in the Cayman Islands. All of our assets are located in China and all of our Directors

and senior management reside in China. Therefore, it may not be possible to effect service of process within
Hong Kong or elsewhere outside of China upon us or our Directors or senior management. Moreover, China
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has not entered into treaties for the reciprocal recognition and enforcement of court judgments with Japan,
the United Kingdom, the United States and many other countries. As a result, recognition and enforcement
in China of a court judgment obtained in other jurisdictions may be difficult or impossible.

In addition, on July 14, 2006, China and Hong Kong signed the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong
Kong Special Administrative Region Pursuant to Choice of Court Agreements between Parties Concerned
(IR A TRy 3t B A 8 R I A IBRC U 9% 5 A L 0 T AR B AT o A ol O 0 R P T R AR R 9 BE)  (the
“Arrangement”). Pursuant to the Arrangement, a party with a final court judgment rendered by a Hong
Kong court requiring payment of money in a civil and commercial case pursuant to a choice of court
agreement in writing may apply for recognition and enforcement of the judgment in China. Similarly, a
party with a final judgment rendered by a PRC court requiring payment of money in a civil and commercial
case pursuant to a choice of court agreement in writing may apply for recognition and enforcement of such
judgment in Hong Kong. A choice of court agreement in writing is defined as any agreement in writing
entered into between the parties after the effective date of the arrangement in which a Hong Kong or PRC
court is expressly designated as the court having sole jurisdiction for the dispute. Therefore, it may not be
possible to enforce a judgment rendered by a Hong Kong court in China if the parties in dispute do not
agree to enter into a choice of court agreement in writing. On January 18, 2019, China and Hong Kong
signed the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial
Matters between the Courts of the Mainland and of the Hong Kong Special Administrative Region (B A
by B U R I A T BB I 325 B A B RR T RN SAT R P R IR BE)  (the “New Arrangement”). The New
Arrangement will broaden the scope of judgments that may be enforced between China and Hong Kong
under the Arrangement. Whereas a choice of jurisdiction need to be agreed in writing in the form of an
agreement between the parties for the selected jurisdiction to have exclusive jurisdiction over a matter under
the Arrangement, the New Arrangement provides that the court where the judgment was sought could apply
jurisdiction in accordance with the certain rules without the parties’ agreement. The New Arrangement will
replace the Arrangement when the former becomes effective. However, the New Arrangement has not
become effective and no specific date has been determined as its effective date. The Arrangement continues
to apply and, as such, it may be difficult or impossible for investors to enforce a Hong Kong court judgment
against our assets or our Directors or senior management in China.

PRC laws and regulations establish more complex procedures for some acquisitions of PRC companies
by foreign investors, which could make it difficult for us to pursue growth through acquisitions in
China.

A number of PRC laws and regulations, including the M& A Rules, the Anti-Monopoly Law ({/X BEE%)),
and the Rules of the MOFCOM on Implementation of Security Review System of Mergers and Acquisitions
of Domestic Enterprises by Foreign Investors (P50 B it oM 15 6 & 1F I 5 0 b 3622 2 3 A il BE A R
7E)) promulgated by the MOFCOM on August 25, 2011 and effective from September 1, 2011 (“Security
Review Rules”), have established procedures and requirements that are expected to make the review of
certain merger and acquisition activities by foreign investors in China more time-consuming and complex.
These include requirements in some instances to notify the MOFCOM in advance of any transaction in
which foreign investors take control of a PRC domestic enterprise, or to obtain approval from the MOFCOM
before overseas companies established or controlled by PRC enterprises or residents acquire affiliated
domestic companies. PRC laws and regulations also require certain merger and acquisition transactions to be
subject to merger control or security review.

The Security Review Rules prohibit foreign investors from bypassing the security review requirement by
structuring transactions through proxies, trusts, indirect investments, leases, loans, control through
contractual arrangements or offshore transactions. If we are found to be in violation of the Security
Review Rules and other PRC laws and regulations with respect to merger and acquisition activities in China,
or fail to obtain any of the required approvals, the relevant regulatory authorities would have broad
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discretion in dealing with such violations, including levying fines, revoking business and operating licenses,
confiscating our income and requiring us to restructure or unwind our restructuring activities. Any of these
actions could cause significant disruption to our business operations and may materially and adversely affect
our business, financial condition and results of operations. Furthermore, if the business of any target
company we plan to acquire falls into the ambit of security review, we may not be able to successfully
acquire such company either by equity or asset acquisition, capital contribution or any contractual
arrangement. We may grow our business in part by acquiring other companies operating in our industry.
Complying with the requirements of the relevant regulations to complete such transactions could be time-
consuming, and any required approval processes, including approval from the MOFCOM, may delay or
inhibit our ability to complete such transactions, thus affecting our ability to expand our business or
maintain our market share.

We may be deemed a PRC resident enterprise under the EIT Law and be subject to a tax rate of 25%
on our global income.

Pursuant to the Enterprise Income Tax Law of the People’s Republic of China (€% A AL FN 3 11> 2 fir 15
BiiE)) (the “EIT Law”), which came into effect on January 1, 2008 and was amended on February 24, 2017
and December 29, 2018, an enterprise established outside China whose “de facto management body” is
located in China is considered a “PRC resident enterprise” and will generally be subject to the uniform
enterprise income tax rate, or EIT rate, of 25% on its global income. Under the implementation rules of the
EIT Law, “de facto management body” is defined as the organizational body that effectively exercises
management and control over such aspects as the business operations, personnel, accounting and properties
of the enterprise.

On April 22, 2009, SAT released the Notice Regarding the Determination of Chinese-Controlled Offshore
Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies
(TR ST A1 o 4 5 A S 8 AT M A R 0 S R A 6 T BRI BT REL 93 ) (the  “Circular
82”), as amended on December 29, 2017, which sets out the standards and procedures for determining
whether the “de facto management body” of an enterprise registered outside of China and controlled by PRC
enterprises or PRC enterprise groups is located within China. Under Circular 82, a foreign enterprise
controlled by a PRC enterprise or PRC enterprise group is considered a PRC resident enterprise if all of the
following apply: (i) the senior management and core management departments in charge of daily business
operations are located mainly within China;(ii) financial and human resources decisions are subject to
determination or approval by persons or bodies in China; (iii) major assets, accounting books, company seals
and minutes and files of board and shareholders’ meetings are located or kept within China; and (iv) at least
half of the enterprise’s directors with voting rights or senior management reside within China. In addition,
Circular 82 also requires that the determination of “de facto management body” shall be based on the
principle that substance is more important than form. Further to Circular 82, SAT issued the Chinese-
Controlled Offshore Incorporated Resident Enterprises Income Tax Regulation (Trial Implementation) (54}
A A A A SR AR ST AR B (4T) ) (the “Bulletin 45”), which took effect on September 1,
2011 and amended on June 1, 2015, June 28, 2016 and June 15, 2018, to provide more guidance on the
implementation of Circular 82 and clarify the reporting and filing obligations of such “Chinese-controlled
offshore incorporated resident enterprises”. Bulletin 45 provides procedures and administrative details for
the determination of resident status and administration of post-determination matters. Although Circular 82
and Bulletin 45 explicitly provide that the above standards apply to enterprises which are registered outside
of China and controlled by PRC enterprises or PRC enterprise groups, Circular 82 may reflect the State
Administration of Taxation’s criteria for determining the tax residence of foreign enterprises in general. All
members of our senior management are currently based in China; if we are deemed a PRC resident
enterprise, the EIT rate of 25% on our global taxable income may reduce capital we could otherwise divert
to our business operations.
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RISKS RELATING TO THE NOTES, THE SUBSIDIARY GUARANTEES AND THE JV
SUBSIDIARY GUARANTEES

We are a holding company and payments with respect to the Notes are structurally subordinated to
liabilities, contingent liabilities and obligations of our subsidiaries.

We are a holding company with no material operations. We conduct substantially all of our operations
through our PRC subsidiaries. Therefore, almost all of our revenue and income (as shown in our
consolidated financial information included elsewhere in this offering memorandum) are attributed to our
PRC operating subsidiaries and any contribution from direct operations of the Subsidiary Guarantors (or JV
Subsidiary Guarantors) are immaterial. The Notes will not be guaranteed by any current or future PRC
subsidiaries. Our primary assets are ownership interests in our PRC subsidiaries, which are held through the
Subsidiary Guarantors and certain Non-Guarantor Subsidiaries. The Subsidiary Guarantors do not, and the
JV Subsidiary Guarantors (if any) may not, have material operations. Accordingly, our ability to pay
principal and interest on the Notes and the ability of the Subsidiary Guarantors and the JV Subsidiary
Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or JV Subsidiary Guarantees
(as the case may be) will depend upon our receipt of principal and interest payments on the intercompany
loans and distributions of dividends from our subsidiaries.

Creditors, including trade creditors of Non-Guarantor Subsidiaries and any holders of preferred shares in
such entities, would have a claim on the Non-Guarantor Subsidiaries’ assets that would be prior to the
claims of holders of the Notes. As a result, our payment obligations under the Notes will be effectively
subordinated to all existing and future obligations of our Non-Guarantor Subsidiaries, including their
obligations under guarantees they have issued or will issue in connection with our business operations, and
all claims of creditors of our Non-Guarantor Subsidiaries will have priority as to the assets of such entities
over our claims and those of our creditors, including holders of the Notes. As of December 31, 2020, our
Non-Guarantor Subsidiaries had total debt in the amount of RMB10,314.1 million (US$1,580.7 million),
capital commitments in the amount of RMB39.9 million (US$6.1 million) and contingent liabilities arising
from guarantees in the amount of RMB17.5 million (US$2.7 million). The Notes and the Indenture permit
us, the Subsidiary Guarantors, the JV Subsidiary Guarantors (if any) and our Non-Guarantor Subsidiaries to
incur additional indebtedness and issue additional guarantees, subject to certain limitations.

In addition, our secured creditors or those of any Subsidiary Guarantor or JV Subsidiary Guarantor (if any)
would have priority as to our assets or the assets of such Subsidiary Guarantor or JV Subsidiary Guarantor
(if any) securing the related obligations over claims of holders of the Notes.

Under the terms of the Notes, a Subsidiary Guarantee required to be provided by a subsidiary of the
Company may be replaced by a limited-recourse guarantee, or JV Subsidiary Guarantee, following the sale
or issuance to a third party of equity interest of no less than 20% in such subsidiary by its direct or indirect
majority shareholders (subject to the satisfaction of certain conditions). Recovery under a JV Subsidiary
Guarantee is limited to an amount equal to our proportional interest in the issued share capital of such
Subsidiary Guarantor, or JV Subsidiary Guarantor, multiplied by the fair market value of the total assets in
such JV Subsidiary Guarantor and its subsidiaries, on a consolidated basis, as of the date of the last fiscal
year end of the Company. As a result, the amount that may be recovered by the Trustee pursuant to a JV
Subsidiary Guarantee (compared to a Subsidiary Guarantee) is reduced, which in turn may affect your ability
to recover any amounts due under the Notes.
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We have substantial indebtedness, including indebtedness that will be mature within one year, and we
may incur substantial additional indebtedness in the future, which could adversely affect our financial
health and our ability to generate sufficient cash to satisfy our outstanding and future debt obligations
in a timely manner.

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. As of December 31, 2020, our indebtedness (including current and noncurrent interest-bearing
bank and other borrowings) amounted to RMB10,314.1 million (US$1,580.7 million). Subsequent to
December 31, 2020, we also incurred other indebtedness for our general business operation. As of December
31, 2020, we had bank and other borrowings amounting to RMB2,666.7 million (US$408.7 million) due
within one year. As a result, we are subject to refinancing risks against such maturing indebtedness. We
cannot assure you that we would be able to refinance our indebtedness, in a timely manner on acceptable
terms after Non-Guarantor Subsidiaries are available or at all. The risk is exacerbated by the current
volatility in the global capital and credit markets.

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

. limit our ability to satisfy our obligations under the Notes and other debt;
. increase our vulnerability to adverse general economic and industry conditions;
. require us to dedicate a substantial portion of our cash flow from operations to servicing and repaying

our indebtedness, thereby reducing the availability of our cash flow to fund working capital, capital
expenditures and for other general corporate purposes;

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

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

. limit, along with the financial and other restrictive covenants of our indebtedness, among other things,

our ability to borrow additional funds; and
. increase the cost of additional financing.

In the future, we may from time to time incur substantial additional indebtedness and contingent liabilities.
Under the Indenture, our ability to incur additional debt is subject to limitations on indebtedness and
preferred stock covenants. Under such covenants, we may incur (i) certain Permitted Indebtedness or (ii)
additional indebtedness if we can, among other things, satisfy the Fixed Charge Coverage Ratio. The Fixed
Charge Coverage Ratio is derived by dividing Consolidated EBITDA by Consolidated Fixed Charges.
Because our definition of Consolidated Net Income (which is a significant component of Consolidated
EBITDA) for the Notes includes our unrealized gains on valuation adjustments on our investment properties,
our Consolidated EBITDA and therefore our ability to incur additional debt under such covenants could be
substantially larger when compared to other similarly situated PRC senior notes issuers whose covenants
may not include such unrealized gains in the definition of consolidated net income. In addition, because our
definition of Consolidated Interest Expense for the Notes excludes (i) the interest expense on indebtedness
of third parties that we guarantee (except to the extent that such interest expense is actually paid by us), (ii)
interest expenses arising from lease liability which would have been classified as “operating lease” before
the adoption of HKFRS 16 and (iii) interest expense arising from pre-sale receipts in advance from
customers, our Consolidated Interest Expense and our ability to incur additional debt could be even larger
when compared to other similarly situated PRC senior notes issuers whose covenants would typically
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include such interest expense in the definition of consolidated interest expense. If we or our subsidiaries
incur additional debt, the risks that we face as a result of our already substantial indebtedness and leverage
could intensify.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will depend
upon our future operating performance, which will be affected by prevailing economic conditions and
financial, business and other factors, many of which are beyond our control. We anticipate that our operating
cash flow will be sufficient to meet our anticipated operating expenses and to service our debt obligations as
they become due. However, there is no assurance that we will be able to generate sufficient cash flow for
these purposes. In addition, certain of our PRC loans are guaranteed by our subsidiaries. If we are unable to
service our indebtedness, or if our guarantors are unable to perform their guarantee obligations and we are
unable to secure alternative guarantees, we will be forced to adopt an alternative strategy that may include
actions such as reducing or delaying capital expenditures, selling assets, restructuring or refinancing our
indebtedness or seeking equity capital. These strategies may not be instituted on satisfactory terms, if at all.

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

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

As a holding company, we depend on the receipt of dividends and the interest and principal payments on
intercompany loans or advances from our subsidiaries, including our PRC subsidiaries, to satisfy our
obligations, including our obligations under the Notes. The ability of our subsidiaries to pay dividends and
make payments on intercompany loans or advances to their shareholders is subject to, among other things,
distributable earnings, cash flow conditions, restrictions contained in the articles of association of our
subsidiaries, applicable laws and restrictions contained in the debt instruments or agreements of such
subsidiaries. Pursuant to the loan agreements with PRC banks or financial institutions, certain of our PRC
subsidiaries are subject to dividend distribution limitations. In addition, if any of our subsidiaries raises
capital by issuing equity securities to third parties, dividends declared and paid with respect to such equity
securities would not be available to us to make payments on the Notes. These restrictions could reduce the
amounts that we receive from our subsidiaries, which would restrict our ability to meet our payment
obligations under the Notes and the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if
any) under the Subsidiary Guarantees or JV Subsidiary Guarantees as the case may be.

PRC laws and regulations permit payment of dividends only out of accumulated profits as determined in
accordance with PRC accounting standards and regulations and such profits differ from profits determined in
accordance with HKFRS in certain significant respects, including the use of different bases of recognition of
revenue and expenses. Our PRC subsidiaries are also required to set aside a portion of their after-tax profits
according to PRC accounting standards and regulations to fund certain reserves that are not distributable as
cash dividends. In addition, dividends paid by our PRC subsidiaries to their non-PRC parent companies are
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subject to a 10% withholding tax, unless there is a tax treaty between the PRC and the jurisdiction in which
the overseas parent company is incorporated, which specifically exempts or reduces such withholding tax.
Pursuant to an avoidance of double taxation arrangement between Hong Kong and the PRC, if the non-PRC
parent company is a Hong Kong resident and directly holds a 25% or more interest in the PRC enterprise,
such withholding tax rate may be lowered to 5%. As a result of such restrictions, there could be limitations
on payments from our PRC subsidiaries to meet payments required by the Notes or satisfy the obligations of
the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under the Subsidiary Guarantees or JV
Subsidiary Guarantees as the case may be, and there could be restrictions on payments required to redeem
the Notes at maturity or as required for any early redemption.

Furthermore, we may resort to such offshore shareholder lending in the future, rather than equity
contribution, to our PRC subsidiaries to finance their operations. In such events, the market interest rates
that our PRC subsidiaries can pay with respect to offshore loans generally may not exceed comparable
interest rates in the international finance markets. The interest rates on shareholder loans paid by our
subsidiaries, therefore, are likely to be lower than the interest rate for the Notes. Our PRC subsidiaries are
also required to pay a 10% (or 7% if the interest is paid to a Hong Kong resident) withholding tax on our
behalf on the interest paid under any shareholder loan. Prior to payment of interest and principal on any such
shareholder loan, the PRC subsidiaries (as foreign-invested enterprises in China) must present evidence of
payment of the withholding tax on the interest payable on any such shareholder loan and evidence of
registration with SAFE, as well as any other documents that SAFE or its local branch may require.

The eligibility for the reduced tax rates described above on payments from our PRC subsidiaries to our
Hong Kong subsidiary is subject to limitations, including that the Hong Kong recipient company must be
treated as the beneficial owner of the income and the PRC tax authorities approve the reduced withholding
rate. There is no assurance that such approval will be granted by the PRC tax authorities.

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

The Notes are subject to optional redemption by us.

As set forth in “Description of the Notes — Optional Redemption,” the Notes may be redeemed at our
option in the circumstances set out therein. An optional redemption feature is likely to limit the market value
of the Notes. During any period when we may elect to redeem the Notes, the market value of those Notes
generally will not rise substantially above the price at which they can be redeemed. This also may be true
prior to any redemption period.

We may be expected to redeem the Notes when its cost of borrowing is lower than the interest rate on the
Notes. In such case, an investor generally would not be able to reinvest the redemption proceeds at an
effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so
at a significantly lower rate. It may therefore cause a negative financial impact on the Noteholders. Potential
investors should consider reinvestment risk in light of other investments available at that time.

The terms of the Notes give us enhanced flexibility to pay substantial amount of dividends.

We pay dividends to our shareholders from time to time. Under the Indenture, any such dividend payment
will be a “Restricted Payment,” which could not be made unless we can, among other things, satisfy the
Fixed Charge Coverage Ratio. However, such restriction is subject to important exceptions and
qualifications. Under the terms of the Notes, we may, without satisfying the Fixed Charge Coverage
Ratio, pay dividends on our common stock announced by us in 2021 with respect to the fiscal year ended
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December 31, 2020 based on our consolidated financial statements of such fiscal year and with respect to
any fiscal year ending after December 31, 2020, in an aggregate amount not to exceed 20% of our profit and
total comprehensive income for the year. With such an exception, we may be able pay substantial amount of
dividends even when we are highly leveraged, which may materially and adversely affect our ability to
service our indebtedness, including the Notes.

Interest payable by us to our foreign investors and gain on the sale of our Notes may be subject to
withholding taxes under PRC tax laws.

We may be treated as a PRC resident enterprise for PRC tax purposes. See “— Risks Relating to the PRC —
We may be deemed a PRC resident enterprise under the EIT Law and be subject to a tax rate of 25% on our
global income.” If we are deemed a PRC resident enterprise, the interest payable on the Notes may be
considered to be sourced within China. In that case, PRC income tax at the rate of 10% will be withheld
from interest paid by us to investors that are “non-resident enterprises” so long as such “non-resident
enterprise” investors do not have an establishment or place of business in China or, if despite the existence
of such establishment or place of business in China, the relevant income is not effectively connected with
such establishment or place of business in China. Any gain realized on the transfer of the Notes by such
investors will be subject to a 10% PRC income tax if such gain is regarded as income derived from sources
within China. Furthermore, if we are considered a PRC resident enterprise and the relevant PRC tax
authorities consider interest we pay with respect to the Notes, or any gains realized from the transfer of
Notes, to be income derived from sources within the PRC, such interest or gains earned by nonresident
individuals may be subject to PRC income tax (which in the case of interest, may be withheld by us) at a
rate of 20%. It is uncertain whether we will be considered a PRC “resident enterprise.” In addition, pursuant
to Circular 36 promulgated by the MOF and SAT on March 23, 2016, if the Issuer is treated as a PRC tax
resident and if PRC tax authorities take the view that the holders of the Notes are providing loans within the
PRC, the holders of the Notes shall be subject to VAT at the rate of 6% when receiving the interest
payments under the Notes. In addition, the holders of the Notes shall be subject to the local levies at
approximately 12% of the VAT payment and consequently, the combined rate of VAT and local levies
would be around 6.72%.

Where a holder of the Notes who is an entity or individual located outside of the PRC resells the Notes to an
entity or individual located outside of the PRC and derives any gain, since neither the seller nor the buyer is
located in the PRC, theoretically the Circular 36 does not apply and the Issuer does not have the obligation
to withhold the VAT or the local levies. However, there is uncertainty as to the applicability of VAT if
either the seller or buyer of Notes is located within the PRC.

If we are required to withhold PRC tax on interest payable to our foreign noteholders that are “non-resident
enterprises,” we will be required, subject to certain exceptions, to pay such additional amounts as will result
in receipt by a holder of a Note of such amounts as would have been received by the holder had no such
withholding been required. The requirement to pay additional amounts will increase the cost of servicing
interest payments on the Notes, and could have a material adverse effect on our ability to pay interest on,
and repay the principal amount of, the Notes, as well as our profitability and cash flow. In addition, if you
are required to pay PRC income tax on the transfer of our Notes, the value of your investment in our Notes
may be materially and adversely affected. It is unclear whether, if we are considered a PRC “resident
enterprise,” holders of our Notes might be able to claim the benefit of income tax treaties or agreements
entered into between China and other countries or areas.
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We may be able to redeem the Notes in whole at a redemption price equal to 100% of the principal
amount plus accrued and unpaid interest in the event we are required to pay additional amounts
because we are treated as a PRC “resident enterprise.”

In the event we are treated as a PRC “resident enterprise”, we may be required to withhold PRC tax on
interest payable to certain of our non-resident investors. In such case, we will, subject to certain exceptions,
be required to pay such additional amounts as will result in receipt by a holder of a Note of such amounts as
would have been received by the holder had no such withholding been required. As described under
“Description of the Notes — Redemption for Taxation Reasons,” in the event we are required to pay
additional amounts as a result of certain changes in specified tax law or certain other circumstances,
including any change in interpretation or statement of the official position that results in our being required
to withhold tax on interest payments as a result of our being treated as a PRC “resident enterprise,” we may
redeem the Notes in whole at a redemption price equal to 100% of the principal amount plus accrued and
unpaid interest.

We may not be able to repurchase the Notes upon a Change of Control.

We must offer to purchase the Notes upon the occurrence of a Change of Control, at a purchase price equal
to 101% of the principal amount plus any accrued and unpaid interest. See “Description of the Notes —
Repurchase of Notes Upon a Change of Control.” The source of funds for any such purchase would be our
available cash or third-party financing. However, we may not have sufficient available funds at the time of
the occurrence of any Change of Control to make purchases of outstanding Notes. Our failure to make the
offer to purchase or to purchase the outstanding Notes would constitute an Event of Default under the Notes.
The Event of Default may, in turn, constitute an event of default under other indebtedness, any of which
could cause the related debt to be accelerated after any applicable notice or grace periods. If our other debt
were to be accelerated, we may not have sufficient funds to purchase the Notes and repay the debt.

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

The insolvency laws of the Cayman Islands, the British Virgin Islands and Hong Kong and other local
insolvency laws may differ from U.S. bankruptcy law or those of another jurisdiction with which
holders of the Notes are familiar.

Because we are incorporated, and the JV Subsidiary Guarantors (if any) may be incorporated, under the laws
of the Cayman Islands, an insolvency proceeding relating to us or any such JV Subsidiary Guarantor, even if
brought in the United States, would likely involve Cayman Islands insolvency laws, the procedural and
substantive provisions of which may differ from comparable provisions of United States federal bankruptcy
law. In addition, our other Subsidiary Guarantors and JV Subsidiary Guarantors (if any) are incorporated or
may be incorporated in the BVI or Hong Kong and the insolvency laws of the BVI and Hong Kong may also
differ from the laws of the United States or other jurisdictions with which the holders of the Notes are
familiar.
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We conduct substantially all of our business operations through PRC-incorporated subsidiaries in China. The
Subsidiary Guarantors, as equity holders in our PRC subsidiaries, are necessarily subject to the bankruptcy
and insolvency laws of China in a bankruptcy or insolvency proceeding involving any of such PRC
subsidiaries. Any JV Subsidiary Guarantors which become equity holders of our PRC subsidiaries would
also be subject to such laws. The PRC laws and regulations relating to bankruptcy and insolvency and the
legal proceedings in that regard may significantly differ from those of the United States and other
jurisdictions with which the holders of the Notes are familiar. You should analyze the risks and uncertainties
carefully before you invest in our Notes.

We may be unable to obtain and remit foreign exchange.

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

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

If we are unable to comply with the restrictions and covenants in the Indenture or our current or future debt
obligations and other agreements, there could be a default under the terms of these agreements. In the event
of a default under these agreements, the holders of the debt could terminate their commitments to lend to us,
accelerate repayment of the debt and declare all outstanding amounts due and payable or terminate the
agreements, as the case may be. Furthermore, some of our debt agreements, including the Indenture, contain
cross-acceleration or cross-default provisions. As a result, our default under one debt agreement may cause
the acceleration of repayment of not only such debt but also other debt, including the Notes, or result in a
default under our other debt agreements, including the Indenture. If any of these events occur, we cannot
assure you that our assets and cash flow would be sufficient to repay in full all of our indebtedness, or that
we would be able to find alternative financing. Even if we could obtain alternative financing, we cannot
assure you that it would be on terms that are favorable or acceptable to us.

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

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

. incur or guarantee additional indebtedness and issue disqualified or preferred stock;
. make investments or other specified restricted payments;
. issue or sell capital stock of Restricted Subsidiaries;
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. guarantee indebtedness of Restricted Subsidiaries;

. sell assets;

. create liens;

J enter into sale and leaseback transactions;

. engage in any business other than permitted business;

. enter into agreements that restrict the Restricted Subsidiaries’ ability to pay dividends, transfer assets

or make intercompany loans;
. enter into transactions with shareholders or affiliates; and
. effect a consolidation or merger.

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

The terms of the Notes permit us to make investments in Unrestricted Subsidiaries and minority
owned joint ventures.

In light of land prices, sizes of projects and other factors, we may from time to time consider developing
property developments jointly with other PRC property developers. As a result, we may need to make
investments in joint ventures (including joint ventures in which we may own less than a 50% equity interest)
and such joint ventures may or may not be Restricted Subsidiaries. Although the Indenture restricts us and
our Restricted Subsidiaries from making investments in Unrestricted Subsidiaries or minority joint ventures,
these restrictions are subject to important exceptions and qualifications, including, among others, that we
may, subject to certain conditions, make investments in any Unrestricted Subsidiaries and minority owned
joint ventures up to an aggregate amount equal to 20% of our total assets, without satisfying the Fixed
Charge Coverage Ratio requirement. See the definition of ‘“Permitted Investment” in “Description of the
Notes.”

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

Although application will be made to the SEHK for listing of the Notes by way of debt issues to
Professional Investors only as described in this offering memorandum, we cannot assure you that we will
obtain or be able to maintain a listing on the SEHK, or that, if listed, a liquid trading market will develop.
We have been advised that the Initial Purchasers intend to make a market in the Notes, but the Initial
Purchasers are not obligated to do so and may discontinue such market making activity at any time without
notice. In addition, the Notes are being offered pursuant to exemptions from registration under the U.S.
Securities Act and, as a result, you will only be able to resell your Notes in transactions that have been
registered under the U.S. Securities Act or in transactions not subject to or exempt from registration under
the U.S. Securities Act. See the section entitled “Transfer Restrictions.” No assurance can be given as to the
liquidity of, or the development and continuation of an active trading market for the Notes. If an active
trading market does not develop or is not continued, the market price and liquidity of the Notes could be
adversely affected.



Certain transactions that constitute ‘“connected transactions” under the Listing Rules will not be
subject to the ‘“Limitation on Transactions with shareholders and Affiliates” covenant.

Our shares are listed on the SEHK and we are required to comply with its Listing Rules, which provide,
among other things, that any transaction between a listed company or any of its subsidiaries, on the one
hand, and a “connected person” of such listed company, on the other hand, is a “connected transaction” that,
if the value of such transaction exceeds the applicable de minimis thresholds, will require the prior approval
of the independent shareholders of such listed company. The definition of “connected person” to a listed
company includes, among others, any 10% or more shareholder of (i) such listed company or (ii) any
subsidiary of such listed company. The concept of “connected person” also captures “associates,” which
include, among others, (a) any subsidiary of such “connected person,” (b) any holding company of such
“connected person” and any subsidiary of such holding company, and (c) any company in which such entity
or entities mentioned in (a) and (b) above taken together has/have the power to exercise control, directly or
indirectly, of 30% or more of the voting power of such company.

The “Limitation on Transactions with shareholders and Affiliates” covenant in the Notes only applies to
transactions between the Company or any Restricted Subsidiary, on the one hand, and (x) any holder (or any
Affiliate of such holder) of 10% or more of the shares of the Company or (y) any Affiliate of the Company,
on the other hand. As such, transactions between the Company or any Restricted Subsidiary, on the one
hand, and an Affiliate of any Restricted Subsidiary, on the other hand, will not be captured by such
covenant, even though they are subject to the independent shareholders’ requirement under the Listing
Rules. As a result, we are not required by the terms of the Notes to ensure that any such transactions are on
terms that are fair and reasonable, and we will not need to deliver officers’ certificates or procure the
delivery of fairness opinions of accounting, appraisal or investment banking firms to the trustee of the Notes
for any such transactions.

Our corporate ratings may be lowered or withdrawn in the future.

We have been assigned a long-term credit rating of B2 with a stable outlook by Moody’s Investors Service
and B with a stable outlook by Standard and Poor’s Rating Services. A rating is not a recommendation to
buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time. We cannot
assure you that a rating will remain for any given period of time or that a rating will not be lowered or
withdrawn entirely by the relevant rating agency in the future if in its judgment circumstances so warrant.
We have no obligation to inform holders of the Notes of any such revision, downgrade or withdrawal. A
suspension, reduction or withdrawal at any time of the rating assigned to us may adversely affect the market
price of the Notes.

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

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

There may be less publicly available information about companies listed in Hong Kong than is regularly
made available by public companies in certain other countries. In addition, the financial information in this
offering memorandum has been prepared in accordance with HKFRS, which differ in certain respects from
generally accepted accounting principles in other jurisdictions, or other GAAPs, which might be material to
the financial information contained in this offering memorandum. We have not prepared a reconciliation of
our consolidated financial statements and related footnotes between HKFRS and other GAAPs. In making an
investment decision, you must rely upon your own examination of us, the terms of the offering and our
financial information. You should consult your own professional advisers for an understanding of the
differences between HKFRS and other GAAPs and how those differences might affect the financial
information contained in this offering memorandum.

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

The Notes will initially only be issued in global certificate form and held through Euroclear and
Clearstream. Interests in the Notes represented by the global certificate will trade in book entry form only,
and notes in definitive registered form, or definitive registered notes, will be issued in exchange for book-
entry interests only in very limited circumstances. Owners of book entry interests will not be considered
owners or holders of the Notes. The nominee of the common depositary for Euroclear and Clearstream will
be the sole registered holder of the global certificate representing the Notes. Payments of principal, interest
and other amounts owing on or in respect of the global certificate representing the Notes will be made to the
paying and transfer agent, which will make payments to Euroclear and Clearstream. Thereafter, these
payments will be credited to accounts of participants that hold book-entry interests in the global certificate
representing the Notes and credited by such participants to indirect participants. After payment to the
nominee of the common depositary for Euroclear and Clearstream, we will have no responsibility or liability
for the payment of interest, principal or other amounts to the owners of book entry interests. Accordingly, if
you own a book-entry interest, you must rely on the procedures of Euroclear and Clearstream or, if you are
not a participant in Euroclear and Clearstream, on the procedures of the participant through which you own
your interest, to exercise any rights and obligations of holders of the Notes under the Indenture.

Unlike the holders of the Notes themselves, owners of book-entry interests will not have the direct right to
act upon our solicitations for consents, requests for waivers or other actions from Noteholders. Instead, if
you own a book-entry interest, you will be permitted to act only to the extent you have received appropriate
proxies to do so from Euroclear and Clearstream. The procedures implemented for the granting of such
proxies may not be sufficient to enable you to vote on a timely basis.

Similarly, upon the occurrence of an Event of Default under the Indenture, unless and until definitive
registered notes are issued in respect of all book-entry interests, if you own a book-entry interest, you will
be restricted to acting through Euroclear and Clearstream. The procedures to be implemented through
Euroclear and Clearstream may not be adequate to ensure the timely exercise of rights under the Notes.

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

We conduct substantially all of our business operations through our PRC subsidiaries, but none of our
current PRC subsidiaries will provide a Subsidiary Guarantee or JV Subsidiary Guarantee either upon
issuance of the Notes or at any time thereafter. Therefore, almost all of our revenue and income (as shown
in our consolidated financial information included elsewhere in this offering memorandum) are attributed to
our PRC operating subsidiaries and any contribution from direct operations of the Subsidiary Guarantors (or
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JV Subsidiary Guarantors) are immaterial. No future subsidiaries that are organized under the laws of the
PRC will provide a Subsidiary Guarantee or JV Subsidiary Guarantee at any time in the future. Moreover,
the Notes will not be guaranteed by certain of our offshore subsidiaries upon issuance. In addition, certain of
our future offshore subsidiaries will not be required to guarantee the Notes if the consolidated assets of all
our offshore subsidiaries that do not guarantee the Notes (other than Exempted Subsidiaries and Listed
Subsidiaries) do not exceed 15.0% of our total assets. As a result, the Notes will be effectively subordinated
to all the debt and other obligations, including contingent obligations and trade payables, of such Non-
Guarantor Subsidiaries. See “Description of the Notes — The Subsidiary Guarantees and the JV Subsidiary
Guarantees” for a list of the Non-Guarantor Subsidiaries.

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

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

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

given;

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

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

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

unreasonably small capital; or

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

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

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

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain jurisdictions, the

obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under the Subsidiary
Guarantees or JV Subsidiary Guarantees (as the case may be) will be limited to the maximum amount that



can be guaranteed by the applicable Subsidiary Guarantor or JV Subsidiary Guarantor without rendering the
guarantee, as it relates to such Subsidiary Guarantor or JV Subsidiary Guarantor, voidable under such
applicable insolvency or fraudulent transfer laws.

If a court voids a Subsidiary Guarantee or JV Subsidiary Guarantee (as the case may be), subordinates such
guarantee to other indebtedness of the Subsidiary Guarantor or JV Subsidiary Guarantor, or holds the
Subsidiary Guarantee or JV Subsidiary Guarantee (as the case may be) unenforceable for any other reason,
holders of the Notes would cease to have a claim against that Subsidiary Guarantor or JV Subsidiary
Guarantor based upon such guarantee, would be subject to the prior payment of all liabilities (including
trade payables) of such Subsidiary Guarantor or JV Subsidiary Guarantor (as the case may be), and would
solely be creditors of us and any Subsidiary Guarantors or JV Subsidiary Guarantors whose guarantees have
not been voided or held unenforceable. We cannot assure you that, in such an event, after providing for all
prior claims, there would be sufficient assets to satisfy the claims of the holders of the Notes.

The Trustee may request that the holders of the Notes provide an indemnity and/or security and/or
pre-funding to its satisfaction.

In certain circumstances, the Trustee may (at its sole and absolute discretion) request the holders of the
Notes to provide an indemnity and/or security and/or pre-funding to its satisfaction before it takes actions
and/or steps and/or institutes proceedings on behalf of holders of the Notes. The Trustee shall not be obliged
to take any such actions and/or steps and/or institute proceedings if not indemnified and/or secured and/or
pre-funded to its satisfaction. Negotiating and agreeing to any indemnity and/or security and/or pre-funding
can be a lengthy process and may impact on when such actions and/or steps can be taken and/or such
proceedings can be instituted. The Trustee may not be able to take actions and/or steps and/or institute
proceedings, notwithstanding the provision of an indemnity and/or security and/or pre-funding to it, in
breach of the terms of the Indenture (as subsequently supplemented and/or amended) governing the Notes
and in circumstances where there is uncertainty or dispute as to the applicable laws or regulations and, to the
extent permitted by the agreements and the applicable law, it will be for the holders of the Notes to take
such actions and/or steps and/or institute proceedings directly.
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USE OF PROCEEDS
The net proceeds from this offering, after deducting the underwriting discounts and commissions and other
expenses payable in connection with this offering, will be approximately US$294,546,000 million, which we

plan to use for general corporate purposes.

Pending application of the net proceeds of the offering, we intend to invest such net proceeds in “Temporary
Cash Investments” as defined in the “Description of the Notes.”



EXCHANGE RATE INFORMATION
CHINA

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and demand
of Renminbi against a basket of currencies in the market during the prior day. PBOC also takes into account
other factors, such as the general conditions existing in the international foreign exchange markets. From
1994 to July 20, 2005, the conversion of Renminbi into foreign currencies, including Hong Kong dollars and
U.S. dollars, was based on rates set daily by PBOC on the basis of the previous day’s inter-bank foreign
exchange market rates and then current exchange rates in the world financial markets. During this period,
the official exchange rate for the conversion of Renminbi to U.S. dollars remained generally stable.
Although the PRC government introduced policies in 1996 to reduce restrictions on the convertibility of
Renminbi into foreign currencies for current account items, conversion of Renminbi into foreign currencies
for capital items, such as foreign direct investment, loan principals and securities trading, still requires the
approval of SAFE and other relevant authorities. On July 21, 2005, the PRC government introduced a
managed floating exchange rate system to allow the value of the Renminbi to fluctuate within a regulated
band based on market supply and demand and by reference to a basket of currencies. On the same day, the
value of the Renminbi appreciated by approximately 2% against the U.S. dollar. The PRC government has
since made and in the future may make further adjustments to the exchange rate system.

On May 18, 2007, PBOC enlarged the floating band for the trading prices in the inter-bank foreign exchange
market of the Renminbi against the U.S. dollar from 0.3% to 0.5% around the central parity rate, effective
on May 21, 2007. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5% above or
below the central parity rate published by PBOC. The floating band was further widened to 1.0% on April
16, 2012 and 2.0% on March 17, 2014. The PBOC announces the closing price of a foreign currency traded
against the Renminbi in the inter-bank foreign exchange market after the closing of the market on each
working day, and makes it the central parity for trading against the Renminbi on the following working day.
Effective since August 11, 2015, market makers are required to quote their central parity rates for Renminbi
against U.S. dollar to the China Foreign Exchange Trade System daily before the market opens by reference
to the closing rate of the PRC inter-bank foreign exchange market on the previous trading day in conjunction
with the demand and supply conditions in the foreign exchange markets and exchange rate movements of
major currencies. PBOC has further authorized the China Foreign Exchange Trade System to announce its
central parity rate for Renminbi against the U.S. dollar through a weighted averaging of the quotes from the
market makers after removing the highest quote and the lowest quote. PBOC announces the closing price of
a foreign currency traded against the Renminbi in the inter-bank foreign exchange market after the closing
of the market on each working day, and makes it the central parity for trading against the Renminbi on the
following working day. The PRC government may adopt further reforms of its exchange rate system,
including but not limited to making the Renminbi freely convertible in the future.

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable transfer in

Renminbi as certified for customs purposes by the Federal Reserve Bank of New York for the periods
indicated:



Noon buying rate

Period Period end Average'" High Low
(RMB per US$1.00)
2016 . . ... 6.9430 6.6549 6.9580 6.9430
2017 .« oo 6.5063 6.7530 6.9575 6.4773
2018 . ... 6.8755 6.6292 6.9737 6.2649
2019 . ... 6.9618 6.9014 7.1786 6.6822
2020 ... 6.5250 6.8878 7.1348 6.5250
November . . . ... ...... 6.5760 6.6029 6.6899 6.5556
December . . . .. ... .. .. 6.5250 6.5393 6.5705 6.5208
2021
January . . ... ... 6.4282 6.4672 6.4822 6.4282
February . . ........... 6.4730 6.4601 6.4869 6.4344
March . . ............. 6.5518 6.5109 6.5716 6.4932
April . ... ... 6.4749 6.5186 6.5649 6.4710
May (through May 21,
2021) . ..o 6.4339 6.4449 6.4749 6.4156

Source: Federal Reserve H.10 Statistical Release

Note:

(1) Determined by averaging the rates on the last business day of each month during the relevant year, except for monthly
average rates, which are determined by averaging the daily rates during the respective months.

HONG KONG

The Hong Kong dollar is freely convertible into other currencies, including the U.S. dollar. Since October
17, 1983, the Hong Kong dollar has been linked to the U.S. dollar at the rate of HK$7.80 to US$1.00. The
Basic Law of the Hong Kong Special Administrative Region of the People’s Republic of China (the “Basic
Law”), which came into effect on July 1, 1997, provides that no foreign exchange control policies shall be
applied in Hong Kong.

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

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable transfer in

Hong Kong dollars as certified for customs purposes by the Federal Reserve Bank of New York for the
periods indicated:
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Noon buying rate

Period Period end Average'" High Low
(HK per US$1.00)
2016 . . . ... 7.7534 7.7618 7.8270 7.7505
2017 .« oo 7.8128 7.7950 7.8267 7.7540
2018 . ... 7.8305 7.8376 7.8499 7.8043
2019 . ... 7.7894 7.8335 7.8499 7.7850
2020 ... 7.7534 7.7562 7.7927 7.7500
November . . . ... ...... 7.7522 7.7526 7.7552 7.7505
December . . . .. ... .. .. 7.7534 7.7519 7.7539 7.7505
2021
January . . ... ... 7.7531 7.7533 7.7555 7.7517
February . ... ......... 7.7567 7.7529 7.7567 7.7515
March . . ............. 7.7746 7.7651 7.7746 7.7562
April . ... ... 7.7664 7.7691 7.7849 7.7596
May (through May 21, 2021) 7.7640 7.7664 7.7697 7.7631

Source: Federal Reserve H.10 Statistical Release

Note:

ey

Determined by averaging the rates on the last business day of each month during the relevant year, except for monthly

average rates, which are determined by averaging the daily rates during the respective months.



CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of December 31, 2020 on an actual
basis and on an adjusted basis after giving effect to the issuance of the Notes in this offering, before
deducting the underwriting discounts and commissions and other estimated expenses payable in connection
with this offering. The following table should be read in conjunction with the selected consolidated financial
information and related notes included in the offering memorandum.

As of December 31, 2020V

Actual As adjusted
RMB USD RMB USD
(in millions)
(unaudited) (unaudited)

Cash and cash equivalents

(excluding restricted cash)® . 3,462.8 530.7 54112 829.3
Short-term borrowings"”
Interest-bearing bank and other

borrowings . . ... ... ... .. 2,666.7 408.7 2,666.7 408.7
Notes to be issued . . ... ... .. - - 1,948.3 298.6
Sub-total . . . ... .......... 2,666.7 408.7 4,615.0 707.3
Long-term borrowings"”
Interest-bearing bank and other

borrowings . . ... ... ..... 7,647.5 1,172.0 7,647.5 1,172.0
Total equity . . . . ... ....... 7,922.0 1,214.1 7,922.0 1,214.1
Total capitalization® . . . . . . . 15,569.5 2,386.1 15,569.5 2,386.1

Notes:

(1) The translations from Renminbi amounts to U.S. dollars were made at the rate of RMB6.5250 to US$1.00, the noon
buying rate in New York City for cable transfers payable in Renminbi as certified for customs purposes by the Federal
Reserve Bank of New York on December 31, 2020.

2) Cash and cash equivalents exclude restricted cash of RMB2,197.0 million (US$336.7 million) and pledged deposits of
RMBO0.6 million (US0.09 million).

3) Subsequent to December 31, 2020, we have, in the ordinary course of business, entered into additional financing
arrangements to finance our property developments and for general corporate purposes. See “Description of Material
Indebtedness and Other Obligations.” Some of these additional borrowings are not reflected in the table above.

4) Total capitalization includes total long-term borrowings plus total equity.

Subsequent to December 31, 2020, we have, in the ordinary course of business, entered into additional
financing arrangements to finance our property developments and for general corporate purposes. After the
completion of this offering, we may incur additional debt, including Renminbi denominated borrowings or
other debt securities. Except as otherwise disclosed in this offering memorandum, there has been no material
adverse change in our capitalization since December 31, 2020.



SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our selected financial and other data. The selected financial data as of and for
each of the years ended December 31, 2018, 2019 and 2020 (except for EBITDA data and amounts
presented in U.S. dollars) have been derived from our audited consolidated financial statements for such
year and as of such dates, as audited by PricewaterhouseCoopers, the independent certified public
accountants, and included elsewhere in this offering memorandum. Our consolidated financial statements for
the years ended December 31, 2018, 2019 and 2020 have been prepared and presented in accordance with
HKFRS, which differ in certain respects from generally accepted accounting principles in other jurisdictions.
The selected consolidated financial data below should be read in conjunction with the section entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our
consolidated financial statements, and the notes thereto included elsewhere in this offering memorandum.

SELECTED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME AND OTHER
FINANCIAL DATA

Year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

Revenue . . . . ... ....... 5,495,610 8,108,026 10,588,379 1,622,740
Cost of sales . .......... (3,970,317) (5,922,653) (7,892,454) (1,209,571)
Gross profit . . . ... .... .. 1,525,293 2,185,373 2,695,925 413,169
Selling and marketing costs (263,814) (444,185) (482,694) (73,976)
Administrative expenses (354,099) (454,868) (522,226) (80,034)
Fair value gains on investment

properties . ........... 101,272 42,205 - -
Net (losses)/reversal of

impairment on financial and

contract assets . ........ (16,129) 2,858 7,918 1,213
Other income . .......... 33,276 39,152 42,257 6,476
Other expenses . ......... (28,313) (35,575) (11,763) (1,803)
Other gains—net™ . ... ... 122,715 86,971 51,543 7,899
Operating profit . .. ... .. 1,120,201 1,421,931 1,780,960 272,944
Finance income . ........ 19,504 25,539 28,799 4,414
Finance costs . .......... (38,811) (48,466) (48,374) (7,414)
Finance costs —net . ... ... (19,307) (22,927) (19,575) (3,000)
Share of results of joint

ventures and associates (17,292) 8,860 (45,730) (7,008)
Profit before income tax 1,083,602 1,407,864 1,715,655 262,936
Income tax expenses . ... .. (495,439) (780,451) (765,706) (117,350)
Profit and total

comprehensive income

for the year .......... 588,163 627,413 949,949 145,586
Profit attributable to:
Owners of the Company . . . 683,632 710,256 315,372 109,636
Non-controlling interests (95,469) (82,843) 234,577 35,950

588,163 627,413 949,949 145,586

Other financial data

(unaudited)
EBITDA® . ... ... ... .. 1,859,395 2,169,390 2,772,730 424,939
EBITDA margin @ .. ... .. 33.8% 26.8% 26.2% 26.2%



Notes:

)]

@)

3)

“

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

EBITDA margin is calculated by dividing EBITDA by revenue.

Other gains-net include fair value gains on investment properties in 2020.

The names of certain line items are different in the prospectus for 2018 and 2019 and in the annual report for 2020.
Names of line items in the 2020 annual report are used herein for consistency purpose.

SELECTED CONSOLIDATED BALANCE SHEETS

As of December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

NON-CURRENT ASSETS
Property, plant and equipment . . 718,661 745,701 741,255 113,602
Investment properties . ....... 1,413,010 1,550,540 1,566,730 240,112
Intangible assets . .......... 10,067 17,320 15,310 2,346
Right-of-use assets . ........ 34,747 33,941 169,640 25,998
Properties under development . . 14,140 14,140 14,140 2,167
Investments accounted for using

the equity method . . .. ... .. - - 4,768,998 730,881
Investments in joint ventures . . . 347,896 625,118 - -
Investments in associates . . . .. 137,469 881,880 - -
Financial assets at fair value

through profit or loss . ... .. 176,589 200,806 217,841 33,386
Deferred income tax assets . . . . 513,348 656,905 804,192 123,248
Total non-current assets . . ... .. 3,365,927 4,726,351 8,298,106 1,271,740
CURRENT ASSETS
Inventories . .............. 2,833 2,599 1,214 186
Properties under development . . 20,091,719 21,343,530 23,429,576 3,590,740
Completed properties held for sale 1,661,985 1,926,651 2,134,716 327,160
Contract assets and contract costs 373,598 278,334 438,332 67,177
Trade and other receivables . . .. 2,537,731 3,949,303 6,721,652 1,030,138
Prepaid income taxes ........ 407,775 717,022 571,369 87,566
Cash and bank deposits . . . . .. 2,714,659 4,095,171 5,660,333 867,484
Total current assets . . ........ 27,790,300 32,312,610 38,957,192 5,970,451
Total assets . ............. 31,156,227 37,038,961 47,255,298 7,242,191

— 61 —



CURRENT LIABILITIES

Trade and other payables . .. ..
Contract liabilities . .........
Bank and other borrowings . . . .
Lease liabilities . ...........
Current income tax liabilities

Total current liabilities . ......
NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Bank and other borrowings . . . .
Lease liabilities . ...........
Deferred income tax liabilities . .

Total non-current liabilities . . . .
NET ASSETS

EQUITY

Equity attributable to owners of
the Company

Share capital . ............

Share premium . ...........

Other reserves . . ..........

Retained earnings . .........

Non-controlling interests

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

As of December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

8,312,876 10,709,986 14,581,655 2,234,736
11,478,394 13,273,377 11,694,527 1,792,265
3,799,240 2,301,763 2,606,675 408,686
1,605 1,749 9,256 1,419
355,846 993,840 1,382,564 211,887
23,947,961 27,280,715 30,334,677 4,648,993
3,842,339 5,031,895 8,622,515 1,321,458
7,208,266 9,758,246 16,920,621 2,593,199
4,661,214 5,468,682 7,647,463 1,172,025
1,562 1,372 133,954 66,506
1,139,999 1,203,899 1,217,226 186,548
5,802,775 6,673,953 8,998,643 1,379,102
1,405,491 3,084,293 7,921,978 1,214,096
— 70 87,216 13,366
— 508,442 1,677,903 257,150
384,765 758,445 1,147,588 175,876
1,009,241 1,610,225 1,987,465 304,592
1,394,006 2,877,182 4,900,172 750,984
11,485 207,111 3,021,806 463,112
1,405,491 3,084,293 7,921,978 1,214,096
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the section entitled “Selected Consolidated
Financial and Other Data” and our consolidated financial statements, including the notes thereto, included
elsewhere in this offering memorandum. All significant intra-group transactions, balances and unrealized
gains on intra-group transactions have been eliminated. Our consolidated financial statements were
prepared in accordance with HKFRS, which differ in certain material respects from generally accepted
accounting principles in other jurisdictions.

OVERVIEW

We are a property developer in China focusing on the development of residential and commercial properties
in selected economic regions. We have expanded our business into mainly six economic regions in China,
including the Western Taiwan Strait Economic Region, Beibu Gulf Region and Neighboring Cities, Beijing-
Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze River Delta Region and
Chengdu-Chongqing Region. We hold leading market positions in certain local property markets. In 2020,
we were ranked 73rd among the Top 200 Real Estate Property Developers in China in terms of contracted
sales amount by the CRIC. In 2018, 2019 and 2020, we were one of the top three property developers in
urban areas of Zhangzhou and Nanning in terms of contracted sales amount by the CRIC.

We are primarily engaged in the development of residential properties that target customers with a demand
for their first homes or first or second home upgrades. We also develop commercial properties, including
office buildings, hotels, shopping centers and others, which we believe will help diversify our source of
income. We hold a portion of our commercial properties for long-term investment.

As of December 31, 2020, we had 123 property development projects developed by our subsidiaries, joint
ventures and associates at various stages of development. As of the same date, the total GFA of our land
bank was approximately 20.4 million sq.m., among which the total completed but undelivered GFA was
approximately 1.3 million sq.m., GFA held for property investment was approximately 0.2 million sq.m.,
and the total GFA under development was approximately 18.9 million sq.m.

We mainly attribute our success to our distinctive property designs, standardized property development
process, flexible land acquisition methods and prudent financial policies, all of which enable us to replicate
our success as we expand in the PRC market and increase our brand value. Our three residential property
series, namely, the Youth Series (KfESR R), Royalty Series (1% &) and Impression Series (E1 % R), are
targeted at the first-time home buyers, the first-time home upgraders and the second-time home upgraders,
respectively. Each series has its own positioning and can be tailored for local customers based on specific
needs. Depending on the customer preference and architectural history of the local market, we also select
and infuse different Chinese design elements into the design of our properties. We have received numerous
awards and recognitions for our property designs. Our Dynasty Zhenguan (KJE#Z#]) received the
recognition of “Best Condo Interior Design” from Property Guru in 2018.

Our revenue grew at a CAGR of approximately 38.8% from RMB5,495.6 million for 2018 to RMB10,588.4
million (US$1,622.7 million) for 2020. Our net profit grew at a CAGR of 27.0% from approximately from
RMB588.2 million for 2018 to RMB950.0 million (US$145.6 million) for 2020.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our business, results of operations and financial condition have been and will continue to be affected by a
number of factors, many of which are beyond our control.



Economic Growth and the State of Real Estate Market in the PRC

Economic growth, urbanization and rising disposable income in China have been the key drivers behind
increasing market demand for residential and commercial properties. Currently, the real estate industry is
significantly dependent on overall economic growth. In particular, the cities and regions where we operate
and intend to operate are especially important to our sales and profitability. As such, this factor will continue
to have a significant impact on our business and results of operations. In addition, our results of operations
are primarily subject to the performance of the PRC’s real estate market, in particular, the supply and
demand for residential and commercial properties and pricing trends of mid to high-end residential
properties in the cities and regions where we operate. Any general national or regional economic downturn
or downturn in the real estate market, particular in the cities and regions where we operate, could adversely
affect our business, results of operations and financial position. See “Risk Factors — Risks Relating to the
PRC — PRC economic, political and social conditions as well as government policies could affect our
business.” and “Risk Factors — Risks Relating to Our Business — We face risks related to natural disasters,
health epidemics, civil and social disruption and other outbreaks, which could significantly disrupt our
operations. In particular, we could be materially and adversely affected by the COVID-19 pandemic in
China.”

Regulatory Environment and Measures Affecting the Real Estate Industry in China

Our business has been, and will continue to be, affected by the regulatory environment in China, including,
specifically, policies and measures adopted by the PRC government on the property development and related
industries. In recent years, the PRC government has implemented a series of measures to contain the pace of
economic growth, particularly the perceived over-heating in the real estate market. From time to time, the
PRC government adjusts or introduces macroeconomic policies to encourage or restrict development in the
property sector through regulating, among others, land grants, pre-sales of properties, bank financing,
mortgage and taxation. Measures taken by the PRC government to control money supply, credit availability
and fixed assets also have a direct impact on our business. The PRC government may introduce initiatives,
which may affect our access to capital and the means through which we finance our property developments.
PRC regulatory measures in the real estate industry will continue to affect our business. See “Risk Factors
— Risks Relating to the Real Estate Industry” and “Regulation” for more details.

Revenue and Product Mix

We derive our revenue principally from the sale of properties that we developed. We also provide
construction services, and retain a small portion of our properties as investment properties to generate rental
income. In addition, we generate a limited portion of our revenue from hotel operations and other services,
which include the provision of management services, operation of a sports stadium and others. As a result,
our results of operations, including particularly our gross margins, and the sources and amount of cash from
operations, have varied and may continue to vary significantly from period to period depending on the mix
of our revenues from sale of properties, construction services, rental income, hotel services and others.

With respect to the revenue we generated from sale of properties, as we recognize revenue from the sale of
properties at the point in time when the control of property is transferred to the customer, our revenue
primarily depends on the volume of properties we sell, the average selling prices and the timing of delivery
of sold properties to purchasers. The volume of properties we sell and the timing of delivery of sold
properties depend on the progress on the construction of our properties and the market response we obtain
when we launch our property sales. Revenue from sales of properties fluctuate based on the delivery of our
properties and therefore may vary significantly from period to period. With respect to revenue from the
provision of construction services, we recognize revenue over time by reference to completion of the
specific construct service contract assessed on the basis of the actual costs incurred up to the end of the
reporting period as a percentage of total estimated costs for each contract. Our revenue may fluctuate
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because of the mix of our projects, the timing of completion of our projects and the timing of recognition of
revenue from pre-sales of units in our development properties. While we generally are involved in a number
of projects at any given time and those projects may be at varying stages of completion, some of our
projects are large and thus necessarily require substantial time to complete. Accordingly, even assuming a
constant level of market demand for our properties or our services, the number of properties that we have
available for sale or the number of service contracts can vary significantly from period to period.

Timing of Property Development, Pre-sale and Delivery

The number of property projects that a developer can undertake during any particular period is limited due
to substantial capital requirements for land acquisitions and construction costs as well as land supply. The
development of a property project may take several months to even years before the commencement of pre-
sale, depending on the size and difficulty of the project, and no revenue with respect to such project is
recognized until the property is delivered to the customers. Therefore, our ability to recognize revenue may
fluctuate due to factors such as the schedule of our property development, the market demand for our
properties and the timing of our property sales. Consequently, our cash flows and results of operations for
any given period only reflect decisions made by our customers some time ago and may not be entirely
indicative of our actual operating results during such period. In addition, cyclical property market of the
PRC affects the optimal timing for the acquisition of land, the planning of development and the sales of
properties. Such cyclicality, together with the time required and statutory time limits for completion of
projects and sales of properties, may cause our results of operations susceptible to significant fluctuations
from period to period. See “Risk Factors — Risks Relating to Our Business — The timing of our property
sales and progress of our property development projects may cause our results of operations to fluctuate
from period to period, making it difficult to predict our future financial performance.” In addition, delays in
construction, regulatory approval and other processes may also adversely affect the timetable of our projects.
Timing of pre-sale is subject to not only our internal schedules but also relevant PRC laws and regulations.
The relevant pre-sale requirements vary from city to city and pre-sale proceeds of a project are required to
be used to finance its development. As a result of the time differences between cost incurred, cash received
from pre-sales and revenue recognition, our results of operation have fluctuated in the past and are likely to
continue to fluctuate in the future.

Construction Costs

One of the key components of our cost of sales is construction costs. Construction costs are affected by the
price of certain key construction materials, such as steel and cement. Certain construction materials are
procured by our contractors. We typically designate the brands and quality requirements of these
construction materials in our construction contracts. In most of our construction contracts, the contract price
will be adjusted if the market price of such materials fluctuates beyond a certain threshold, and we, as a
result, will bear the risks or enjoy the benefits associated with such price increases or decreases outside this
range. We can pass the increases in construction material costs to our customers only to the extent that we
are able to increase the prices of our properties and therefore bear the risk of price fluctuations in
construction materials to the extent that we are unable to increase our prices to fully cover any increases in
costs.

Ability to Acquire Suitable Land at Reasonable Cost

Land acquisition costs, which consist of land premium, are one of the major components of our cost of sales
for property development. Our continuing growth and profitability depend, to a large extent, on our ability to
acquire suitable land at reasonable cost that can yield favorable returns which, in turn, depending on various
factors, including the methods of land acquisition, the location and timing of the land parcel, as well as the
competition we may face in a specific region or city. We acquired land for our property projects through the
listing-for-sale process organized by the relevant government authorities, auctions and public tenders, by



cooperating with third-party business partners through joint ventures and associates, or from third parties by
acquiring equity interests in companies that possess land use rights. As the PRC economy continues to grow
and demand for commodity properties remains relatively strong, we expect competition among property
developers to intensify.

In addition, land supply policies and implementation measures set by the PRC government are likely to
further intensify competition, and consequently, increase the land acquisition costs. In order to participate in
the public tender, auction and listing-for-sale processes, we are required to pay a deposit upfront, which
typically represents a significant portion of the actual cost of the relevant land and we are typically required
to settle the land premium within one year after signing the land grant contract in accordance with relevant
regulation, which have accelerated the timing of our payment for land acquisition costs and have had a
significant impact on our cash flows. It is generally expected that land premiums will continue to rise in the
PRC as the economy continues to grow and the real estate market remains one of the most invested markets
in the country, which may materially and adversely affect our business and operating results. Nevertheless,
we may from time to time acquire land parcels by cooperating with third-party business partners, or acquire
land parcels by acquiring equity interests in companies that possess land use rights. Such land acquisition
methods may enable us to leverage the competitiveness of our business partners and reduce the initial capital
injection.

Availability and Cost of Financing

Financing is an important source of funding for property development. We financed our operations primarily
through internally generated cash flow from the pre-sale of our properties, as well as external financings,
such as borrowings from banks and trust financing. The monetary regulations imposed by the PRC
government from time to time may affect our access to capital and cost of financing. We are also highly
susceptible to any regulations or measures adopted by the PBOC that restrict bank lending, especially those
that restrict the ability of real estate developers to obtain bank financing. As commercial banks in the PRC
link the interest rates on their loans to benchmark lending rates published by the PBOC, we expect that any
increase in the benchmark lending rates will increase our borrowing costs.

We may from time to time in the future obtain further funding by accessing both the international and
domestic capital markets to diversify our financing sources, secure sufficient working capital and to support
our business expansion. An increase in our finance costs will negatively affect our profitability and results of
operations and the availability of financing will affect our ability to engage in our project development
activities, which will adversely affect our results of operations.

LAT

All income from the sale or transfer of state-owned land use rights, buildings and their attached facilities in
the PRC is subject to LAT at progressive rates ranging from 30% to 60% of the appreciated value of the
property, which is calculated by deducting from the gross sales proceeds the cost associated with the
property development and certain other deductibles. We assessed the difference between the amount we
prepaid and our estimated LAT liability. In 2018, 2019 and 2020, we recorded LAT expenses in the amount
of RMB258.9 million, RMB550.3 million and RMB415.4 million (US$63.7 million), respectively. The
provision for LAT requires our management to use a significant amount of judgment and estimates and we
cannot assure you that the relevant tax authorities will agree to the basis on which we have calculated our
LAT liabilities for provision purposes, or that such provisions will be sufficient to cover all LAT obligations
that relevant tax authorities may ultimately impose on us. Under such circumstances, our results of
operations and cash flows may be materially and adversely affected.



CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Significant accounting policies

We have identified certain accounting policies that are significant to the preparation of our financial
statements. Our significant accounting policies include, among others:

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the sales of properties
and services in the ordinary course of our activities. Revenue is shown net of discounts and after eliminating
sales within our group companies.

Sales of properties

Revenues are recognized when or as the control of the asset is transferred to the customer. Depending on the
terms of the contract and the laws that apply to the contract, control of the asset may be transferred over
time or at a point in time. Control of the asset is transferred over time if our performance does not create an
asset with an alternative use to us and we have an enforceable right to payment for performance completed
to date. If control of the asset is transferred over time, revenue is recognized over the period of the contract
by reference to the progress towards complete satisfaction of that performance obligation. Otherwise,
revenue is recognized at a point in time when the customer obtains control of the asset.

In determining the transaction price, we adjust the promised amount of consideration for the effect of a
financing component if it is significant.

For property development and sales contract for which the control of the property is transferred at a point in
time, revenue is recognized when the customer obtains the physical possession or the legal title of the
completed property and we have present right to payment and the collection of the consideration is probable.

Construction services

For provision of construction services, our performance creates or enhances an asset or work in progress that
the customer controls as the asset is created or enhanced, thus we satisfy a performance obligation and
recognizes revenue over time, by reference to completion of the specific transaction assessed on the basis of
the actual costs incurred up to the end of the reporting period as a percentage of total estimated costs for
each contract.

Hotel services

Revenues from provision of hotel services are recognized in the accounting period in which the related
services are rendered.

Completed properties held for sale

Completed properties remaining unsold at the end of the reporting period are stated at the lower of cost and
net realizable value. Cost comprises development costs attributable to the unsold properties. Net realizable
value is determined by reference to the sale proceeds of properties sold in the ordinary course of business,
less applicable variable selling expenses, or by management estimates based on prevailing marketing
conditions.
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Properties under development

Properties under development are stated at the lower of cost and net realizable value. Net realizable value is
determined by reference to the sale proceeds of properties sold in the ordinary course of business, less
applicable variable selling expenses and the anticipated costs to completion, or by management estimates
based on prevailing marketing conditions.

Properties under development are classified as current assets when the construction of the relevant properties
commences unless the construction period of the relevant property development project is expected to
complete beyond normal operating cycle. The normal operating cycle is usually around three years.

Investment properties

Investment properties, principally comprising leasehold land and buildings, are held for rental yields or for
capital appreciation or both, and that are not occupied by us. Investment property is initially measured at
cost, including related transaction costs and where applicable borrowing costs. Subsequently, they are
carried at fair value. Changes in fair values are presented in profit or loss.

If an item of completed properties held for sale or properties under development becomes an investment
property because its use has changed, any resulting difference between the carrying amount and the fair
value of the item at the date of transfer will be recognized in profit or loss.

Trade and other receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the
ordinary course of business. If collection of trade and other receivables is expected in one year or less (or in
the normal operating cycle of the business if longer), they are classified as current assets. If not, they are
presented as non-current assets.

Trade and other receivables are recognized initially at fair value and subsequently measured at amortized
cost using the effective interest method, less allowance for impairment.

Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade and other payables are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.

Trade and other payables are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method.

Borrowings
Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortized cost. Any difference between the proceeds (net of transaction costs) and

the redemption value is recognized in the statement of comprehensive income over the period of the
borrowings using the effective interest method.



Fees paid on the establishment of loan facilities are recognized as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until
the draw-down occurs. To the extent there is no evidence that it is probable that some or all of the facility
will be drawn down, the fee is capitalized as a pre-payment for liquidity services and amortized over the
period of the facility to which it relates.

Borrowings are removed from the balance sheet when the obligation specified in the contract is discharged,
canceled or expired. The difference between the carrying amount of a financial liability that has been
extinguished or transferred to another party and the consideration paid, including any non-cash assets
transferred or liabilities assumed, is recognized in profit or loss as other income or finance costs.

Borrowings are classified as current liabilities unless we have an unconditional right to defer settlement of
the liability for at least 12 months after the end of the reporting period.

Current and deferred income tax

Current income tax

The current income tax is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where our subsidiaries and associates operate and generate taxable
income. We periodically evaluate positions taken in tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognized if they arise from the initial recognition of goodwill.
Deferred income tax is also not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the end of the reporting period and are expected to apply when the
related deferred income tax asset is realized or the deferred income tax liability is settled.

The deferred tax liability in relation to investment property that is measured at fair value is determined
assuming the property will be recovered entirely through sale.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be available to
utilize those temporary differences and losses.

Deferred tax liabilities and assets are not recognized for temporary differences between the carrying amount
and tax bases of investments in foreign operations where we are able to control the timing of the reversal of
the temporary differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority. Current tax
assets and tax liabilities are offset where the entity has a legally enforceable right to offset and intends either
to settle on a net basis, or to realize the asset and settle the liability simultaneously.



Current and deferred tax is recognized in profit or loss, except to the extent that it relates to items
recognized in other comprehensive income or directly in equity. In this case, the tax is also recognized in
other comprehensive income or directly in equity, respectively.

Adoption of HKFRS 9, HKFRS 15 and HKFRS 16

HKFRS 9 Financial instruments, HKFRS 15 Revenue from contracts with customers and HKFRS 16 Leases
are effective for annual periods beginning on or after January 1, 2018, January 1, 2018 and January 1, 2019,
respectively, and earlier application is permitted. Accordingly, we have applied HKFRS 9, HKFRS 15 and
HKFRS 16 consistently for the three years ended December 31, 2020.

Impact on Our Financial Position and Performance

HKFRS 9 “Financial instruments” replaces the provisions of HKAS 39 “Financial instruments: Recognition
and Measurement” that relates to the recognition, classification and measurement of financial assets and
financial liabilities, de-recognition of financial instruments, impairment of financial assets and hedge
accounting.

HKFRS 9 requires the recognition of impairment provision of financial assets measured at amortized cost
should be based on expected credit losses, while it was based on as incurred model under HKAS 39.

The adoption of HKFRS 9 also affected the classification of financial assets at fair value through profit or
loss in our consolidated balance sheets.

HKFRS 15 replaces the previous revenue standards HKAS 18 “Revenue” and HKAS 11 “Construction
Contracts” and the related interpretations. Under HKFRS 15, incremental costs incurred to obtain a contract
are eligible to be capitalized and recognized within contract costs and subsequently amortized when the
related revenue is recognized. However, they would not have been qualified for recognition as an asset and
should have been expensed off as incurred if HKAS 18 was applied. The adoption of HKFRS 15 also
requires separate presentation of contract assets and contract liabilities in the consolidated balance sheets.

DESCRIPTION OF PRINCIPAL COMPONENTS OF OUR CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

Revenue

Our revenue consists of revenue derived primarily from sales of properties and, to a less extent, from other
businesses, which mainly includes (i) the provision of construction services, (ii) rental income, (iii) the
provision of hotel services and (iv) others. The following table sets forth the components of our revenue by
business line for the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) % (RMB’000) % (RMB’000) (USD’000) %
(unaudited)
Sales of properties . ... ... .. 5,230,625 95.2 7,772,380 95.9 10,109,291 1,549,317 95.5
Provision of construction services 204,008 3.7 218,021 2.7 241,973 37,084 2.3
Rental income . .. ......... 35,271 0.6 40,622 0.5 56,408 8,645 0.5
Provision of hotel services . . . . - - 34,782 0.4 47,848 7,333 0.5
Others") - - 25,700 0.5 41,621 05 132,859 20,362 13
Total .................. 5,495,610 100.0 8,108,026 100.0 10,588,379 1,622,741 100.0
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Notes:

(1) Others mainly consist of the provision of management services to our joint ventures, associates and/or third-party
property developer, operation of a sports stadium and other services, which mainly represent a slight mark-up that we
charge for paying utility fees in advance to utility providers on behalf of our tenants and general contractors.

Revenue from sale of properties

Revenue from sales of properties has constituted, and is expected to continue to constitute, a majority of our
total revenue. Consistent with industry practice, we commence the pre-sale of property units in a project or
those in a phase of a project prior to the completion of that project or phase in accordance with the laws and
regulations governing pre-sale in the PRC. We generally enter into pre-sale agreements with our customers
in the development stage of our properties. Revenue from sale of our properties is recognized when the
customer obtain the physical possession or the legal title of the completed property upon satisfaction of the
requirement for delivery as stipulated in the sales or pre-sales agreements. Proceeds from customers of pre-
sold properties are recorded as contract liabilities in our consolidated financial statements.

Our operating results for any given period are dependent upon the GFA and the ASP of the properties we
delivered during such period and the market demand for those properties. Conditions in the property markets
in which we operate change from period to period and are affected significantly by general economic,
political and regulatory developments in the PRC as well as in the regions and/or cities in which we operate.
Our GFA delivered fluctuated from period to period depending on the size of the projects and the stage of
their development. The ASP of properties sold also fluctuated from period to period depending on the selling
prices for properties of different types as well as in regions and cities where we developed and sold property
projects. For further details of the effect these factors may have on our results of operations, see “— Key
Factors Affecting our Results of Operations” above.

Revenue from provision of construction services

Revenue from provision of construction services mainly represents our revenue from construction of
resettlement housing for various local governments. We recognize contract revenue based on our
construction progress pursuant to the relevant contracts. Revenue from provision of construction services
generally increased from 2018 to 2020, which was primarily attributable to the substantial completion of
several resettlement housing projects. In 2018, 2019 and 2020, we completed a portion of certain
resettlement housing projects, namely, Wuxiang Dynasty Youth (F.5 KfE#), Nanning Dynasty Tianyue
(P K FE K ) and Dynasty Shuxiang Yazhu (KfEeEHHFMESE) in Fuzhou.

Revenue from rental income

Revenue from rental income represents income from the leasing of some properties owned by us. Our rental
income increased from 2018 to 2020, primarily attributable to the leases of certain commercial spaces at our
Nanning Dynasty Tiancheng Phases I and 1T (Fd %K B KIk—HAFI — 1) in 2019 and 2020.

Revenue from hotel services

In May and April 2019, our Xiamen Dynasty Jinglan Jia Hotel (& "] K& 5#if/5) and Nanning Congyue

Hotel (F§%85 Wi )5) commenced operations, respectively. In 2019 and 2020, we recorded revenue from
Xiamen Dynasty Jinglan Jia Hotel and Nanning Congyue Hotel.



Revenue from others

We also derive a small portion of revenue from provision of management services to our joint ventures,
associates and a third-party property developer, revenue from operating a sports stadium in Xiamen and
utility fees from our tenants which we paid in advance to utility providers. We charge management fees to
our joint ventures, associates and/or third-party property developer for management services that we provide
on their respective property development projects according to the relevant agreements between the parties.
Revenue from others generally increased from 2018 to 2019, which was primarily due to the increased
revenue from our sports stadium operation and increased utility fees that were advanced by us on behalf of
tenants and general contractors as a result of expanded business scale. Revenue from others increased from
2019 to 2020, primarily attributable to an increase in the number of property development projects
developed by our joint ventures and associates in 2020.

Cost of sales
Our cost of sales consist of cost of sale for (i) sale of properties, (ii) provision of construction services, (iii)
rental income, (iv) hotel services and (v) others. The following table sets forth the components of our cost of

sales for the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) % (RMB’000) % (RMB’000)  (USD’000) %
(unaudited)

Cost of sales of properties . 3,752,486 94.5 5,641,213 95.2 7,571,599 1,160,398 95.9
Cost of provision of

construction services . . 193,808 49 207,690 35 229,874 35,230 29
Cost of rental income . . . . 349 0.0 362 0.0 564 86 0.0
Cost of hotel services . . .. — — 34,989 0.6 48,009 7,358 0.6
Cost of others . ........ 23,674 0.6 38,399 0.7 42,408 6,499 0.5
Total ............... 3,970,317 100.0 5,922,653 100.0 7,892,454 1,209,571 100.0

Cost of sale of properties

The following tables set forth a breakdown of our cost of sale of properties and certain other data in relation
to our cost of sale of properties for the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) % (RMB’000) % (RMB’000)  (USD’000) %
(unaudited)

Cost of sale of properties

Cost of land use rights . . . 1,922,124 51.2 3,032,568 53.8 4,111,379 630,096 543
Construction costs . . . . .. 1,555,767 41.5 2,203,588 39.1 2,990,782 458,357 39.5
Capitalized interest . ... .. 203,657 54 340,987 6.0 401,295 61,501 53
Tax and other levies . . . . 70,938 1.9 64,070 1.1 68,143 10,443 0.9
Total ............... 3,752,486 100.0 5,041,213 100.0 7,571,599 1,160,394 100.0




Gross profit and gross profit margin

The following table sets forth our gross profit and gross profit margin by property type:

For the year ended December 31,

2018 2019 2020

Gross Gross Gross

Gross profit Gross profit profit

profit margin profit margin Gross profit margin

(RMB’000) % (RMB’000) % (RMB’000)  (USD’000) %
(unaudited)
Sales of properties . . . . . . 1,478,139 283 2,131,167 274 2,537,692 38,892 25.1
Provision of construction

services .. .......... 10,200 5.0 10,931 5.0 12,099 1,854 5.0
Rental income . . ....... 34,928 99.0 40,260 99.1 55,844 8,558 99.0
Provision of hotel services - - (207 0.6) (161) (25) 0.3)
Others ............... 2,026 79 3,222 11 90,451 13,862 68.1
Total ............... 1,525,293 278 2,185,373 270 2,695,925 413,169 255

Our gross profit margin decreased slightly from 27.8% for 2018 to 27.0% for 2019, primarily due to the
decrease in the gross profit margin for sales of properties, which decreased from 28.3% for 2018 to 27.4%
for 2019, primarily as a result of a decrease in gross profit margin of the sales of commercial properties
delivered in 2019 as compared to that of 2018, primarily attributable to the delivery of certain high profit
margin commercial properties in 2018, such as Longgang Dynasty Youth (FEf# KEH) and Longgang
Dynasty Royalty (& KfE %), which generated a gross profit margin of approximately 64.6% and
70.5%, respectively, as a result of relatively low land acquisition costs for the these two property projects.

Our gross profit margin decreased from 27.0% in 2019 to 25.5% in 2020, primarily due to a decrease in the
gross profit margin for sales of properties, which was because we delivered certain properties such as
Zhangzhou Dynasty Impression (FEM K JHEEIS) in 2019, a large-scale project with relatively high profit
margin, and the fact that certain properties with larger GFA delivered in 2020 had relatively lower ASP per
sq.m. as the locations of these properties are less than prime, such as Luojiang Dynasty Royalty (7&{LKE
#%), or had relatively higher land acquisition cost associated with those properties, such as Mingmen
Impression (% "EN%) and Dynasty Zhenguan (K fEER#).

Selling and marketing costs

Our selling and marketing costs mainly consist of (i) marketing and advertising costs, (ii) employee benefit
expenses, (iii) sales commissions, (iv) property management expenses relating to the management of sales
offices and/or display rooms used in our pre-sale activities, (v) depreciation and amortization of properties
and facilities in relation to our sales and marketing activities, (vi) entertainment expenses and (vii) other
expenses. In 2018, 2019 and 2020, our selling and marketing costs amounted to RMB263.8 million,
RMB444.2 million and RMB482.7 million (US$74.0 million).

Administrative expenses

Our administrative expenses mainly consists of (i) employee benefit expenses, (ii) property management,
office and traveling expenses, (iii) depreciation and amortization in relation to our offices and office
equipments, (iv) professional services, (v) entertainment expenses, (vi) maintenance costs, (vii) listing
expenses, (viii) short-term lease payments, and (ix) others. In 2018, 2019 and 2020, our administrative
expenses amounted to RMB354.1 million, RMB454.9 million and RMB522.2 million (US$80.0 million).
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Fair value gain on investment properties

We develop and hold certain commercial areas in our properties on a long-term basis for rental, operating
income or capital appreciation. Our investment properties are recorded as non-current assets in our
consolidated balance sheets at fair value as of each balance sheet date as determined by independent
valuations. Fair value gain on investment properties represents the changes in the fair value of our
investment properties which are accounted for as gains or losses under our consolidated statements of profit
and loss. The valuation or property involves the exercise of professional judgment and requires the use of
certain bases and assumptions. The fair value of our investment properties may be higher or lower if a
different set of bases or assumption is used. In addition, upward revaluation adjustments reflect unrealized
capital gains on our investment properties as of the relevant balance sheet dates and do not generate any
cash inflow for our operations. The amounts of fair value adjustments have been, and may continue to
change based on property market conditions in China. We recorded value of investment properties of
RMBI1,413.0 million, RMB1,550.5 million and RMB1,566.7 million (US$240.1 million), respectively, as of
December 31, 2018, 2019 and 2020. We recorded fair value gains on our investment properties of
RMB101.3 million, RMB42.2 million and RMB47.6 million (US$7.3 million), respectively, in 2018, 2019
and 2020.

Net (losses)/reversal of impairment on financial and contract assets

Our net losses of impairment on financial and contract assets in 2018 was approximately RMB16.1 million,
which were primarily provisions arising from expected credit losses in respect of our receivables. Our net
reversal of impairment on financial and contract assets in 2019 and 2020 was approximately RMB2.9
million and RMB7.9 million, respectively, which was primarily due to the collection of other receivables.

Other income

Our other income mainly consists of (i) commission income from sales of construction materials, (ii)
government grants, and (iii) others, which primarily included penalty charges on our customers for their
incompliance with relevant terms under the sales contracts with us.

Commission income from sales of construction materials mainly represents the income derived from sales of
construction materials to independent third parties and our joint ventures and associates. The construction
materials were procured through our centralized procurement system. Government grants mainly represented
various subsidies obtained from local governments, and government grants were generally non-recurring in
nature. The following table sets forth the components of our other income for the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) % (RMB’000) % (RMB’000)  (USD’000) %
(unaudited)

Commission income from

sales of construction

materials ... ........ 17,079 51.3 27,444 70.1 27418 4,202 04.9
Government grants . . . . . . 10,293 30.9 767 2.0 4,196 643 9.9
Others - -+ 5,904 178 10,941 279 10,643 1,631 25.2
Total ............... 33,276 100.0 39,152 100.0 42,257 6,476 100.0
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Other expenses

Our other expenses mainly consists of (i) donations, which primarily include donations to a number of
elementary schools, (ii) administrative penalties and (iii) others, which primarily include compensation
payments made to purchasers of our properties in relation to their disputes with us.

Other net gains

Our other net gains represent the net amount of (i) gains on disposal of our equity interests in our
subsidiaries; (ii) gains on bargain purchase of our subsidiaries, such as Hunan Xingrong Investment Co.,
Ltd. (59 BLAE 4% & A BR 2N ) in 2018; (iii) net gains or losses of disposal of property, plant and equipment;
(iv) gains on disposal of investment properties, (v) fair value gains of financial assets at FVTPL and (vi)
others.

Finance income and costs

Our finance income mainly consists of interest income from bank deposits and interest income from loans to
an associate. Our finance costs mainly consists of interest expense on leasing liabilities, interest expenses of
bank and other borrowings and others. Our finance costs generally increased from 2018 to 2019 and
remained stable in 2020, which was primarily due to our growing financial needs arising from our business
expansion.

Share of results of associates and joint ventures

Our share of results of associates and joint ventures represent our share of profit and loss in our joint
ventures and associates, most of which were set up with our business partners for joint land acquisition and
collaborative property development. Our share of losses of associates and joint ventures in 2018 was
RMB17.3 million, which were primarily due to losses from certain of our associates and joint ventures in
which we had non-controlling interests. Our share of profit from our associates and joint ventures in 2019
was RMB8.9 million. We experienced an increase in share of profits from our associates and joint ventures
from 2018 to 2019 primarily due to the profits from our joint venture, Beihai Zhirui Asset Management Co.,
Ltd. (bR 5 & 22 45 PEA PR A 7). Our share of losses from our associates and joint ventures in 2020 was
RMB45.7 million (US$7.0 million), as we established certain joint ventures and associates in 2020, which
incurred losses as they commenced business operation in 2020.

Income tax expenses
Our income tax expense mainly comprises EIT and LAT expenses made by our PRC subsidiaries, net of

deferred tax. No provision for the Cayman Islands taxation and Hong Kong taxation has been made as the
majority of our income neither arises in, nor is derived from those jurisdictions. The provision for EIT for
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our PRC subsidiaries was mainly based on the prevailing rate of 25%. In 2018, 2019 and 2020, our effective
corporate income tax rate was 28.1%, 27.1% and 26.2%, respectively. The following table sets forth the
components of our income tax expenses for the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

Current income tax:

EIT ... ............. 293,642 320,465 489,152 74.965

LAT . ... 258,880 550,314 415,405 63,664
Deferred income tax:

EIT . ............... (57,083) (90,328) (138,851) (21,280)
Total income tax expenses for

the year 495,439 780,451 765,706 117,349

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS
Year Ended December 31, 2020 Compared to the Year Ended December 31, 2019
Revenue

Our revenue increased by 30.6% to RMB10,588.4 million (US$1,622.7 million) in 2020 from RMBS§,108.0
million in the same period in 2019, primarily attributable to an increase in revenue derived from for sales of
properties, and, to a lesser extent, increases in revenue in our other business lines.

. Revenue from sales of properties. Revenue from sales of properties increased by 30.0% to
RMB10,109.3 million (US$1,549.3 million) in 2020 from RMB7,772.4 million in 2019, primarily due
to an increase of approximately 60% of GFA delivered in 2020.

. Revenue from the provision of construction service. Revenue from the provision of construction
service increased by 10.7% to RMB242.0 million (US$37.1 million) in 2020 from RMB218.6 million
in 2019, primarily due to we completed a portion of a resettlement housing project, namely, Dynasty
Shuxiang Yazhu (K fE o E&HEZE) based on the construction progress, as we recognize revenue from
the provision of construction service based on our construction progress pursuant to the relevant
contracts.

. Revenue from rental income. Revenue from rental income increased by 38.9% to RMB56.4 million
(US$8.6 million) in 2020 from RMB40.6 million in 2019, primarily due to an increase in rental
income from leased commercial spaces at our Nanning Dynasty Tiancheng Phases I and II (Fd %K J#
RIF— WIF1 — ), which commenced business operations in September 2019.

. Revenue from hotel services. Revenue from hotel services increased by 37.4% to RMB47.8 million
(US$7.3 million) in 2020 from RMB34.8 million in 2019, primarily due to an increase in revenue
from Xiamen Dynasty Jinglan Jia Hotel (K J# 5% {#i% &) and Nanning Conyue Hotel (B8 % # i i),
both of which commenced operations in 2019 and the business grew relatively steadily in 2020.

. Revenue from others. Revenue from others increased significantly to RMB132.9 million (US$20.4
million) in 2020 from RMB41.6 million in 2019, primarily due to the increase in the number of
property development projects developed by our joint ventures and associates in 2020, to which we
had provided management services in accordance with the relevant agreements with such parties.
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Cost of sales

Our cost of sales increased by 33.3% to RMB7,892.5 million (US$1,209.6 million) in 2020 from
RMBS5,922.7 million in 2019, primarily due to an increase in cost of sales of properties. Our cost of sales of
properties increased by 34.0% to RMB7,571.6 million (US$1,160.4 million) in 2020 from RMB5,641.2
million in 2019, which was a result of our business expansion.

Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by 23.4% to RMB2,695.9 million (US$413.1 million)
in 2020 from RMB2,185.4 million in 2019. Our gross profit margin decreased slightly from 27.0% for 2019
to 25.5% for 2020, primarily due to a decrease in the gross profit margin for sales of properties.

Selling and marketing costs

Our selling and marketing costs increased by 8.7% to RMB482.7 million (US$74.0 million) in 2020 from
RMB444.2 million in 2019, primarily due to an increase in staff costs and commission in line with our
business expansion.

Administrative expenses

Our administrative expenses increased by 14.8% to RMB522.2 million (US$80.0 million) in 2020 from
RMB454.9 million in 2019, primarily due to an increase in employee benefit expenses as we had established
new project companies and opened new offices in 2020 and hired additional administrative staff as a result
of the continuous business expansion.

Net reversal of impairment on financial and contract assets

We recorded net reversal of impairment on financial and contract assets of RMB7.9 million (US$1.2
million) for 2020 and net impairment reversal on financial and contract assets of RMB2.9 million for 2019,
primarily due to the collection of our other receivables for which we made provisions for expected credit
losses.

Other expenses

Our other expenses decreased by 66.9% to RMB11.8 million (US$1.8 million) in 2020 from RMB35.6
million in 2019, primarily due to a decrease in donations in 2020 as compared to that of 2019.

Other net gains

Our other net gains decreased by 60.1% to RMB51.5 million (US$7.9 million) in 2020 from RMB129.2
million in 2019, primarily attributable to the income from disposal of subsidiaries..

Other income

Our other income increased by 7.9% to RMB42.3 million (US$6.5 million) in 2020 from RMB39.2 million
in 2019, primarily due to a slight increase in government grants.

Finance income

Our finance income increased by 12.9% to RMB28.8 million (US$4.4 million) in 2020 from RMB25.5
million in 2019, primarily due to an increase in interests from our bank deposits in 2020.



Finance costs

Our finance costs remained stable at RMB48.4 million (US$7.4 million) in 2020 and RMB48.5 million in
2019.

Share of results of joint ventures and associates

Our share of losses of joint ventures and associates was RMB45.7 million (US$7.0 million) in 2020 and our
share of profit of joint ventures and associates was RMBS8.9 million in 2019, primarily due to we established
certain joint ventures and associates in 2020, which incurred losses as they commenced business operation in
this period.

Profit before income tax

As a result of the foregoing, our profit before income tax increased by 21.9% to RMB1,715.7 million
(US$262.9 million) in 2020 from RMB1,407.9 million in 2019.

Income tax expenses

Our income tax expenses decreased by 1.9% to RMB765.7 million (US$117.3 million) in 2020 from
RMB780.5 million in 2019, primarily due to a decrease in land appreciation tax and a decrease in gross
profit margin of the projects delivered in 2020.

Profit and total comprehensive income for the year

As a result of the foregoing, our profit for the year increased by 51.4% to RMB950.0 million (US$145.6
million) in 2020 from RMB627.4 million in 2019.

Loss attributable to non-controlling interests

We recorded profit attributable to non-controlling interests of RMB234.6 million (US$36.0 million) in 2020
and loss attributable to non-controlling interests of RMB82.8 million in 2019, primarily due to an increase in
the number of projects delivered which were developed by joint ventures and associates.

Year Ended December 31, 2019 Compared to the Year Ended December 31, 2018
Revenue

Our revenue increased by 47.5% to RMBS§,108.0 million for the year ended December 31, 2019 from
RMB5,495.6 million in the same period in 2018, primarily attributable to an increase in revenue derived
from for sales of properties, and, to a lesser extent, increases in revenue in our other business lines.

. Revenue from sales of properties. Revenue from sales of properties increased by 48.6% to
RMB7,772.4 million in 2019 from RMBS5,230.6 million in 2018, primarily due to the increases in
both the total GFA delivered and ASP per sq.m. as a result of the delivery of Zhangzhou Dynasty
Impression (7 KJEEIL) and Mingmen Impression (% "1EN%) in Zhangzhou and Bisong Garden
(KLFAFERE) in Tianjin in 2019.
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. Revenue from the provision of construction service. Revenue from the provision of construction
service increased by 7.2% to RMB218.6 million in 2019 from RMB204.0 million in 2018, primarily
due to an increase in the total GFA completed for a portion of a resettlement housing project, namely,
Dynasty Shuxiang Yazhu (KfE « FHEFMSE), as we recognize revenue from the provision of
construction service based on our construction progress pursuant to the relevant contracts.

. Revenue from rental income. Revenue from rental income increased by 15.1% to RMB40.6 million in
2019 from RMB35.3 million in 2018, primarily due to the increase from leased commercial spaces at
our Nanning Dynasty Tiancheng Phases I and IT (B8 %K KR — A1 — ) in 2019.

. Revenue from hotel services. Revenue from hotel services increased to RMB34.8 million in 2019
from nil in 2018, primarily due to the commencement of operations of our Xiamen Dynasty Jinglan
Jia Hotel (JCFE5ME)5) and Nanning Conyue Hotel (F§#E# L )E) in 2019.

. Revenue from others. Revenue from others increased by 61.9% to RMB41.6 million in 2019 from
RMB25.7 million in 2018, primarily due to the increase of increased utility fees that were advanced
by us on behalf of tenants and general contractors as a result of expanded business scale.

Cost of sales

Our cost of sales increased by 49.2% to RMB5,922.7 million in 2019 from RMB3,970.3 million in 2018,
primarily due to the increase in our cost of sales of properties. Our cost of sales of properties increased by
50.3% to RMB5,641.2 million in 2019 from RMB3,752.5 million in 2018, which was a result of the increase
in our total GFA delivered and an increase in average land acquisition cost.

Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by 43.3% to RMB2,185.4 million in 2019 from
RMB1,525.3 million in 2018. Our gross profit margin decreased slightly from 27.8% for 2018 to 27.0% for
2019, primarily due to the decrease in the gross profit margin for sales of properties, primarily attributable to
the delivery of certain high profit margin commercial properties in 2018, such as Longgang Dynasty Youth
(BER K FEHR) and Longgang Dynasty Royalty (HEf# K1 5), which had relatively low land acquisition
Ccosts.

Selling and marketing costs

Our selling and marketing costs increased by 68.4% to RMB444.2 million in 2019 from RMB263.8 million
in 2018, primarily due to an increase in our employee benefit expenses mainly due to (i) increased number
of employees, which was in line with our business expansion, (ii) an increase in sales commission rates for
external real estate agents, as a result of our increased efforts to promote sales of properties; and (iii) an
increase in advertising expenses, which was in line with our increased promotional activities in 2019.

Administrative expenses

Our administrative expenses increased by 28.5% to RMB454.9 million in 2019 from RMB354.1 million in
2018, primarily due to an increase in employee benefit expenses and property management, office and
traveling expenses, which was due to the fact that we had established new project companies and opened
new offices in 2019 and hired additional administrative staff as a result of our continuous business
expansion.
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Fair value gains on investment properties

Our fair value gains on investment properties decreased by 58.3% to RMB42.2 million in 2019 from
RMBI101.3 million in 2018, primarily as a result of (i) the reduction of investment properties due to the
disposal of Guangxi Fuxin Investment Co., Ltd. (& Fifaf5 % & A BR/A ) in the second half of 2018, (ii)
more capital expenditure incurred on the investment properties that were under development in 2018 and
(iii) more investment properties being added to our portfolio in 2018 than that in 2019.

Net (losses)/reversal of impairment on financial and contract assets

We recorded net losses of impairment on financial and contract assets of RMB16.1 million for 2018 and net
reversal of impairment on financial and contract assets of RMB2.9 million for 2019, primarily due to a
decrease in the balance of our contract assets.

Other expenses

Our other expenses increased by 25.8% to RMB35.6 million in 2019 from RMB28.3 million in 2018,
primarily due to increase in donations made in 2019.

Other net gains

Our other net gains decreased by 29.1% to RMB87.0 million in 2019 from RMB122.7 million in 2018,
primarily due to the gains on disposals of equity interests in our subsidiaries and associates in 2018,
including Nanchang Tangmen Real Estate Co., Ltd. (Fd& " EHEAR/AE) and Guangxi Fuxin
Investment Co., Ltd. (& PiE{5 R &EH RA ).

Other income

Our other income increased by 17.7% to RMB39.2 million in 2019 from RMB33.3 million in 2018,
primarily due to (i) commission income from trading of construction materials due to a larger volume of
construction materials sales in 2019 and (ii) an increase in the amount of penalties paid by our customers
who defaulted on their pre-sales contracts.

Finance income

Our finance income increased by 30.8% to RMB25.5 million in 2019 from RMB19.5 million in 2018,
primarily due to the increase in interest income derived from bank deposits as a result of our increased bank
deposits.

Finance costs

Our finance costs increased by 25.0% to RMB48.5 million in 2019 from RMB38.8 million in 2018,
primarily due to an increase in bank service charges and related expenses as a result of our increased bank
and other borrowings in 2019.

Share of results of associates and joint ventures

Our share of losses of associates and joint ventures was RMB17.3 million in 2018 and our share of profit of

associates and joint ventures was RMBS8.9 million in 2019, primarily due to the profit from our joint
venture, Beihai Zhirui Asset Management Co., Ltd (L% B & & & BEA FR/A #)), in 2019.



Profit before income tax

As a result of the foregoing, our profit before income tax increased by 29.9% to RMB1,407.9 million in
2019 from RMB1,083.6 million in 2018.

Income tax expenses

Our income tax expenses increased by 57.5% to RMB780.5 million in 2019 from RMB495.4 million in
2018, primarily due to the increase in taxable income and an increase in LAT as a result of the increase in
revenue derived from the sales of properties in 2019.

Profit and total comprehensive income for the year

As a result of the foregoing, our profit for the year increased by 6.7% to RMB627.4 million in 2019 from
RMB588.2 million in 2018.

Loss attributable to non-controlling interests

Our losses attributable to non-controlling interests decreased by 13.2% to RMB82.8 million in 2019 from
RMB95.5 million in 2018, primarily due to the decrease of losses attributable to non- controlling interests
from certain of our subsidiaries in 2019, such as Zhangzhou Tangxing Real Estate Co., Ltd. (7| 5 B 5 ih
7E A PR/ 7]) and Quanzhou Tangcheng Real Estate Co., Ltd. (S M JE IR HizE A FR 2 7]) whose property
projects incurred less costs as they approached completion.

LIQUIDITY AND CAPITAL RESOURCES

Our principal use of cash has been for the development of our property projects. Our main source of
liquidity has been generated mainly from proceeds from the pre-sale of our properties, bank loans and trust
financing.

Cash flow

The following table sets forth a summary of our cash flows as of the dates indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)
Net cash generated/(used in)
from operating activities . . 2,052,844 3,320,097 (2,498,574) (382,923)
Net cash used in investing
activities . . . . ... ... ... (761,641) (1,939,494) (1,009,572) (154,724)
Net cash flows (used in)/
generated from financing
activities . . . . ... ... ... (893,767) (1,032,523) 4,756,349 728,942
Net increase in cash and cash
equivalents . . . . ... .. .. 397,436 348,080 1,248,203 191,295
Cash and cash equivalents
at beginning of year . . . . . 1,468,603 1,866,042 2,214,161 339,335
Effect of foreign exchange
rate, net . ... ... ...... 3 39 425 65
Cash and cash equivalents
atend of year . . . . . .. .. 1,866,042 2,214,161 3,462,789 530,695
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Net cash generated from/(used in) operating activities

Our net cash used in operating activities principally comprises payments made in relation to our property
development activities, including construction costs and land acquisitions. Our cash generated from
operating activities is principally proceeds from pre-sale of our properties.

In 2020, our net cash flows used in operating activities were RMB2,498.6 million (US$382.9 million),
which was the result of (i) cash used in operating activities of RMB1,241.9 million (US$190.3 million); (ii)
interest paid of RMB886.5 million (US$135.9 million) and (iii) income tax paid of RMB370.2 million
(US$56.7 million). We had operating cash flows, before movements in working capital, of RMB1,853.5
million (US$284.1 million). The decrease of RMB3,095.4 million (US$474.4 million) in the working capital
was primarily attributable to a decrease of contract liabilities of (i) RMB1,578.9 million (US$242.0 million);
(i) an increase in trade and other receivables of RMB1,358.8 million (US$208.2 million) and (iii)
prepayments for acquisitions of land use right of RMB956.2 million (US$146.5 million), partially offset by
an increase in trade and other payables of RMB1,797.3 million (US$275.5 million).

In 2019, our net cash flows generated from operating activities were RMB3,320.1 million, which was the
result of (i) cash generated from operating activities of RMB4,591.3 million; (ii) interest paid of RMB729.2
million and (iii) income tax paid of RMB542.0 million. We had operating cash flows, before movements in
working capital, of RMB1,534.5 million. The increase of RMB3,056.8 million in the working capital was
primarily attributable to an increase in trade and other payables of RMB3,956.3 million as a result of the
increase of amounts due to related parties and non-controlling interests, partially offset by (i) an increase in
properties under development and completed properties held for sale of RMB966.4 million; (ii) an increase
in restricted cash of RMB930.4 million and (iii) an increase in trade and other receivables of RMB&93.0
million.

In 2018, our net cash flows generated from operating activities were RMB2,052.8 million, which was the
result of (i) cash generated from operations of RMB3,378.2 million; (ii) interest paid of RMB879.1 million
and (iii) income tax paid of RMB446.2 million. We had operating cash flows, before movements in working
capital, of RMB1,169.4 million. The increase of RMB2,208.8 million in the working capital was primarily
attributable to an increase in contract liabilities of RMB3,553.0 million mainly due to the increase of
advanced payments we received from our customers in pre-sales, partially offset by an increase in properties
under development and completed properties held for sale of RMB831.8 million and an increase in trade and
other receivables of RMB717.0 million.

Net cash generated from/(used in) investing activities

Our cash used in investing activities principally comprises of cash outflows in connection with our
investment properties, investments in associate and joint ventures and purchase of property, plant and
equipment as well as intangible assets.

In 2020, our net cash flows used in investing activities were RMB1,009.6 million (US$154.7 million), which
was primarily attributable to repayments from related parties of RMBS5,649.0 million (US$865.7 million),
partially offset by investments in associates of RMB1,585.5 million (US$243.0 million) and investments in
joint ventures of RMB1,380.4 million (US$211.6 million).

In 2019, our net cash flows used in investing activities were RMB1,939.5 million, which was primarily
attributable to (i) advances to related parties and third parties of RMB3,429.1 million and (ii) investment in
associates of RMB806.0 million, partially offset by loans repaid from related parties and third parties of
RMB2,795.6 million.
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In 2018, our net cash flows used in investing activities were RMB761.6 million, which was primarily
attributable to advances to related parties and third parties of RMB1,955.4 million, partially offset by
repayment from related parties and third parties of RMB1,997.7 million.

Net cash generated from financing activities

Our cash used in financing activities principally comprises repayments of borrowings and repayments to
related parties. Our cash generated from financing activities principally comprises proceeds from borrowings
and proceeds from amounts due to related parties.

In 2020, our net cash flows generated from financing activities were RMB4,756.3 million (US$728.9
million), which was primarily attributable to (i) proceeds from bank and other borrowings of RMB4,210.9
million (US$645.3 million); (ii) proceeds from amounts due to related parties of RMB1,416.0 million
(US$217.0 million) and (iii) issue of shares of RMB1,299.6 million (US$199.2 million), partially offset by
repayments to related parties of RMB1,505.7 million (US$230.8 million) and repayments of bank and other
borrowings of RMB1,667.2 million (US$255.5 million).

In 2019, our net cash flows used in financing activities were RMB1,032.5 million, which was primarily
attributable to (i) repayment of borrowings of RMB7,451.6 million and (ii) repayments to related parties of
RMB7,662.7 million, partially offset by (i) proceeds from borrowings of RMB6,761.6 million and (ii)
proceeds from loans due to related parties of RMB6,375.5 million.

In 2018, our net cash flows used in financing activities were RMB893.8 million, which was primarily
attributable to (i) repayment of borrowings of RMB8,619.1 million and (ii) repayments to related parties of
RMB7,322.2 million, partially offset by (i) proceeds from borrowings of RMBS§,066.1 million and (ii)
proceeds from loans due to related parties of RMB6,828.0 million.

COMMITMENTS AND CONTINGENT LIABILITIES
Commitments for Capital Expenditures

Our capital commitments mainly related to properties, plant and equipment and investment properties. As of
December 31, 2018, 2019 and 2020, we had commitments for capital expenditures in the amount of
RMB174.1 million, RMB95.1 million and RMB39.9 million (US$6.1 million), respectively.

Contingent Liabilities

In line with market practice in the PRC, we have arrangements with various banks for the provision of
mortgage financing and where required, provide our customers with guarantees as security for mortgage
loans. The terms of such guarantees typically last until the issuance of the real estate ownership certificate
upon the completion of guarantee registration or satisfaction of mortgage loan by the purchaser. As a
guarantor, if the purchaser defaults in payment, we are obligated to repay all outstanding amounts owed by
the purchaser to the mortgagee bank under the loan and have the right to claim such amount from the
defaulting purchaser. We did not incur any material losses in 2018, 2019 and 2020 in respect of the
guarantees provided for mortgage facilities granted to purchasers of our completed properties held for sale.



The following table set forth our total guarantees as of the dates indicated:

As of December 31,
2018 2019 2020

(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

Guarantees in respect of

mortgage facilities for

certain purchasers . . . . . .. 2,018,296 10,451,822 12,080,907 1,851,480
Guarantees provided for

the borrowings of joint

ventures . . .. o.o. ... ... 660,000 253,000 941,000 144,215
Guarantees provided for

the borrowings of

associates . . . . ... ..... 1,166,740 3,156,640 4,467,341 684,650
Guarantees provided for

the borrowings of other

related parties . . . . .. ... — 225,000 — —
Total . ... ............. 3,845,036 14,086,462 17,489,248 2,680,345
INDEBTEDNESS

As of December 31, 2020, we had a credit facility of approximately RMB16.6 billion. The following table
sets forth the outstanding amounts of our current and non-current borrowings as of the dates indicated:

As of December 31,

2018 2019 2020
(RMB’000) % (RMB’000) % (RMB’000) (USD’000) %
(unaudited)

Non-current:
Bank borrowings . . ........ 2,575,500 30.4 4,381,845 56.4 0,439,838 986,948 024
Other borrowings . . . ....... 5445214 04.4 2,417,550 311 3,459,300 530,161 33.5
Less. current portion of

non-current borrowings . . . . (3,359,500) (39.7) (1,330,713) (17.1) (2,251,675) (345,084) (21.8)
Current:
Bank borrowings . .. ....... 119,700 14 19,000 0.2 100,000 15,326 1.0
Other borrowings . . ........ 320,040 3.8 952,050 123 315,000 48,276 3.1
Current portion of

non-current borrowings . . . . 3,359,500 39.7 1,330,713 17.1 2,251,675 345,084 21.8
Total borrowings . . ... ... .. 8,460,454 100.0 7,770,445 100.0 10,314,138 1,580,711 100.0

THE COVID-19 OUTBREAK

Since late 2019, a novel strain of coronavirus, or COVID-19, was reported to have spread throughout China
and globally. The Chinese central government and local governments have introduced various temporary
measures to contain the COVID-19 pandemic, such as quarantine measures and travel restrictions, which
could impact national and local economy to different degrees. The construction and sales activities of all of
our property projects were suspended from February 9, 2020 to March 10, 2020. In order to minimize the
impact on our sales activities to the extent possible, during the temporary closure of our sales offices, we
launched online marketing and sales campaign for our property projects, which allowed potential
homebuyers to, among others, view our property projects available for pre-sales virtually, gain relevant sales
information and communicate with the sales staff regarding the properties via an online platform or
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telephone at all hours, and complete relevant forms and/or contracts for property purchase to the extent
possible. No material adverse effect on our operations and financial performance has been resulted from the
COVID-19 outbreak.

In response to the COVID-19 outbreak, we have implemented contingency plans and adopted enhanced
hygiene and precautionary measures in our daily operations. Specifically, (i) we strictly implement local
governments’ requirements on orderly resumption of construction and sales activities; (ii) we require all of
our employees to comply with local governments’ quarantine requirements; (iii) we purchase protective
materials, such as masks, ethanol hand wash and disinfectants, for our employees and conduct daily
temperature check; (iv) after sales and construction activities were resumed, we regularly sanitize our sales
offices, construction sites and other common areas; (v) we require all onsite personnel and visitors to wear
masks and maintain necessary distancing; and (vi) we pay attention to the collection of receivables and
payment of payables as well as actively explore external financing opportunities to ensure sufficient and
healthy cash flow.

QUALITATIVE AND QUANTITATIVE DISCLOSURE ABOUT MARKET RISKS

The main risks arising from our financial instruments are interest rate risk, credit risk and liquidity risk. Our
exposure to these risks and the financial risk management policies and practices used by us to manage these
risks are described below.

Interest Rate Risk

Our exposure interest rate risk arises from interest-bearing bank deposits and bank and other borrowings.
Bank deposits, bank and other borrowings issued at variable rates expose us to cash flow interest-rate risk.
Bank and other borrowing issued at fixed rates expose us to fair value interest rate risk. For borrowings
obtained at variable rates, we are exposed to cash flow interest rate risk which is partially offset by cash
held at variable rates. We closely monitor trend of interest rate and its impact on our interest rate risk
exposure.

Credit Risk

We are exposed to credit risk in relation to our trade and other receivables and cash deposits with banks.
The carrying amounts of trade and other receivables, restricted cash, cash and cash equivalents represent our
maximum exposure to credit risk in relation to financial assets. To manage this risk, deposits are mainly
placed with licensed banks which are all high-credit-quality financial institutions.

For trade and other receivables, we have established monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, we review the recoverability of these receivables at the end of
each reporting period to ensure that adequate impairment losses are made for irrecoverable amounts. In this
regard, our directors consider that our credit risk is significantly reduced.

Liquidity Risk

We aim to maintain sufficient cash through internally generated sales proceeds and an adequate amount of
committed credit facilities to meet our operation needs and commitments in respect of property projects. Our
objective is to maintain a balance between continually of funding and flexibility through the use of interest-
bearing bank and other borrowings. Our capital management department and financial management
department are primarily responsible for the management of our liquidity risks, and we have established a
series of internal control measures to manage our liquidity risk and compliance with capital requirements
under the PRC law. We review our liquidity position on an ongoing basis, including review of the expected
cash inflows and outflows, pre-sales/sales results, maturity of our borrowings and the progress of the



planned property development projects in order to monitor our liquidity requirements in the short and long
terms. We also prepare reports on a monthly basis which identify and address the potential issues and
potential solutions in short-term cash flow, which are reviewed by the chief officers of the capital
management department and financial management department who then make recommendations to our
management team about available actions to take to address the issues. We have established an appropriate
liquidity risk management measures for our liquidity management requirements to ensure that we maintain
sufficient reserves of, and adequate committed lines of funding from, financial institutions to meet our
liquidity requirements in the short and long term.

NON-GAAP FINANCIAL MEASURES

We use EBITDA to provide additional information about our operating performance. EBITDA refers to our
earnings before the following items:

. fair value change of investment properties;

. recognition of change in fair value of completed properties for sales upon transfer to investment
properties;

. impairment loss recognized in respect of goodwill;

. interest income/expense (including those interest expense previously capitalized as assets and

currently released to cost of sales and services in the consolidated statement of profit or loss and
other comprehensive income);

. amortization of costs for obtaining contracts and intangible assets;
. non-operating income/expense;

. income tax expense; and

. depreciation.

EBITDA is not a standard measure under HKFRS. As the property development business is capital
intensive, capital expenditure requirements and levels of debt and interest expenses may have a significant
impact on the profit for the year of companies with similar operating results. Therefore, we believe the
investor community commonly uses this type of financial measure to assess the operating performance of
companies in our market sector.

As a measure of our operating performance, we believe that the most directly comparable HKFRS measure
to EBITDA is profit for the year. We operate in a capital intensive industry. We use EBITDA in addition to
profit for the year because profit for the year includes many accounting items associated with capital
expenditures, such as depreciation, as well as non-operating items, such as amortization of intangible assets
and interest income and interest expense. These accounting items may vary between companies depending
on the method of accounting adopted by a company. By minimizing differences in capital expenditures and
the associated depreciation expenses as well as reported tax positions, intangible assets amortization and
interest income and expense, EBITDA provides further information about our operating performance and an
additional measure for comparing our operating performance with other companies’ results. Funds depicted
by this measure may not be available for debt service due to covenant restrictions, capital expenditure
requirements and other commitments.



The following table reconciles our profit for the year/period under HKFRS to our definition of EBITDA for
the periods indicated:

For the year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)
Gross profit . . . ... ... ... 1,525,293 2,185,373 2,695,925 413,169
Less:
Selling and marketing costs . . (263,814) (444,185) (482,694) (73,976)
Administrative expense . . . . . (354,099) (454,868) (522,226) (80,034)
Add:
Capitalized interest . . . . .. .. 828,578 691,115 842,987 129,193
Depreciation of property,
plant and equipment . . . . . 61,875 82,842 82,550 12,651
Depreciation of right-of-use
assets ... ... ... 2,453 2,418 13,911 2,132
Amortization of costs for
obtaining contracts ... ... 56,444 102,014 135,744 20,804
Amortization of intangible
assets . ... ... 2,665 4,681 6,533 1,001
EBITDA (unaudited) . . . . .. 1,859,395 2,169,390 2,772,730 424,939
EBITDA margin (unaudited) 33.8% 26.8% 26.2% 26.2%

You should not consider our definition of EBITDA in isolation or construe is as an alternative to operating
profit or as an indicator of operating performance or any other standard measure under HKFRS. Our
definition of EBITDA does not account for taxes and other non-operating cash expenses. Our EBITDA
measure may not be comparable to similarly titled measures used by other companies. You should also note
that EBITDA as presented herein may be calculated differently from Consolidated EBITDA as defined and
used in the Indenture governing the Notes. See “Description of the Notes—Definitions” for a description of
the manner in which Consolidated EBITDA is defined for purposes of the Indenture governing the Notes.
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CORPORATE STRUCTURE

The following chart shows our simplified corporate structure as of the date of this offering memorandum
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|:| Subsidiary guarantors

Our controlling shareholders include Good First Holding Limited, Wong Hei, Dynasty International Co. Ltd., Dynasty

International Holding Co., Ltd. and Good First International Holding Limited. For their shareholding interests, see
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BUSINESS
OVERVIEW

We are a property developer in China focusing on the development of residential and commercial properties
in selected economic regions. We have expanded our business into mainly six economic regions in China,
including the Western Taiwan Strait Economic Region, Beibu Gulf Region and Neighboring Cities, Beijing-
Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze River Delta Region and
Chengdu-Chongqging Region. We also hold leading market positions in certain local property markets. In
2020, we were ranked 73rd among the Top 200 Real Estate Property Developers in China in terms of
contracted sales amount by the CRIC. In 2018, 2019 and 2020, we were one of the top three property
developers in urban areas of Zhangzhou and Nanning in terms of contracted sales amount by the CRIC.

We are primarily engaged in the development of residential properties that target customers with a demand
for their first homes or first or second home upgrades. We also develop commercial properties, including
office buildings, hotels, shopping centers and others, which we believe will help diversify our source of
income. We hold a portion of our commercial properties for long-term investment.

As of December 31, 2020, we had 123 property development projects developed by our subsidiaries, joint
ventures and associates at various stages of development.

As of the same date, the total GFA of our land bank was approximately 20.4 million sq.m., among which the
total completed but undelivered GFA was approximately 1.3 million sq.m., GFA held for property
investment was approximately 0.2 million sq.m., and the total GFA under development was approximately
18.9 million sq.m.

We mainly attribute our success to our distinctive property designs, standardized property development
process, multiple land acquisition methods and prudent financial policies, all of which enable us to replicate
our success as we expand in the PRC market and increase our brand value. Our three residential property
series, namely, the Youth Series (KJES %), Royalty Series (1% %) and Impression Series (EN& R), are
targeted at the first-time home buyers, the first-time home upgraders and the second-time home upgraders,
respectively. Each series has its own positioning and can be tailored for local customers based on specific
needs. Depending on the customer preference and architectural history of the local market, we also select
and infuse different Chinese design elements into the design of our properties. We have received numerous
awards and recognitions for our property designs. Our Dynasty Zhenguan (KfEEE#]) received the
recognition of “Best Condo Interior Design” from Property Guru in 2018.

Our revenue grew at a CAGR of approximately 38.8% from RMBS5,495.6 million in 2018 to RMB10,588.4

million (US$1,622.7 million) on 2020. Our net profit grew at a CAGR of 27.0% from approximately from
RMB588.2 million in 2018 to RMB950.0 million (US$145.6 million) in 2020.



RECENT DEVELOPMENTS
Land Acquisition

Subsequent to December 31, 2020, we have acquired the following major projects. The following table sets
forth certain information regarding these projects:

Planned
Project Names Location Total GFA
(sq.m.)

1. Longyan, No.1 Nanhuan Road District, 42mu (g & i1 £ [ Longyan 102,571
A BRI 15742700

2. Longyan, Xinluo District, Longyan Avenue, 26mu (FE & i 81 Longyan 52,983
A1 I8 FE O A 260

3. Nanning, Liangging District, Wuxiang New District, 94mu (F§ Nanning 253,852
ST R B R ST [.94)

4. Chengdu, Chongzhou City, Yangma New Town, 56mu (f{#B Chengdu 101,372
TSN 2 B BT RS 61A)

5. Chengdu, Chongzhou City, Yangma New Town, 61mu (B{#P Chengdu 110,614
[EESUIE ST BT

6. Changsha, Yuelu District, Xueshi Road, 214mu (¥ E#E Changsha 428,177
[i7 £+ 2 1400)

7. Yunnan, Wenshan City, Zhongcheng District, 65mu (R & Wenshan 181,809
L AR 6 S A )

8. Fuzhou, Fuqing City, Qingrong Avenue, 38mu Fuzhou 85,859
(M T AR T I SRR AE 38 )

9. Nanchang, Liantang Avenue, 62.7mu Nanchang 139,357

(P E g B SR 5 K E 62. 7
OUR BUSINESS STRENGTHS

We believe that the following competitive strengths have enabled and will continue to enable us to take
advantage of the growth potential of and to compete effectively in the PRC real estate market.

A Property Developer with a Strong Presence in Selected Regions in China

We are a property developer in China focusing on developing residential and commercial properties in
selected economic regions in the PRC. In 2020, we were ranked 73rd among the Top 200 Real Estate
Property Developers in China in terms of contracted sales amount by the CRIC. We also hold leading
market positions in certain local property markets. In 2018 and 2019, we were ranked first and third,
respectively, among property developers in urban areas of Zhangzhou in terms of contracted sales amount by
the CRIC. In 2018 and 2019, we were one of the top three property developers in Nanning in terms of
contracted sales amount by the CRIC. In 2021, in addition to our headquarters in Xiamen, we established the
second headquarters in Shanghai. The dual quarters are expected to help us attract more financial resources
and talents.

Leveraging our in-depth industry knowledge and experience and following our strategic national expansion,
we have grown from a regional residential property developer in the Western Taiwan Strait Economic
Region to an established property developer with property projects in the six economic regions in China,
including the Western Taiwan Strait Economic Region, Beibu Gulf Region and Neighboring Cities, Beijing-



Tianjin-Hebei Region, Midstream Parts of the Yangtze River Region, Yangtze River Delta Region and
Chengdu-Chongqging Region as of December 31, 2020. We believe these six regions are among the most
economically prosperous areas in China and expect each to further develop in the coming years.

In 2018, 2019 and 2020, the total GFA of properties we delivered was approximately 0.6 million sq.m., 0.8
million sq.m. and 1.2 million sq.m., respectively. In 2020, we obtained 16 projects located in seven cities in
China. Our total revenue increased at a CAGR of approximately 38.8% from RMB5,495.6 million in 2018 to
RMB10,588.4 million (US$1,622.7 million) in 2020.

As a property developer in China with a strong presence in six economic regions in China focusing on
providing products and services, we believe we are well-positioned to capture market opportunities in the
regions and cities where we operate and will be able to continue to achieve success in the future.

Offering Customer-oriented Products with Distinctive Designs that Enhance the Value of Residential
Properties under our ‘“Datang” Brand

We focus on developing products that cater to the needs and preferences of our target customers, and
designing properties that reflect our Chinese design philosophy for residential properties under the “Datang”
brand. Our products are known in the market for being customer-oriented and exhibiting Chinese
architectural design elements, which are often favored by our customers.

With respect to offering customer-oriented products, our strategy is to design and provide different product
designs based on in-depth studies about the preferences and needs of our potential customers in local
markets. We start to formulate our preliminary design plans for a property project when we begin to assess a
land parcel for acquisition. Our design teams work with other teams such as land acquisition, sales and
marketing to study the needs and tastes of the local market, before deciding on the type of products and
designs to be offered. We have developed three main series of residential properties, including the Youth
series (K JEH R), Royalty series (14 %) and Impression series (1% %), targeting first-time home buyers,
the Royalty series and Impression series are generally offered to first-time home upgraders and second-time
home upgraders, respectively. As each of the series has its own positioning and can be tailored for the local
customers based on specific needs, we believe that this differential positioning strategy best leverages our
property development capabilities and help us attract customers of different ages and income levels, and
maintain sustainable growth in the long run.

With respect to offering our own Chinese style-designed products, our strategy is to adopt and thoroughly
implement a design philosophy that best reflects our goal of providing “Chinese Designs for Properties in

2

the New Century,” while following our design philosophy of respecting the Chinese culture, incorporating
Chinese-style elements into our property designs, and maintaining quality. In practice, we strive to infuse
culture- and locale-appropriate traditional Chinese design elements into the designs of our residential
property projects. We do this by conducting in-depth studies about the history of the relevant Chinese
architecture in the local market, and endeavor to use design elements with proper consideration. We have
built a design database containing design templates based on our accumulated studies and our knowledge
about Chinese architecture. Although there is no completely pre-fixed design template for any of our product
designs, in general, we tend to distinguish the differences in our property designs for our three main series

of residential properties at the Group level as follows:

. Youth series (KEHRFR). As this series is primarily targeted at first-time home buyers, we generally
use more modernized design elements in the property designs. For example, elements of the Hui Style
(#4JK) in the Chinese architectural design, such as white high walls ([17#%) and crow-stepped gable
(J5BEAME), tend to be incorporated into the property designs for this series. Examples include our
Longgang Dynasty Youth (FEf# K JE) and Xingning Dynasty Youth (%K &),
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. Royalty series (1HZ%). Our royalty series generally incorporate design elements from the Tang
dynasty, which tend to include elements that are rich in color, balanced, and elaborate without being
overly complicated, such as red columns, pitched roof at the four ends (PU37K/ZTH) and convex-
shaped (‘H'WE) roof. In terms of landscaping, properties under the Royalty series tend to have ‘view-
in-view’ ([E|"F A &) garden designs for gardens or community landscaping. Examples include our
Tong’an Dynasty Royalty ([f]% K# %) and Nanning Dynasty Shengshi Phases T & TI (Fd %K J¥
SRt — AN —H).

. Impression series (EI5 ). Our properties under the Impression series are generally higher-end
products aimed at offering comfortable living experiences for the residents and showcasing
architecture that exhibit a blend of design elements from the Hui Style and Tang dynasty, which we
have termed the “new Chinese style.” Examples include our Zhangzhou Dynasty Impression (3K
JEEN%) and Changsha Repulse Bay (/K ).

We pride ourselves in our in-house design capabilities and close external collaboration with other PRC well-
known architectural firms such as Xiamen Yingzao Architectural Design Co., Ltd. and PT Architecture
Design (Shanghai) Co., Ltd. As a result of our continued efforts to offer products with distinctive designs,
we have earned numerous awards and industry accolades for our properties. In 2018, our Dynasty Zhenguan
(KFEE#) in Nanning received the recognition of “Best Condo Interior Design” from Property Guru.

We believe that our customer-oriented offerings and tailored Chinese-style designs have differentiated us
from other property developers in the PRC. We consider that these strengths will continue to help us achieve
economic success in the future.

Standardized Property Development Process and Efficient Operating System to Ensure Rapid
Development and Quality Products

We have established a standardized property development process that encompasses the entire value chain of
property development from land parcel selection, land acquisition, financing, design and planning,
construction, quality control, sales and marketing, delivery to after-sales. We have formulated a number of
standardized operational manuals based on our extensive property development knowledge and experience,
in which we set out detailed guidance for our various teams located in different cities across China with
respect to all material aspects of their daily operations. These operational manuals are updated from time to
time, taking into consideration of feedbacks from internal teams as appropriate. Specific procedures are set
out in the operational manuals with respect to relevant management systems at different levels, and
incentives are provided for relevant operational areas. We believe these standardized operational manuals
enable us to quickly replicate our property development success into new regions and cities in a cost-
effective manner while maintaining high quality.

In addition to the detailed standardized operational manuals, we also built and maintained a centralized
information system on our construction contractors and construction materials suppliers. The system
provides the track records and works assessments of the construction contractors and suppliers that we have
worked with, and is regularly updated based on new information and internal feedbacks. This helps the
teams at the Group and regional or city levels to exchange relevant information in a timely manner and also
allows us to select experienced and high quality construction contractors and suppliers for our projects.

Guided by the procedures set out in our standardized operational manuals and supported by the centralized
information system, we are generally able to make thorough and detailed assessment of our property
development costs and sales prices. These assessment, in turn, enable us to better control our cost of sales
and timing for pre-sales and delivery, while ensuring consistent product quality which, in turn, allow us to
achieve quick asset turnover. We believe this process will also help us to replicate our success as we enter
into new markets and eventually enhance our profitability.
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Quality Land Bank and Diversified Land Acquisition Methods

As of December 31, 2020, the projects developed by our subsidiaries and joint ventures and associates had
an estimated total GFA of approximately 11.9 million sq.m., including completed properties available for
sale or lease with an aggregate estimated GFA of approximately 0.9 million sq.m., properties under
development with an aggregate estimated GFA of approximately 8.2 million sq.m., and properties held for
future development with an aggregate estimated GFA of approximately 2.8 million sq.m. We believe that
our land bank is sufficient for our operational needs in the near future. We assess a variety of factors in
considering target land parcels, including but not limited to, the national and local market conditions, the
operational activities of our relevant project company at the local level that would be involved in the
development of the land parcel, the supply and demand situation of the relevant city, the availability of land
acquisition methods to us, the positioning and overall strategic value of the land parcel to our national
expansion plan, market trends, and potential appreciation value of the land parcel. By undertaking such an
in-depth assessment, we gain a deep understanding of the relevant market and the strategic value of potential
land to us. We aim to closely monitor the relevant land markets to capture available opportunities.

To ensure sustainable growth, we have developed a series of strategies to replenish our land bank through
multiple land acquisition channels, including land tenders, auctions, listing-for-sale, acquisition of equity
interests of project companies from third parties and partnership with other property developers. In addition
to the commonly used public tenders, auctions and listing-for-sale process, we have successfully partnered
with other property developers to set up joint ventures and associates to acquire valuable land parcels for
property development by leveraging our brand name and execution capabilities. In general, we tend to elect
to work with locally established property developers when entering into new property markets. We also
acquire land through acquisition of equity interest in project companies owned by third parties.

We believe our sufficient land bank, together with our diversified land acquisition strategies, provide us with
a stable development pipeline and will contribute to our long-term growth.

Prudent Financial Policies and Proactive Cost-Control Measures

We place great emphasis on formulating and implementing prudent financial policies that balance
progressivity and stability in mid-to-long-term growth. In managing our financial operations, we prepare
annual financial forecasts, conduct monthly cash flow balance assessment meetings, and make a number of
periodic cash flow forecasts on a rolling basis. These forecasts and reports are collected and transmitted in
our internal information system in a timely manner from all levels, in order to allow the relevant finance and
management personnel to review the data, monitor development and sales progress on our property projects
and make relevant decisions based on the most up-to-date information. Pursuant to our standardized
operational procedures, alerts for specific items such as cash position and the maturity status of our
borrowings are monitored on a regular basis. By using proper oversight procedures and following our
standardized operational procedures, we generally manage to secure land parcels, realize scheduled timetable
for property design, construction commencement, sales and property delivery, maintain good financial
standing while adjusting to changes in real estate industry, and capturing valuable investment opportunities
during our expansion. In addition, we have multiple funding channels to optimize out capital structure and
liquidity.

We have established stable relationships with a number of banks and/or financial institutions in the PRC
over the years. These relationship help provide us with various financing sources to fund our business
operations. In addition, we use working capital efficiently through well-delineated fund deployment for our
property development business.



We also proactively manage our cost to utilize our working capital more efficiently to maintain healthy
profit margins. We employ a number of cost-control measures to proactively manage costs relating to
various stages of our property development, including land acquisition, construction and operational stages.
For example, we have set up a centralized supplier data system to better control our procurement costs.
Also, the overall cost approval system for the Group imposes certain cost limits set for a property project as
determined by the management and relevant finance department before the start of the project. We closely
monitor our cost structure to ensure that relevant costs do not exceed the pre-fixed cost budgets for property
projects.

We believe our prudent financial policies and proactive cost-control measures have enabled us achieve
economic success in the past and will continue to propel our future growth and success.

Experienced, Capable and Visionary Management Team to Support Our Long-Term Growth

Our success has been, and will continue to be, dependent on our experienced, capable and visionary
management team that is actively involved in our operational management on a daily basis. Many of our
executive Directors and senior management team members have over 15 years of real estate industry
experiences in China, including extensive experiences relating to business strategies, property development
and operational management. In particular, our Chairman, Mr. Wu Di, has over 20 years of real estate
industry experience and holds numerous high-profile positions in the industry. He provides visionary
guidance and in-depth insight to our management and operations. Each of our president, Mr. Hao
Shengchun, and our vice Chairman, Mr. Tang Guozhong has over 20 years of work experiences in the real
estate industry. The collective experiences and knowledge of our Board members and senior management
team have helped us to execute our expansion plans and continuously grow.

We consider our employees are key contributors to our growth and that our success and ability to maintain
our competitiveness depend on the well-being, performance and skills of our staff. For example, we offer
leadership training programs to our mid-level and senior management and we sponsor selected employees to
attend EMBA program at Xiamen University. We also provide regular training programs, such as the Seal
Training Program (“V§5Y#5 5T #]”) for entry-level employees, Star Training Program (“/& 7 -85 3l 51 &)
for our entry-to-mid-level employees with outstanding work performance and Dynasty Iron Army Program
(“KJEHLFE ) for sales and marketing personnel.

We believe that our experienced, capable and visionary management team, supported by our professional
employees, will continue to support our long-term growth and help maximize value to our shareholders.

OUR BUSINESS STRATEGIES

We intend to implement the following business strategies in order to achieve our goal of becoming a leading
property development company in China, providing quality products and services to our customers:

Continue Our Strategic Expansion into Selected City Clusters and Further Solidify Our Position in the
PRC Market

We intend to continue expanding our property development business in or into a number of cities in certain
major city clusters in China, including but not limited to, Xiamen, Zhangzhou, Quanzhou and Fuzhou in the
Western Taiwan Strait City Cluster, Nanning in the Beibu Gulf City Cluster, Tianjin in the Beijing-Tianjin-
Hebei City Cluster, Changsha in the midstream parts of the Yangtze River City Cluster, Chongqing in
Chengdu-Chongqging Region, Shenzhen in Guangdong- Hong Kong-Macao Greater Bay Area and Hangzhou,
Nantong, Taizhou and Ningbo in the Yangtze Delta City Cluster.
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After years of property development operations, we have developed solid presence in most of the cities
where we operate. We also intend to expand into cities with high growth potential by leveraging our brand
name, product quality, distinctive design and property development experiences. In selecting a new market,
we generally consider, among other factors, growth potential economic condition, capital requirements and
anticipated profitability of potential projects. We believe that, with our proven track record, particularly in
the Western Taiwan Strait Economic Region and Beibu Gulf Region and Neighboring Cities, we are well-
positioned to gain additional market share in our existing markets and further expand to other selected cities
with high growth potential in the PRC.

Continue to Deliver Quality Properties Using Our Standardized Property Development Procedures to
Increase Operational Efficiency and Further Expand Our Business

We plan to continue to utilize our standardized property development procedures to enhance our operating
efficiency and ensure consistency in the quality of our products. We believe that the implementation of our
standardized property development procedures is key to maintaining our operational efficiency which, in
turn, help to ensure that we provide quality products to our customers. We believe that quality products will
enable us to capture market shares in our existing markets and new markets. We intend to continue to
conduct in-depth studies of target customers in new markets and enhance the feedback collection from our
customers, as well as assessment of cost control measures used for our existing property projects to further
improve our operating procedures in terms of quality and cost management.

We also plan to further expand our business by continuing to cooperate with other property developers,
particularly in new markets where we have limited experience. In selecting property developers as our
business partners, we plan to work with those who are well-established in the respective local markets and
share common business concepts with us. We believe that, by leveraging our strengths and experiences in
property development, we can further expand our business in China and achieve sustainable growth in the
long run.

Further Enhance Our Customer-oriented Product Offerings and Increase Customer Loyalty and
Enhance Our Brand Value

We believe our success is attributable to our customer-oriented product offerings which increase our
customers’ loyalty and enhance our brand value. As our customers’ needs are constantly evolving, we
believe that we should aim to further enhance our property designs and tailor product offerings based on the
preferences and demands of our target customers, who are mainly first-time homebuyers and first-time and
second-time upgraders of residential properties. We plan to optimize our product portfolio to better serve the
needs of our target customers, while further fine-tuning our products for the different geographical areas to
suit various types of land reserves and to best appeal to target customers in different cities with their
different demands and purchasing power. We intend to continue to pay close attention to details so that the
design of our products will bring convenience to our customers based on their lifestyle and habits.
Additionally, we plan to continue conducting our customer satisfaction surveys, and improve our product
offerings based on our customers’ feedbacks to enhance our brand value.

Continue to Implement Prudent Financial policies, Optimize Our Capital Structure and Actively
Explore Business Opportunities with Other Property Developers

We will continue to adhere to our prudent financial policies. We plan to continue to improve our capital
management system and closely monitor our capital structure and liquidity position. We will continue to
maintain our established cooperation relationships with reputable banks and financial institutions.
Furthermore, we will continue to explore various financing opportunities to improve our capital structure
and reduce our cost of capital. We will also continue to actively explore business opportunities with other



reputable property developers to help us reduce the capital commitments in connection with land
acquisitions and other property development costs. We believe the above- mentioned initiatives will enable
our business to continue to grow in a healthy and sustainable manner.

Enhance Our Human Resource Management and Increase Our Talent Reserves

With our business expansion in China, our demand for quality talent will continue to increase. We intend to
continue to enhance our human resource management and increase our talent reserves. We plan to continue
to actively develop, retain and attract a talented workforce through comprehensive training programs tailored
for different levels of employees, such as the EMBA program at Xiamen University for employees with
outstanding work performance and Dynasty Iron Army Program for sales and marketing personnel,
competitive remuneration packages and co-investment opportunities in our property projects. We provide
various training programs for our employees with different levels of experience. See “— Our Business
Strengths — Experienced, capable and visionary management team to support our long-term growth” for
more details on our training programs.

We offer our employees performance-based incentives on top of a competitive salary, based on their
qualifications, experience and performance. We plan to further implement various employee recognition
initiatives to increase morale and motivate high-quality work performance. We are confident that the
aforementioned measures will enable us to attract, retain, motivate and foster skilled and talented employees
and to align the interest of our employees with that of our investors.

OUR PROPERTY DEVELOPMENT BUSINESS
Overview

We develop a variety of residential and commercial properties. Our residential properties are generally
categorized into the three series as set forth below:

. Youth series (KJHRZ): Our properties of Youth series generally target first-time purchasers.
Properties under the Youth series generally feature homes with modern and creative designs.

Examples of such properties include Longgang Dynasty Youth (FEf# K &) and Xingning Dynasty
Youth (HLEERJER);

. Royalty series (1153 ): Our properties of Royalty series generally target first-time home upgraders.
Properties under the Royalty series generally feature traditional Chinese-style architectural designs
and landscaping. Examples of such properties include Wuxiang Lanting Mansion (F.5{#E)¥) and
Jinjiang Dynasty Mansion (&7LKJE); and

. Impression series (E15 % ): Our properties of Impression series generally target second- time home
upgraders. Properties of Impression series feature mid-to-large-sized homes with a combination of
traditional Chinese design and modern design elements, and aim to offer a more comfortable and/or
luxurious living environment. Examples of such properties include Zhangzhou Dynasty Impression

(TN K JEENS) and Tanfu Impression (FEJFENSL).

We also develop commercial properties, which include hotels, office buildings, shopping centers and others.
Such commercial properties are generally integrated with or in the vicinity of our residential properties.

Classification of Our Property Projects

Our classification of properties reflects the basis on which we operate our business and may differ from
classifications employed by other developers.



The site area information is derived on the following basis:

. when we have received the land use rights certificates or real estate title certificates, as specified in
such land use rights certificates or real estate title certificates; and

. before we have received the land use rights certificates or real estate title certificates, as specified in
the relevant land grant contracts related to the projects.

Total GFA is calculated as follows:

. for projects and phases that are completed, based upon the relevant property completion certificate or
property inspection report;

. for projects and phases that are under development, based upon the relevant construction work
planning permit, or based on other documentation issued by relevant government authorities, if the
construction work planning permit is not available; and

. for projects and phases that are held for future development, based upon the total GFA indicated in
the property master plans or our internal records and development plans, which may be subject to
change.

Total GFA is comprised of saleable GFA and non-saleable GFA. Non-saleable GFA refers to certain
communal facilities and ancillary facilities, such as certain underground GFA and spaces for security offices,
for which pre-sale permits will not be issued.

Total saleable GFA is calculated as follows:

. for projects and phases that are completed, based on the relevant property ownership certificate or
property inspection report;

. for projects and phases under development, based upon the relevant pre-sale permit, or based on the
construction work planning permit if the pre-sale permit is not available, or based upon other
documentation issued by relevant government authorities if the construction work planning permit is
not available; and

. for projects and phases that are held for future development, based upon our internal records and
development plans. The total GFA we intend to sell does not exceed the multiple of site area and the
maximum permissible plot ratio as specified in the relevant land grant contracts or other approval
documents from the local governments relating to the project.

Saleable GFA refers to the total GFA exclusive of non-saleable GFA. Saleable GFA is further divided into
saleable GFA pre-sold/sold and saleable GFA unsold. A property is pre-sold when we have executed the
purchase contract but not yet delivered the property to the customer. A property is considered sold after we
have executed the purchase contract with a customer and have delivered the property to that customer. A
property is considered unsold when it has not been pre-sold or sold but is available for sale.

As some of our projects comprise multiple-phase developments on a rolling basis, these projects may

include different phases that are at various stages of completion, under development or held for future
development.
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Land Bank and Property Portfolio

Our land bank equals to the sum of (i) total GFA available for sale or lease by us for completed properties,

which also includes completed GFA that have been pre-sold but not yet delivered, (ii) total planned GFA for

properties under development, (iii) total estimated GFA for properties held for future development. Total

land bank represents (i) the total land bank of projects developed by our subsidiaries and (ii) the total land

bank of projects developed by our joint ventures and associates. All of the other shareholders of the joint

ventures and associates through which we had developed property projects are Independent Third Parties.

Our Property Projects

The table below sets forth the details of our property development projects developed by our subsidiaries

and joint ventures and associates as of December 31, 2020:

City where Actual/ Completed but ~ GFA held for ~ Total GFA Percentage of
the project is Estimated date undelivered property under interest owned
located Project name of completion Site area GFA investment  development ~ Total GFA by the Group
(Square meters) (square melers) —(square mefers) (square meters) —(square meters)
1 Changzhou Dynasty Zhongnan 200 53338 - - 138,941 138,941 36%
Shangyuecheng (1R L4
5
2 (Changzhou Yuhu Shangguan Garden (E?ﬂ?ﬂ: 2022 58,003 - - 138,600 138,600 40%
Bici)
] Chengdu Jiuyue Lanwan Project (1125 2003 68,901 - - 229893 229,893 40%
%)
4 Chengdu Tianyue Royalty (KHEH%) 2003 58,066 - - 188,169 188,169 26%
5 Fuzhou Dynasty Shuxiang Yazhu (k 202 54,189 - - 178,821 178,821 100%
RERRS)
6 Fuzhou Pukou Dynasty Royalty (K M 15,954 - - 53,597 53,597 80%
it %)
1 Fuzhou Longjiang Jiujin Pavilion (#EILL 2003 113,059 - - 31301 SR 33%
il
§ Guigang Guigang Dynasty Royalty (5§ 200 42,076 - - 191,686 191,686 03%
KEA)
9 Guiging Guigang Yating (i HER) 2004 4509 - - 178,009 178,009 26%
10 Guigang Guigang Chenguang (ZiEfR) 204 30,760 - - 168,766 168,766 34%
I Kumming Tianyu Smart City (KEH EH) 2005 138,601 - - 497,798 497,798 0%
12 Liuzhou Liuzhou Dynasty Mansion (I 2004 74,989 - - 291,396 291,396 51%
KRS
13 Liuzhou Dynasty Biyuan West Garden (j( 2022 56,797 - - 195,703 195,703 8%
EEENE)
14 Liuzhou Dynasty Biyuan East Garden ok 2024 45,246 - - 168,586 168,586 80%
FERRE)
15 Longyan Royalty Wenyuan (% 307%) 0 26,197 - - 79,395 79,395 3%
16 Nanning Zhongnan Ziyun Tmpression (H74 2005 50,128 - - 276,84 276,284 25%
£20%)
17 Nanning Wuxiang Huguang Institution (11 2023 65,007 - - 326,309 326,309 14%
SUDLE)
18 Naming Yango Dynasty Royaly (P L 03 31047 - - 203,59 203,59 49%

REMR)
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City where Actual/ Completed but ~ GFA held for ~ Total GFA Percentage of

the project is Estimated date undelivered property under interest owned

located Project name of completion Site area GFA  investment  development  Total GFA by the Group

(Square meters) (square mefers) ~(square mefers) —(square meters) (square meters)

Nanning Wauxiang Lanting Mansion (ﬂ% 2023 159,991 - - 903,879 903,879 33%
W)

Nanning Yango Dynasty Tanjing (Ft 204 177954 - - 877,300 877,300 4%
KEWR)

Nanning Impression Discovery Bay (F15 200 111,138 - - 614,237 614,237 17%
fiEE)

Nanning Wauxiang Dynasty Youth (5% 2021 AR - - 102,193 102,193 97%
)

Nanning Tinjiu Royalty (£%H%) 200 08,401 - - 380,330 380,330 25%

Nanning Tanfu Impression (HFFE1%) M 137811 - - 639,367 639,367 30%

Nanning Binjiang Jinwan (F&IL51%) 20 36,039 - - 176231 176231 34%

Nanning Shengshi Chunjiang (& %1L) 204 52774 - - 207058 217058 34%

Nanning Xi'an Royalty (%) 2003 2949 - - 138,09 138,09 33%

Nanning Dynasty Shengshi Xuhui Mansion 2023 25,405 - - 105,195 105,195 1%
(KRR

Nanning Dynasty Shengshi Phase IT (0% 2021 94.893 115,465 - - 115,465 100%
Bt H)

Nanning Dynasty Shengshi Phase 11T (/& 2021 87,048 100471 - 403327 503,798 100%
B =)

Nanning Shenghu Yuejing (EHHHE %) 2021 90929 141,676 - 193,285 334960 26%

Nanning Zhenyun (2R) 2024 91,849 - - 480927 480927 100%

Nanning Dynasty Tianyue (KBKH) 2021 28320 - - 128,510 128,510 56%

Nanning Nanning Jinxiu Royalty ({45 2003 23,565 - - 95,078 95,078 6%
B#i%)

Nanning Nanning Shengshi Jinyue (#% % 200 25,266 - - 102415 102415 24%
f&:H)

Nanning Anji Dynasty Royalty (%35 K8 202 27962 - - 143,198 143,198 0%
%)

Nanning Anji Dynasty Royalty Phase II 2003 9,170 - - 57,936 57,936 0%
FEIN i

Nanning Xingning Dynasty Youth (E K 201 247786 110,360 - 121,629 131989 1%
)

Nanning Nanning Yunxitai (ZEE5) 002 20,014 - - 69,155 69,155 25%

Nanning Dynasty Tiancheng Phase 11T (£ 2021 19,141 - - 180,942 180,942 100%
BXHEH)

Nanning Dynasty Zhenguan (K Fi558)) 2022 45,582 1,298 - 166,199 167497 §5%

Nanning Jinyue Qingshan (i 510) 2001 3,507 68,431 - 43,988 112420 499

Nanning Xingning Dynasty Impression (& 2021 95,750 98,783 - - 98,783 40%
EAENS)

Nanning Dynasty Tiancheng Phases I & II 2019 25,07 6434 07,846 - 74280 100%
(KRS~

Nanning Longgang Dynasty Royalty (FEfé 2020 109,878 35,555 518 - 40,683 100%
KEHR)

Nanning Dynasty International Center (0 2018 11,545 4909 34979 - 39,888 100%
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City where Actual/ Completed but ~ GFA held for ~ Total GFA Percentage of

the project is Estimated date undelivered property under interest owned

located Project name of completion Site area GFA  investment  development  Total GFA by the Group

(Square meters) (square mefers) ~(square mefers) —(square meters) (square meters)

Nantong Dynasty Zhongnan Yuehu (K 200 60,240 - - 91,778 97,178 35%
R

Nantong Shiji Yunchen ({4 ENR) 2024 7394 - - 182,786 182,786 20%

Nantong Langyuan (Eﬁ ) 2023 42430 - - 101,334 101,334 20%

Ningbo Chenyue Royalty (R H#7%) 20 38013 - - 13,91 13,91 51%

Ningbo Qi Yue Li (EHE) 2003 20,388 - - 39218 39218 100%

Ningho Feng Lan Di (B 20 1387 - - 61938 61938 35%

Ningbo Jiuyun Mansion (AZJF) (56) 2003 3m - - 86,215 86,215 40%

Ningbo Jiuyun Mansion WT i) (714) 2023 49511 - - 118,044 118,044 40%

Ningde Ningde Dynasty Royalty (B 2025 19409 - - 55,200 35,200 55%
%)

Putian Putian Yuhu Impression (HHE 2024 37,695 - - 144,822 144,822 59%
#a%)

Putian Putian Xiuyu Dynasty Royalty 2023 83,198 - - 254,507 254507 35%
(FOAERELR)

Putian Yuexin Royalty ({7 %) 2003 53,647 - - 149321 149321 40%

Quanzhou Tinjiang Dynasty Royalty (FLK 2020 30,773 33469 - - 33,469 5%
%)

Quanzhou Shimao Yuncheng ( (HEEHR) 2024 89,544 - - 346,176 346,176 15%

Quanzhou Tinjiang Dynasty Mansion (L 023 06,781 - - 27681 27681 60%
PN

Quanzhou Spring Impression (Eﬂ%ﬁﬂ\ 222 29,253 - - 114,482 114482 45%
E)

Quanzhou Huf'an Julong Guofeng (% 04 102427 - - 271,768 271,768 10%
AR

Sanming Shaxian Yunzhu (PEE%) 20 53,688 - - 123484 123484 40%

Xiamen Tong'an Shuiyunjian (% KZ 201 15,000 - - 84816 84816 100%
)

Xiamen Dynasty Hotel (X FE/) 0 16,850 - - 64320 64320 100%

Xiamen Dynasty Center (K7L 204 93,166 - 3831 27918 66,049 100%

Suining Suining Zhongliang No. 1 Yard 200 48282 - - 98,023 98,023 40%
(EE b E 5

Taizhou Chuangshi Mingdi (811 5 15) 202 3286 - - 102829 102829 49%

Taizhou Nanguan Impression (TQEE[J 2) 222 16,048 - - 41,561 41,561 47%

Tianjin Vision Commercial Square (kk 2023 14076 3,101 - 17,117 120,238 30%
R

Tianjin Tangsheng Yayuan () 0ml 198,873 - - 4 34,47 100%

Tianjin Tangxi Yayuan () 20 35,607 - - 127959 127959 100%

Tianjin Tangyun Yayuan (58 HE) 204 97911 - - 321,638 321,638 100%

Wenzhou Xingyue Mingzhu (5% 5) 20 26,686 - - 84,154 84,154 35%

Wenzhou ~ Cuican Tianrui (5 KT) 04 0634 - - 120341 120341 4%

Wauxi Lanyue Yayuan (REHER) 2003 1112 - - 130,204 130,204 30%

Yibin Tinke Town (SFH) 2004 184,590 - - 622310 622310 40%

Yueyang Yueyang Dynasty Royalty Phases 2003 122,085 - - 404,969 404,969 100%
L& I (R -~
=)
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Yueyang Yueyang Dynasty Royalty Phases 2023 124,892 - - 405,001 405,001 100%
IV & V (ERAEHANEH)

Thangjiagang ~ Tangyue Royalty (M%) 2023 44,599 - - 131,250 131,250 35%

Thangzhou  Jiaomei Dynasty Roalty (fiK 202 41,558 - - 174541 174541 6%
%)

Zhangzhou Mingmen Impression (% "£1%) 2019 53338 40,669 3326 - 43995 100%

Zhangzhou Tianlai Town Phase [ (iﬁ/l\ﬁﬁ 2024 73,607 - - 91444 91444 0%
-

Zhangzhou Tianlai Town Phase I (ﬂﬁ/ﬁ@ﬁ 2025 86,754 - - 113,546 113,546 70%
=)

Zhangzhou Dynasty Jiniu Royalty (6 200 48278 - - 139,310 139310 0%
#H7)

Zhangzhou Zhangzhou Dynasty Chunfengli 200 41,073 - - 140,193 140,193 51%
(BAKERRE)

Zhangzhou Yango Dynasty Feili Impression 204 83810 - - 269,677 269,677 50%
(LR EEERS)

Thangzhou ~ Jiangshang Tianjing (ILLLK5%) M 39,609 . . 142,647 142,647 30%

Zhangzhou Jiaomei Dynasty Impression (452 2003 15,748 - - 43,650 43,650 30%
KESS)

Zhangzhou Zhangzhou Dynasty Chunfengli 200 61,89 - - 13115 13115 60%
Phase 1T (M AEHRE M)

Zhangzhou Dynasty Sanmu Impression West 2023 17,659 - - 69,115 69,115 49%
Lake (KE=AEDE )

Zhangzhou Shimao Dynasty Yunjing (/%X 200 12453 - - 40,038 40,038 31%
FER)

(hangsha Repulse Bay (H7ki%) 2021 133,163 34621 - 5,105 60,327 100%

Changsha Dynasty Impression— Yufu (& 200 38,304 29,785 - 0 29785 100%
(% + )

Changsha Dynasty Impression— Yuxi (& 01 81,362 - - 190465 190465 100%
(% « )

Changsha Dynasty Impression— Yuyuan 201 21,083 - - 43,650 43,650 100%
(RFEEE « )

Changsha ~ Hantang Royalty (&%) 03 240,004 - - 608,726 608,726 49%

Chongging ~ Boyun Mansion (1) 20 63,610 - - 140,792 140,792 30%

Chongging ~ Xichen Yijing (FIREES%) 02 2,170 - - 87,268 87,268 31%

Chongging ~ Hanlin Tianchen (%I KJR) 2023 90,075 - - 185,336 185,336 30%

Chongging ~ Jiuzhu Tianchen (1% K F%) 03 136,328 - - 292,061 292,061 3%

Others QOther odd land reserves NA NA 494 543 19,744 16,912 531,200 NIA

1,339,589
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OUR PROPERTY DEVELOPMENT MANAGEMENT
Overview

We established 15 functional departments at the Group level, namely, investment management department,
product development department, sales and marketing department, cost management department, operations
management department, financial management department, capital management department, human
resources department, administrative department, public relations department, risk management
department, legal affairs department, information department, Hong Kong Capital Market Department and
Board affairs office. We have nine regional companies at the local level to manage our property
development operations on a daily basis.

Property Development Process

Our success in property development is attributable to our standardized operating procedures, which enable
us to plan relevant operations and execute such plans within the required time frame for each development
stage after acquiring the land and improve our overall operating efficiency. Through the utilization of our
standardized operating procedures, we generally have been able to complete our property projects within the
expected timetable. We formulate and modify the procedures based on our operational experience and needs
and, sometimes on a case-by-case basis. Such procedures set out the guidelines for our employees in
managing and developing our property projects, and provide detailed timing and evaluation targets and
checklists for different types of projects developed in different cities.

The diagram below summarizes the major stages of our property development process'"

Delivery
Procurement Pre-sale and
Site Land . . Project Quality
Selection - Acquisition Mmp Financing ) Design g and . g Control g and. ) After-Sales
Construction Marketing Customer
Services
Note:
(1) The required time for each property development stage may vary among projects depending on the geographical

location and the size of the projects. The sequence of specific planning and execution activities may also vary among
projects due to the requirement of local laws and regulations.

Site Selection

We undergo a careful examination and selection process for our property sites. We focus on suitable
locations in cities located in mainly the six economic regions, such as Xiamen, Zhangzhou, Quanzhou,
Fuzhou, Nanning, Tianjin, Changsha, Chongqing, Nantong and Ningbo.

We assess the potential of land appreciation primarily through investigating and evaluating the economic and
demographic conditions of a city. The site selection process is led by our investment and development
personnel at the regional level, which is primarily responsible for identifying potential land parcels for
acquisition. Several departments at the Group level and relevant project company also participate in the site
selection process and provide their inputs: our sales and marketing personnel at the Group and regional level
conduct market research for potential projects and provide preliminary estimates on sales prices and
marketing strategies and/or design proposals. Our project planning personnel at regional level research legal
and regulatory requirements for obtaining certain land parcels and provides inputs on potential hurdles and/
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or preparation work. Thereafter, a detailed feasibility study report will be submitted by our investment
management department to our investment management committee for review and approval. We carry out
the site selection process in our projects with a strong focus on the growth potential, marketability and
profitability. The key factors we consider in assessing whether a site is suitable for development include, but
not limited to:

. scale and price of the land;

. prospects of the area and relevant cities’ economic development and population growth;

. industry policy and development strategies of the central and local governments;

. prospects of financial returns, indicated by factors such as estimated return on investment, internal

assessment on the rate of return, recoverability of investments and construction costs, and profit
margin of the sales of relevant properties; and

. the potential for value appreciation of land for potential projects.

Land Acquisition

We obtained our land reserves through the following methods:

. participation in public tenders, auctions and listings-for-sale organized by the relevant government
authorities;

. acquisition of equity interests in, or land parcels from, third parties which possess land parcels; and

. joint ventures with other property developers.

We primarily acquire land through tenders, auctions and listings-for-sale from the PRC government in
accordance with relevant PRC laws and regulations.

We acquired equity interests in, or land parcels from, companies that possess or have the rights to possess
land use rights for certain land parcel. Our acquisitions of equity interests in companies that possess land-use
rights or have the rights to possess land use rights were for the purpose of property development and not for
property investment. These methods allow us to obtain targeted land at competitive prices as it allows us to
negotiate the terms and conditions directly with the targeted companies or the counter parties. In selecting
target companies, we mainly consider, among others, the target company’s financial conditions, the location
of the relevant land parcels, potential for value appreciation.

We acquired land through cooperation with third-party property developers. Such cooperation help us break
into new markets where we have limited experience. We believe the sharing of common business concepts
and leveraging our respective strengths and experiences in project development can bring mutual benefits to
us as well as our partners.

Financing
We finance our projects primarily through internal cash flows including proceeds from the pre-sale of our

properties, bank loans and trust financing. Our project development costs were financed by proceeds from
the pre-sale our properties and bank loans and trust financing.
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Project Design

Our product development department is responsible for the overall project planning, and the relevant project
company at the regional level is in charge of construction design work outsourced to third-party construction
design firms. Such third-party construction design firms are selected through an invite-only tender process.
We generally outsource construction design work to third-party construction design firms. We also work
with our associate, Xiamen Yingzao Architectural Design Co., Ltd. and other well-known architectural firms
on the designs for some of our projects. Our project companies at the regional level closely monitor the
work of construction design firms to ensure that the project designs meet our specifications and any
problems encountered with the proposed design during construction are resolved in a timely manner.

Construction and Procurement

Project management

We deploy a project management team to each project. These employees are deployed on site and are
responsible for communicating with our construction contractors and specialized contractors and performing
quality inspection and control.

Appointment of construction contractors

We engage qualified third-party general construction contractors to carry out construction works of all our
property development projects. Such construction works include, among other things, foundation digging
and installation of equipment. The general contractors of our property developments are selected through an
invite-only tender process. The tender process is managed by a tender management team established for each
individual project, which mainly include the general manager and head of the cost management team of the
respective project company, members of the cost management department and product development
department at the Group level, and engineers for the respective project. We conduct due diligence
procedures on our potential contractors, such as inspecting their credentials and on-site supervision on their
offices and property projects, and only those contractors who have passed such due diligence procedures are
added to our database and are further invited to participate in the tender. In selecting the winning bid, we
typically consider the contractors’ professional qualifications, technical capabilities, industry reputation,
track record and prices tendered. We also maintain an information system on general contractors we have
worked with and take relevant information from the system into account when evaluating the bids. We had
engaged and maintained stable business relationships with a number of general construction contractors.

We are not responsible for any labor issues of our contractors or accidents and injuries that may occur
during construction. These risks are borne by the contractors, as provided in our contracts with them.
However, our strict quality control measures require our contractors to comply with the relevant rules and
regulations including environmental, labor, social and safety regulations to minimize our risks and liabilities.
As of the date of this offering memorandum, we were not involved in any dispute with our contractors nor
were there any case of material personal injury or death involving our contractors that had a material adverse
effect on our business.

Under typical agreements with our contractors, we make payments to contractors in stages according to
progress of construction works. The percentage of each stage payment varies from project to project
according to the terms stipulated in the relevant contract.

In term of internal operations management, the planning and operations personnel of each of our project
companies is responsible for preparing and implementing construction plans for our property projects and
prepares progress reports of the property projects under development on a monthly basis. The construction
department of each of our project companies also holds weekly meetings with contractors to review the
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progress and work completed. Any issue that may cause a delay to the construction schedule is reported to
the management of the project company by the planning and operations personnel. The planning and
operations personnel works with the contractors on solutions to ensure the construction work will catch up to
the original construction schedules while maintaining compliance with the relevant quality checks and
regulatory procedures. The planning and operations department at our regional company level prepares
construction plans focusing on key milestone targets for each relevant phases of a property project and
progress reports on on-going construction projects for further internal review at the Group level. The
operations management department at the Group level conducts reviews and analyses on our property
projects on a monthly basis to ensure that the construction progress follow the construction schedules in a
timely manner.

Procurement

Our procurement activities fall into two categories: construction raw materials and equipment. Our
construction contractors are responsible for procuring certain raw materials, notably steel and concrete. We
are responsible for procuring certain equipment and materials, such as elevators, entrance doors and ceramic
tiles. As we typically pre-sell our properties prior to their completion, we will not be able to pass the
increased costs on to our customers if construction costs increase subsequent to the pre-sale.

Quality Control

We place a significant emphasis on quality control in the management of our projects. We will continue to
focus on quality control over the construction of our properties to ensure regulatory compliance and quality
products. In furtherance of this goal, we have formulated a number of measures or procedures, including but
not limited to:

. we require our contractors to first perform their own quality control inspections, followed by
inspections of our project management teams. In addition, our Group conducts internal reviews on a
regular basis to identify potential issues and promotes measures and initiatives proven to be
successful in previous projects;

. we retain qualified independent third-party professional firms to oversee and supervise the overall
construction of our projects;

. we assign each project its own on-site project management team, which comprises qualified engineers
led by our project managers to monitor the progress and workmanship of construction;

. we establish a set of standardized technical guidelines for the construction management of our
projects; and

. we carry out quality control in accordance with the relevant laws and regulations, and other
compulsory standards promulgated by the relevant PRC governmental authorities and other industry
associations.

Sales and Marketing

Sales and marketing plan

The sales and marketing teams of our project companies study local market information and formulate sales,
marketing and pricing plans and procedures for approval by the relevant sales and marketing department at
the regional level. Certain parts of pricing plans are also submitted to relevant personnel at our headquarters
for approval.

— 105 —



Our sales and marketing department operates Dynasty E-home (KJHEZ), our online sales and marketing
platform operated through WeChat (f#f5). Any WeChat user can register to become a member of Dynasty
E-home, and refer potential purchasers to join the platform and learn about our property projects available
for sale. The referrer will receive a referral bonus if the referee purchases our property.

We provide comprehensive sales assistance to our customers by coordinating internally and externally with
engaged real estate agents to address queries raised by, and collect feedback from, our customers and
potential customers. Based on such feedback and our experience, we evaluate the designs of our future
properties and make modifications as appropriate to better address any changes in market demand.

Pre-sale

In line with market practice in the PRC, we normally commence pre-sales of our property development
project before completion of the entire project. Our pre-sales typically comprise multiple phases in
accordance with our marketing strategies and plans which are drawn up as early as the acquisition of the
relevant land. Relevant PRC laws and regulations require property developers to fulfill certain conditions,
including but not limited to payment of the land grant premium and obtaining the relevant land use rights
certificate, construction works planning permit, construction works commencement permit and pre-sale
permit before the commencement of pre-sales.

We generally schedule the launch of our pre-sale campaigns according to the progress of construction,
market conditions and any general holidays. Once a project is substantially sold out, we re-deploy our sales
staff to other projects.

Our pre-sale contracts are prepared in accordance with applicable PRC laws and regulations. Purchasers are
typically required to make a deposit according to the schedule stipulated in the sales contract. The amount of
deposit and the circumstances in which deposits may be forfeited are stipulated in relevant pre-sales
contracts. In accordance with the requirements of applicable PRC laws and regulations, we register such pre-
sale with the relevant local authorities and provide warranties on the quality of properties we construct or
sell to our customers for periods no less than that for quality warranties we receive from our construction
contractors under the relevant construction contracts, being generally two years.

Canceled contracted sales are sales transactions canceled after the payment of deposit and the signing of pre-
sale contracts. Such incidents are rare.

In 2018, 2019 and 2020, some of our PRC subsidiaries failed to fully or directly deposit the required
amounts of pre-sale proceeds into the designated escrow accounts as generally required by the relevant local
regulatory requirements, and some of our PRC subsidiaries failed to maintain the required regulatory
threshold levels of restricted cash balances and had shortfalls in their respective designated escrow accounts.
The above incidents are collectively referred to as the ‘“Pre-sale Incidents.”

In 2018, 2019 and 2020 and up to the date of the offering memorandum, we had not been imposed any
penalties nor to our best knowledge, had not been subjected to investigation or engaged in any dispute with
government authorities with respect to the Pre-sale Incidents. Upon becoming aware of the Pre-sale
Incidents, we have voluntarily taken the initiative to make up the shortfalls in full, which was not required
by relevant government authorities.

Taking into account our voluntary rectifications, and the fact that, as of the date of the offering
memorandum, we had not received any penalties, nor to our best knowledge, subjected to any investigations
or involved in any dispute with any regulatory authorities relating to the Pre-sale Incidents, we are of the
view that the risk of us being penalized by the relevant government authorities relating to the Pre-sale
Incidents is low.
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As of the date of this offering memorandum, we did not experience any significant delays in obtaining the
required certificates and permits for the pre-sale of our properties, and save for the Pre-sale Incidents, we
have complied with all relevant and applicable PRC laws and regulations governing property pre-sales in the
PRC in all material respects.

Payment arrangement

Our customers may choose to pay the purchase price of our properties by one lump sum payment or by
mortgage financing. Customers choosing to settle the purchase price by one lump sum payment will be
required to fully settle the purchase price shortly after the execution of the sales contract. Customers
choosing to settle the purchase price of residential properties by mortgage financing shall, according to the
terms stipulated in the relevant sales contract, normally pay a down-payment of the purchase price upon the
execution of the sales contract in accordance with the applicable PRC laws and regulations. Depending on
the processing time required by mortgagee banks, the balance of the purchase prices will typically be paid
by the mortgagee banks shortly after the date of execution of the sales contracts.

In line with market practice in the PRC, we have arrangements with various banks for the provision of
mortgage financing and where required, provide our customers with guarantees as security for mortgage
loans. The terms of such guarantees typically last until the transfer of the building ownership certificate to
the purchaser and the certificate is registered in favor of the bank. As a guarantor, if the purchaser defaults
in payment, we are obligated to repay all outstanding amounts owed by the purchaser to the mortgagee bank
under the loan and have the right to claim such amount from the defaulting purchaser. We do not conduct
credit checks on our customers but review the results of credit checks conducted by relevant banks.

As of December 31, 2018, 2019 and 2020, our outstanding guarantees in respect of the mortgages for
purchasers of our properties amounted to RMB2,018.3 million, RMB10,451.8 million and RMB12,080.9
million (US$1,851.5 million), respectively. In the case of a purchaser default, we are entitled to forfeit the
deposits the purchaser has made with us and foreclose on the relevant property.

Delivery of Properties and After-Sale Customer Service
Delivery of completed properties

We endeavor to deliver completed properties to our customers on a timely basis in accordance with the
terms of the sales contracts. We closely monitor the progress of construction work at our projects under
development. If we fail to deliver the completed properties within the stipulated timeframe due to our
default, we may be liable to pay a certain percentage of the purchase price as penalty in accordance with the
terms of the relevant sales contracts. Under current PRC laws and regulations, we are required to obtain
completion certificates before delivering properties to our customers. After a property development project
has passed the requisite completion and acceptance inspections, we will notify our customers before the
delivery date stipulated in the sale contracts, to arrange the delivery procedures. Our customers will then
come to our designated locations to conduct the delivery procedure with us. We may also assist our
customers to obtain the individual building ownership certificates for our properties at their expense. We
may also be liable to compensate our customers for any delay in the delivery of properties. As of the date of
this offering memorandum, we did not experience any significant delays in the completion of our property
development projects or delivery of relevant title documents after sale.

After-sale services

Our after-sale customer service personnel provide after-sale assistance to our customers, including assistance
to customers to obtain mortgage loans and ownership certificates, and handling of customers’ complaints
and maintenance requests. We were not aware of any material customers’ complaints or product liability
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claims. Our customers may also participate in our activities and obtain first-handed information regarding
our new property development projects. We hire third-party survey companies to conduct our customer
satisfaction survey every year. We also closely monitor the proportion of second-time buyers of our overall
buyers for evaluating the degree of customer satisfaction to our existing projects.

CONSTRUCTION OF RESETTLEMENT HOUSING

In 2018, 2019 and 2020, in connection with our development of certain projects, as specified in the relevant
land grant contracts or related agreements, we cooperated or agreed to cooperate with the local governments
in constructing resettlement housing in Nanning, Fuzhou and Zhangzhou. The construction of such
resettlement housing was typically used by the relevant local governments as part of the package for the
acquisition of related parcels of land by property developers. The profit margin of such construction
contracts is relatively low. However, since undertaking these construction contracts was a prerequisite to
acquiring the relevant land parcels for property development, we would bid for the land parcels (and would
be obliged to undertake such contracts if we succeed) if the economic return from such property
development projects as a whole (taking the obligation to undertake such contracts into consideration)
appeared attractive to us. Under such arrangement, we pay the relevant land premium and receive the land
use rights certificates registered in our name. We are paid by the relevant local governments for the
resettlement housing at pre-fixed prices determined by them. Such payments are generally made in
installments based on our construction process and according to our contracts with the relevant local
governments. Similar to our other residential property projects, we engage construction contractors to
construct properties with resettlement housing. We deliver the completed properties to parties designated by
the relevant local governments. As such, we record the revenue from such source as “revenue from provision
of construction services” in our consolidated statements of comprehensive income.

OUR PROPERTY INVESTMENT

As part of our strategy to generate a diversified and recurrent revenue stream, we will retain commercial
components of certain of our residential and commercial developments as investment properties for lease.
This allows us to take advantage of the growth potential of selected commercial property segments in the
selected cities where we operate. Retaining such commercial properties as investment properties for lease is
not part of our principal activities. All the commercial properties for long-term investment purposes acquired
by the Group were incidental parts of packaged land parcels acquired by the Group for property
development. In 2018, 2019 and 2020, we generated rental income in the amount of approximately
RMB35.3 million, RMB40.6 million and RMB56.4 million (US$8.6 million), respectively, accounting for
approximately 0.6%, 0.5% and 0.5% of our total revenue in the same periods, respectively.

OUR HOTELS

We focus on property development projects in selected cities, some of which have a combination of
residential, hotels, commercial and office properties. While we hold all of our residential properties for sale,
we hold our hotels and some commercial or office properties for investment purposes.

We generate revenue from hotel operations. As of December 31, 2020, we had three hotels, namely, Xiamen
Dynasty Jinglan Jia Hotel (K& 5 )%) in Xiamen, Nanning Dynasty Congyue Hotel (7 %K 5 5% 1HIH
JE) in Nanning and Tong’an Dynasty Hotel ([f]%ZKJEG)E) in Xiamen. As of the same date, Xiamen
Dynasty Jinglan Jia Hotel and Nanning Dynasty Congyue Hotel had been completed, and Tong’an Dynasty
Hotel had been under construction. The tables below sets forth certain information relating to our hotels
which had been completed or under development as of December 31, 2020:
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Date of

Number of Ownership commencement
GFA rooms interest of operation
(sq.m.)
Xiamen Dynasty Jinglan Jia Hotel 32,625 302 100.0% May 2019
Nanning Dynasty Congyue Hotel 10,229 180 100.0% April 2019
Estimated Estimated
Estimated number of Ownership year of
GFA rooms interest Completion
(sq.m.)
Tong’an Dynasty Hotel . ........ 36,000 250 100.0% 2022

Our Other Businesses

We also derived a small portion of revenue from other business, which primarily include revenue from
provisions of management services to joint ventures and associates and, to a lesser extent, income from the
operation of a sports stadium and utility fees from our tenants and general contractors which we paid in
advance to utility providers. In 2018, 2019 and 2020, revenue from our other businesses amounted to
approximately RMB25.7 million, RMB41.6 million and RMB132.9 million (US$20.4 million), respectively,
representing approximately 0.5%, 0.5% and 1.3% of our total revenue for the same periods, respectively.

THE COVID-19 OUTBREAK

Since late 2019, a novel strain of coronavirus, or COVID-19, was reported to have spread throughout China
and globally. The Chinese central government and local governments have introduced various temporary
measures to contain the COVID-19 pandemic, such as quarantine measures and travel restrictions, which
could impact national and local economy to different degrees. The construction and sales activities of all of
our property projects were suspended from February 9, 2020 to March 10, 2020. In order to minimize the
impact on our sales activities to the extent possible, during the temporary closure of our sales offices, we
launched online marketing and sales campaign for our property projects, which allowed potential
homebuyers to, among others, view our property projects available for pre-sales virtually, gain relevant sales
information and communicate with the sales staff regarding the properties via an online platform or
telephone at all hours, and complete relevant forms and/or contracts for property purchase to the extent
possible. No material adverse effect on our operations and financial performance has been resulted from the
COVID-19 outbreak.

In response to the COVID-19 outbreak, we have implemented contingency plans and adopted enhanced
hygiene and precautionary measures in our daily operations. Specifically, (i) we strictly implement local
governments’ requirements on orderly resumption of construction and sales activities; (ii) we require all of
our employees to comply with local governments’ quarantine requirements; (iii) we purchase protective
materials, such as masks, ethanol hand wash and disinfectants, for our employees and conduct daily
temperature check; (iv) after sales and construction activities were resumed, we regularly sanitize our sales
offices, construction sites and other common areas; (v) we require all onsite personnel and visitors to wear
masks and maintain necessary distancing; and (vi) we pay attention to the collection of receivables and
payment of payables as well as actively explore external financing opportunities to ensure sufficient and
healthy cash flow.
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OWNED PROPERTIES FOR SELF-USE

As of December 31, 2020, we had a property of a total GFA of approximately 7,491.2 sq.m. which we

occupied mainly for our own use as offices.

LEASED PROPERTIES FOR SELF-USE

As of December 31, 2020, we leased 63 properties in 18 cities in China with a total GFA of approximately

17,883.1 sq.m., mainly for use as our office premises. Our leases generally have a term ranging from one to

five years, and we expect to renew the leases upon their expiry.

AWARDS AND RECOGNITIONS

Over the past years, we have received awards and recognitions from various industry associations,

government authorities and the public. The table below sets out certain of the awards and recognitions we

received in respect of our property development operations:

Year Award/Recognition Awarding Body
2020 Ranked 73rd among Top 200 Real Estate CRIC (. 5i)
Property Developers in China in terms of
contracted sales amount ([ J7 Hh 7 1> 3 8
Top 200PE1THH734%))
2020 China Real Estate Outstanding Award 2020 Guandian Index Academy (H#iE+5HAT 5T Br)
(202077 [ 4F BE i = ) 3 e £ 36)
2020 Best 100 of China Real Estate Developers China Real Estate Association and Shanghai
(2020 [ 5 Hi 7 B 35 > 3 7 ) E-House Real Estate Research Institute
2020 Best 10 of Steady Running of China Real China Real Estate Association and Shanghai
estate Developers (2020 B4 5 #hZE B #5 %  E-House Real Estate Research Institute
FafE A8 1058)
2019-  China Real Estate Annual Brand Award ('8  China Real Estate News Agency (95 5 Hb
2020 [ Ml 8 A B i LA ) ##1), China Real Estate Network (7 7 Hh
FE#9) and China Real Estate Re Search
Institute (H B 55 H 2 i AF 75 B
2019 China Star Real Estate Developer of 2019 China Real Estate Top 10 Research Team, a
(2019 H |2 J55 Ml 28 1 5 2 ) research center jointly set up by Enterprise
Research Institute, Development Research
Center of the State Council, Center for Real
Estate, Tsinghua University and China Index
Academy
2019 Outstanding Property Developer of Guangxi E-house China & CRIC (% J&« 5Ll %ii), News
Tk RN ) Channel of Guangxi TV (J& P4 &4 & i B 4H
#4) and Star Media Perfect Property (2% %
et FEH )
2019 Ranked third among the property developers CRIC (% 7 5i)
in Nanning in terms of contracted sales
amount of 2019 (2019%4F 7 %2 5 i 2 i 4
S PET RS = 40)
2019 Ranked third among the property developers CRIC (¢ 7fHi)

in urban areas of Zhangzhou in terms of
contracted sales amount of 2019 (20194F{&JH
7 1885 i 2 R R < Y 4 PEAT B 56 =40
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Year Award/Recognition Awarding Body
2018 Valued Corporate Brand of 2018 (2018 4F & The Fifth Summit of Valued Real Estate (58
B A )i 5 b EE (B (1% €), which was organized
by People.cn (A R4H)
2018 Corporation of Excellence of 2018 (2018 4F The Fifth Summit of Valued Real Estate
JEEFH ) which was organized by People.cn
2018 Best Condo Interior Design (Riil ABJESEH;  Property Guru

EIREAT PN

2018 Ranked second among the property E-House China and CRIC (% /& « 5. 17 %)
developers in Nanning in terms of contracted
sales amount of 2018 (20184F R 2= Hh &
eSS RN & PRATRE SR —40)

2018 Ranked first among the property developers E-House China and CRIC (5 /&« 5. %ir)

in urban areas of Zhangzhou in terms of

contracted sales amount of 2018 (20184F{&JH

T 5 2 M o B DA T 5 — 40
COMPETITION

The PRC real estate industry is highly competitive. As a real estate developer in China, we primarily
compete with other Chinese real estate developers focusing on the development of residential and
commercial properties in the PRC. We compete on many fronts, including product quality, service quality,
price, financial resources, brand recognition, ability to acquire land and other factors. Property developers
from the PRC and overseas have entered the property development markets in the regions and cities where
we have operated. The rapid development of these regions and/or cities in recent years has led to a
diminishing supply of undeveloped land in desirable locations in these regions and/or cities. Moreover, the
PRC government has implemented a series of policies to control the growth and curtail the overheating of,
and foreign investment in, the PRC property sector. We believe major entry barriers into the PRC property
development industry include a potential entrant’s limited knowledge of local property market conditions
and limited brand recognition in these markets. We believe that the PRC real estate industry still has a large
potential for growth. We believe that, with our solid experience in real estate development, our reputable
brand name and our effective management team, we are able to respond promptly and effectively to
challenges in the PRC property market.

INTELLECTUAL PROPERTY

We believe our brand “Dynasty” (“KXJE”) is well known and widely recognized in cities where we have
established market presence, such as Nanning, Changsha, Tianjin and Chongqing. We have built up our
brand primarily through consistent delivery of high-quality properties to our customers. We will use all
reasonable and proper measures to protect our proprietary rights with regard to intellectual property
developed in the process of our business development. As of December 31, 2020, we owned 150 trademarks
and three domain names which were registered in the PRC, and six trademarks which were registered in
Hong Kong. We rely to a significant extent on our brand name, “Datang Real Estate” (“KFEHLEE), in
marketing our properties but our business is otherwise not materially dependent on any intellectual property
rights. As of the date of this offering memorandum, we did not suffer from any infringement of our
intellectual property rights by any third parties or violate any intellectual property rights of third parties
which may materially and adversely affect our business.
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INSURANCE

We maintain insurances that we consider to be appropriate for our business operations and in line with the
industry norm. We normally do not maintain any insurance policies for our property development projects.
We generally require the contractors of our property development projects to maintain insurance policy for
construction in accordance with the contracting agreements. We have not maintained insurance in respect of
litigation risks, business termination risks and product liability, which are not required under the applicable
PRC laws and regulations. There is a risk that we may incur uninsured losses, damage or liabilities. See
“Risk Factors — Risks Relating to Our Business — Our insurance coverage may not sufficiently cover the
risks related to our business.”

HEALTH, WORK SAFETY, SOCIAL AND ENVIRONMENTAL MATTERS
Social, Health and Work Safety

In respect of social responsibilities, in particular health, work safety and social insurance, we have entered
into employment contracts with our employees in accordance with the applicable PRC laws and regulations.
We maintain social welfare insurance for our full-time employees in the PRC, including pension insurance,
medical insurance, occupational injury insurance, unemployment insurance and maternity insurance.

Our employee’s administrative measures (85 L&) contain policies and procedures regarding work
safety and occupational health issues. We provide our employees with necessary safety training, and our
construction sites are equipped with safety equipment including gloves, boots and hats. Our human resources
department and administrative department are responsible for recording and handling work accidents as well
as maintaining health and work safety compliance records.

As of the date of this offering memorandum, we did not encounter any material safety accident, there were
no material claims for personal or property damages, and no compensation was paid to employees in respect
of claims for personal or property damages related to safety accident.

Environmental Matters

We are subject to a number of environmental and safety laws and regulations in the PRC including the PRC
Environmental Protection Law ({H# A\ RILFNEHIREE{R7# %)), the PRC Prevention and Control of Noise
Pollution Law ({H#E A R A B BR 55 Mg V5 YL Bl 7775 )), the PRC Environmental Impact Assessment Law
(N RIL AN B BR 5 R 257 /875 )) and the Administrative Regulations on Environmental Protection for
Development Projects (% H H IR 5L -7 % HL571)). Pursuant to the applicable laws and regulations, we
have engaged independent third-party environmental consultants to conduct environmental impact
assessments at all of our construction projects, and such environmental impact assessments were
submitted to relevant governmental authorities for approval before commencement of development. Upon
completion of construction works, we are required to be examined by a third party designated by the
relevant governmental authorities and are subject to governmental authorities’ acceptance. Only property
development projects which have passed such examination and acceptance can be delivered.

Under our typical construction contracts, we require our contractors to strictly comply with relevant
environmental and safety laws and regulations. We inspect the construction sites regularly and require our
contractors to promptly rectify any default or non-compliance identified.

As of the date of this offering memorandum, we had not encountered any material issues in passing
inspections conducted by the relevant environmental authorities upon completion of our property
development projects. As of the date of this offering memorandum, no material fines or penalties were
imposed on us for non-compliance of PRC environmental laws and regulations.
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EMPLOYEES

As of December 31, 2020, we had a total of 2,592 employees. All of our employees are located in the PRC.
There had been no complaints or claims from employees that materially affected our operations. A
breakdown of our employees by function as of December 31, 2020 is set forth below:

Number of Percentage of
Function employees  total employees
Sales and customer service . . ......... ... ... 413 15.9%
Construction management/quality control . . ... .. ... ...... 462 17.8%
Finance . ... ... ... . ... 244 9.4%
Operation and investment . ... ... ................... 108 4.2%
Cost management and procurement . .. . ... ............ 166 6.4%
Human resources and administration . . ................. 159 6.1%
Commercial operations and management ... ............. 699 27.0%
Design . .. ... 109 4.2%
Management . . ... ... ... 46 1.8%
Others . ... .. . e 186 7.2%
Total .. ... ... . . . . 2,592 100.0 %

We believe that the successful implementation of our growth and business strategies relies on a team of
experienced, motivated and well-trained managers and employees at all levels. We generally recruit
employees from recognized universities, reputable property developer companies and large corporations in
the PRC. We provide our employees with orientation sessions and specialized skill training sessions on a
regular basis. Our training program, “Dynasty Army Program” (KJE#{H 51 #)), is especially designed for
our sales personnel. We invite our experienced sales personnel and external sales experts to conduct the
training sessions. We also tailor such training programs to sales personnel based on their level of experience.

We enter into individual employment contracts with our employees to cover matters such as wages, salaries,
benefits and terms for termination. We generally formulate our employees’ remuneration package to include
a salary, bonus and various allowances. In general, we determine employee salaries based on each
employee’s qualification, position and seniority. We have designed a periodical review system to assess the
performance of our employees, which forms the basis of our determination on salary raise, bonus and

promotion.

As required by PRC regulations, we make contributions to mandatory social security funds for the benefit of
our PRC employees that provide for pension insurance, medical insurance, unemployment insurance,
occupational injury insurance, maternity insurance and housing funds.

Our employees do not negotiate their terms of employment through any labor union or by way of collective
bargaining agreements. As of the date of this offering memorandum, no labor dispute had occurred which
materially and adversely affected or was likely to have a material adverse effect on our operations.

RISK MANAGEMENT
We believe that risk management is crucial to the success of any property developer in China. Key
operational risks that we face include changes in the political and economic conditions in China, changes in

the regulatory environment in China, availability of suitable land sites for developments at reasonable prices,
availability of financing to support our developments, ability to complete our development projects on time
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and competition from other property developers. In addition, we also face various financial risks. In
particular, we are exposed to interest rate, foreign exchange, credit and liquidity risks that arise in the
ordinary course of our business.

We embed a culture of compliance in the daily work routine of our employees through regular compliance
trainings, and set various expectations for our employees’ work performances in terms of compliance.

LEGAL PROCEEDINGS AND COMPLIANCE

We have been involved in legal proceedings or disputes in the ordinary course of business, including, but
not limited to, claims relating to disputes with our suppliers and disputes arising from property purchase
agreements with our customers. As of the date of this offering memorandum, we were not involved in any
litigation, arbitration or administrative proceedings, claims or disputes which had a material adverse effect
on our financial condition or results of operation.

Compliance with Laws and Regulations

As of the date of this offering memorandum, except for the non-compliance incidents as disclosed below, we
had complied with all the relevant and applicable PRC laws and regulations governing the business of
property development and management in all material respects, and we had obtained all material licenses,
permits and certificates for the purpose of operating our business.

In 2018, 2019 and 2020, certain of our subsidiaries were involved in the following non-compliance
incidents: (i) commencing construction works before obtaining the requisite work permits or approvals; (ii)
carrying out construction works that did not adhere to the requirements or specifications set out in the
relevant construction planning permits and/or other related planning approvals; (iii) delivering properties
without completing the relevant construction completion procedures; and (iv) publishing property
advertisements that did not comply with the relevant requirements of the PRC Advertising Law. Taking
into account that we have fully settled the fines and have fully rectified those non-compliance incidents and
enhanced our internal control measures. We are of the view that such non-compliance would not have a
material operational or financial impact on us.
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REGULATION
ESTABLISHMENT OF REAL ESTATE DEVELOPMENT ENTERPRISES

In accordance with the Law of the People’s Republic of China on the Administration of Urban Real Estate
(e N R LA B30 T 5 Mo ZE 45 #HYE D)) (the “Urban Real Estate Law”) (promulgated on July 5, 1994,
revised on August 30, 2007, August 27, 2009 and amended on August 26, 2019), real estate development
enterprises are defined as the enterprises that engage in real estate development and operation for the
purpose of making profits. In accordance with the Regulations on the Administration of Development and
Operation of Urban Real Estate ({3kifE HhjE B35 58& 5 #EH1)) (the “Development Regulations™)
(promulgated and implemented on July 20, 1998 by the State Council, revised on January 8, 2011, March
19, 2018, March 24, 2019, March 27, 2020 and latest amended on November 29, 2020), the establishment of
a real estate development enterprise shall, in addition to the conditions for the enterprise establishment
prescribed by relevant laws and administrative regulations, fulfill the following conditions: (i) the registered
capital shall be RMBI1 million or above; (ii) the enterprise shall employ no less than 4 full-time technical
personnel with certificates of qualifications of real estate specialty and construction engineering specialty
and no less than 2 full-time accountants with certificates of qualifications. People’s governments of
provinces, autonomous regions and centrally-administered municipalities may, based on the actual conditions
of the locality, set out more stringent requirements in respect of registered capital and technical
professionals.

Foreign Investment in Real Estate Development

On January 1, 2020, the Measures on Reporting of Foreign Investment Information ({71 4% & 15 5 5 ¥
%)) which was jointly issued by MOFCOM and State Administration for Market Regulation came into
effect and replaced The Provisional Measures for the Filing Administration of Establishment and Changes of
Foreign-Invested Enterprise (2018 Revision) ({IMEIHE AR FEa% 7 S5 B A 2245 B AT L (20184F-1&
1E))). Tt sets out the prescribed procedures for the establishment and modifications of foreign-invested
enterprise to be registered or filed with delegated commerce authorities through enterprise registration
system and specifies the procedures and requirements for online submission in detail.

The National People’s Congress issued Foreign Investment Law of the PRC ({1 # A\ R ILFNE AP &
%)) on March 15, 2019 (the “Foreign Investment Law”), the State Council released Regulation on the
Implementation of the Foreign Investment Law of the PRC ({1 A\ R A0 &1 i % & 5 B M5 491)) on
December 26, 2019, both of which came into effect on January 1, 2020 and replaced the Sino-Foreign
Equity Joint Venture Enterprise Law of the PRC ({1 #e A\ RILFIE oG GRS B2E1)), the Sino-
Foreign Cooperative Joint Venture Enterprise Law of the PRC ({H % A RALAN B H /MG VE L8 35 1L)),
the Wholly Foreign-Invested Enterprise Law of the PRC ({132 A RILFIE S & 3575 )) and their relevant
implementation measures or detailed rules, and became the legal foundation for foreign investment in the
PRC.

The Foreign Investment Law sets out the basic regulatory framework for foreign investments and
implements a system of pre-entry national treatment with a negative list for foreign investments, pursuant to
which (i) foreign natural persons, enterprises or other organizations (collectively, the “foreign investors”)
shall not invest in any sector forbidden by the negative list for access of foreign investment, (ii) for any
sector restricted by the negative list, foreign investors shall conform to the investment conditions provided in
the negative list, and (iii) sectors not included in the negative list shall be managed under the principle that
domestic investment and foreign investment shall be treated equally. The Foreign Investment Law also sets
forth necessary mechanisms to facilitate, protect and manage foreign investments and proposes to establish a
foreign investment information report system in which foreign investors or foreign-funded enterprises shall
submit the investment information to competent departments of commerce through the enterprise registration
system and the enterprise credit information publicity system.
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Under the Catalogue of Industries for Guiding Foreign Investment ((/MRi#%&EZEFEEE k)) (the
“Catalogue”) promulgated by MOFCOM and NDRC on March 10, 2015 and became effective on April 10,
2015, the construction of large-scale theme park falls within the category of industries in which foreign
investment is restricted; the construction of golf courses and villas falls within the category of industries in
which foreign investment is prohibited; and other real estate development falls within the category of
industries in which foreign investment is permitted. Pursuant to the amended Catalogue (the “Catalogue
(Edition 2017)”) promulgated by MOFCOM and NDRC on June 28, 2017 and became effective on July 28,
2017, the Special Management Measures (Negative List) for the Access of Foreign Investment (Edition
2018) (CHMPEHEE WA 5 I 45 PR A Bt (B I BE) (20184FfR) )) (the “Negative List (Edition 2018)”)
promulgated by the NDRC and the MOFCOM on June 28, 2018 and came into effect on July 28, 2018,
and the Special Management Measures (Negative List) for the Access of Foreign Investment (Edition 2019)
(CHPRE G HE AR A & B 1 (B T 75 ) (20194F-F) )) (the “Negative List (Edition 2019)”) promulgated
by MOFCOM and NDRC on June 30, 2019 and came into effect on July 30, 2019, real estate development
does not fall within the Negative List (Edition 2018) and the restrictive measures for construction of large-
scale theme park, golf courses and villas are equally applicable to domestic and foreign investment.
MOFCOM and NDRC promulgated the Catalogue of Industries for Encouraging Foreign Investment (Edition
2020) (KBS EHCE EZE H Bk (20204 /1) ) on December 27, 2020 and became effective since January
27, 2021 and the Special Management Measures (Negative List) for the Access of Foreign Investment
(Edition 2020) (K8 HEA SRR B (A T B) (20204FA%))) on June 23, 2020 and became
effective since July 23, 2020, both of which superseded the Catalogue (Edition 2017), the Negative List
(Edition 2018) and the Negative List (Edition 2019), while the policy for the real estate development
remains the same.

On July 11, 2006, the Ministry of Construction, the MOFCOM, the NDRC, the PBOC, the SAIC and the
SAFE jointly issued the Opinions on Regulating the Access and Administration of Foreign Investment in the
Real Estate Market (CBiA K305 M2 15 /N & WEA RN A B9 2 L)), amended on August 19, 2015, which
provides that: (i) foreign organizations and individuals who have established foreign-invested enterprises are
allowed to invest in and purchase non-owner-occupied real estate in China; while branches of foreign
organizations established in China are eligible to purchase commercial houses which match their actual
needs for self-use under their names; (ii) the registered capital of foreign-invested real estate 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 real estate 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 land administration department for the state-owned land use
right certificate; (iv) with respect to equity transfer and project transfer of a foreign-invested real estate
enterprise and the merger and acquisition of a domestic real estate 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. The investor concerned shall
submit a letter of guarantee on its promise to perform the Contract on the Transfer of State-owned Land Use
nght (1A -+ Hu 5 F #E 5 [F]), the License for the Planmng of Construction Land (#:5% F 8 #13FnT

i), the License for the Planning of Construction Projects (&% T2 & #F vl #%) etc., and shall submit the
Certificate for the Use of State-owned Land (B4 T Hbfi i1 #5), the documents certifying that the change of
registration has been filed with the relevant department in charge of construction (real estate) for record, and
the certification materials issued by the relevant taxation authority on the tax payment in relevance; (v)
foreign investors shall pay off all considerations for the transfer in a lump sum with their own funds if they
acquire Chinese real estate enterprises or any equity interest held by Chinese parties in Sino-foreign Equity
Joint Venture engaged in real estate industry.

On August 19, 2015, the Ministry of Housing and Urban-Rural Development of the People’s Republic of
China (the “MOHURD”), MOFCOM, NDRC, PBOC, SAIC and SAFE jointly promulgated the Circular on
Amending the Policies Concerning Access by and Administration of Foreign Investment in the Real Estate

Market (B 98 %8 55 Hb e T 35 /0 G HEA RIS B4 B IECR 9 48 %N )), which amended certain policies on
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foreign- invested real estate enterprises and property purchased by overseas organizations and individuals as
stated in the Opinions on Regulating the Access and Administration of Foreign Investment in the Real Estate
Market (B BLHEE 5 b i 5 S EHEA RS BLR L)) as follows, the requirements for the registered
capital of foreign- invested real estate enterprises shall follow the provisions in the Provisional Regulations
of the State Administration for Industry and Commerce on the Proportion of Registered Capital to Total
Amount of Investment of a Sino-foreign Equity Joint Ventures ({2 % Lii17TEUE M RBA oG E RS A
i E A BB G R LB B AT )) promulgated and became effective on March 1, 1987; the
requirement on full payment of registered capital of the foreign-invested real estate enterprises before
applying for domestic or foreign loans or foreign exchange loan settlement is canceled.

QUALIFICATIONS OF REAL ESTATE DEVELOPERS

In accordance with the Development Regulations, a real estate development enterprise shall, within 30 days
starting from the date of receipt of the business license, file the relevant documents for record to the real
estate development authorities located at its place of registration. The real estate development authorities
shall, on the basis of the assets, specialized technical personnel and business achievements, verify the class
of qualification of the real estate development enterprise in question. The real estate development enterprise
shall undertake real estate development projects in compliance with the verified class of qualification.
Relevant detailed rules shall be formulated by the department of the construction administrative of the State
Council.

Pursuant to the Regulations on Administration of Qualification of Real Estate Development Enterprises (/%
i 7E BB 2E B R A MR ZE ) (the “Circular 77”) promulgated on November 16, 1993 and amended on
March 29, 2000, May 4, 2015 and December 22, 2018, an enterprises engaged in real estate development
shall apply for the approval in accordance with the provisions of application for the enterprise qualification
classification. Enterprises that fail to obtain certificates of real estate investments shall not engage in the real
estate development business. Enterprises engaged in real estate development are classified into four
qualification classes: Class I, Class II, Class III and Class IV on the basis of their financial conditions,
experience in real estate development business, construction quality, the professional personnel and quality
control system etc.

Pursuant to the Circular 77, enterprises of various qualification classes shall engage in real estate
development and management projects within the approved scope of business and shall not undertake any
tasks which fall outside the approved scope of their own qualification classes.

LAND USE RIGHTS FOR REAL ESTATE DEVELOPMENT

All land in the PRC is either state-owned or collectively-owned, depending on the location of the land.
Where land in rural areas and suburban areas are legally owned by the State, the State holds ownership
rights. The State has the right to take its ownership of land or the land use rights in accordance with laws for
the reasons of public interest protection. In that event, compensation shall be paid by the State.

Although all land in the PRC is either state-owned or collectively-owned, individuals and entities may obtain
land use rights and hold such land use rights for development purposes. Individuals and entities may acquire
land use rights in different ways, the two most important ways are obtaining land grants from local land
authorities and land which is transferred from land users who have already obtained land use rights.

Land Grants

On April 12, 1988, the National People’s Congress (the “NPC”) passed an amendment to the Constitution of
the PRC ((*# A RILAIE %L )). 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
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December 29, 1988, the Standing Committee of the NPC also amended the Land Administration Law of the
People’s Republic of China (¥ A\ RILFIE - #Hi3 HEE)) to permit the transfer of land use rights for
value.

On May 19, 1990, the State Council enacted the Provisional Regulations of the People’s Republic of China
Concerning the Grant and Assignment of the Right to Use State-owned Land in Urban Areas ((*1%# A &3
R0 5] 31 L B A L e R RE L A G BT AT 1)), which was amended on November 29, 2020. These
regulations, generally referred to as the Urban Land Regulations, formalized the process of the grant and
transfer of land use rights for value.

Upon paying in full the land premium pursuant to the terms of the contract, a land-grantee may apply to the
relevant land bureau for the land use right certificate. In accordance with the civil Code of the People's
Republic of China ({13 A\ RILFNE [ 8)), which was promulgated by NPC on May 28, 2020 and came
into effect on January 1, 2021, replaced the Property Rights Law of the People’s Republic of China (%
N RSP HER)), the term of land use rights for land of residential use will automatically be renewed
upon expiry. The renewal of the term of land use rights for other uses shall be dealt with according to the
then-current relevant laws. In addition, if the State requests for the possession of land for public interest
during the term of the relevant land use rights, compensation shall be paid to the owners of residential
properties and other real estate on the land and the relevant land premium shall be refunded to them by the
State.

Land Grant Methods

Pursuant to PRC laws and the stipulations of the State Council, except for land use rights which may be
obtained through allocation, land use rights for property development are obtained through the grant from
government. There are two ways by which land use rights may be granted, namely by private agreement or
competitive processes (i.e., tender, auction or listing at a land exchange administered by the local
government).

As of July 1, 2002, the grant of land use rights by way of competitive processes is governed by the
Regulations on the Grant of Use Right of State-Owned Land by Bidding, Auction or Listing ({18 5E4f & ##
Jé R A 1 M B RERR XE ), issued by the Ministry of Land and Resources of the PRC on May 9, 2002
and revised as of September 28, 2007 with the name of Regulations on Granting State- Owned Construction
Land Use Right through Bidding, Auction and Listing (CHAFEHAE S 4 328 B A 2 s A o0 F RERL 2 )
(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 the certain piece of land,
shall be granted by way of competitive 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.

On May 11, 2011, the Ministry of Land and Resources promulgated the Opinions on Upholding and
Improving the System for the Transfer of Land by Bidding, Auction and Listing (B B2 550152 3% T HbiH
REHTIE H A SR I BE B B 5L )), which provides stipulations to improve policies on the supply of land
through public bidding, auction and listing, and strengthen the active role of land transfer policy in the
control of the real estate market.

On June 11, 2003, the Ministry of Land and Resources promulgated the Regulations on Grant of State-
Owned Land Use Rights by Agreement ({1l Z8EA T #ufd FARHERLE)) which became effective on
August 1, 2003, to regulate granting of land use rights by agreement when there is only one land use
applicant and the designated uses of which are other than for commercial purposes as described above. The
criteria on the Remising of State-owned Land Use Right by Agreement (For Trial Implementation) ({1
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FREE A - A I AERR ) (5047)) issued by the Ministry of Land and Resources on May 31, 2006 and came
into effect on August 1, 2006 further clarifies the specific due procedures ad requirements related to
remising of state-owned land use right by agreement.

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) ([ % ffi & it ¢ FR il F #1JE H H #% (2012
AEAR) )RR I IR H H 8% (20124F4%) ) %8 A1)) promulgated by the Ministry of Land and Resources
and NDRC in May 2012, the granted area of the residential housing projects shall not exceed (i) 7 hectares
for small cities and towns, (ii) 14 hectares for medium-sized cities, or (iii) and 20 hectares for large cities
and plot ratio which shall not be lower than 1.0.

Land Transfer From Current Land Users

In addition to a direct grant from the government, an investor may also acquire land use rights from land
users that have already obtained the land use rights by entering into an assignment contract with such land
users.

For real estate development projects, the Urban Real Estate Law requires that at least 25% of the total
amount of investment or development must have been carried out before an assignment can take place. All
rights and obligations of the current holder under a land grant contract will be transferred
contemporaneously to the assignee. Relevant local governments may acquire the land use rights from a
land user in the event of a readjustment of the use of land for renovating the old urban area according to city
planning. The land user will then be compensated for the loss of land use rights.

The PRC legal system is based on the PRC Constitution and is made up of written laws, regulations,
directives, local laws, laws of Special Administrative Regions and laws resulting from international treaties
entered into by the PRC government. Court verdicts do not constitute binding precedents. However, they are
used for the purposes of judicial reference and guidance.

The National People’s Congress of the PRC (“NPC”) and the Standing Committee of the NPC are
empowered by the PRC Constitution to exercise the legislative power of the State. The NPC has the power
to amend the PRC Constitution and enact and amend basic laws governing State agencies and civil and
criminal matters. The Standing Committee of the NPC is empowered to enact and amend all laws except for
the laws that are required to be enacted and amended by the full NPC.

The State Council is the highest organ of the State administration and has the power to enact administrative
rules and regulations. The ministries and commissions under the State Council are also vested with the
power to issue orders, directives and regulations within the jurisdiction of their respective departments. All
administrative rules, regulations, directives and orders promulgated by the State Council and its ministries
and commissions must be consistent with the PRC Constitution and the national laws enacted by the NPC.
In the event that a conflict arises, the Standing Committee of the NPC has the power to annul the conflicting
administrative rules, regulations, directives and orders.

At the regional level, the provincial and municipal congresses and their respective standing committees may
enact local rules and regulations, and the people’s governments may promulgate administrative rules and
directives applicable to their own administrative areas. These local laws and regulations must be consistent
with the PRC Constitution, national laws and the administrative rules and regulations promulgated by the
State Council.
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The State Council, provincial and municipal governments may also enact or issue rules, regulations or
directives in new areas of the law for experimental purposes. After gaining sufficient experience with
experimental measures, the State Council may submit legislative proposals to be considered by the NPC or
the Standing Committee of the NPC for enactment at the national level.

The PRC Constitution vests the power to interpret laws in the Standing Committee of the NPC. According to
the “Decision of the Standing Committee of the NPC Regarding the Strengthening of Interpretation of
Laws” (ZEANRMRTKEGHEHZ S GBI Nk E e T/ERM ) passed on June 10, 1981, the
Supreme People’s Court, in addition to its power to give general interpretation on the application of laws
in judicial proceedings, also has the power to interpret specific cases. The State Council and its ministries
and commissions are also vested with the power to interpret rules and regulations that they have
promulgated. At the regional level, the power to interpret regional laws is vested in the regional legislative
and administrative bodies which promulgate such laws.

DEVELOPMENT OF REAL ESTATE PROJECTS
Commencement of Real Estate Development Projects

According to the Urban Real Estate Law, those who have obtained the right of land use by the way of grant
for real estate development must develop the land in accordance with the land use and within the
construction period as prescribed in the grant contract. When the land user fails to commence development
after one year since the date of starting the development as prescribed by the grant contract, an idle land fee
no more than 20% of the land grant premium may be collected and when the land user fails to commence
development after two years, the right to use the land may be confiscated without any compensation, except
where the delays are caused by force majeure, the activities of government, or the delay in the necessary
preliminary work for starting the development.

Pursuant to the Measures on Disposal of Idle Land (<[H] & 1 Hh i B ##%)), which was promulgated on April
28, 1999 by the Ministry of Land and Resources 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 idle land is not commenced after one year of the
prescribed time prescribed in the land use right grant contract or allocation decision; or

. the development and construction of the state-owned idle 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.

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

Planning of Real Estate Projects

Under the Regulations on Planning Administration regarding Granting and Transfer of State- Owned Land
Use Right in Urban Area (<37 B A 3 (5 F A 1 SRR AR 81 B HE D) promulgated by the Ministry of
Construction on December 4, 1992 and amended on January 26, 2011, a real estate developer shall apply for
a License for the Planning of Construction Land (&% #b#i#|#F 7] #%) from the municipal planning
authority. After obtaining the License for the Planning of Construction Land, the real estate developer shall
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conduct all necessary planning and design works in accordance with relevant planning and design
requirements. A planning and design proposal in respect of the real estate 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 People’s Republic of China ({1 #E A RILFIEIRAEHIFN L)), which was issued on
October 28, 2007 and amended on April 24, 2015 and April 23, 2019, and a License for the Planning of
Construction Projects (% LFER#I#F 7] #) from the municipal planning authority should be obtained by
the real estate developer.

Construction Work Commencement License

The real estate developer shall apply for a Construction Work Commencement License (5 T2 T nJ
#) from the relevant construction authority in accordance with the Regulations on Administration
Regarding Permission for Commencement of Construction Works (CEEEE TREHE TFFnl & ML)
promulgated by the Ministry of Construction on October 15, 1999 and amended on July 4, 2001 and
June 25, 2014 and latest amended on March 30, 2021 by the MOHURD.

Acceptance and Examination upon Completion of Real Estate Projects

Pursuant to the Development Regulations, the Administrative Measures for the Registration Regarding
Acceptance Examination upon Completion of Buildings and Municipal Infrastructure ({5 /& & 5 i B &
Bl AR R T BRI 22 45 B )) 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 /=84 BUEBER il TF2% THEIHIE)) promulgated and
implemented by the MOHURD on December 2, 2013, upon the completion of a real estate development
project, the real estate development enterprise shall submit an application to the competent department of
real estate development of local government at or above the county level, where the project is located, for
examination upon completion of building and for filing purposes; and to obtain the Filing Form for
Acceptance and Examination upon Completion of Construction Project. A real estate project shall not be
delivered before passing the acceptance examination.

INSURANCE OF REAL ESTATE PROJECTS

There are no nationwide mandatory requirements in the PRC laws, regulations and government rules
requiring a real estate developer to maintain insurance for its real estate projects. According to the
Construction Law of the People’s Republic of China ({H3E A RILMEEZL)) promulgated by the
Standing Committee of the NPC on November 1, 1997 and became effective on March 1, 1998 and amended
on April 22, 2011 and April 23, 2019, construction enterprises shall maintain work injury insurance and pay
the insurance premium, while enterprises are encouraged to take up accident liability insurance for
employees engaged in dangerous operations and pay the insurance premium. In the Opinions of the Ministry
of Opinions on Strengthening the Insurance of Accidental Injury in the Construction Work (< HS B A I
RS R AME E R B TAER 5% 7)) promulgated by the Ministry of Construction on May 23, 2003, the
Ministry of Construction further emphasized the importance of the insurance of accidental injury in the
construction work and put forward the detailed opinions of guidance.

REAL ESTATE TRANSACTIONS
Sale of Commodity Properties

Under the Measures for Administration of the Sales of Commodity Properties ({7 it 5 5 & & HLHE)) (the
“Sale Measures”) promulgated by the Ministry of Construction on April 4, 2001 and became effective on
June 1, 2001, the sale of commodity properties includes both sales prior to and after the completion of the
properties.
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Pre-sale of Commodity Properties

Any pre-sales of commodity properties must be conducted in accordance with the Measures for
Administration of Pre-sales of Urban Commodity Properties ({37 b /5 /& 4 #HFE)) promulgated
by the Ministry of Construction on November 15, 1994, as amended on August 15, 2001 and July 20, 2004
(the “Pre-sales Measures”). The Pre-sales Measures provides that any pre-sales of commodity properties is
subject to specified procedures. If a real estate developer intends to sell commodity properties in advance, it
shall apply to the real estate administrative authority to obtain a pre-sales license.

Pursuant to the Urban Real Estate Law and the Pre-sales Measures, the proceeds from the pre-sales of
commodity properties shall be used to fund the development and construction of the corresponding projects.

Furthermore, under the Circular on Issues Concerning Further Strengthening the Supervision and
Administration of the Real Estate Market and Improving the Pre-sale System of Commodity Properties
(KB HE— 25 i s 1 7 v 45 B 38 58 35 7 i A3 B 7RG+l 5 R P4 R A 4 1)) (the “Pre-Sale  Circular”)
issued by the MOHURD on April 13, 2010, all proceeds from the pre-sales of commodity properties shall be
supervised and managed by relevant authorities so as to ensure that the proceeds to be used for the
development and construction of the corresponding projects. The proceeds from the pre-sales would be
allocated according to the construction progress, provided that adequate fund has been reserved to ensure the
completion and delivery of the projects.

Measures Regarding the Supervision and Use of Pre-sale Proceeds

The legal regime in relation to the pre-sale proceeds management in the PRC is twofold, including (i) the
applicable laws and regulations at the national level which set out the general principles and requirements;
and (ii) the applicable regulations at provincial, municipal and other local levels which set out more detailed
requirements.

Sales After Completion of Commodity Properties

Under the Sale Measures, commodity properties may be put to post-completion sale only when the following
conditions have been satisfied: (i) the real estate development enterprise offering to sell the post-completion
buildings shall have an enterprise legal person business license and a qualification certificate of real estate
development; (ii) the enterprise has obtained land use right certificates or other approval documents of land
use; (iii) the enterprise has obtained the Construction Project Planning License and the Construction Work
Commencement License; (iv) the commodity properties have been completed and been inspected and
accepted as qualified; (v) the relocation of the original residents has been well settled; (vi) 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 (vii) the property
management proposal has been completed.

The Provisions on Sales of Commodity Properties at Clearly Marked Price ({7 i 5 & 5 A AR EHLE )
was promulgated by the NDRC on March 16, 2011 and became effective on May 1, 2011. According to the
provisions, any real estate developer or real estate agency is required to mark the selling price explicitly and
clearly for both newly-built and second-hand commercial properties.

On February 26, 2013, the General Office of the State Council issued the Notice on Continuing the
Regulation of Real Estate Market (<[ i 4 485 50k 55 1o 7 T 85 i #2 TAE R #E%0)) which is intended to cool
down the property market and emphasize the government’s determination to strictly enforce regulatory and
macro-economic measures, which include, among other things, (i) restrictions on purchasing the real estate,
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(i1) increased down payment requirement for second residential properties purchase, (iii) suspending
mortgage financing for second or more residential-properties purchase and (iv) 20% individual income tax
rate applied to the gain from the sales of properties.

Property Mortgage

The mortgage of real estate in the PRC is mainly governed by the civil Code of the People's Republic of
China ({H#E A RILANE] L 88)) and the Measures for Administration of Mortgages of Urban Real Estate
(I 75 b s KR A BB D). According to these laws and regulations, land use rights, the buildings and
other real fixtures may be mortgaged. When a mortgage is created on the ownership of a building legally
obtained, a mortgage shall be simultaneously created on the use right of the land on which the building is
located. The mortgagor and the mortgagee shall enter into a mortgage contract in writing. A system has been
adopted to register the mortgages of real estate. After a real estate mortgage contract has been signed, the
contract parties shall register the mortgage with the real estate administration authority at the location where
the real estate is situated. If a mortgage is created on the real estate 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 (J5 EMIARERE) 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, MOHURD promulgated the
Administrative Measures for Commodity House Leasing ((FifhfE ZEFEEHAHL)) (the “New Lease
Measures”), which became effective on February 1, 2011, and replaces the Administrative Measures for
Urban House Leasing ({31 5 EH & M2 )). Pursuant to the New Lease Measures, parties thereto
shall register and file with the local property administration authority within thirty days after entering into
the lease contract. Non-compliance with such registration and filing requirements shall be subject to fines up
to RMB1,000 (individuals) and RMB1,000 to 10,000 (enterprises) provided that they fail to rectify within
required time limits. According to the Urban Real Estate Law, the land proceeds included in the rental
income derived from any building situated on allocated land where the land use rights have been obtained
through allocation, shall be turned over to the State.

Under the Civil Code of the People’s Republic of China ('3 A\ [RILFNE (% 84)), which was issued on
May 28, 2020 and became effective on January 1, 2021, the term of a leasing contract shall not exceed 20
years.

REAL ESTATE REGISTRATION

The Interim Regulations on Real Estate Registration ((/NH)E S FEE 1T#41)), promulgated by the State
Council on November 24, 2014 and became effective on March 1, 2015 and amended on March 24, 2019,
and the Implementing Rules of the Interim Regulations on Real Estate Registration (/)& & 50 & 1754
E a4 HI)) promulgated by the Ministry of Land and Resources on January 1, 2016 and amended on July
24, 2019, provide that, among other things, the State implements a uniform real estate registration system
and the registration of real estate shall be strictly managed and shall be carried out in a stable and
continuous manner that provides convenience for the people.
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REAL ESTATE FINANCING
Loans to Real Estate Development Enterprises

On August 30, 2004, the China Banking and Insurance Regulatory Commission (the “CBIRC”) issued a
Guideline for Commercial Banks on Risks of Real Estate Loans (P ZESRAT 5 M B3R M & B85 ).
According to this guideline, no loans shall be granted to projects which have not obtained requisite land use
right certificates, construction land planning licenses, construction work planning permits and construction
work commencement permits. The guideline also stipulates that bank loans shall only be extended to real
estate developers 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 China Banking Regulatory Commission (“CBRC”) issued the Notice
on Financially Promoting the Land Saving and Efficient Use (<[4 Rl fie 3 8 405 40 F i) 4 60 ))
which, among other things,

. restricts granting loans to real estate developers for the purpose of paying land grant premiums;
. provides that, for secured loans for land reserve, legal land use right certificates shall be obtained;
. the loan on mortgage shall not exceed 70% of the appraised value of the collateral, and the term of

loan shall be no more than two years in principle;

. provides that for the real estate developer who (i) delays the commencement of development date
specified in the land use right 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 real estate developer whose land has been idle for more than two years;
and
. prohibits taking idle land as a security for loans.

On September 29, 2010, the PBOC and the CBIRC jointly issued the Notice on Relevant Issues Regarding
the Improvement of Differential Mortgage Loan Policies (CBiA5¢%E 2 AL AR 5 15 S BOR A B M r) i
1)), which restricts the grant of new project bank loans or extension of credit facilities for all property
companies with non-compliance records regarding, among other things, holding idle land, changing land use
and nature of the land, postponing construction commencement or completion, or hoarding properties.

On December 28, 2020, PBOC and CBRC jointly promulgated the Notice of the People’s Bank of China
China Banking and Insurance Regulatory Commission on the Establishment of a Concentration Management
System for Real Estate Loans by Banking Financial Institutions (" [E A FERFT A B $R4T OB s B M &
BB B ST SRAT 2 4 TR B b 7 AR T R BRI E N )), effective on January 1, 2021, which
requires a PRC financial institution (excluding its overseas branches) to limit the amount of real estate loans
and personal housing mortgage loans it lends to a proportion calculated based on the total amount of RMB
loans extended by such financial institution. A relevant financial institution will have a transition period of
two years or four years to comply with the requirements depending on whether such financial institution
exceeded 2% of the legal proportion based on the statistical data relating to such financial institution as of
December 31, 2020. Under the notice, PBOC and CBRC will have the authority to take measures such as,
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among other things, imposing additional capital requirements on and reallocating the weight adjustments
relating to the risk of real estate assets for financial institutions that fail to rectify the proportion
requirements within a certain period.

Trust Loan

On March 1, 2007, The Measures for Administration of Trust Companies (<<1§§£/A\E| %@%ﬁfi%, which
was promulgated by the CBIRC on January 23, 2007, came into effect. For the purposes of these measures,
“Trust Company” shall mean any financial institution established pursuant to the PRC Company Law and
the Measures for Administration of Trust Companies, and that primarily engages in trust activities.

From October 2008 to November 2010, the CBIRC issued several regulatory notices in relation to real estate
activities conducted by Trust Companies, including a Circular on Relevant Matters Regarding Strengthening
the Supervision of the Real Estate and Securities Businesses of Trust Companies (B N5 15 582 7 55 H
FE ~ RS ES ELE A B E A SN)), promulgated by the CBIRC on October 28, 2008 and became
effective on the same date, pursuant to which Trust Companies are restricted from providing trust loans, in
form or in nature, to property projects that have not obtained the requisite land use right certificates,
construction land planning licenses, construction work planning licenses and construction work
commencement licenses and the property projects of which less than 35% of the total investment is
funded by the real estate developers’ own capital, then 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 (€A % [E & & e % &
THH & A4 7|48 1)) issued by the State Council on May 25, 2009, and then the 30% requirement was
changed to 25% for other property projects as provided by the Notice of the State Council on Adjusting and
Improving the Capital System for Fixed Assets Investment Projects (<[E%5 B B i o % il 58 35 [ 8 B B 1&
THH & AR 4| B4 1)) issued by the State Council and became effective on September 9, 2015.

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 (BB Hess Hi #8733k i 5 (E @ R E ARG HD), 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 house 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% from 30% and also provides that the applicable interest 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, the prices are rapidly high and
housing supply is insufficient.

The Notice on Certain Matters Concerning Individual Housing Loan Policies (Bl AAE 7 S5 EUR A B
M E A 4 F1)) promulgated by PBOC, MOHURD and CBIRC 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 house, the minimum down
payment shall be 20% of the house price; for working households that have contributed to the housing
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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 (i #E— 5583 2 AL A 7 15 S BOR A B
R EN)) issued by PBOC and CBIRC 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 his/her 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 CBIRC local
office.

The Notice on Adjustments in Respect of Certain Matters Concerning Individual Housing Loan Policies ({F
T RN A 5 B A B R Y48 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 and 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.

ENVIRONMENTAL PROTECTION

The laws and regulations governing the environmental requirements for real estate development in the PRC
include the Environmental Protection Law of the People’s Republic of China ({H#E A R0 E BR 35 1
%)), the Prevention and Control of Noise Pollution Law of the People’s Republic of China (% A R ILH
B BR 4 A V5 JL Bl i1 )), the Environmental Impact Assessment Law of the People’s Republic of China
(CHp e N RILFN B 3R B 52 255718 7% )) and the Administrative Regulations on Environmental Protection for
Development Projects (&% IH H R 5 (R 7€ 4 HL65])). 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 and the construction unit will also inspect the property to ensure compliance with the applicable
environmental standards and regulations before the property can be delivered to the purchasers.

FIRE PREVENTION MANAGEMENT
According to the Fire Prevention Law of the People’s Republic of China ({H3E A F A E 1 B %))

promulgated by the Standing Committee of the NPC on April 29, 1998 and became effective on September
1, 1998, later amended on October 28, 2008 and became effective on May 1, 2009, and latest amended on
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April 23, 2019 and became effective on the same day, fire prevention facilities design and works for
construction projects shall conform to State’s fire prevention technical standards for engineering
construction.

CIVIL AIR DEFENSE PROPERTY

Pursuant to the PRC Law on National Defense ({1 A RILFNEI %)) promulgated by the NPC on
March 14, 1997, as amended on August 27, 2009 and December 26, 2020, national defense assets are owned
by the state. Pursuant to the PRC Law on Civil Air Defense ((H#E A RILFE AR FjZ27%)) (the “Civil
Air Defense Law”), promulgated by the NPC 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 the construction of civil air defense property and investors in civil air defense are permitted to use,
manage the civil air defense property in time of peace and profit therefrom. However, such use must 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 for Developing and Using
the Civil Air Defense Property at Ordinary Times ({ARPGZE TREV-REBAEERHETHELD)) and the
Administrative Measures for Maintaining the Civil Air Defense Property (¢ AR Py%s TRE4E S FRHEL)),
which specify how to use, manage and maintain the civil air defense property.

MEASURES ON STABILIZING HOUSING PRICES

The Notice on Adjusting the Business Tax Policies Concerning Transfer of Individual Housing (<[ &%
B P e SERLBUR Y48 1)) promulgated by the Ministry of Finance of the People’s Republic of
China (the “MOF”) and the State Taxation Administration (the “SAT”) on March 30, 2015 and became
effective on March 31, 2015 provides that where an individual sells a property purchased within two years,
business tax shall be levied on the full amount of the sales income; where an individual sells a non-ordinary
property that was purchased more than two years ago, business tax shall be levied on the difference between
the sales income and the original purchase price of the house; the sale of an ordinary residential property
purchased by an individual more than two years ago is not subject to such business tax.

The Notice of the Ministry of Finance, the State Administration of Taxation and the Ministry of Housing
and Urban-Rural Development on Adjusting the Preferential Policies on Deed Tax and Business Tax during
Real Estate Transactions ({HFECER B RS ~ A5 IR B B A B P b 7 58 ) BRI B -
HERVE E BRI AD) (the “Notice”) promulgated on February 17, 2016 and became effective on February
22, 2016 provides that: (i) in the case of an one-and-only household residential property purchased by
individuals (family members shall include the buyer, his/her spouse and underage children, same
hereinafter), where the area is 90 sq.m. or below, deed tax shall be levied at the reduced rate of 1%; where
the area exceeds 90 sq.m., deed tax shall be levied at the reduced rate of 1.5%; and (ii) the purchase of a
second house by an individual for making house improvements for his/her family is subject to deed tax at a
reduced rate of 1% if the area of the house is 90 sq.m. or less, or 2% if the area is over 90 sq.m. Meanwhile,
the Notice specifies that the sale of a house that has been purchased by an individual for less than two years
is subject to business tax at a full rate; and the sale of a house that has been purchased by an individual for
two years or more is exempted from business tax. In addition, the Notice stresses that certain preferential
business tax policies shall not apply to Beijing Municipality, Shanghai Municipality, Guangzhou City and
Shenzhen City for the time being.

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 (CHE 55308 EE s AT ~ [0 - U R BR A on o 22 S0 55 ) M A M JHLRI G #2247 B AR 1Y
/1)) (promulgated and implemented on April 1, 2017 by Ministry of Land and the MOHURD), in cities
featuring obvious contradiction between the supply of and demand for housing or under pressure due to
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increasing housing prices and more housing land, in particular the land for ordinary commercial houses,
shall be supplied to a reasonable extent, and the housing land supply shall be reduced or even suspended in
cities requiring a lot of destocking of real estate. All the local authorities shall build a land purchase money
inspection system to ensure that the real estate developers use their own legal funds to purchase land.

Pursuant to the Notice of MOHURD on Further Improving the Management and Control over the Real
Estate Market (<7 3 A0 2 5 30 [ I 4 — 25 ey b 2 v 45 48 LA AL R REL A% 48 1)) promulgated and
implemented on May 19, 2018 by the MOHURD, all regions shall take practical measures to achieve targets
of stabilizing housing prices, controlling rents, reducing leverage, preventing risks, adjusting structure, and
stabilizing expectations, support rigid housing demands, and resolutely curb property speculation. It is
necessary to improve the supply mode of commercial houses land and establish a linkage mechanism for
land price and house price so as to prevent land prices from pushing up house prices. In key cities, the
proportion of residential land should be enhanced and it is suggested that residential land represent at least
25% of land set aside for urban development.

FOREIGN CURRENCY EXCHANGE

The principal regulations governing foreign currency exchange in the PRC are the Foreign Exchange
Administrative Regulations ({ZM#EEFEH)) (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 SAFE is
obtained.

Pursuant to the Circular of the State Administration of Foreign Exchange on Issues concerning Foreign
Exchange Administration over the Overseas Investment and Financing and Round-trip Investment by
Domestic Residents via Special Purpose Vehicles (K[54 P oy B i B A0 s B8 8 e 7k H B9 2 m] 85 40
PG SR AR SN A B M RE ) Z8 K1) (the “SAFE Circular No. 37”), promulgated by SAFE and
which became effective on July 4, 2014, (a) a PRC resident (the “PRC Resident”) shall register with the
local SAFE branch before he or she contributes assets or equity interests in an overseas special purpose
vehicle (the “Overseas SPV”), that is directly established or controlled by the PRC Resident for the purpose
of conducting investment or financing; and (b) following the initial registration, the PRC Resident is also
required to register with the local SAFE branch for any major change, in respect of the Overseas SPV,
including, among other things, a change of the Overseas SPV’s PRC Resident shareholder(s), name of the
Overseas SPV, term of operation, or any increase or reduction of the Overseas SPV’s registered capital,
share transfer or swap, and merger or division. Pursuant to SAFE Circular No. 37, failure to comply with
these registration procedures may result in penalties.

Pursuant to the Circular of the State Administration of Foreign Exchange on Further Simplifying and
Improving the Direct Investment-related Foreign Exchange Administration Policies (<[ — 5 fifj{b Foi
EE R IRCE SN FLEUCR Y4 K1) (the “Circular 13”), which was promulgated on February 13, 2015 and
with effect from June 1, 2015, the foreign exchange registration under domestic direct investment and the
foreign exchange registration under overseas direct investment are directly reviewed and handled by banks
in accordance with the Circular 13, and the SAFE and its branches shall perform indirect regulation over the
foreign exchange registration via banks.
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TAXES
Enterprise Income Tax

According to the EIT Law which was promulgated on March 16, 2007 and amended on February 24, 2017
and December 29, 2018, a unified income tax rate of 25% will be applied towards foreign investment and
foreign enterprises which have set up institutions or facilities in the PRC as well as PRC enterprises. Under
the EIT Law, enterprises established outside of China whose “de facto management bodies” are located in
China are considered “resident enterprises” and will generally be subject to the unified 25% enterprise
income tax rate as to their global income.

Furthermore, pursuant to the EIT Law and the Implementation Rules on the Enterprise Income Tax ({{>3
Fr AR BLIL B 5 4)) which was promulgated on December 6, 2007 and with effect from January 1, 2008
and amended on April 23, 2019, a withholding tax rate of 10% will be applicable to any dividend payable by
foreign-invested enterprises to their non-PRC enterprise investors. 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 (€ [Ayb N Ay 55 Al 47 IR [ B A By 15 2 4 B8 B B40BE A B LE T T Bl
M4 HE)) signed on August 21, 2006 and applicable in Hong Kong to income derived in any year of
assessment commencing on or after April 1, 2007 and in mainland China to any year commencing on or
after January 1, 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 the State Administration of Taxation, or SAT on issues regarding
the Administration of Dividend Provisions in Tax Treaties ({2815 48 J= B A 4T B 19 2 I B
B [H] %8 F1)), 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 Announcement of the State Administration of Taxation on Issues concerning the “Beneficial Owner” in
Tax Treaties (€[ P55 A8 7 B A B U 1A 2 [ 52 22 BT A N 1A BA R RE D A 45 )) promulgated on February 3,
2018 and became effective on April 1, 2018, defined the “beneficial owner” as a person who owns or
controls income or the rights or property based on which the income is generated, 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 S8 %5 48 =) B it 85 i < IE
JE R ANBLN 2 Bl 2 Rl A BLIRE S /A 45)), effective on November 1, 2015 and amended on June
15, 2018, and October 14, 2019, which will come into effect on January 1, 2020 which applies to
entitlement to tax treaty benefits by non-resident taxpayers incurring tax payment obligation in the PRC.
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.
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Value-added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (€ #E A R A0 B0 4 (B BT 174
1)) promulgated on December 13, 1993 revised on February 6, 2016 and last amended on November 19,
2017 and its implementation rules, all entities or individuals in the PRC engaging in the sale of goods, the
provision of processing services, repairs and replacement services, the sale services, intangible assets,
immovables, and the importation of goods are required to pay value-added tax (the “VAT”).

Pursuant to the Announcement of the SAT on Promulgating the Interim Administrative Measures for the
Collection of Value-added Tax on the Sale of Self-developed Real Estate Projects by Real Estate Developers
(K1 ZR 0 5 4 B A < 5 3t P 8 A SE B 80 47 B 38 10 5 Mt 7 L ) 3 (BB A0 A B AT ki > 1
#)) which was promulgated on March 31, 2016 and with effect from May 1, 2016 and amended on June
15, 2018, real estate developer shall pay VAT for the sales of its self- developed real estate project.

Circular regarding the Pilot Program on Comprehensive Implementation of VAT from Business Taxes
Reform (€ [B 7 2 T 4 BH 42 SE B s BOM (HRL A B 48 A0 )), promulgated by Ministry of Finance and the
SAT on March 23, 2016, effective on May 1, 2016 and amended by Notice on Pilot Policies of Levying
VAT in Lieu of Business Tax for Construction Services and Other Sectors (€ [Bf 8 58 IR 155 45 42 Plo i w25 1B
FEH)FEHN)) on July 11, 2017 and Announcement on Policies to Deepen VAT Reform (B i AL 3 (E L 2k
B BBOR I A4 )) on March 20, 2019 provides that upon approval by the State Council, the pilot
program of replacing business tax with VAT shall be implemented nationwide effective from May 1, 2016
and all business tax payers in construction industry, real estate industry, finance industry and consumer
service industry, etc. shall be included in the scope of the pilot program and pay VAT instead of business
tax. According to the appendix of this notice, entities and individuals engaging in the sale of services,
intangible assets or real property within the territory of the People’s Republic of China shall be the
taxpayers of VAT and shall, instead of business tax, pay VAT. The sale of real property and the secondhand
housing transaction shall adopt this notice as well. Under the Decision of State Council on Abolition of the
Provisional Regulations of the People’s Republic of China on Business Tax and Revision of the Provisional
Regulations of the People’s Republic of China on VAT ([B7H5 b BE % 8% 1E <7 38 A R LA 50 75 2E RGBT A T4
B> FAAE Bl < Hh 3 N B LN (B B4 (BB B AT W 191> A P %€ )) which was promulgated on November 19, 2017
and came into effect on the same day, business tax is officially replaced by VAT.

Land Appreciation Tax

Under the Interim Regulations on Land Appreciation Tax of the PRC ({3 A R A B + b 30 (B BT 1 706
1)) promulgated by the State Council on December 13, 1993 and last amended on January 8, 2011 as well
as its implementation rules issued on January 27, 1995 (€3 A 0B -+ 34 (BB BT 17 16 491 B mt 4 1)),
land appreciation tax is payable on the appreciation value derived from the transfer of State-owned land use
rights and buildings or other facilities on such land, after deducting the deductible items.

LABOR PROTECTION

Pursuant to the Labor Law of the PRC ({1 % A\ R ILFI B 45 )% )) and the Labor Contract Law of the PRC
(P EE N RILANE 45 8) AR 15 )) which were separately with effect from January 1, 1995 (latest 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 (H'#E A\ R ALFNE 41 & fRFR %)) which was promulgated
on October 28, 2010 and with effect from July 1, 2011 and latest amended on December 29, 2018,
employees shall participate in basic pension insurance, basic medical insurance and unemployment
insurance. Basic pension, medical and unemployment insurance contributions shall be paid by both
employers and employees. Employees shall also participate in work-related injury insurance and maternity
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insurance. Work-related injury insurance and maternity insurance contributions shall be paid by employers
rather than employees. An employer shall make registration with the local social insurance agency in
accordance with the provisions of the Social Insurance Law of PRC. Moreover, an employer shall declare
and make social insurance contributions in full and on time. Pursuant to the Regulations on Management of
Housing Provident Fund ({f£J5 AR5 &% #EH])) which was promulgated on April 3, 1999 and amended
on March 24, 2002 and March 24, 2019, employers shall undertake registration at the competent
administrative center of housing provident fund and then, upon the examination by such administrative
center of housing provident fund, undergo the procedures of opening the account of housing provident fund
for their employees at the relevant bank. Enterprises are also obliged to timely pay and deposit housing
provident fund for their employees in full amount.

INTELLECTUAL PROPERTY RIGHTS
Regulations on Trademarks

The Trademark Law of the PRC ({1 #E A\ [ ALFN B 155 )) was promulgated in August 1982 and amended
on February 22, 1993, October 27, 2001, August 30, 2013, and latest amended on April 23, 2019 and came
into effect on November 1, 2019) and Implementation Regulations on the Trademark Law of the PRC ({*"
e N R AL AN B P AL B hE 16 1)) was promulgated on August 3, 2002 by the State Council and amended on
April 29, 2014. These laws and regulations provide the basic legal framework for the regulations of
trademarks in China. In China, registered trademarks include commodity trademarks, service trademarks,
collective marks and certificate marks.

Regulations on Domain Names

The Administrative Measures on Internet Domain Names (¢ E 483842 & FHEL)) was promulgated by the
Ministry of Industry and Information Technology of the PRC on August 24, 2017 and became effective on
November 1, 2017. These measures regulate the registration of domain names in Chinese with the Internet
country code of “.cn”. A series of rules including the Measures on China ccTLD Dispute Resolution ({8 %
TE AR 22 Sk il 1% ) were promulgated by the China Internet Network Information Center on June 18,
2019 and became effective on the same date. These rules require domain name disputes to be submitted to
institutions authorized by the China Internet Network Information Center for resolution.

Regulations on Copyright

The Copyright Law of the People’s Republic of China ('3 A\ R ILFEEEHEIL)) was promulgated on
September 7, 1990 and then took effect on June 1, 1991 and was last amended on November 11, 2020 and
will take effect on June 1, 2021, provides that Chinese citizens, legal persons, or other organizations shall,
whether published or not, own copyright in their copyrightable works, which include, among others, works
of literature, art, natural science, social science, engineering technology and computer software.
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RELATED PARTY TRANSACTIONS

The following discussion describes certain material related party transactions between us or our consolidated
subsidiaries and our directors, executive officers and principal shareholders and, in each case, the companies
with whom they are affiliated. Each of our related party transactions was entered into in the ordinary course
of business, on fair and reasonable commercial terms, in our interests and the interests of our shareholders.

The table below sets forth certain material transactions between us and our related parties during the year
ended December 31, 2018, 2019 and 2020:

Year ended December 31,

2018 2019 2020
(RMB’000) (RMB’000) (RMB’000) (USD’000)
(unaudited)

Entities controlled by the Ultimate

Controlling Shareholder
Rental income . .............. 6,469 6,851 3,480 533
Purchases of materials and services . . 67,250 58,977 — —
Purchase of property management

services - - 62,125 9,521
Purchase of architectural design

services — - 3,272 501
Purchase of advertising services - - 8,396 1,287
Contribution of surplus cash at de-

registration of an associate . . . . . . — - 13,316 2,041
Waiver of dividends . . . ... ...... - - 12,619 1,934
Key management of the Company
Transfer equity interests in a project

COMPANY . . . . o oo ovove - 36,416 - -
Sale of properties . . . ... ........ - - 1,416 217
Joint Ventures
Sales of materials . . . ... ........ 2,860 4,306 2,863 439
Provide project management services . - 1,892 7,449 1,142
Associates
Loans provided to an associate . . . . . 182,059 - - -
Interest income . . . .. ... ....... 7,399 - - -
Provide project management services . - 5,582 62,105 9,518
Purchase of project management

services - - 1,985 304
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PRINCIPAL SHAREHOLDERS

As of the date of the offering memorandum, so far as the directors are aware, the following persons or
institutions had an interest of 5% or more in the Share or underlying Shares of the Company which would
fall to be disclosed to the Company under section 336 of the Securities and Futures Ordinance (Cap. 571) of
Hong Kong (the “SFO”):

Percentage of
Number of Issued Voting

Name of Substantial Shareholder Nature of Interest Shares Shares
Good First Holding Limited Interest in controlled corporation 777,879,000 57.05%
Wong Hei Interest in controlled corporation 777,879,000 57.05%
Dynasty International Co. Ltd. Interest in controlled corporation 727,273,000 53.34%
Dynasty International Holding Co., Ltd. Interest in controlled corporation 727,273,000 53.34%
Good First International Holding Limited Interest in controlled corporation 727,273,000 53.34%
MeiDi Investment Holding Limited” Beneficial owner 212,121,000 15.56%
Wu Di Interest in controlled corporation 212,121,000 15.56%
Xiamen International Trade Holding Interest in controlled corporation 82,501,000 6.19%

Group Co., Ltd.
(L0 2 A AR I A PR A )

Chongging International Trust Co., Ltd. Interest in controlled corporation 82,501,000 6.19%
(B B R 15 RE R I PR 2 )

Note:

(1) MeiDi is wholly-owned by Mr. Wu Di. By virtue of the SFO, Mr. Wu Di is deemed to be interested in the Shares
MeiDi is interested in.

— 133 —



DIRECTORS AND SENIOR MANAGEMENT
BOARD OF DIRECTORS
Our Board currently consists of seven Directors, comprising four executive Directors and three independent

non-executive Directors. The following table sets out certain information in respect of our Directors and
members of our senior management:

Name Age Position

Wu Di (5) 55 Executive Director, chairman of our Board
Hao Shengchun (FB8E5%) 46 Executive Director and president

Tang Guozhong (/i [ 5i) 46 Executive Director and joint company secretary
Zhang Jianhua (5RZ%E) 68 Executive Director

Qu Wenzhou (Ji& 3CH) 48 Independent non-executive Director

Xin Zhu (3EEE) 52 Independent non-executive Director

Tam Chi Choi FEZEA) 56 Independent non-executive Director

Executive Directors

Mr. Wu Di (33l1), aged 55, was appointed as our Director on December 14, 2018 and was appointed as the
chairman of our Board and redesignated as our executive Director on November 11, 2019. Mr. Wu joined
our Group in January 2011 as the president of Xiamen Datang and has since then been responsible for the
overall strategic development and major business decisions of our Group. Mr. Wu currently holds
directorships in various subsidiaries of our Group, including Xiamen Datang, Zhangzhou Datang and
Zhangzhou Xindi.

Mr. Wu has over 20 years of experience in real estate industry. Mr. Wu joined Fuxin Group as a president in
January 2003, and since January 2016, has been the chairman of the board of directors of Fuxin Group and
he is primarily responsible for overall strategic planning. Since October 1993, Mr. Wu has been working at
Xiamen Fuxin, a company primarily engaged in property development in the PRC with all of its property
development projects completed and/or delivered in July 2010. Since June 2012, he has been a non-
executive director of China Minsheng Banking Corp., Ltd. (4 RAE 84T A FR 22 F]), the A shares and
H shares of which are listed on the Shanghai Stock Exchange (stock code: 600016) and the Main Board of
the SEHK (stock code: 01988), respectively. Since January 2011, he has been a director of Hangzhou United
Rural Commercial Bank Co., Ltd (WU & A i SE R T A BR A 7).

Mr. Hao Shengchun (#B;#), aged 46, was appointed as our executive Director on November 11, 2019
and is responsible for assisting in the overall strategic development, operational planning and daily operation
of our Group. Mr. Hao joined our Group in January 2011 as an assistant to the president of Xiamen Datang,
and was promoted to vice president and executive vice president in January 2013 and July 2014,
respectively. Mr. Hao was appointed as the president of our Group in January 2015.

Mr. Hao has over 20 years of experience in real estate industry. From March 2003 to January 2011, Mr. Hao
worked at Xiamen Xindi, where he last served as a vice president and was primarily responsible for the cost
management, engineering technology and marketing operations. From August 2000 to March 2003, Mr. Hao
worked at South Asia Real Estate Holding Co., Ltd. (P4 i Hh 2 5 [E 4 BR/A ), a property developer, as a
civil engineer where he was primarily responsible for the on-site management of its property development
projects. From July 1996 to August 2000, Mr. Hao worked at the China Construction Fifth Engineering
Bureau the Second Construction and Installation (Hunan) Co., Ltd. (‘W& F.JR%H @248 ) A #),
where he last served as deputy project manager and was primarily responsible for its project management,
cost management and on-site construction management.
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Mr. Tang Guozhong (J}BI#¥), aged 46, was appointed as our executive Director on November 11, 2019,
and is primarily responsible for securities management, risk management and public relations management
of our Group. Mr. Tang joined our Group in January 2011, served as a vice president of Xiamen Datang.
Mr. Tang has over 20 years of experience in the real estate industry. From July 1999 to December 2000, Mr.
Tang served as a deputy manager of the finance department of Xiamen Fuxin, and was responsible for its
financial management. From January 2001 to January 2011, Mr. Tang worked at Fuxin Group, where he last
served as a financial controller and was primarily responsible for its financial management.

Ms. Zhang Jianhua (R ), aged 68, was appointed as our executive Director on November 11, 2019 and
is responsible for human resources management of our Group. Ms. Zhang joined our Group in January 2011,
served as a vice president of Xiamen Datang and she became a director of Xiamen Datang in January 2016.
Ms. Zhang has over 25 years of experience in real estate industry. Ms. Zhang served as a vice president of
Fuxin Group from May 1995 to October 2019 and was primarily responsible for its human resources
management. From December 1993 to January 2011, Ms. Zhang served as a deputy general manager and
director of Xiamen Fuxin.

Independent Non-executive Directors

Mr. Qu Wenzhou (J3C#), aged 48, was appointed as our independent non-executive Director on
November 20, 2020 and is responsible for providing independent advice on the operations and management
of our Group. Mr. Qu is currently the dean of the Jinyuan Institute for Financial Studies (4 [EIf%Bx),
professor of the School of Management, and the head of Business Administration Education Center of
Xiamen University (J&F]K%£) in the PRC.

Mr. Qu started to work at Xiamen University in the PRC as an associate professor in 2005 and became a
professor in 2007. Mr. Qu has been a member of the Chinese Institute of Certified Public Accountants since
November 2003 and a chartered financial analyst authorized by the Chartered Financial Analyst Institute
since November 2004.

Ms. Xin Zhu (32%k), aged 52, was appointed as our independent non-executive Director on November 20,
2020. Ms. Xin is primarily responsible for providing independent advice on the operations and management
of our Group.

Ms. Xin has over 15 years of experience in the accounting industry as well as executive management in
public companies. From February 2001 to February 2006, Ms. Xin worked at Guangdong Holdings Limited
(R B I SE B A FR/A F]), a company engaged in infrastructure development, manufacturing and real
estate, where she last served as a deputy general manager of finance department of the group and financial
controller of its subsidiary, Shenzhen Kingway Brewery Holdings Limited (G345 Jak M7 4 8] 4 BR A 7)),
where she was responsible for the financial management of the group and ERP Informationization
Construction. From February 2006 to June 2008, she worked in Hopson Development Holdings Limited (5
AR REE AR/ (a company listed on the Main Board of the SEHK, stock code: 754), a property
developer, where she last served as a vice president, and was primarily responsible for financial
management, financing and fund management. From July 2008 to June 2014, she worked in China Aoyuan
Group Limited (H [2] B [& £ [8] 5 {5 A FR 22 7)) (previously known as China Aoyuan Property Group Limited
(H 12 B[ b 72 4 18 103 A BRZA /1)), a company listed on the Main Board of the SEHK, stock code: 3883),
a property developer, with her last concurrent positions held as an executive director and executive vice
president, and was primarily responsible for financial management, fund management and internal auditing.
She was also involved in review, discussion and decisions making of land acquisition when she worked at
China Aoyuan Group Limited. From July 2014 to March 2015, she served as the chief financial officer of
Logan Property Holdings Company Limited (FEJ%:H1 & #4 4A BR /2 F]) (a company listed on the Main Board
of the SEHK, stock code: 3380) where she was primarily responsible for financing.
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Mr. Tam Chi Choi (& 74), aged 56, was appointed as our independent non-executive Director on
November 20, 2020 and is responsible for providing independent advice on the operations and management
of our Group.

Mr. Tam has around 32 years of accounting and finance experience. He began his career at KPMG Peat
Marwick from August 1987 to April 1991 and his last position was audit supervisor. He worked as an
accounting manager of Kosonic Industries Company Limited from May 1991 to July 1992 and as a deputy
accounting manager of Applied Electronics (OEM) Limited from December 1992 to July 1994. From August
1994 to November 2015, he worked at the listing division of the SEHK and his last position was vice
president of the IPO transactions, listing and regulatory affairs division. From November 2015 to October
2017, he served as a director of the quality and risk control division of CCB International Capital Limited.
He was the responsible officer of Proton Capital Limited from February 2018 to September 2018. He has
served as a corporate finance director of Eric Chow & Co. in association with Commerce and Finance Law
Offices since September 2018. Since August 2019, Mr. Tam has been an independent non-executive director
of Sinic Holdings (Group) Company Limited (Bf /J#/i (4£8) A FR/AF]) (a company listed on the Main
Board of the SEHK, stock code: 2103), a property developer.

SENIOR MANAGEMENT

Our senior management is responsible for the day-to-day operations and management of our business. The
following table sets forth certain information of our senior management:

Name Age Position

Lin Ruiyan (MEi/F) 50 Vice president

Wang Xuting (F455%) 56 Vice president

Zhang Huojin (7 K 4) 48 Vice president

Ng Yan (%K) 53 Assistant to the Chairman of our Board
Mi Yuanyuan (K& ) 45 Assistant to the President

Liu Weiping (#/f#F) 40 Financial controller and fund controller

Mr. Lin Ruiyan (BkH§4), aged 50, was appointed as our vice president in January 2015 and is primarily
responsible for investment management and financial management of our Group.

Mr. Lin has more than 15 years of experience in real estate industry. Mr. Lin joined our Group in January
2011 as a financial controller and was later promoted as a vice president in January 2015. Prior to joining
our Group, from June 2008 to January 2011, Mr. Lin worked at Xiamen Xindi where he successively served
as a deputy financial manager, a financial controller and assistant to president of Xiamen Xindi, where he
was primarily responsible for its financial management. From November 2002 to June 2008, Mr. Lin worked
at Fuxin Group where he last served as an accounting department manager and was primarily responsible for
its accounting management.

Mr. Wang Xuting (E&%5%), aged 56, joined our Group in January 2011 as a vice president and has been
responsible for the administrative management, legal management and operation of our commercial
operation companies.

From May 1994 to July 1998, Mr. Wang worked at Xiamen Fuxin as an office manager and was primarily
responsible for its internal management and public relations. From August 1998 to January 2011, Mr. Wang
worked at Xiamen Xindi where he last served as a vice president and was primarily responsible for its
operational management, public relations, product development and marketing.
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Mr. Zhang Huojin (#AK %), aged 48, was appointed as our vice president in January 2019 and is
responsible for operation of our subsidiaries in Tianjin.

Mr. Zhang joined our Group in January 2011 as an assistant to general manager of our Fujian regional
companies, and was later promoted as deputy general manager of our Xiamen regional companies in July
2014, and standing deputy general manager of our Xiamen regional companies in July 2017. Mr. Zhang was
appointed as the general manager of our Zhangzhou regional companies in January 2018 and promoted as
the vice president of our Group in January 2019. Prior to joining our Group, from August 2008 to August
2011, Mr. Zhang served as an assistant to president and general officer of Xiamen Huatianlong Group (/& "]
# K% H), a company principally engaged in property development, where he was responsible for its
project design, engineering and cost control. From July 2005 to January 2008, Mr. Zhang worked at Xiamen
Xindi as a technical department deputy manager, where he was primarily responsible for its design
management. From June 1994 to June 2000, Mr. Zhang worked as a structural designer at Yunxiao County
Construction Bureau Design Institute (EH R H# )R FIBE), where he was responsible for its structural
design and management.

Mr. Ng Yan (RJK), aged 53, was appointed as the assistant to the Chairman of our Board of our Group in
January 2020 and is responsible for assisting in investment and financing management of our Group.

Mr. Ng joined our Group in January 2011 as an assistant to president and was primarily responsible for
investment management and commercial properties management. Mr. Ng was a vice president of our Group
from January 2015 to January 2020 and was responsible for investment management of our Group. Prior to
joining our Group, from December 2001 to January 2011, Mr. Ng worked at Xiamen Xindi where he last
served as an assistant to the chairman of the board of directors of Xiamen Xindi and was responsible for its
investment management.

Ms. Mi Yuanyuan CREIB]), aged 45, was appointed as assistant to president in January 2016. She is
responsible for contract cost management of our Group, operation and assisting in product development
management of our Group.

Ms. Mi joined our Group as the general manager of contract cost department of our Group in January 2011.
She became the cost director and general manager of contract cost department of our Group in July 2014,
and has been serving as an assistant to president since January 2016. Prior to joining our Group, from July
2002 to January 2011, Ms. Mi worked at Xiamen Xindi, where she last served as a deputy president of cost
and the general manager of contract cost department and was responsible for its contract cost control and
sourcing management. From August 1996 to June 2002, Ms. Mi successively worked at branches of China
Construction Bank Corporation (1B # 5% #1171 BR /2 7)) in Bengbu and Anging city, Anhui Province.

Mr. Liu Weiping (34#°F), aged 40, was appointed as our financial controller and fund controller since
July 2017 and is responsible for funds management and assisting in financial management of our Group.

Mr. Liu joined our Group in July 2011 as an assistant to general manager of Southwestern China region, and
was successively promoted as the vice general manager of Nanning city company in January 2015, as a fund
controller of our Group in August 2016, and as our financial controller and fund controller in July 2017.
Prior to joining our Group, from April 2005 to April 2008, Mr. Liu served as assistant to general manager of
fund department in Fuxin Group, where he was primarily responsible for its financing management. From
April 2008 to July 2011, Mr. Liu served as an assistant to the office of board of directors of Fuxin Group.
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BOARD COMMITTEES

Our Board has established the audit committee, the remuneration committee and the nomination committee
and delegated various responsibilities to these committees, which assist our Board in discharging its duties
and overseeing particular aspects of our Group’s activities.

Audit Committee

We have an audit committee in compliance with the Listing Rules. The audit committee consists of three
members, namely, Mr. Qu Wenzhou, Ms. Xin Zhu and Mr. Tam Chi Choi, all of whom are our independent
non-executive Directors. Mr. Qu Wenzhou is the chairperson of the audit committee and is our independent
non-executive Director with the appropriate professional qualifications.

The primary duties of the audit committee are to (i) review and supervise our financial reporting process and
internal control system of our Group, risk management and internal audit; (ii) provide advice and comments
to our Board; and (iii) perform other duties and responsibilities as may be assigned by the Board.

Remuneration Committee

We have a remuneration committee in compliance with the Listing Rules. The remuneration committee
consists of three members, namely, Ms. Xin Zhu, Mr. Qu Wenzhou and Ms. Zhang Jianhua. Ms. Xin Zhu is
the chairperson of the remuneration committee.

The primary duties of the remuneration committee include, but not limited to (i) establishing, reviewing and
providing advices to our Board on our policy and structure concerning remuneration of our Directors and
senior management and on the establishment of a formal and transparent procedure for developing policies
concerning such remuneration; (ii) determining the terms of the specific remuneration package of each
Director and senior management; and (iii) reviewing and approving performance-based remuneration by
reference to corporate goals and objectives resolved by our Directors from time to time.

Nomination Committee

We have a nomination committee in compliance with the Listing Rules. The nomination committee consists
of three members, namely Mr. Wu Di, Mr. Tam Chi Choi and Ms. Xin Zhu. Mr. Wu Di is the chairperson of
the nomination committee.

The primary duties of the nomination committee are to (i) review the structure, size and composition of our
Board on a regular basis and make recommendations to the Board regarding any proposed changes to the
composition of our Board; (ii) identify, select or make recommendations to our Board on the selection of
individuals nominated for directorship, and ensure the diversity of our Board members; (iii) assess the
independence of our independent non-executive Directors; and (iv) make recommendations to our Board on
relevant matters relating to the appointment, re-appointment and removal of our Directors and succession
planning for our Directors.
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DESCRIPTION OF MATERIAL INDEBTEDNESS AND OTHER OBLIGATIONS

To fund our existing property projects and to finance our working capital requirements, we have entered into
financing agreements with various financial institutions and enterprises. As of December 31, 2020, our
indebtedness (including current and non-current interest-bearing bank and other borrowings) amounted to
RMB10,314.1 million (US$1,580.7 million). Subsequent to December 31, 2020, we also incurred additional
indebtedness. Set forth below is a summary of the material terms and conditions of these loans and other
indebtedness.

PRC LOAN AGREEMENTS

Certain of our PRC subsidiaries have entered into loan agreements with local branches of various PRC banks
and financial institutions, including but not limited to China Minsheng Banking Corporation Limited, China
Construction Bank, Bank of Communications Limited, Industrial and Commercial Bank of China Limited
and Xiamen International Bank, etc. These loans include project loans to finance the construction of our
projects and loans to finance our working capital requirements. They have terms ranging from one to eight
years, which generally correspond to the construction periods of the particular projects. As of December 31,
2020, the aggregate outstanding amount under these loans totaled approximately RMB10.3 billion (US$1.6
billion), of which RMB2.7 billion (US$0.4 billion) was due within one year and RMB7.6 billion (US$1.2
billion) was due over one year. Our PRC loans are typically secured by pledges of property, plant and
equipment, investment properties, properties under development and completed properties held for sale as
well as guaranteed by other subsidiaries.

Interest

The principal amounts outstanding under the PRC loans generally bear interest at floating rates calculated
with reference to the PBOC benchmark interest rate. Floating interest rates are generally subject to annual or
quarterly review by the lending banks. Interest payments are payable either monthly or quarterly and must
be made on each payment date as provided in the particular loan agreement. As of December 31, 2020, the
weighted average interest rate on the aggregate outstanding amount of our PRC loans was 8.27% per annum.

Covenants

Under these PRC loans, many of our subsidiary borrowers have agreed, among other things, not to take the
following actions without obtaining the relevant lender’s prior consent:

. creating encumbrances on any part of their property or assets or dealing with their assets in a way that
may adversely affect their ability to repay their loans;

. granting guarantees to any third parties that may adversely affect their ability to repay their loans;

. making any major changes to their corporate structures, such as entering into joint ventures, mergers,
acquisitions and reorganizations;

. altering the nature or scope of their business operations in any material respect;
. reduce their registered capital;

. transferring part or all of their liabilities under the loans to a third party;

. prepaying the loans;
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. selling or disposing of assets; and
. incurring other indebtedness that may adversely affect their ability to repay their loans.
Events of Default

The PRC loan agreements contain certain customary events of default, including failure to pay the amount
payable on the due date, unauthorized use of loan proceeds, failure to obtain the lender’s approval for an act
that requires the latter’s approval, and material breach of the terms of the loan agreement. The banks are
entitled to terminate their respective agreements and/or demand immediate repayment of the loans and any
accrued interest upon the occurrence of an event of default.

Guarantee and Security

Certain of our PRC subsidiaries have entered into guarantee agreements with the PRC banks and financial
institutions in connection with some of the PRC loans pursuant to which these subsidiaries have guaranteed
all liabilities of the subsidiary borrowers under these loans. Certain of our PRC loans are guaranteed by our
controlling shareholders.

Dividend Restrictions

Pursuant to the loan agreements with certain PRC banks, certain of our PRC subsidiaries also agreed not to
distribute any dividend until the borrower fully repays the principal and interest of the loan. See “Risk
Factors — Risks Relating to the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees — Our
subsidiaries are subject to restrictions on the payment of dividends and the repayment of intercompany loans
or advances to us and our subsidiaries.”
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DESCRIPTION OF THE NOTES

For purposes of this “Description of the Notes”, the term “Company” refers only to Datang Group Holdings
Limited (K34 #1#% 4 B2 F]), a company incorporated in the Cayman Islands with limited liability, and
any successor obligor on the Notes, and not to any of its Subsidiaries. Each Subsidiary of the Company
which Guarantees the Notes (other than a JV Subsidiary Guarantor) is referred to as a “Subsidiary
Guarantor”, and each such Guarantee is referred to as a “Subsidiary Guarantee.” Each Subsidiary of the
Company that in the future provides a JV Subsidiary Guarantee (as defined below) is referred to as a “JV
Subsidiary Guarantor”.

The Notes are to be issued under an indenture (the “Indenture”), to be dated on or about June 7, 2021,
among the Company, the Subsidiary Guarantors and China Construction Bank (Asia) Corporation Limited

(P B SR T (RE D A A BRA ), as trustee (the “Trustee”).

The following is a summary of certain material provisions of the Indenture, the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees (if any). This summary does not purport to be complete and is
qualified in its entirety by reference to, all of the provisions of the Indenture, the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees (if any). It does not restate those agreements in their entirety.
Whenever particular sections or defined terms of the Indenture not otherwise defined herein are referred to,
such sections or defined terms are incorporated herein by reference. Copies of the Indenture will be
available for inspection upon prior written request and proof of holding to the satisfaction of the Trustee,
during usual business hours on or after the Original Issue Date at the corporate trust office of the Trustee at
20/F, CCB Tower, 3 Connaught Road Central, Central, Hong Kong.

Brief Description of the Notes

The Notes:
. are general obligations of the Company;
. are senior in right of payment to any existing and future obligations of the Company expressly

subordinated in right of payment to the Notes;

. rank at least pari passu in right of payment with all other unsecured, unsubordinated Indebtedness of
the Company (subject to any priority rights of such unsecured, unsubordinated Indebtedness pursuant
to applicable law);

. are guaranteed by the Subsidiary Guarantors and the JV Subsidiary Guarantors, if any, on a senior
basis, subject to the limitations described below under the caption “— The Subsidiary Guarantees and
the JV Subsidiary Guarantees” and in “Risk Factors — Risks Relating to the Subsidiary Guarantees
and the JV Subsidiary Guarantees” of this offering memorandum;

. are effectively subordinated to the secured obligations (if any) of the Company, the Subsidiary
Guarantors and the JV Subsidiary Guarantors (if any), to the extent of the value of the assets serving

as security therefor; and

. are effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries
(as defined below).

The Notes will mature on June 6, 2022, unless earlier redeemed pursuant to the terms thereof and the
Indenture.
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The Notes will bear interest at 12.50% per annum from the Original Issue Date or from the most recent
interest payment date to which interest has been paid or duly provided for, payable in arrear on December 7,
2021 and June 6, 2022 (each an “Interest Payment Date”). Interest on the Notes will be paid to the Holders
of record at the close of business on November 22, 2021 or May 22, 2022 (each, a “Record Date”),
notwithstanding any transfer, exchange or cancelation thereof after a Record Date and prior to the
immediately following Interest Payment Date. Interest on the Notes will be calculated on the basis of a 360-
day year comprised of twelve 30-day months. So long as the Notes are held in global form, each payment in
respect of the Global Note will be made to the person shown as the holder of the Notes in the Register (as
defined below) at the close of business (of the relevant clearing system) on the Clearing System Business
Day before the due date for such payments, where “Clearing System Business Day” means a weekday
(Monday to Friday, inclusive) except December 25 and January 1.

113

Except as described under the captions “— Optional Redemption” and “— Redemption for Taxation
Reasons” below and otherwise provided in the Indenture, the Notes may not be redeemed prior to maturity

(unless they have been repurchased by the Company).

In any case in which the date of the payment of principal of, premium (if any) on or interest on the Notes is
not a Business Day in the relevant place of payment or in the place of business of the Paying and Transfer
Agent, then payment of such principal, premium or interest need not be made on such date but may be made
on the next succeeding Business Day. Any payment made on such Business Day shall have the same force
and effect as if made on the date on which such payment is due and no interest on the Notes shall accrue for
the period after such date.

The Indenture allows additional Notes to be issued from time to time (the “Additional Notes”), subject to

113

certain limitations described under the caption “— Further Issues.” Unless the context requires otherwise,
references to the “Notes” for all purposes of the Indenture and this “Description of the Notes” include any

Additional Notes that are actually issued.

The Notes will be issued only in fully registered form, without coupons, in denominations of US$200,000
and integral multiples of US$1,000 in excess thereof. No service charge will be made for any registration of
transfer or exchange of the Notes, but the Company, the Paying and Transfer Agent or the Registrar may
require indemnity or payment of a sum sufficient to cover any transfer tax or other similar governmental
charge payable in connection therewith.

All payments on the Notes will be made by wire transfer in U.S. dollars by the Company at the office or
agency of the Company maintained for that purpose (which initially will be the specified office of the
Paying and Transfer Agent currently located at 20/F, CCB Tower, 3 Connaught Road Central, Central, Hong
Kong, and the Notes may be presented for registration of transfer or exchange at such office or agency;
provided that, if the Notes are in certificated form and the Company acts as its own paying agent, at the
option of the Company, payment of interest may be made by check mailed (at the expense of the Company)
to the address of the Holders as such address appears in a register of noteholders (the “Register”)
maintained by the Registrar (as defined below) or by wire transfer. Interest payable on the Notes held
through Euroclear or Clearstream will be available to Euroclear or Clearstream participants (as defined
herein) on the Business Day following payment thereof.

The Subsidiary Guarantees and the JV Subsidiary Guarantees

The initial Subsidiary Guarantors that will execute the Indenture on the Original Issue Date will consist of
Dynasty Management International Limited, Datang Investment Limited and Dynasty Development
International Limited (collectively, the “Initial Subsidiary Guarantors”). These Initial Subsidiary
Guarantors consist of all of the Company’s Restricted Subsidiaries other than those Restricted
Subsidiaries organized under the laws of the PRC on the Original Issue Date. The Initial Subsidiary
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Guarantors are holding companies that do not have significant operations. In addition, none of the existing
or future Restricted Subsidiaries organized under the laws of the PRC (the “PRC Non-Guarantor
Subsidiaries™), any Exempted Subsidiary or any Listed Subsidiary will provide a Subsidiary Guarantee or
JV Subsidiary Guarantee on the Original Issue Date or at any time in the future.

The Company will cause each of its future Restricted Subsidiaries (other than Restricted Subsidiaries
organized under the laws of the PRC, Exempted Subsidiaries or Listed Subsidiaries), as soon as practicable
(and in any event within 30 days) after such Person becomes a Restricted Subsidiary, or ceases to be an
Exempted Subsidiary or a Listed Subsidiary, to execute and deliver to the Trustee a supplemental indenture
to the Indenture pursuant to which such Restricted Subsidiary will Guarantee the payment of the Notes as
either a Subsidiary Guarantor or a JV Subsidiary Guarantor. Notwithstanding the foregoing sentence, the
Company may elect to have any future Restricted Subsidiary organized outside the PRC (that is not an
Exempted Subsidiary or a Listed Subsidiary) not provide a Subsidiary Guarantee or a JV Subsidiary
Guarantee at the time such entity becomes a Restricted Subsidiary, or ceases to be an Exempted Subsidiary
or a Listed Subsidiary (such Restricted Subsidiaries that do not provide a Subsidiary Guarantee or a JV
Subsidiary Guarantee in accordance with the Indenture, the “Other Non-Guarantor Subsidiaries”);
provided that after giving effect to such election, the Consolidated Assets of all Other Non-Guarantor
Subsidiaries do not account for more than 15% of Total Assets.

In the case of a Restricted Subsidiary that is, or is proposed by the Company or any Restricted Subsidiary to
be, established or acquired after the Original Issue date, or any entity in respect of which the Company or
any Restricted Subsidiary (x) in the case of a Restricted Subsidiary is proposing to sell, whether through the
sale of existing shares or the issuance of new shares, no less than 20% of the Capital Stock of such
Restricted Subsidiary, or (y) in the case of any other entity is proposing to purchase no more than 80% of
the Capital Stock of such entity from an Independent Third Party such that it becomes a non-Wholly Owned
Subsidiary of the Company upon consummation of such purchase and designate such Subsidiary as a
Restricted Subsidiary, the Company may (in each case, to the extent such Restricted Subsidiary is not an
Exempted Subsidiary, a Listed Subsidiary or incorporated in the PRC), concurrently with or as soon as
practicable after the consummation of such establishment, sale, issuance, or purchase, cause (a) such
Restricted Subsidiary and (b) the Restricted Subsidiaries of such Restricted Subsidiary that are organized in
any jurisdiction other than the PRC (in each case, other than Exempted Subsidiaries or Listed Subsidiaries)
to provide a JV Subsidiary Guarantee instead of a Subsidiary Guarantee, if the following conditions, in the
case of both (a) and (b), are satisfied:

. as of the date of execution of the JV Subsidiary Guarantee, no document exists that is binding on the
Company or the relevant Restricted Subsidiary that would have the effect of (a) prohibiting the
Company or such Restricted Subsidiary from causing such JV Subsidiary Guarantee to be provided or
(b) requiring the Company or such Restricted Subsidiary to deliver or keep in place a guarantee on
terms that are more favorable to the recipients of such guarantee than the JV Subsidiary Guarantee;

. such sale or issuance of Capital Stock is made to, or such purchase of Capital Stock is made from, an
Independent Third Party at a consideration that is not less than (in the case of a sale or issuance) or
no more than (in the case of a purchase) the Fair Market Value of such Capital Stock;

. concurrently with providing the JV Subsidiary Guarantee, the Company shall or shall cause such JV
Subsidiary Guarantor to deliver to the Trustee:

1) (A) a duly executed JV Subsidiary Guarantee of such JV Subsidiary Guarantor (the “JV
Subsidiary Guarantee”) and each Restricted Subsidiary (if any) of such JV Subsidiary
Guarantor that is not a Non-Guarantor Subsidiary, and (B) a duly executed supplemental
indenture to the Indenture pursuant to which such JV Subsidiary Guarantor will guarantee the
payment of the Notes, each of which provides, among other things, that the aggregate claims
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of the Holders and the Trustee under such JV Subsidiary Guarantee and all JV Subsidiary
Guarantees provided by the Restricted Subsidiaries and shareholders of such JV Subsidiary
Guarantor will be limited to the JV Entitlement Amount;

(ii)  an Officers’ Certificate certifying a copy of the Board Resolution to the effect that such JV
Subsidiary Guarantee has been approved by a majority of the disinterested members of the
Board of Directors; and

(iii) an Opinion of Counsel by a law firm of recognized international standing confirming that,
under New York law, each such JV Subsidiary Guarantee is valid, binding and enforceable
against the JV Subsidiary Guarantor providing such JV Subsidiary Guarantee (subject to
customary qualifications and assumptions).

The Subsidiary Guarantee of each Subsidiary Guarantor:

If any

is a general obligation of such Subsidiary Guarantor;

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

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

ranks at least pari passu in right of payment with all other unsecured and unsubordinated
Indebtedness of such Subsidiary Guarantor (subject to any priority rights of such unsecured and
unsubordinated Indebtedness pursuant to applicable law); and

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

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

will be a general obligation of such JV Subsidiary Guarantor;

will be enforceable only up to the JV Entitlement Amount;

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

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

will be limited to the JV Entitlement Amount, and will rank at least pari passu with all other
unsecured and unsubordinated Indebtedness of such JV Subsidiary Guarantor (subject to any priority

rights of such unsecured and unsubordinated Indebtedness pursuant to applicable law); and

will be effectively subordinated to all existing and future obligations of the Non-Guarantor
Subsidiaries.
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Each Restricted Subsidiary that guarantees the Notes after the Original Issue Date other than a JV Subsidiary
Guarantor is referred to as a “Future Subsidiary Guarantor” and upon execution of the applicable
supplemental indenture to the Indenture will be a “Subsidiary Guarantor.” The Other Non-Guarantor
Subsidiaries, together with the PRC Non-Guarantor Subsidiaries, Exempted Subsidiaries and Listed
Subsidiaries, are referred to herein as the “Non-Guarantor Subsidiaries.”

Although the Indenture contains limitations on the amount of additional Indebtedness that Non-Guarantor
Subsidiaries may Incur, the amount of such additional Indebtedness could be substantial. In the event of a
bankruptcy, liquidation or reorganization of any Non-Guarantor Subsidiary, the Non-Guarantor Subsidiaries
will pay the holders of their debt and their trade creditors before they will be able to distribute any of their
assets to the Company.

As of December 31, 2020, the Company and its consolidated Subsidiaries had total debt of approximately
RMB10,314.1 million (US$1,580.7 million), all was secured debt.

As of December 31, 2020, the Non-Guarantor Subsidiaries had total debt of approximately RMB10,314.1
million (US$1,580.7 million), capital commitments of approximately RMB39.9 million (US$6.1 million) and
contingent liabilities of approximately RMB17.5 million (US$2.7 million).

Under the Indenture, and any supplemental indenture to the Indenture, as applicable, each of the Subsidiary
Guarantors and the JV Subsidiary Guarantors (if any) will jointly and severally Guarantee the due and
punctual payment of the principal of, premium (if any) on and interest on, and all other amounts payable
under, the Notes and the Indenture; provided that any JV Subsidiary Guarantee will be limited to the JV
Entitlement Amount. The Subsidiary Guarantors and the JV Subsidiary Guarantors will (1) agree that their
respective obligations under the Subsidiary Guarantees and the JV Subsidiary Guarantees, as the case may
be, will be enforceable irrespective of any invalidity, irregularity or unenforceability of the Notes or the
Indenture and (2) waive their respective rights to require the Trustee to pursue or exhaust its legal or
equitable remedies against the Company prior to exercising its rights under the Subsidiary Guarantees and
the JV Subsidiary Guarantees, as the case may be. Moreover, if at any time any amount paid under a Note or
the Indenture is rescinded or must otherwise be repaid or restored, the rights of the Holders under the
Subsidiary Guarantees and the JV Subsidiary Guarantees, as the case may be, will be reinstated with respect
to such payment as though such payment had not been made. All payments under the Subsidiary Guarantees
and the JV Subsidiary Guarantees, as the case may be, are required to be made in U.S. dollars.

Under the Indenture, and any supplemental indenture to the Indenture, as applicable:

. each Subsidiary Guarantee will be limited to an amount not to exceed the maximum amount that can
be Guaranteed by the applicable Subsidiary Guarantor without rendering the Subsidiary Guarantee, as
it relates to such Subsidiary Guarantor, voidable under applicable law relating to fraudulent
conveyance or fraudulent transfer or similar laws affecting the rights of creditors generally; and

. each JV Subsidiary Guarantee will be limited to an amount which is the lower of (i) the JV
Entitlement Amount and (ii) an amount not to exceed the maximum amount that can be Guaranteed
by the applicable JV Subsidiary Guarantor without rendering the JV Subsidiary Guarantee, as it
relates to such JV Subsidiary Guarantor, voidable under applicable law relating to fraudulent
conveyance or fraudulent transfer or similar laws affecting the rights of creditors generally.

If a Subsidiary Guarantee or JV Subsidiary Guarantee were to be rendered void, it could be subordinated by
a court to all other Indebtedness (including guarantees and other contingent liabilities) of the applicable
Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, and, depending on the amount of such
Indebtedness, a Subsidiary Guarantor’s liability on its Subsidiary Guarantee or a JV Subsidiary Guarantor’s
liability on its JV Subsidiary Guarantee, as the case may be, could in each case be reduced to zero.
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The obligations of each Subsidiary Guarantor under its Subsidiary Guarantee may be limited, or possibly
invalid, under applicable laws. Similarly, the obligations of each JV Subsidiary Guarantor under its JV
Subsidiary Guarantee may be limited, or possibly invalid, under applicable laws. See “Risk Factors — Risks
Relating to the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees — The Subsidiary
Guarantees or JV Subsidiary Guarantees may be challenged under applicable insolvency or fraudulent
transfer laws, which could impair the enforceability of the Subsidiary Guarantees or JV Subsidiary
Guarantees” of this offering memorandum.

Release of the Subsidiary Guarantees or JV Subsidiary Guarantees

A Subsidiary Guarantee given by a Subsidiary Guarantor and a JV Subsidiary Guarantee given by a JV
Subsidiary Guarantor may be released in certain circumstances, including:

. upon repayment in full of the Notes;
. upon a defeasance as described under the caption “— Defeasance — Defeasance and Discharge”;
. upon the designation by the Company of a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the

case may be, as an Unrestricted Subsidiary in compliance with the terms of the Indenture;

. upon the sale, merger or disposition of a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the
case may be, in compliance with the terms of the Indenture (including the covenants described under

113

the captions “— Certain Covenants — Limitation on Sales and Issuances of Capital Stock in

Restricted Subsidiaries”, “— Certain Covenants — Limitation on Asset Sales” and “— Consolidation,
Merger and Sale of Assets”) resulting in such Subsidiary Guarantor or JV Subsidiary Guarantor, as
the case may be, no longer being a Restricted Subsidiary, so long as (1) such Subsidiary Guarantor or
JV Subsidiary Guarantor, as the case may be, is simultaneously released from its obligations in
respect of any of the Company’s other Indebtedness or any Indebtedness of any other Restricted
Subsidiary and (2) the proceeds from such sale, merger or disposition are used for the purposes

permitted or required by the Indenture;

. in the case of a Subsidiary Guarantee, upon the replacement of a Subsidiary Guarantee with a JV
Subsidiary Guarantee; or

. in the case of a Subsidiary Guarantor or JV Subsidiary Guarantor that becomes a Non-Guarantor
Subsidiary in compliance with the terms of the Indenture.

In the case of a Subsidiary Guarantor with respect to which the Company or any Restricted Subsidiary is
proposing to sell, whether through the sale of existing shares or the issuance of new shares, no less than
20.0% of the Capital Stock of such Subsidiary Guarantor, the Company may concurrently with the
consummation of such sale or issuance of Capital Stock, instruct the Trustee to release the Subsidiary
Guarantees provided by such Subsidiary Guarantor and each of its Restricted Subsidiaries, and upon such
release such Subsidiary Guarantor and its Restricted Subsidiaries will become Other Non-Guarantor
Subsidiaries (such that they will no longer Guarantee the Notes), without any requirement to seek the
consent or approval of the Holders of the Notes, provided that after the release of such Subsidiary
Guarantees, the Consolidated Assets of all Other Non-Guarantor Subsidiaries do not account for more than
15% of Total Assets. A Subsidiary Guarantee of a Subsidiary Guarantor may only be released pursuant to
this paragraph if as of the date of such proposed release, no document exists that is binding on the Company
or such Restricted Subsidiary that would have the effect of (a) prohibiting the Company or such Restricted
Subsidiary from releasing such Subsidiary Guarantee or (b) requiring the Company or such Subsidiary
Guarantor to deliver or keep in place a guarantee of other Indebtedness of the Company by such Subsidiary
Guarantor.
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No release of a Subsidiary Guarantor from its Subsidiary Guarantee or a JV Subsidiary Guarantor from its
JV Subsidiary Guarantee shall be effective against the Trustee or the Holders until the Company has
delivered to the Trustee an Officers’ Certificate stating that all requirements relating to such release have
been complied with and such release is authorized and permitted by the terms of the Indenture.

Replacement of Subsidiary Guarantees with JV Subsidiary Guarantees

A Subsidiary Guarantee given by a Subsidiary Guarantor may be released and replaced by a JV Subsidiary
Guarantee, following the sale or issuance by the Company or any Restricted Subsidiary of Capital Stock in
(a) such Subsidiary Guarantor or (b) any other Subsidiary Guarantor that, directly or indirectly, owns a
majority of the Capital Stock of such Subsidiary Guarantor, in each case where such sale or issuance,
whether through the sale of existing shares or the issuance of new shares, is for no less than 20% of the
issued Capital Stock of the relevant Subsidiary Guarantor, provided that the following conditions are
satisfied or complied with:

. as of the date of such proposed release, no document exists that is binding on the Company or such
Restricted Subsidiary that would have the effect of (a) prohibiting the Company or such Restricted
Subsidiary from releasing such Subsidiary Guarantee, (b) prohibiting the Company or such Restricted
Subsidiary from providing a JV Subsidiary Guarantee as described below, or (c¢) requiring the
Company or such relevant Restricted Subsidiary to cause to deliver or keep in force a replacement
guarantee on terms that are more favorable to the recipients of such guarantee than the recipient of
the JV Subsidiary Guarantee;

. such sale or issuance of Capital Stock is made to an Independent Third Party at a consideration that is
not less than the Fair Market Value of such Capital Stock;

. concurrently with the release of such Subsidiary Guarantee, the Company shall or shall cause such JV
Subsidiary Guarantor to deliver to the Trustee:

@) (A) a duly executed JV Subsidiary Guarantee of such JV Subsidiary Guarantor and each
Restricted Subsidiary (if any) of such JV Subsidiary Guarantor that is not a Non-Guarantor
Subsidiary and (B) a duly executed supplemental indenture to the Indenture pursuant to which
such JV Subsidiary Guarantor will Guarantee the payment of the Notes, each of which
provides, among other things, that the aggregate claims of the Trustee and the Holders under
such JV Subsidiary Guarantee and all JV Subsidiary Guarantees provided by the Restricted
Subsidiaries and shareholders of such JV Subsidiary Guarantor will be limited to the JV
Entitlement Amount;

(ii))  an Officers’ Certificate certifying a copy of a Board Resolution to the effect that such JV
Subsidiary Guarantee has been approved by a majority of the disinterested members of the
Board of Directors; and

(iii)) an Opinion of Counsel by a law firm of recognized international standing confirming that
under New York law such JV Subsidiary Guarantee is valid, binding and enforceable against
the JV Subsidiary Guarantor providing such JV Subsidiary Guarantee (subject to customary
qualifications and assumptions).

Notwithstanding the foregoing paragraph, any such sale or issuance of the Capital Stock of the relevant
Subsidiary Guarantor (including where such sale results in the relevant Subsidiary Guarantor ceasing to be a
Restricted Subsidiary) will need to comply with the other covenants set forth in the Indenture, including,
without limitation, the covenants described under the captions “— Certain Covenants — Limitation on Asset
Sales” and “— Certain Covenants — Limitation on Restricted Payments.”
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Any Net Cash Proceeds from the sale or issuance of such Capital Stock shall be applied by the Company (or

113

any Restricted Subsidiary) in accordance with the covenant described under the caption “— Certain

Covenants — Limitation on Asset Sales” to the extent required.

As of the date of the Indenture, all of the Company’s Subsidiaries will be “Restricted Subsidiaries”. Under

13

the circumstances described below under the caption “— Certain Covenants — Designation of Restricted
and Unrestricted Subsidiaries”, the Company will be permitted to designate certain Subsidiaries as
“Unrestricted Subsidiaries.” The Company’s Unrestricted Subsidiaries will generally not be subject to the
restrictive covenants in the Indenture. The Company’s Unrestricted Subsidiaries will not Guarantee the

Notes.
Further Issues

Subject to the covenants described below and in accordance with the terms of the Indenture, the Company
may, from time to time, without notice to or the consent of the Holders, create and issue Additional Notes
having the same terms and conditions as the Notes (including the benefit of the Subsidiary Guarantees and
the JV Subsidiary Guarantees, if any) in all respects (or in all respects except for the issue date, issue price
and the first payment of interest on them and, to the extent necessary, certain temporary securities law
transfer restrictions) (a “Further Issue”) so that such Additional Notes may be consolidated and form a
single class with the previously outstanding Notes and vote together as one class on all matters with respect
to the Notes; provided that the issuance of any such Additional Notes shall then be permitted under the

113

covenant described under the caption “— Certain Covenants — Limitation on Indebtedness and Preferred

Stock” below.
Optional Redemption

At any time prior to June 6, 2022, the Company may, at its option, redeem the Notes, in whole but not in
part, at a redemption price equal to 100% of the principal amount of the Notes plus the Applicable Premium
as of, and accrued and unpaid interest, if any, to (but not including) the redemption date. Neither the Trustee
nor the Paying and Transfer Agent is responsible for calculating or verifying the redemption price or the
Applicable Premium.

At any time and from time to time prior to June 6, 2022, the Company may redeem up to 35% of the
aggregate principal amount of the Notes with the Net Cash Proceeds of one or more sales of Common Stock
of the Company in an Equity Offering at a redemption price of 112.50% of the principal amount of the
Notes, plus accrued and unpaid interest, if any, to (but not including) the redemption date; provided that at
least 65% of the aggregate principal amount of the Notes originally issued on the Original Issue Date
remains outstanding after each such redemption and any such redemption takes place within 60 days after
the closing of the related Equity Offering.

Selection and Notice

The Company will give not less than 30 days’ nor more than 60 days’ notice of any redemption to the
Holders (which notice shall be irrevocable) and the Trustee. If less than all of the Notes are to be redeemed
at any time, the Notes for redemption will be selected as follows:

(1) if the Notes are listed on any national securities exchange and/or being held through any clearing
system, in compliance with the requirements of the principal national securities exchange on which
the Notes are listed and/or in compliance with the requirements of the clearing systems through which
the Notes are held, as applicable; or
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(2)  if the Notes are not listed on any national securities exchange or held through any clearing system, on
a pro rata basis, by lot or by such method as the Trustee in its sole and absolute discretion deems fair
and appropriate, unless otherwise required by applicable law.

A Note of US$200,000 in principal amount or less shall not be redeemed in part. If any Note is to be
redeemed in part only, the notice of redemption relating to such Note will state the portion of the principal
amount to be redeemed. With respect to any certificated Note, a new Note in principal amount equal to the
unredeemed portion will be issued upon cancelation of the original Note. On and after the redemption date,
interest will cease to accrue on the Notes or portions of them called for redemption.

Repurchase of Notes upon a Change of Control

Not later than 30 days following a Change of Control, the Company will make an Offer to Purchase all
outstanding Notes (a “Change of Control Offer”) at a purchase price equal to 101% of the principal amount
thereof plus accrued and unpaid interest, if any, to (but not including) the Offer to Purchase Payment Date
(see the definition of “Offer to Purchase”).

The Company has agreed in the Indenture that it will timely repay all Indebtedness or obtain consents as
necessary under, or terminate, agreements or instruments that would otherwise prohibit a Change of Control
Offer required to be made pursuant to the Indenture. Notwithstanding this agreement of the Company, it is
important to note that if the Company is unable to repay (or cause to be repaid) all of the Indebtedness, if
any, that would prohibit repurchase of the Notes or is unable to obtain the requisite consents of the holders
of such Indebtedness, or terminate any agreements or instruments that would otherwise prohibit a Change of
Control Offer, it would continue to be prohibited from purchasing the Notes. In that case, the Company’s
failure to purchase tendered Notes would constitute an Event of Default under the Indenture.

Certain of the events constituting a Change of Control under the Notes may also constitute an event of
default under certain other debt instruments of the Company and its Subsidiaries. Future debt of the
Company may also (1) prohibit the Company from purchasing Notes in the event of a Change of Control;
(2) provide that a Change of Control is a default; or (3) require repurchase of such debt upon a Change of
Control. Moreover, the exercise by the Holders of their right to require the Company to purchase the Notes
could cause a default under other Indebtedness, even if the Change of Control itself does not, due to the
financial effect of the purchase on the Company. The Company’s ability to pay cash to the Holders
following the occurrence of a Change of Control may be limited by the Company’s and the Subsidiary
Guarantors’ then-existing financial resources. There can be no assurance that sufficient funds will be
available when necessary to make the required purchase of the Notes. See ‘“Risk Factors — Risks Relating
to the Notes — We may not be able to repurchase the Notes upon a Change of Control.”

The phrase “all or substantially all”, as used with respect to the assets of the Company in the definition of
“Change of Control”, will likely be interpreted under applicable law of the relevant jurisdictions and will be
dependent upon particular facts and circumstances. As a result, there may be a degree of uncertainty in
ascertaining whether a sale or transfer of “all or substantially all” the assets of the Company has occurred.

Notwithstanding the above, the Company will not be required to make a Change of Control Offer following
a Change of Control if a third party makes the Change of Control Offer in the same manner, at the same
time and otherwise in compliance with the requirements set forth in the Indenture applicable to a Change of
Control Offer made by the Company and purchases all Notes validly tendered and not withdrawn under such
Change of Control Offer.

Except as described above with respect to a Change of Control, the Indenture does not contain provisions
that permit the Holders to require that the Company purchase or redeem the Notes in the event of a takeover,
recapitalization or similar transaction.
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The Trustee shall not be required to take any steps to ascertain whether a Change of Control or any event
which could lead to a Change of Control has occurred and shall not be liable to any person for any failure to
do so. The Trustee or any Agent shall be entitled to assume that no such event has occurred until it has
received written notice to the contrary from the Issuer. The Trustee and the Agents shall not be required to
take any steps to ascertain whether the condition for the exercise of the rights herein has occurred. The
Trustee and the Agents shall not be responsible for determining or verifying whether a Note is to be
accepted for redemption and will not be responsible to the Holders for any loss arising from such failure by
it to do so. The Trustee shall not be under any duty to determine, calculate or verify the redemption amount
payable hereunder and will not be responsible to the Holders or any other person for any loss arising from
any failure by it to do so.

No Mandatory Redemption or Sinking Fund
There will be no mandatory redemption or sinking fund payments for the Notes.
Additional Amounts

All payments of principal of, and premium (if any) on and interest on the Notes or under the Subsidiary
Guarantees and the JV Subsidiary Guarantees will be made without withholding or deduction for, or on
account of, any present or future taxes, duties, assessments or governmental charges of whatever nature
imposed or levied by or within any jurisdiction in which the Company, a Surviving Person (as defined under

13

the caption “— Consolidation, Merger and Sale of Assets”) or an applicable Subsidiary Guarantor or JV
Subsidiary Guarantor is organized or resident for tax purposes (or any political subdivision or taxing
authority thereof or therein), including, without limitation, if applicable, the PRC (each, as applicable, a
“Relevant Jurisdiction”), or any jurisdiction through which payments are made or any political subdivision
or taxing authority thereof or therein (each, together with a Relevant Jurisdiction, a “Taxing Jurisdiction”),
unless such withholding or deduction is required by law or by regulation or governmental policy having the
force of law. In the event that any such withholding or deduction is so required, the Company, a Surviving
Person or the applicable Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, will pay such
additional amounts (“Additional Amounts™”) as will result in receipt by the Holder of each Note of such
amounts as would have been received by such Holder had no such withholding or deduction been required,
except that no Additional Amounts shall be payable:

(1) for or on account of:

(a)  any tax, duty, assessment or other governmental charge that would not have been imposed but
for:

@) the existence of any present or former connection between the Holder or beneficial
owner of such Note and the Taxing Jurisdiction, other than merely holding such Note or
the receipt of payments thereunder or under a Subsidiary Guarantee or JV Subsidiary
Guarantee, including, without limitation, such Holder or beneficial owner being or
having been a national, domiciliary or resident of such Taxing Jurisdiction or treated as
a resident thereof or being or having been physically present or engaged in a trade or
business therein or having or having had a permanent establishment therein;

(ii)  the presentation of such Note (in cases in which presentation is required) more than 30
days after the later of the date on which the payment of the principal of, premium, if
any, on and interest on, such Note became due and payable pursuant to the terms
thereof or was made or duly provided for, except to the extent that the Holder thereof
would have been entitled to such Additional Amounts if it had presented such Note for
payment on any date within such 30-day period;
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(b)

(©

(d)

(e)

(iii)  the failure of the Holder or beneficial owner to comply with a timely request of the
Company, a Surviving Person, any Subsidiary Guarantor or any JV Subsidiary
Guarantor, addressed to the Holder, to provide information concerning such Holder’s or
its beneficial owner’s nationality, residence, identity or connection with any Taxing
Jurisdiction, if and to the extent that due and timely compliance with such request is
required under the tax laws of such jurisdiction in order to reduce or eliminate any
withholding or deduction as to which Additional Amounts would have otherwise been
payable to such Holder; or

(iv)  the presentation of such Note (in cases in which presentation is required) for payment in
the Taxing Jurisdiction, unless such Note could not have been presented for payment
elsewhere;

any estate, inheritance, gift, sale, transfer, personal property or similar tax, assessment or other
governmental charge;

any tax, assessment or other governmental charge that is payable otherwise than by
withholding or deduction from payments of principal, premium (if any) and interest on the
Notes or from payments under the Subsidiary Guarantees or JV Subsidiary Guarantees (if any);

any tax, assessment, withholding or deduction required by sections 1471 through 1474 of the
U.S. Internal Revenue Code of 1986, as amended (“FATCA?”), any current or future Treasury
Regulations or rulings promulgated thereunder, any intergovernmental agreement between the
United States and any other jurisdiction to implement FATCA, any law, regulation or other
official guidance enacted in any jurisdiction implementing such an intergovernmental
agreement or FATCA, or any agreement with the U.S. Internal Revenue Service under
FATCA; or

any combination of taxes, duties, assessments or other governmental charges referred to in the
preceding clauses (a), (b) (c) and (d); or

to a Holder that is a fiduciary, partnership or person other than the sole beneficial owner of any

payment to the extent that such payment would be required to be included in the income under the

laws of a Taxing Jurisdiction, for tax purposes, of a beneficiary or settlor with respect to the

fiduciary, or a member of that partnership or a beneficial owner who would not have been entitled to

such Additional Amounts had that beneficiary, settlor, partner or beneficial owner been the Holder

thereof.

Whenever there is mentioned in any context the payment of principal of, and any premium on or interest on,

any Note or under any Subsidiary Guarantee or JV Subsidiary Guarantee, such mention shall be deemed to

include payment of Additional Amounts provided for in the Indenture to the extent that, in such context,

Additional Amounts are, were or would be payable in respect thereof.

The Paying and Transfer Agent will make payments free of withholdings or deductions on account of taxes

unless required by applicable law. If such a deduction or withholding is required, the Paying and Transfer

Agent will not be obligated to pay any Additional Amount to the recipient unless such an Additional

Amount is received by the Paying and Tranfer Agent.
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Redemption for Taxation Reasons

The Notes may be redeemed, at the option of the Company or a Surviving Person with respect to the
Company, in whole but not in part, upon giving not less than 30 days’ nor more than 60 days’ notice to the
Holders (which notice shall be irrevocable) and the Trustee, at a redemption price equal to 100% of the
principal amount thereof, together with accrued and unpaid interest (including any Additional Amounts), if
any, to (but not including) the date fixed by the Company or the Surviving Person, as the case may be, for
redemption (the “Tax Redemption Date”) if, as a result of:

(1)  any change in, or amendment to, the laws (or any regulations or rulings promulgated thereunder) of a
Relevant Jurisdiction affecting taxation; or

(2) any change in the existing official position or the stating of an official position regarding the
application or interpretation of such laws, regulations or rulings (including a holding, judgment or
order by a court of competent jurisdiction),

which change or amendment becomes effective (or in the case of an official position, is announced) (i) with
respect to the Company or any Initial Subsidiary Guarantor, on or after the Original Issue Date, or (ii) with
respect to any Future Subsidiary Guarantor, JV Subsidiary Guarantor or Surviving Person, on or after the
date such Future Subsidiary Guarantor, JV Subsidiary Guarantor or Surviving Person becomes a Subsidiary
Guarantor, JV Subsidiary Guarantor or Surviving Person, with respect to any payment due or to become due
under the Notes or the Indenture, the Company, a Surviving Person or a Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be, is, or on the next Interest Payment Date would be, required to pay
Additional Amounts, and such requirement cannot be avoided by the taking of reasonable measures by the
Company, a Surviving Person, a Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be;
provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest date on
which the Company, a Surviving Person, a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the case
may be, would be obligated to pay such Additional Amounts if a payment in respect of the Notes were then
due.

Prior to the giving of any notice of redemption of the Notes pursuant to the foregoing, the Company, a
Surviving Person, a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the case may be, will deliver or
procure to deliver to the Trustee at least 30 days but not more than 60 days before a redemption date:

(1) an Officers’ Certificate stating that such change, amendment or statement of an official position
referred to in the prior paragraph has occurred, describing the facts related thereto and stating that
such requirement cannot be avoided by the Company, such Surviving Person, a Subsidiary Guarantor
or a JV Subsidiary Guarantor, as the case may be, taking reasonable measures available to it; and

(2)  an Opinion of Counsel or an opinion of a tax consultant, in either case of recognized standing with
respect to tax matters of the Relevant Jurisdiction, stating that the requirement to pay such Additional
Amounts results from such change, amendment or statement of an official position referred to in the
prior paragraph.

The Trustee shall and is entitled to conclusively rely on and accept such Officers’ Certificate and opinion as
sufficient evidence of the satisfaction of the conditions precedent described above without further

verification, in which event it shall be conclusive and binding on the Holders.

Any Notes that are redeemed will be canceled.
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Certain Covenants

Set forth below are summaries of certain covenants contained in the Indenture.

Limitation on Indebtedness and Preferred Stock

ey

©))

The Company will not, and will not permit any Restricted Subsidiary to, Incur any Indebtedness
(including Acquired Indebtedness), and the Company will not permit any Restricted Subsidiary to
issue Preferred Stock, provided that the Company, any Subsidiary Guarantor or any JV Subsidiary
Guarantor may Incur Indebtedness (including Acquired Indebtedness) and any Non-Guarantor
Subsidiary may Incur Permitted Subsidiary Indebtedness if, after giving effect to the Incurrence of
such Indebtedness or Permitted Subsidiary Indebtedness and the receipt and application of the
proceeds therefrom, (x) no Default has occurred and is continuing and (y) the Fixed Charge Coverage
Ratio would be not less than 2.5 to 1.0. Notwithstanding the foregoing, the Company will not permit
any Restricted Subsidiary to Incur any Disqualified Stock (other than Disqualified Stock held by the
Company, a Subsidiary Guarantor or a JV Subsidiary Guarantor, so long as it is so held).

Notwithstanding the foregoing, the Company and, to the extent provided below, any Restricted
Subsidiary may Incur each and all of the following (“Permitted Indebtedness”):

(a) Indebtedness under the Notes (excluding any Additional Notes) and each Subsidiary Guarantee
and JV Subsidiary Guarantee;

(b)  any Pari Passu Guarantee;

(c)  Indebtedness of the Company or any Restricted Subsidiary outstanding on the Original Issue
Date, excluding Indebtedness permitted under clause (d) (together with refinancings thereof);
provided that such Indebtedness of Non-Guarantor Subsidiaries shall be included in the
calculation of Permitted Subsidiary Indebtedness;

(d)  Indebtedness of the Company or any Restricted Subsidiary owed to or held by the Company or
any Restricted Subsidiary; provided that (i) any event which results in any such Restricted
Subsidiary ceasing to be a Restricted Subsidiary or any subsequent transfer of such
Indebtedness (other than to the Company or any Restricted Subsidiary) shall be deemed, in
each case, to constitute an Incurrence of such Indebtedness not permitted by this clause (d) and
(i1) if the Company is the obligor on such Indebtedness and none of the Subsidiary Guarantors
and the JV Subsidiary Guarantors is the obligee on such Indebtedness, such Indebtedness must
be expressly subordinated in right of payment to the Notes, and if a Subsidiary Guarantor or a
JV Subsidiary Guarantor is the obligor on such Indebtedness and none of the Company, the
Subsidiary Guarantors and the JV Subsidiary Guarantors is the obligee on such Indebtedness,
such Indebtedness must be expressly be subordinated in right of payment to the Subsidiary
Guarantee of such Subsidiary Guarantor or the JV Subsidiary Guarantee of such JV Subsidiary
Guarantor, as the case may be;

(e) Indebtedness (“Permitted Refinancing Indebtedness”) of the Company or any Restricted
Subsidiary issued in exchange for, or the net proceeds of which are used to refinance or
refund, replace, exchange, renew, repay, defease, discharge or extend (collectively,
“refinance” and “refinances” and “refinanced” shall have a correlative meaning), then
outstanding Indebtedness (or Indebtedness that is no longer outstanding but that is refinanced
substantially concurrently with the Incurrence of such Permitted Refinancing Indebtedness)
Incurred under the immediately preceding paragraph (1) or clause (a), (b), (¢), (h), (n), (p), (q),
(1), (s), (1), (u), (v) or (w) of this paragraph (2) and any refinancings thereof in an amount not
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(2)

(h)

to exceed the amount so refinanced (plus premiums, accrued interest, fees and expenses);
provided that (i) Indebtedness, the proceeds of which are used to refinance the Notes or
Indebtedness that is pari passu with, or subordinated in right of payment to, the Notes or a
Subsidiary Guarantee or a JV Subsidiary Guarantee shall only be permitted under this clause
(e) if (A) in case the Notes are refinanced in part or the Indebtedness to be refinanced is pari
passu with the Notes or a Subsidiary Guarantee or a JV Subsidiary Guarantee, as the case may
be, such new Indebtedness, by its terms or by the terms of any agreement or instrument
pursuant to which such new Indebtedness is outstanding, is expressly made pari passu with, or
subordinate in right of payment to, the remaining Notes or such Subsidiary Guarantee or such
JV Subsidiary Guarantee, as the case may be, or (B) in case the Indebtedness to be refinanced
is subordinated in right of payment to the Notes or a Subsidiary Guarantee or a JV Subsidiary
Guarantee, as the case may be, such new Indebtedness, by its terms or by the terms of any
agreement or instrument pursuant to which such new Indebtedness is issued or remains
outstanding, is expressly made subordinate in right of payment to the Notes or such Subsidiary
Guarantee or such JV Subsidiary Guarantee, as the case may be, at least to the extent that the
Indebtedness to be refinanced is subordinated to the Notes or such Subsidiary Guarantee or
such JV Subsidiary Guarantee, (ii) such new Indebtedness, determined as of the date of
Incurrence of such new Indebtedness, does not mature prior to the Stated Maturity of the
Indebtedness to be refinanced, and the Average Life of such new Indebtedness is at least equal
to the remaining Average Life of the Indebtedness to be refinanced, (iii) in no event may
Indebtedness of the Company, or any Subsidiary Guarantor or any JV Subsidiary Guarantor be
refinanced pursuant to this clause by means of any Indebtedness of any Non-Guarantor
Subsidiary, and (iv) in no event may Indebtedness of the Company or any Subsidiary
Guarantor be refinanced pursuant to this clause by means of any Indebtedness of any JV
Subsidiary Guarantor;

Indebtedness Incurred by the Company or any Restricted Subsidiary pursuant to Hedging
Obligations entered into to reduce or manage the exposure of the Company or such Restricted
Subsidiary, as applicable, to fluctuations in interest rates, currencies or the price of
commodities;

Pre-Registration Mortgage Guarantees by the Company or any Restricted Subsidiary;

Indebtedness Incurred by the Company or any Restricted Subsidiary for the purpose of
financing (x) all or any part of the purchase price of assets, real or personal property (including
the lease purchase price of land use rights) or equipment to be used in the ordinary course of
business by the Company or a Restricted Subsidiary in a Permitted Business, including any
such purchase through the acquisition of Capital Stock of any Person that owns such assets,
real or personal property or equipment which will, upon acquisition, become a Restricted
Subsidiary, or (y) all or any part of the purchase price or the cost of development, construction
or improvement of assets, real or personal property (including the lease purchase price of land
use rights) or equipment to be used in the ordinary course of business by the Company or such
Restricted Subsidiary in the Permitted Business; provided that, in the case of sub-clauses (x)
and (y), (A) the aggregate principal amount of such Indebtedness shall not exceed such
purchase price or cost, (B) such Indebtedness shall be Incurred no later than 180 days after the
acquisition of such assets, property or equipment or completion of such development,
construction or improvement and (C) on the date of the Incurrence of such Indebtedness and
after giving effect thereto, the aggregate principal amount outstanding of all such Indebtedness
Incurred under this clause (h) (together with refinancings thereof and the aggregate principal
amount outstanding of Indebtedness and Preferred Stock Incurred under clauses (p), (q), (s),
(t), (u), (v) and (w) below and the refinancings thereof, but excluding any Contractor
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(m)
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(0)

(p)

Guarantee or Guarantee Incurred under such clauses and this clause (h) to the extent the
amount of such Contractor Guarantee or Guarantee is otherwise reflected in such aggregate
principal amount) does not exceed an amount equal to 25% of Total Assets;

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting
reimbursement obligations with respect to workers’ compensation claims or self-insurance
obligations or bid, performance or surety bonds (in each case other than for an obligation for
borrowed money);

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting
reimbursement obligations with respect to letters of credit, trade guarantees or similar
instruments issued in the ordinary course of business to the extent that such letters of credit,
trade guarantees or similar instruments are not drawn upon or, if drawn upon, to the extent
such drawing is reimbursed no later than 30 days following receipt by the Company or such
Restricted Subsidiary of a demand for reimbursement;

Indebtedness arising from agreements providing for indemnification, adjustment of purchase
price or similar obligations, or from Guarantees or letters of credit, surety bonds or
performance bonds securing any obligation of the Company or any Restricted Subsidiary
pursuant to such agreements, in any case, Incurred in connection with the disposition of any
business, assets or Restricted Subsidiary, other than Guarantees of Indebtedness Incurred by
any Person acquiring all or any portion of such business, assets or Restricted Subsidiary for the
purpose of financing such acquisition; provided that the maximum aggregate liability in respect
of all such Indebtedness shall at no time exceed the gross proceeds actually received from the
disposition of such business, assets or Restricted Subsidiary;

Indebtedness arising from the honoring by a bank or other financial institution of a check, draft
or similar instrument drawn against insufficient funds in the ordinary course of business;
provided that such Indebtedness is extinguished within five Business Days of Incurrence;

Guarantees by the Company or any Restricted Subsidiary of Indebtedness of the Company or
any Restricted Subsidiary that was permitted to be Incurred by another provision of this
covenant, subject to the covenant described under the caption “— Limitation on Issuances of
Guarantees by Restricted Subsidiaries”;

Indebtedness of the Company or any Restricted Subsidiary with a maturity of one year or less
used by the Company or any Restricted Subsidiary for working capital; provided that the
aggregate principal amount of Indebtedness permitted by this clause (n) at any time
outstanding does not exceed US$20.0 million (or the Dollar Equivalent thereof);

Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to pay the
deferred purchase price of Capital Stock in a Person pursuant to a Staged Acquisition
Agreement, to the extent that such deferred purchase price is paid within 12 months after the
date the Company or such Restricted Subsidiary enters into and becomes obligated to pay such
deferred purchase price pursuant to such Staged Acquisition Agreement; provided that such
Person is either a Restricted Subsidiary or would become a Restricted Subsidiary upon
completion of the transactions under such Staged Acquisition Agreement;

Indeb