Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 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 does not constitute an offer to sell or the solicitation of an offer to buy any securities in the United
States or any other jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or
qualitication under the securities laws of any such jurisdiction. The securities referred to herein will not be registered
under the Securities Act, and may not be offered or sold in the United States except pursuant to an exemption from, or
a transaction not subject to, the registration requirements of the Securities Act. 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 making the offer and its management and financial statements. The Company does not intend to
make any public offering of securities in the United States.
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OVERSEAS REGULATORY ANNOUNCEMENT

This overseas regulatory announcement is issued pursuant to Rule 13.10B 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 attached offer memorandum dated 16 July 2022 (the “Offer Memorandum”)
in relation to the issuance of the Notes by Sunkwan Properties Group Limited (the “Company”),
which is available on the website of the Singapore Exchange Securities Trading Limited.

The posting of the Offer Memorandum on the website of the Stock Exchange is only for the
purpose of facilitating equal dissemination of information to investors in Hong Kong and
compliance with Rule 13.10B of the Listing Rules, and not for any other purposes.

The Offer 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 calculated to invite
offers by the public to subscribe for or purchase any securities.



The Offer 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
based on the information contained in the Offer Memorandum.

By order of the Board
Sunkwan Properties Group Limited
Zhu Jing
Chairwoman

Hong Kong, 25 July 2022

As of the date of this announcement, the Board comprises Ms. Zhu Jing, Ms. Sheng Jianjing
and Mr. Yang Zhandong as executive directors, Mr. Lin Jinfeng and Ms. Lin Zhaohong as non-
executive directors and Mr. Guo Shaomu, Mr. Au Yeung Po Fung and Mr. Zhou Zheren as
independent non-executive directors.



IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE OR ARE ACTING FOR THE ACCOUNT OR
BENEFIT OF NON-U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE UNITED STATES SECURITIES ACT
OF 1933, AS AMENDED (THE “SECURITIES ACT”)) OUTSIDE 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, as amended by
the European Union (Withdrawal Agreement) Act 2020.

The communication of the attached document and any other document or materials relating to the issue of the New 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. 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. This document and
such other documents and/or materials are for distribution only to persons who (i) 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”)), (ii) fall within Article
49(2)(a) to (d) of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) 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”). The attached document is directed only at relevant persons and must not be acted on or relied on by persons who are not
relevant persons. Any investment or investment activity to which the attached document and any other document or materials 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.

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 US THAT YOU (I) ARE OR ARE ACTING FOR THE
ACCOUNT OR BENEFIT OF A NON-U.S. PERSON (AS DEFINED IN REGULATION S UNDER THE U.S. SECURITIES ACT
(“REGULATION S”)) 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, IN COMPLIANCE WITH REGULATION S; AND (II) 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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(incorporated in the Cayman Islands with limited liability)

US$222,364,666
12.25% Senior Notes due 2023
Issue Price: 100 %

Subject to the settlement of the Exchange Offer (as defined below), our 12.25% Senior Notes due 2023 (the “New Notes” or “Exchange Notes”) will
bear interest from and including July 18, 2022 at 12.25% per annum payable in arrears on January 18, 2023 and July 17, 2023. The New Notes will mature on
July 17, 2023.

The New Notes are senior obligations of Sunkwan Properties Group 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 New 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 July 17, 2023, we may at our option redeem the New Notes, in whole but not in part, at a redemption price equal to 100% of
the principal amount of the New Notes plus a premium (as set out in the section entitled “Description of the New 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 July 17, 2023, we may redeem
up to 35% of the New Notes, at a redemption price of 112.25% of the principal amount of the New 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 Triggering Event (as defined in the Indenture), we must make an offer to repurchase all New 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 New 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 New 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 New Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

For a more detailed description of the New Notes, see the section entitled “Description of the New Notes.”

The New Notes are to be issued to exchange (the “Exchange Offer”) for at least the Minimum Acceptance Amount of our outstanding 12.25% Senior
Notes due 2022 (the “Existing Notes”). Accrued and unpaid interest on any Existing Notes validly tendered by Eligible Holders and accepted for exchange, up
to but not including the Settlement Date, will be payable in the form of New Notes rather than cash (such accrued and unpaid interest to be rounded downward
to the nearest US$1, the “Capitalized Interest”). The aggregate principal amount of the New Notes to be issued pursuant to the Exchange Offer will be
US$222,364,666. We are concurrently conducting a consent solicitation (the “Consent Solicitation”) with respect to our outstanding 13.5% senior notes due 2023
(the “Consent Notes”). The Consent Solicitation is not part of the Exchange Offer and is conducted pursuant to a separate consent solicitation statement.

Investing in the New Notes involves risks. Furthermore, investors should be aware that the New 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 New 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 New Notes. See the section entitled “Risk Factors” for risks relating to the New Notes, the
Subsidiary Guarantees and the JV Subsidiary Guarantees.

Approval-in-principle has been issued by the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for the listing of, and permission to
deal in, the New Notes on the SGX-ST. The SGX-ST assumes no responsibility for the correctness of any of the statements made or opinions expressed or reports
contained herein. Approval in principle from, admission to the Official List of and the listing and quotation of the New Notes on, the SGX-ST are not to be taken
as an indication of the merits of the Exchange Offer, the Company, the Subsidiary Guarantors or any of their respective subsidiaries or associated companies
(if any), the New Notes, the Subsidiary Guarantees or the JV Subsidiary Guarantees (if any). For so long as the New Notes are listed on the SGX-ST and the
rules of the SGX-ST so require, the New Notes, if traded on the SGX-ST, will be traded in a minimum board lot size of $$200,000 (or its equivalent in foreign
currencies). Accordingly, the New Notes, if traded on the SGX-ST, will be traded in a minimum board lot size of US$150,000.

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 New 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 New Notes are being offered as part of the exchange consideration
pursuant to the Exchange Offer only to non-U.S. persons 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 New Notes will be made on or about July 18, 2022 through the book-entry facilities of the Euroclear Bank
SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Investors shall not engage in any secondary market trading until the settlement of the
Exchange Offer and the issuance of the New Notes are effectuated. See “Risk Factors” and “Offering and Distribution Restrictions.”

Dealer Manager

Haitong International

The date of this offering memorandum is July 16, 2022
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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, as amended by the European Union (Withdrawal Agreement) Act
2020.

The communication of this offering memorandum and any other document or materials relating to
the issue of the New 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. This document and such other documents and/or materials are for distribution only to persons
who (i) 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”’)), (ii) fall within Article
49(2)(a) to (d) of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) 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’). This document is directed only at relevant
persons and must not be acted on or relied on by persons who are not relevant persons. Any investment
or investment activity to which this offering memorandum and any other document or materials 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.



Notification under Section 309B of the Securities and Futures Act 2001 of Singapore (the “SFA”) --
Solely in connection with Section 309B of the SFA and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “CMP Regulations 2018”) the Company has determined, and hereby notifies
all relevant persons (as defined in Section 309A(1) of the SFA) of the classification of the New Notes as
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
New Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) that is material in the context
of the offering of the New 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 New
Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), the omission of which would, in the
context of the offering of the New 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 New Notes. You should read this offering memorandum before making a
decision whether to purchase the New 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 New Notes. By purchasing the New 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 Haitong International Securities Company
Limited (the “Dealer Manager”), China Construction Bank (Asia) Corporation Limited ([ & #%#R 1750 ik
A B2 F]) (the “Trustee™), China Construction Bank (Asia) Corporation Limited (- B &R TSR M) A
FRZ W) (the “Paying and Transfer Agent” and the “Registrar” and, 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. None of the Dealer Manager, the Trustee, the Agents or any of their respective
affiliates, directors or advisors has independently verified any of the information contained in this offering
memorandum. They cannot assure that this information is accurate, truthful or complete, and, to the fullest extent
permitted by law, none of them accepts any responsibility for the contents of this offering memorandum. This
offering memorandum is not intended to provide the basis of any credit or other evaluation, nor should it be
considered as a recommendation by the Company, the Subsidiary Guarantors, the JV Subsidiary Guarantors (if
any), the Dealer Manager, the Trustee or the Agents as to whether investors should invest in the New Notes.

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 Dealer Manager, the Trustee, the Agents or any person affiliated with the Dealer Manager, 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 New 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 New
Notes) and, if given or made, any such other information or representation should not be relied upon as having
been authorized by us, the Dealer Manager, the Trustee or any of the Agents.

The New 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.
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We are not making an offer to sell the New 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 New 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 any such restrictions. For a description of the restrictions on offers, sales and resales of the securities,
including the New 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 New 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 New Notes.

We reserve the right to withdraw the offering of the New Notes at any time.

Investors shall not engage in any secondary market trading until the settlement of the Exchange Offer
and the issuance of the New Notes are effectuated. See “Risk Factors” and “Transfer Restrictions.”
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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
when reading the information contained herein. When we use the terms “we,” “us,” “our,” the “Company,” the
“Group,” “our Group” and words of similar import, we are referring to Sunkwan Properties Group Limited itself,

or Sunkwan Properties Group 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$” and “U.S. dollars” are to United States dollars,
the official currency of the United States of America (the “United States” or “U.S.”); all references to “HK$”
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 RMB6.3726 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, 2021, and all translations from H.K. dollars
into U.S. dollars were made at the rate of HK$7.7996 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, 2021. 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 “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 International Financial Reporting Standards
(the “IFRS”) which differ in certain respects from generally accepted accounting principles in certain other
countries.

Unless the context otherwise requires, references to “2019,” “2020” and “2021” in this offering
memorandum are to our financial years ended December 31, 2019, 2020 and 2021, respectively.

References to “July 2021 Notes” or “Existing Notes” are to our 12.25% green senior notes due 2022
issued on July 22, 2021.

References to “January 2022 Notes” are to our 13.5% senior notes due 2023 issued on January 3, 2021.

References to “share” are to, unless the context indicates otherwise, an ordinary share, with a nominal
value of US$0.000001, in our share capital.

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.
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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 IFRS or International Financial Reporting Standards, as applicable;
all references to “associate” are used with the meaning ascribed thereto under the Listing Rules, which includes:
(1) 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
(B b FMEH 385 F) 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 (A T Hif# i) 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 (7% ) HukR &7 r]
#%) 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 (% TFERIE|FFFI#) issued by local urban
zoning and planning bureaus or equivalent authorities in China; a construction permit refers to a construction
works commencement permit (ZEZE TFEjfE T#FA#) issued by local construction committees or equivalent
authorities in China; a pre-sale permit refers to a commodity property pre-sale permit (P4 i 5 78 & #F 1] #5) 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 (FER LFEHIEIERIL A 447) issued by local urban zoning and planning bureaus or equivalent
authorities or equivalent certificate issued by relevant authorities in China with respect to the completion of
property projects subsequent to their on-site examination and inspection; and a property ownership certificate
refers to a property ownership and land use rights certificate (B4 +Hi{# FI#E#) 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.



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:

e our business and operating strategies;

e our capital expenditure and property development plans;

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

e various business opportunities that we may pursue;

e 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;
e 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

e other factors beyond our control.
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9%

In some cases, you can identify forward-looking statements by such terminology as “may,” “will,”
“should,” “could,” “would,” “expect,” “intend,” “plan,” “anticipate,” “going forward,” “ought to,” “seek,”
“project,” “forecast,” “believe,” “estimate,” “predict,” “potential” or “continue” or the negative of these terms
or other comparable terminology. Such statements reflect the current views of our management with respect to
future events, operations, results, liquidity and capital resources and are not guarantee of future performance 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.

ELINNT3 ELINNT3 EEINNT

ELINT3 EEINT3
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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.

Conyers Dill & Pearman, our Cayman Islands legal advisor, has advised that there is uncertainty as to
(i) whether the courts of the Cayman Islands would enforce judgments obtained in the United States courts
against us or our directors predicated upon the civil liability provisions of the federal securities laws of the
United States and (ii) whether the courts of the Cayman Islands would entertain actions brought in the Cayman
Islands against us or our directors predicated upon the civil liability provisions of the federal securities laws of
the United States. We have been further advised by Conyers Dill & Pearman that the courts of the Cayman Islands
would recognize as a valid judgment, a final and conclusive judgment in personam obtained in the United States
courts against us under which a sum of money is payable (other than a sum of money payable in respect of
multiple damages, taxes or other charges of a like nature or in respect of a fine or other penalty) or in certain
circumstances, an in personam judgment for non-monetary relief, and would give a judgment based thereon
provided that (a) such courts had proper jurisdiction over the parties subject to such judgment; (b) such courts
did not contravene the rules of natural justice of the Cayman Islands; (c) such judgment was not obtained by
fraud; (d) the enforcement of the judgment would not be contrary to the public policy of the Cayman Islands;
(e) no new admissible evidence relevant to the action is submitted prior to the rendering of the judgment by the
courts of the Cayman Islands; and (f) there is due compliance with the correct procedures under the laws of the
Cayman [slands.

Conyers Dill & Pearman, our British Virgin Islands legal advisor, has advised that it is doubtful whether
the courts in the British Virgin Islands will enforce judgments obtained in the United States, against us or our
directors or officers under the securities laws of the United States or entertain actions in the British Virgin Islands
against us or our directors or officers under the securities laws of the United States. We have been further advised
by Conyers Dill & Pearman that the courts of the British Virgin Islands would recognize as a valid judgment,
a final and conclusive judgment in personam obtained in the United States courts against us under which a sum
of money is payable (other than a sum of money payable in respect of multiple damages, taxes or other charges
of a like nature or in respect of a fine or other penalty) and would give a judgment based thereon provided that
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(a) such courts had proper jurisdiction over the parties subject to such judgment, (b) such courts did not
contravene the rules of natural justice of the British Virgin Islands, (c) such judgment was not obtained by fraud,
(d) the enforcement of the judgment would not be contrary to the public policy of the British Virgin Islands, (e)
no new admissible evidence relevant to the action is submitted prior to the rendering of the judgment by the
courts of the British Virgin Islands and (f) there is due compliance with the correct procedures under the laws
of the British Virgin Islands.

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:

(i) 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, Commerce & Finance Law Offices, 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 New 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 growing property developer with comprehensive experience focusing on the Yangtze River
Delta Economic Region. We commenced our business through our first property project in Shanghai in 2010, and
have since then further penetrated in the Yangtze River Delta Economic Region and expanded to other
strategically selected regions, namely the Pearl River Delta Economic Zone and the Mid-China Core Economic
Region. Adhering to our mission of “coming for livable (4 EL/#H M 2£),” we have established a good brand image
among our customers and in the industry through providing a wide range of residential properties with new
technologies and artistic designs that cater to the various needs and preferences of different groups of customers
and provide them with a smart, convenient and satisfactory living experience.

Our in-depth understanding of the market and customer preferences and strategic market expansion have
contributed to our proven track record and also, increased our ranking from the 94th in 2019 to the 83rd in 2020
in terms of comprehensive strength among the “Top 100 Real Estate Developers in China” according to China
Real Estate Top 10 Research Group, and from the 89th in 2019 to the 79th in 2020 and further to 78th in 2021
also in terms of comprehensive strength among the “Top 100 Real Estate Developers in China” according to
China Real Estate Association, Shanghai E-House Real Estate Research Institute and China Real Estate
Appraisal. Our commitment to quality product design, construction and development has also won us numerous
awards and recognition throughout the years of development. We were recognized as one of the “2021 Top 10
China Real Estate Developers in China by Comprehensive Development,” one of the “2020 Best 10 of Growth
of China Real Estate Developers Brand Value” and one of the “Top 10 Real Estate Developers in China by
Business Performance” in 2020 and we were named one of the “Top 10 Real Estate Developers in China by
Growth Potential” in 2019 jointly by China Real Estate Association, Shanghai E-House Real Estate Research
Institute and China Real Estate Appraisal. We were also recognized as “Value Real Estate Enterprise of the Year”
by National Business Daily and “2020 Enterprise with Comprehensive Quality in Real Estate” in 2020 jointly
by 21st Century Business Herald and Bo’ao 21st Century Real Estate Forum. Furthermore, our solid presence in
Shanghai has contributed to our success given its market size, access to finance, premium land parcels and
quality talent pool. In 2019, we were ranked the 17th among the “Top 20 Real Estate Developers in Shanghai”
jointly by China Real Estate Association, Shanghai E-House Real Estate Research Institute and China Real Estate
Appraisal.

Leveraging our understandings of the different characteristics among different cities and customer
groups, we strive to develop high-quality residential properties for different customer groups. In terms of
geographic coverage, we continue to penetrate our existing markets while expanding our distribution at the same
time. Our residential property business originated from Shanghai and is deeply rooted in the Yangtze River Delta
Economic Region, one of China’s most dynamic economic regions with a high degree of openness, innovation
and population growth. Through years of development, after first expanding into Jiangsu province in 2016, we
subsequently expanded to other first-, second- and strong third-tier cities in the Yangtze River Delta Economic
Region, the Pearl River Delta Economic Zone and the Mid-China Core Economic Region. As of December 31,
2021, our residential properties were located in 28 cities in eight provinces and municipalities. To implement our
various development strategies to suit the needs in different markets, we offer a wide range of residential
properties, including low- and high-rise apartment buildings, townhouses, houses and loft apartments through
four standardized product series, namely the Season series (P42 R), the Flourish/Peninsula series (f#111/2£ 5 &),
Mindcloud series (%) and the Sumptuous series (S%). Each series caters to the demands of different customer
groups with specific market positioning. In particular, in 2020, our Mindcloud series was awarded “2020 TOP
10 Ingenuous and Aesthetic Real Estate Product Series in China” by Leju News. In 2019, our Seasons series was
awarded “2019 China Real Estate Brand with Original Products” and “Aesthetic Real Estate Product Series” by
China Real Estate Top 10 Research Group and CRIC China, respectively.




While we focus on residential property development as our core business, as part of our development
strategy, we also engage in the development of commercial properties to maintain a balanced development
portfolio. Our development of commercial properties helps reduce volatility of revenue, diversify risk exposure,
derive synergy and deliver stable cash flow for our business operations. As of December 31, 2021, we had
investment interests in a commercial or residential property portfolio of eleven projects under various stages of
development, including nine projects developed by our subsidiaries and two project developed by our joint
venture, and nine of which were located in Shanghai.

Since our inception in Shanghai in 2010, we have been actively seeking suitable property development
opportunities to ensure sustainable growth. As of December 31, 2021, we had investment interests in a property
portfolio of 67 projects with a total land bank of approximately 7.0 million sq.m. and an aggregate GFA
attributable to us of approximately 5.1 million sq.m., of which 42 were developed by us, and 25 were developed
by our joint ventures and associates. For the property projects developed by us, GFA attributable to us for
completed properties available for sale, lease or investment amounted to an aggregate of approximately 0.5
million sq.m.; GFA attributable to us for properties under development amounted to an aggregate of
approximately 3.1 million sq.m.; and GFA attributable to us for properties held for future development amounted
to an aggregate of approximately 0.1 million sq.m. For the property projects developed by our joint ventures and
associates, GFA attributable to us for completed properties available for sale amounted to 0.1 sq.m.; GFA
attributable to us for properties under development amounted to an aggregate of approximately 1.3 million sq.m.;
and GFA attributable to us for properties held for future development amounted to an aggregate of approximately
0.04 sq.m. as of December 31, 2021.

With our high-quality property products, operational efficiency, sound development strategies,
professional management team and industry recognized brand image, we experienced business expansion in
2019, 2020 and 2021. We had investment interests in 43, 66 and 72 property projects at various stages of
development across 14, 21 and 28 cities in China as of December 31, 2019, 2020 and 2021, respectively. Our
revenue amounted to RMB7,535.2 million, RMBS8,190.6 million and RMBS8,340.1 million (US$1,308.7 million)
in 2019, 2020 and the 2021, respectively. Our profit for the year amounted to RMB676.9 million, RMB885.2
million and RMB583.5 million (US$91.6 million) in 2019, 2020 and 2021, respectively.

RECENT DEVELOPMENTS

On January 3, 2022, January 21, 2022 and January 24, 2022, we issued the January 2022 Notes in the
aggregate principal amount of US$160.2 million due 2023. See “Description of Other Material Indebtedness —
January 2022 Notes” for more details.

On May 31, 2022, we issued the 2021 Environmental, Social and Governance Report.

On January 21, 2022, we have fully redeemed the 12.75% senior notes due 2022 upon maturity.

Concurrently with this Exchange Offer, we are conducting the Consent Solicitation.
GENERAL INFORMATION

We were incorporated in the Cayman Islands on August 21, 2018, as an exempted company with limited
liability. Our shares have been listed on the Hong Kong Stock Exchange since November 17, 2020 under stock
code 6900. Our principal place of business in the PRC is located in Building T1, Sunkwan Center, No. 77,
Sunkwan Road, Minhang District, Shanghai, the PRC. Our place of business in Hong Kong is located at 40th
Floor, Dah Sing Financial Centre, No. 248 Queen’s Road East, Wanchai, Hong Kong. Our registered office is
located at Cricket Square, Hutchins Drive, PO Box 2681, Grand Cayman KY1-1111, Cayman Islands. Our
website is www.sunkwan.com.cn. Information contained on our website does not constitute part of this
document.




SUMMARY OF THE NEW NOTES

The following is a brief summary of the terms of this offering and is qualified in its entirety by the remainder
of this offering memorandum. Terms used in this summary and not otherwise defined shall have the meanings
given to them in “Description of the New Notes.”

ISSUCT woviiiiiicie Sunkwan Properties Group Limited (the “Company”).

New Notes issued.........ccveeeneennnenn. Subject to the settlement of the Exchange Offer, US$222,364,666 in
aggregate principal amount of 12.25% senior notes due 2023 (the “New
Notes”).

Issue Price......coovvivinvininininenn.. 100% of the principal amount of the New Notes.

Maturity Date .......covevviivinneiiinnnne. July 17, 2023.

Interest......coeveuviiiiiniiiiiieneeen, The New Notes will bear interest from and including the date of

settlement of the Exchange Offer at the rate of 12.25% per annum,
payable semi-annually in arrears.

Interest Payment Dates .................. January 18, 2023 and July 17, 2023.
Ranking of the New Notes............. The New 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 New
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 certain limitations
described under “Risk Factors — Risks Relating to the New Notes,
the Subsidiary Guarantees and the JV Subsidiary Guarantees” and
“Description of the New Notes — The Subsidiary Guarantees and
JV Subsidiary Guarantors;”

. 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

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

Subsidiary Guarantees ................... Each of the Subsidiary Guarantors 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 New Notes.




Ranking of Subsidiary

The initial Subsidiary Guarantors on the Original Issue Date consist of all
of the Restricted Subsidiaries other than those Restricted Subsidiaries
organized under the laws of the PRC and the Initial Non-Guarantor
Subsidiaries.

All of the initial Subsidiary Guarantors are holding companies that do not
have significant operations. See “Risk Factors — Risks Relating to the
New Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees
— Our initial Subsidiary Guarantors do not currently have significant
operations and certain Subsidiary Guarantees may in some cases be
replaced by limited-recourse guarantees.”

Any future Restricted Subsidiary, as defined under “Description of the
New Notes — Certain Definitions” (other than subsidiaries organized
under the laws of the PRC, Exempted Subsidiaries or Listed
Subsidiaries), will guarantee the New Notes as either a Subsidiary
Guarantor or a JV Subsidiary Guarantor as soon as practicable after it
becomes a Restricted Subsidiary or ceases to be an Exempted Subsidiary
or a Listed Subsidiary. Notwithstanding the foregoing, the Company may
elect to have any future Restricted Subsidiary organized outside the PRC
not provide a Subsidiary Guarantee or a JV Subsidiary Guarantee at the
time such entity becomes a Restricted 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 that are not Subsidiary Guarantors or JV Subsidiary Guarantors
(other than Exempted Subsidiaries or Listed Subsidiaries) do not account
for more than 15.0% of the Total Assets.

A Subsidiary Guarantee may be released or replaced in certain
circumstances. See “Description of the New Notes — The Subsidiary
Guarantees — Release of the Subsidiary Guarantees and 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 Restricted Subsidiaries
organized outside the PRC that are not Subsidiary Guarantors or JV
Subsidiary Guarantors (including the Subsidiary Guarantors whose
Subsidiary Guarantees were released) (other than Exempted Subsidiaries
or Listed Subsidiaries) do not account for more than 15.0% of the Total
Assets.

The Subsidiary Guarantee of each Subsidiary Guarantor:

. is a general obligation of such Subsidiary Guarantor;

. is effectively subordinated to secured obligations (if any) 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;




Ranking of JV Subsidiary
GUATANees ..o.uvvnvvneineineineineenennees

Use of ProceedS ......cooovvvinininininnnnn.

Mandatory Redemption .................

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

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

A JV Subsidiary Guarantee instead of a Subsidiary Guarantee may be
provided by a Subsidiary Guarantor concurrently with the consummation
of (x) a sale by the Company or any of its Restricted Subsidiaries of
Capital Stock in such Subsidiary Guarantor, where such sale is for no less
than 20% of the issued Capital Stock of such Restricted Subsidiary or (y)
a purchase of the Capital Stock of an Independent Third Party such that
it becomes a Subsidiary and is designated a Restricted Subsidiary. No JV
Subsidiary Guarantee exists as of the Original Issue Date.

The JV Subsidiary Guarantee of each JV Subsidiary Guarantor will:

. be a general obligation of such JV Subsidiary Guarantor;
. be enforceable only up to the JV Entitlement Amount;
. be effectively subordinated to secured obligations (if any) of such

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

o 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 of such JV
Subsidiary Guarantee;

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

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

The Company will not receive any cash proceeds from the offering of the
New Notes or the Exchange Offer.

On October 18, 2022, the Company shall redeem the New Notes in the
principal amount equal to the amount of the accrued and unpaid interest,
from (and including) January 22, 2022 to (but excluding) the Original
Issue Date, on the aggregate principal amount of the Existing Notes
validly tendered and accepted for exchange pursuant to the Exchange
Offer set forth in the exchange offer memorandum of the Company dated
July 8, 2022 (as amended, supplemented or modified as of the Original
Issue Date), and the accrued and unpaid interest on such New Notes from
(and including) the Original Issue Date to (but excluding) October 18,
2022.




Optional Redemption.....................

Repurchase of New Notes Upon a
Change of Control Triggering
Event ...

Redemption for Taxation Reason....

CovenantsS.......o.euvieeiniiiieiinienenns

Carve-outs to Events of Default.....

At any time and from time to time prior to the Stated Maturity of the New
Notes, the Company may at its option redeem the Notes, in whole or in
part, at a redemption price equal to 100% of the principal amount of the
New Notes to be redeemed, plus accrued and unpaid interest, if any, to
(but not including) the redemption date.

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

Subject to certain exceptions, the Company may redeem the New 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 or a Subsidiary Guarantor
would become obligated to pay certain additional amounts as a result of
certain changes in specified tax laws or certain other circumstances. See
“Description of the New Notes — Redemption for Taxation Reasons.”

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

. 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;

o guarantee indebtedness of Restricted Subsidiaries;

o sell assets;

o create liens;

. enter into sale and leaseback transactions;

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

o enter into transactions with shareholders or affiliates; and

. effect a consolidation or merger.

These covenants are subject to a number of important qualifications and
exceptions described in “Description of the New Notes — Certain
Covenants.”

The events of default provisions under the New Notes will carve out the
default of the Existing Notes and other defaults whose occurrence is as a
result of any default or event of default under the Existing Notes. See
“Description of the New Notes — Events of Default.”




Amendments and Waiver of the
Indenture .........cooevviviiiiiiiiiin,

Transfer Restrictions .....................

Form, Denomination and
Registration.......c..ccoeeevneinneinnen.

Clearance and Settlement...............

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

Trustee ...........

Paying and Transfer Agent and

Registrar .....

Governing Law

Risk Factors....

Security Codes

Certain major terms of the Indenture may be modified, amended or
waived with the consent of holders of not less than 75% in aggregate
principal amount of the outstanding New Notes, including the reduction
of the principal amount of, or premium, if any, or interest on, any New
Note, the release of any Subsidiary Guarantor or JV Subsidiary Guarantor
from its Subsidiary Guarantee or JV Subsidiary Guarantee, as the case
may be, except as provided in the Indenture. See “Description of the New
Notes — Amendments and Waiver — Amendments With Consent of
Holders” and “Risk Factors — Risks Relating to the New Notes, the
Subsidiary Guarantees and the JV Subsidiary Guarantees — Certain major
terms of the Indenture may be modified, amended or waived with the
consent of holders of not less than 75% in aggregate principal amount of
the outstanding New Notes, which may adversely affect the interest of the
holders of the New Notes and increase the credit risks of the New Notes.”

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

The New Notes will be issued only in fully registered form, without
coupons, in minimum denominations of US$150,000 of principal amount
and integral multiples of US$1 in excess thereof and will be initially
represented by one or more global notes registered in the name of a
nominee of a common depositary for Euroclear and Clearstream.

The New Notes will be issued in book-entry form through the facilities of
Euroclear and Clearstream for the accounts of its participants, including
Euroclear and Clearstream. For a description of certain factors relating to
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our summary financial and other data. The summary consolidated statement
of comprehensive income data for 2019, 2020 and 2021 and the summary consolidated statement of financial
position data as of December 31, 2019, 2020 and 2021 set forth below (except for EBITDA data) have been
derived from our consolidated financial statements as of and for the year ended December 31, 2020 and 2021,
as audited by Ernst & Young, the independent certified public accountants, and included elsewhere in this
offering memorandum. Our financial statements have been prepared and presented in accordance with IFRS,
which differ in certain respects from U.S. GAAP and generally accepted accounting principles in other
jurisdictions. The summary financial data below should be read in conjunction with our consolidated financial
statements and the notes to those statements included elsewhere in this offering memorandum. Also, the
Company’s financial results for any past period are not and should not be taken as an indication of the Company’s
performance, financial position and results of operations in future years.

SUMMARY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND OTHER
FINANCIAL DATA

Year ended December 31,

2019 2020 2021
RMB RMB RMB US$
(unaudited)
REVENUE ... 7,535,159 8,190,576 8,340,071 1,308,739
Cost Of SAIES ovvviiiiiieiiiei e (4,464,234)  (6,396,196) (7,167,914)  (1,124,802)
GROSS PROFIT ..., 3,070,925 1,794,380 1,172,157 183,937
Finance income ............cocooiiiiiiiiiiiiiiiieeen 15,804 17,313 83,849 13,158
Other income and gains ...........coeeeveenveenneennennnnn. 11,242 8,320 96,891 15,204
Selling and distribution exXpenses ....................... (213,653) (240,058) (267,339) (41,951)
Administrative eXpenses .........co.eeeeeeeeeuneeeneennenn. (250,741) (277,508) (323,303) (50,733)
Impairment losses on
financial aSSets .........ccoiiiiiiiiiii (390) 950 (1,286) (202)
Other EXPEeNSES .....ceuviuviriiiiiiiiiniiieiieieieieeeenne, (3,159) (7,181) (13,523) (2,122)
Fair value gains on investment properties ........... 175,812 102,537 48,448 7,603
Fair value gains/(losses) on financial assets at
fair value through profit or loss ..........c........... 1,883 368 (74,220) (11,647)
Finance COStS ......ooiiiiiiiiiiii e (261,734) (301,971) (322,520) (50,610)
Share of profits and losses of:
JOINt VENTUIES ..viviniiiiniiie e 15,753 160,965 34,465 5,408
ASSOCIALES t.vvivneiiiiiieiie e e e e e e (8,237) 73,933 (11,710) (1,838)
(LOSS)/PROFIT BEFORE TAX .......ccccevveennen. 2,553,505 1,332,048 421,909 66,207
Income tax credit/(EXpense) .......c...ccoeeeeveeneenneenn. (1,876,616) (446,886) 161,597 25,358
PROFIT FOR THE YEAR.............coooiiiiinn, 676,889 885,162 583,506 91,565
Profit attributable to:
Owners of the parent .............cc.ccoeeiiiiiiiinnan. 219,532 356,064 250,057 39,239
Non-controlling interests ...........ccocoveeuneennennne. 457,357 529,098 333,449 52,325
676,889 885,162 583,506 91,565
Other financial data (unaudited)
EBITDA™ .. 3,575,040 2,434,896 2,095,242 328,629
EBITDA margin® ...........ccoooiiiiiiiiiiieiee . 47.4% 29.7% 25.1% 25.1%




Notes:

(1) EBITDA consists of profit before taxation plus amortization of intangible assets, interests capitalized, finance costs, depreciation of
right-of-use assets and depreciation of property, plant and equipment. EBITDA is not a standard measure under IFRS. 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
congstrued as an alternative to cash flows, net income or any other measure of financial performance or as an indicator of our operatin
Ferformange, liquidity, profitability or cash flows generated by operating, investing or financing activities. EBITDA does not accoun
or taxes, interest exgense or othér non-operating cash expenses. In evaluating EBITDA, we believe that investors should consider.
among other things, the components of EBITDA stich as sales and operating expénses 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
mail not be comparable to similarly titled measures presented by other companies. Investors should not compare our EBITDA to
EBITDA presented by other comparies because not all companies use the same definition. Investors should also note that EBITDA as

resented herein maKIbe calculated differently from Consolidated EBITDA as defined and used in the Indenture. See the section entitled
‘]f:)?ﬁcriphlontof the New Notes — Definitions” for a description of the manner in which Consolidated EBITDA is defined for purposes
of the Indenture.

(2) EBITDA margin is calculated by dividing EBITDA by revenue.

SUMMARY CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As of December 31,
2019 2020 2021
RMB RMB RMB US$
(unaudited)

(in thousands)
NON-CURRENT ASSETS

Progerty, plant and equipment .............cooeeiiiiiiinnnnn, 150,155 143,721 137,837 21,630
Right-of-use assets .............ccooveiiiiiiiiii, 4,472 1,777 2,438 383
Investment Properties ...........coeeeoveerreernernnernnernnennn. 2,918,400 3,245,600 2,483,200 389,668
Intangible asSets ........coeeveiiiiiiiiiiiii 1,966 2,166 1,321 207
Investments in joint VENtUIes .............ccoveeuernnennnnnn. 94,333 357,174 612,502 96,115
Investments in aSSOCIALES .....ovvvvvririniiiininiiiiiininennnes 142,283 1,584,016 1,972,217 309,484
Deferred tax aSSEtS .......ovveiiiiiiniiiiiieieeeieeanns 792,648 521,353 616,919 96,808
Total non-current assets ............ccocvevirireriririneininnnns 4,104,257 5,855,807 5,826,434 914,295
CURRENT ASSETS
Properties under development .............cc..coveeniiennnnn. 10,859,280 12,495,168 19,739,521 3,097,562
Completed properties held for sale .......................... 1,051,766 1,562,937 784,269 123,069
Trade receivables .......c.ooviiiiiiiii 46,661 25,913 23,879 3,747
Due from related companies ..............ccoveeuverinennnennn. 1,997,139 1,341,958 4,909,111 770,347
Due from a shareholder .............ccooviiiiiiiiiiins - - - -
CONLract COST ASSELS w.vvininririnit e et ereieeeneeeanes 52,438 51,497 174,931 27,450
Prepayments, other receivables and other assets ......... 3,056,757 3,474,502 4,031,040 632,558
Tax r€COVerable ......ooviiieiiiiii e 172,866 267,134 292,665 45,926
Financial assets at fair value through

Profit or 10SS ..evvuieniiiiiiiii e 55,528 113,209 110,597 17,355
Restricted cash ..........ooviiiiiii 2,360,661 1,768,413 1,471,491 230,909
Pledged deposits ........ceeueiiiiiniiiniiiieiieineeeeen, 50, 199,881 64,828 10,173
Cash and cash equivalents ..............cccooiviiiiinininnn. 1,073,499 3,365,194 2,946,780 462,414
Total CUrrent aSSELS ...ovvvivriririeieiiee et eeieeeeeieanes 20,776,740 24,665,800 34,549,112 5,421,510
CURRENT LIABILITIES
Trade and bills payables .............cocovviiiiiiiiniinnnnn, 1,652,322 1,714,898 2,101,183 329,721
Other payables and accruals .. . 1,109,077 2,571,598 3,184,260 499,680
Contract liabilities ........... 8,329,464 8,001,562 13,741,819 2,156,391
Due to related companies ...................... 631,642 539,125 695,846 109,193
Interest-bearing bank and other borrowings 4,243,248 2,329,620 3,147,335 493,886
Provision for financial guarantee contracts. . - - 5,303 5,540
SENIOT NOTES ©.vinitieieie ettt — — 2,633,520 413,257
Tax palyables ....................................................... 3,349,387 2,417,983 1,297,608 203,623
Lease T1abilities .......ccooviviviiiiiiiiiiiiii e 34,307 32,277 30,014 4,710
Total current liabilities ..........cooviviiiiiiiiiiiiiinnnss 19,349,447 17,607,063 26,866,888 4,216,001
NET CURRENT ASSETS ..., 1,427,293 7,058,743 7,682,224 1,205,509
TOTAL ASSETS LESS CURRENT LIABILITIES ....... 5,531,550 12,914,550 13,508,658 2,119,803
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings .................. 2,523,009 6,415,748 5,444.218 854,317
Deferred tax liabilities ...........coovviviviiiiiiiiiiiieinns. 163,512 161,715 187,165 29,370
Lease Habilities ........ccovvviiriiiriiiiiie e, 82,357 54,518 25,169 3,950
Total non-current liabilities .........coovivvviiiiiiiiiiiinnes 2,768,878 6,631,981 5,656,552 887,636
NET ASSETS ... 2,762,672 6,282,569 7,852,106 1,232,167
EQUITY
Equity attributable to owners of the parent
Share capital ........coooviviiiiiii 11 14 14 2
RESEIVES oottt 860,019 2,279,483 2,501,209 392,494

860,030 2,279,497 2,501,223 392,496

Non-controlling interests ..................ccoocovvviiiininni. 1,902,642 4,003,072 5,350,883 839,670
TOTAL EQUITY ..., 2,762,672 6,282,569 7,852,106 1,232,167




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 New Notes, and you could lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our business and prospects are heavily dependent on and may be adversely affected by the state of the real
estate market in China, particularly in the Yangtze River Delta Economic Region.

Our business and prospects depend on the performance of the real estate market in China. As of
December 31, 2021, we had investment interests in a total of 67 property projects located in 28 cities in eight
provinces and municipalities across three core economic regions in China with an aggregate site area of
approximately 3.4 million sq.m., a total land bank of approximately 7.0 million sq.m. and an aggregate GFA
attributable to us of approximately 5.1 million sq.m. In particular, we are heavily relied on the real estate markets
in the Yangtze River Delta Economic Region, especially in Shanghai. As of December 31, 2021, nearly 59% of
the aggregate GFA attributable to us was located in the Yangtze River Delta Economic Region.

As we intend to expand our property project portfolio strategically and prudently in the future, our
business, financial condition and results of operations may be particularly subject to market uncertainties,
volatility and significant adverse changes in the real estate market in China, especially in the Yangtze River Delta
Economic Region where a substantial share of our business is located. The real estate markets may be affected
by local, regional, national and global factors, including economic and financial condition, speculative activities
in local markets, demand for and supply of properties, investor confidence, availability of alternative investment
choices for property buyers, inflation, government policies, interest rates and availability of capital. For example,
there have been increasing concerns over the sustainability of the real estate market growth in China due to the
recent slowdown in China’s economic growth. Factors such as decrease in available funds and investor
confidence may negatively impact demand for the properties we developed. As a result, the property market may
experience over-supply of properties and idle housing inventory. Any over-supply of properties or any potential
decline in the demand for or prices of properties in the cities in which we operate or intend to operate could have
a material adverse impact on our business, financial condition and results of operations. In addition, recent
negative news relating to certain Chinese property companies have had a significant effect on the property sector
in China. Such developments may have an adverse impact on property sales in China and the ability of Chinese
property companies to obtain financing, including us.

We may not be able to acquire land reserves in desirable locations that are suitable for our development
at commercially acceptable prices, or at all.

The sustainable growth and success of our business depend significantly on our ability to continue to
acquire additional land reserves in desirable locations at commercially reasonable prices that are suitable for our
projects. We have acquired land for certain projects through the listing-for-sale process, auctions and public
tenders and for certain projects from third parties by acquiring equity interests in companies that possess land
use rights. We also cooperated with third-party business partners through joint ventures and associates to
participate in land acquisition.

Our ability to acquire land depends on a variety of factors, such as the overall local economic conditions,
the availability of land parcels provided by the government, our effectiveness in identifying and acquiring land
parcels that are suitable for our development. The availability and price of land sold at land auctions held by local
governments depend on factors beyond our control, including government land policies and competition. The
PRC government and relevant local authorities control the supply and price of new land parcels and approve the
planning and use of such land parcels. Specific regulations are in place to control the methods and procedures
by which land parcels are acquired and developed in China. Furthermore, the rapid development in certain cities
we plan to enter in recent decades has resulted in a limited supply of undeveloped land in desirable locations and
at reasonable acquisition costs. As a result, our cost for acquiring land use rights may further rise in the future.
If we are unable to acquire suitable land parcels at commercially acceptable prices for our future development
in a timely manner or at prices that enable reasonable economic returns to us, or at all, our business, financial
condition, operating results and prospects may be materially and adversely affected.
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Additionally, the PRC central and local governments have implemented various measures to regulate the
means by which property developers obtain land for property development. The PRC government also controls
land supply through zoning, land use regulations and other means. Furthermore, there have been recent reports
that the PRC government may adopt and promote a more centralized land grant policy for selected regions and
cities. All these measures may potentially tighten land supply and further intensify the competition for land in
China among property developers.

More recently, on May 21, 2021, the Ministry of Finance (the “MOF”), the Ministry of Natural
Resources, the State Taxation Administration of the PRC (the “STA”) and the PBOC jointly issued the “Notice
on Relevant Issues to Allocate the Tax Administrations to Collect Four Non-tax Governmental Revenues
including State-owned Land Use Rights Grant Premiums, Mineral Resources Special Revenues, Sea Area Use
Premiums and Uninhabited Islands Use Premiums” (BB A 1 Mo ff FRE H SISO ~ Bl VR SR IR IR ~ 1
s 4 ?ﬂ?%’E?@%ﬁfﬁfi\mlﬁﬂﬁ3'5*5“&)\%'@?}*5‘1?%%“3%(4&%%5Fﬂﬁ%ﬁ@ﬁ%ﬂ) under which, the tax
administrations, will be responsible for the collection of, among others, state-owned land use rights premiums.
The pilot scheme has taken effect from July 1, 2021 in certain selected provinces and will be carried out
nationwide from January 1, 2022. We cannot assure you that such scheme will not have any material impact on
the regional and local government’s land grant process and other aspects of property development in general in
the PRC, which may in turn adversely affect our operations in the regions affected.

Our business and prospects are heavily dependent on and may be adversely affected by our non-wholly-
owned subsidiaries consolidated through voting right arrangements.

We held no more than 50% of the equity interest in some of the project companies but we were able to
consolidate those project companies as subsidiaries into our Group by obtaining majority of the voting rights in
those project companies through voting right arrangements with our business partners. In 2019, 2020 and 2021,
we entered into voting right arrangements with our business partners, eight of them recorded revenue of
RMB6,497.5 million, RMB4,508.6 million and RMB4,506.7 million (US$706.9 million) in 2019, 2020 and 2021,
respectively, accounting for 86.2%, 56.1% and 55.2%, respectively, of our total revenue during the respective
period. We recorded a net profit attributable to non-controlling interests of RMB457.4 million, RMB529.1
million and RMB333.4 million (US$52.3 million) in 2019, 2020 and 2021, respectively, accounting for 67.6%,
59.8% and 57.1%, respectively, of our total profit for the relevant period. See “Business — Our Property Projects
— Voting Right Arrangements” for details.

Since such voting right arrangements with our business partners were established through negotiation on
the basis of business goodwill and mutual cooperation, we cannot assure you that we will be able to sustain such
business relationship and fulfill all of our contractual obligations under such arrangements at all times. Conflicts
and material disputes may arise between our business partners and us and there can be no assurance that we can
maintain our current voting right arrangements with our existing business partners or that we will be able to
successfully establish the same strategic relationships with new business partners in the future. Similarly, there
can be no assurance that we can maintain our relationships with the new shareholders of our business partner or
if they can continue to honor their contractual obligations under the voting right arrangements. In addition, under
our typical voting right entrustment agreements, our business partner may demand in writing to terminate the
agreement unilaterally if we are found to be in material violation of laws, rules and regulations, or that we have
caused material harm or damage to the overall interests of the project companies.

Therefore, if our cooperation with our business partners in these projects deteriorates or terminates, our
business, financial condition and results of operations might be materially and adversely affected. In particular,
since we can no longer consolidate these project companies as our subsidiaries into our financial statements, our
future consolidated financial performance, such as consolidated revenue and profit, may experience a significant
decrease as compared to our historical financial performance.
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We may not have adequate financings to fund our property development, and such capital resources may
not be available on commercially reasonable terms, or at all.

Property development is capital-intensive and we expect to continue to incur a high level of capital
expenditures in the foreseeable future. We financed our property projects primarily through (i) internally
generated cash flows including proceeds from pre-sales and sales of our properties and (ii) external financings,
such as borrowings from commercial banks, asset management, trust financing, and other financing
arrangements. Our ability to obtain external financing in the future and the cost of such financing are subject to
uncertainties beyond our control, including but not limited to changes in the monetary policies of the PRC
government with respect to interest rates and lending practices, changes in policies regarding regulation and
control of the real estate market and trust financing arrangements as well as changes in prevailing and future
international and domestic financial market conditions and financing availability.

The PRC government has implemented a number of measures to manage money supply growth and credit
availability. For example, according to the General Lending Provisions ( (&#K#H]) ), a regulation
promulgated by People’s Bank of China (1B A R4#1T) (the “PBOC”) in 1996, only financial institutions with
the approval from the PBOC to provide loan services may legally engage in the business of extending loans and
loans between companies that are not financial institutions with the approval from the PBOC to provide loan
services are prohibited, which may not comply with the General Lending Provisions notwithstanding whether
interests are charged or not. In August 2020, the Ministry of Housing and Urban-Rural Development of the PRC
(“MOHURD”) and PBOC have held a joint meeting to communicate with key real estate enterprises and other
relevant governmental departments. In the meeting, it is announced that MOHURD and PBOC, jointly with other
relevant governmental departments, have formulated rules for fund monitoring and financing administration of
key real estate enterprises to establish a more market-oriented, rule-based and transparent administration over the
financing by real estate enterprises. The “Three Red Lines” policy was set up in relation to financings for real
estate enterprises. The “Three Red Lines” refers to the financial performance of a real estate enterprise: (1)
liabilities to assets ratio after excluding the advances received shall not exceed 70 per cent.; (2) net debt to equity
ratio shall not be greater than 100 per cent.; and (3) cash to short term borrowing ratio shall not be less than 1.
Availability of financing for property developers may be restricted if they do not meet such ratios.

Effective from January 1, 2021, PRC banks (excluding their overseas branches) are required to limit the
amount of real estate loans and personal housing mortgage loans they lend to the proportions determined by
PBOC and the China Banking and Insurance Regulatory Commission (“CBIRC,” the successor of the China
Banking Regulatory Commission or CBRC) and calculated based on the total amount of RMB loans extended by
such PRC banks. We cannot assure you that PBOC will not further raise lending rates or reserve requirement
ratios or PBOC and CBIRC will not further restrain the amount of real estate loans PRC banks can extend to
businesses in the future, or that our business, financial condition and results of operation would not be adversely
affected as a result of these adjustments.

In addition, similar to other property developers in the PRC, we have secured certain of our loans in the
ordinary course of business by pledging our partial or entire equity interests in certain subsidiaries to third party
trust financing providers, who acted as loan providers. Such secured loans were obtained mainly for the purpose
of financing our project development, repayment of other borrowings and/or our general working capital, but not
for acquiring land use rights. If we are in default of certain undertakings or restrictive covenants, or if we cannot
fulfill our repayment obligations for the secured indebtedness, these trust financing providers shall be entitled
to exercise certain rights as provided under the relevant agreements, including but not limited to disposing of the
pledged equity interests in the relevant subsidiaries. As a result, we may lose part or all of our equity interests
in the relevant subsidiaries. Nevertheless, unlike typical bank borrowing arrangements, such business
arrangements with trust financing providers, in particular with the abovementioned pledge, may face more
stringent government control or may not be permitted in the future due to potential changes in the government
policies and regulations governing financing arrangements in the real estate market. If so, our ability to obtain
external financing may be further restricted.
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With respect to the property development sector, we are limited as to the development activities in which
such financing can be used. In addition, the amount, timing and cost of funding available to us are also adversely
affected, so are the collaterals used to secure such financing. See “Regulation — Real Estate Financing” for
details. These measures and other similar government actions and policy initiatives have limited our ability and
flexibility in using bank loans, asset management, trust financing, and other financing arrangements to finance
our property projects. In addition, we cannot assure you that the PRC government will not introduce other
initiatives or implement more stringent measures in the future to control risks in loan growth, which may further
limit our access to capital and the means we finance our property projects, or that we will be able to secure
adequate financing or renew our existing credit facilities prior to their expiration on commercially reasonable
terms, or at all. All of the above will materially and adversely affect our business, financial condition and results
of operations.

There is material uncertainty relating to our ability to continue as a going concern.

We have evaluated the whether there are certain conditions and events, considered in the aggregate, that
raise substantial doubt and the company’s ability to continue as a going concern within one year after the date
that the financial statements of the Group are issued.

As of December 31, 2021, the Group’s current portion of interest-bearing bank and other borrowings and
senior notes amounted to RMBS5,780.9 million, while its cash and cash equivalents amounted to RMB2,946.8
million. Accordingly, our financial statements for the year ended December 31, 2021 have been prepared on a
going concern basis.

We anticipate that the market condition in the real estate sector will remain under pressure in 2022, and
therefore, in the absence of a sharp recovery in the market and a resurge of various financing options, we remain
cautious about our liquidity in the near term. Our sustainable operation ability and liquidity are subject to
changes in the macroeconomic environment, industry environment and credit environment, and may be adversely
affected by the impact of multiple waves of the COVID-19 pandemic. There is no assurance that we will be
successful in generating sufficient cash flows or improving our financial position in the near future or at all. For
further details, please refer to the Company’s annual report for the year ended December 31, 2021.

We generate revenue principally from the sales of properties, and our ability to benefit from a property
development project may fluctuate, as it will depend on our property development project type and
schedule as well as the timing of sales for such project.

Historically, we have derived our revenue principally from the sales of properties we developed and we
expect that sales of properties will continue to account for a substantial percentage of our revenue in the coming
years. In 2019, 2020 and 2021, we generated 98.9%, 98.1% and 97.8% of our revenue from the sales of
properties, respectively.

With respect to the revenue we generated from the sales of properties, we price our properties by taking
into account various factors, including prevailing local market prices, supply and demand conditions, the type
and positioning of properties being developed. Therefore, our property mix at different regions will affect our
financial performance. As a result, our results of operations have varied and may continue to vary significantly
from period to period depending on the type of properties we develop over a particular period of time.

Furthermore, according to our accounting policies, revenue of sales of properties is recognized at the
point in time when customers obtain the physical possession or the legal title of the completed properties and
our right to payment and collection of the consideration is probable. We recognize our revenue at a point in time,
depending on the type of properties and the revenue generated, typically takes us one to two years from
commencement of pre-sale to the construction completion of our properties before we recognize revenue from
such projects. Therefore, our ability to benefit may fluctuate due to factors such as the schedule of our property
development, the market demand for our properties and the timing of property sales. Consequently, our results
of operations for any given period only reflect decisions made by our customers some time ago due to the timing
of our revenue recognition and may not be indicative of our actual operating results during such period. In
addition, cyclical property market in China affects the optimal timing for the acquisition of land, development
planning and the sales of properties. Such cyclicality, together with the time required and statutory time limits
for the completion of projects and the sales of properties, causes our results of operations relating to property
development activities susceptible to significant fluctuations from period to period. As a result, it can be difficult
to predict our future performance.
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We may not be successful in managing our growth and expansion into new cities and regions or new
businesses.

We experienced a continuous growth in recent years. In order to achieve long-term sustainable growth,
we need to continue to seek development opportunities in selected regions in China with potential for growth and
where we have no existing operations. Our historical focus was primarily on the development of residential
property projects in Shanghai and we started expanding our property development into other cities in 2016.
Currently, we intend to continue to expand our penetration into the major cities in the Yangtze River Delta
Economic Region, and enhance our presence in the Pearl River Delta Economic Zone and Mid-China Core
Economic Region. Additionally, we have expanded and will continue to expand our business operations from
development of residential properties to commercial properties.

Expanding into new geographical locations and new businesses involves uncertainties and challenges as
we may be less familiar with the local regulatory practices and customs, customer preferences and behavior, 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 create competition with developers who have a better-established local presence or greater access to local
labors, expertise and knowledge. Furthermore, the construction-, market- and tax-related regulations in our target
cities may be distinguishably different and we may face additional expenses or difficulties in complying with new
procedures and adapting to new environments. Entering into new cities may also subject us to higher land
acquisition and development costs.

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

In addition, expanding into new geographical locations and new businesses requires a significant amount
of capital and management resources. We may not be able to manage the growth of our workforce to match the
expansion of our business, and accordingly, we may experience issues such as capital constraints, construction
delays, and lack of skilled and qualified personnel. Any of such factors could have a material adverse effect on
our business, financial condition, results of operations and prospects.

Our current and future indebtedness level and the associated covenants may restrict our ability to seek
additional capital resources.

As of December 31, 2019, 2020 and 2021, our total interest-bearing bank and other borrowings
amounted to RMB6,766.3 million, RMBS8,745.4 million and RMBS8,591.6 million (US$1,348.2 million),
respectively. To improve our debt structure and strengthen our balance sheets management, we intend to repay
these short-term borrowings by operating cash generated from our businesses or part of the proceeds from the
initial public offering, and to seek to repay some of the short-term borrowings and replace with some long-term
borrowings. Nevertheless, our current indebtedness may, among other things, (i) limit our ability to obtain the
necessary financing on favorable terms to fund our future capital expenditures; (ii) increase our vulnerability to
adverse economic or industry conditions; (iii) reduce our competitiveness; and (iv) limit our flexibility in the
planning for, or reacting to, changes in our business or the industry in which we operate.

In addition, we are subject to certain customary restrictive covenants under our credit facilities with
commercial banks. Certain of our loan contain restrictive covenants which include, among other things, (i) that
the borrower must notify the lender or obtain consent from the lender prior to incurring additional indebtedness,
or division, merger, joint venture, reorganization, application for bankruptcy, change of registered capital and
other material events that may affect the borrower’s ability to repay the loans; (ii) that the borrower must obtain
consent from the lender before providing guarantees in favor of any third party and before making advanced
payment of the outstanding principal and interest and must not conduct any activities which may adversely affect
its financial condition and its performance of the obligations under the loan or borrowing agreement and (iii) the
borrower must not change the use of the borrowings without the prior consent of the lender. Furthermore, certain
of our other loans are secured by pledging our partial or entire equity interests in the relevant subsidiaries as
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collateral to independent trust financing providers. If we are in default of certain undertakings and restrictive
covenants, or that we cannot fulfill our repayment obligations for the secured indebtedness, our trust financing
providers shall be entitled to exercise certain rights as provided under the relevant agreements, including but not
limited to disposing of the pledged equity interests in the relevant subsidiaries. As a result, we may lose part or
all of our equity interests in the relevant subsidiaries. These restrictions may limit our ability to pay dividends
or make other distributions in the future. Pursuant to certain asset management, trust financing and other
financing agreements, the lenders also have veto rights over some of our corporate actions aforementioned,
which will further limit our flexibility of operation and ability to raise additional funding.

In the future, we expect to incur additional indebtedness to complete our projects under development and
projects held for future development. 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
regulations, demand for properties in regions we operate and other factors, many of which are beyond our
control. Therefore, 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 business, 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. To that
end, we maintained a substantial level of borrowings to finance our operations in 2019, 2020 and 2021, 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.

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, we may fail to comply with one of
the abovementioned three limits, namely the liability asset ratio (excluding contract liabilities), and our ability
to obtain additional financing may be materially adversely affected.

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.
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We may be adversely affected by material issues that affect our cooperation with business partners.

We have entered into joint ventures and associates with third parties and may continue to do so in the
future. The performance of such joint ventures and associates has affected, and will continue to affect, our
financial condition and results of operations. As of December 31, 2021, we recorded amounts due from related
companies of RMB4,909.1 million (US$769.9 million). We and our business partners provided capital to our
joint venture or associate project companies in proportion to our shareholding percentages in order to fund such
project companies’ land acquisition efforts and working capital requirements. Once these project companies
commence pre-sale and generate cash flow, they will repay such capital to us on demand. Therefore, the timing
of such project companies’ capital requirements, their financial performance and ability to repay may materially
and adversely affect our results of operations. We generally expect to incur share of loss in such joint ventures
or associates until their respective development of property projects completes and starts to contribute revenue.
As of December 31, 2019, 2020 and 2021, our investments in joint ventures and associates amounted to
RMB236.6 million, RMB1,941.2 million and RMB2,584.7 million (US$405.4 million), respectively.

The success of a business cooperation depends on a number of factors, some of which are beyond our
control. As a result, we may not be able to realize the anticipated economic and other benefits from our
cooperation with business partners. In addition, in accordance with PRC laws, our business cooperation
agreements and the articles of association of our project companies, certain matters require the consent of all
parties to the project companies. Therefore, such business cooperation agreements involve a number of risks,
including that:

* we may not be able to pass certain important board resolutions requiring unanimous consent of all
of the directors of our project companies if there is a disagreement between us and our partners;

* we may disagree with our partners in connection with the scope or performance of our respective
obligations under the business cooperation agreements;

e our partners may be unable or unwilling to perform their obligations under the business cooperation
agreements with us, including their obligations to make required capital contributions and
shareholder loans, whether as a result of financial difficulties or other reasons;

e our partners may have economic or business interests or goals and philosophies inconsistent with
ours;

* our partners may take actions contrary to our requests, instructions, policies or objectives with
respect to our property investments; or

* our partners may face financial or other difficulties affecting their ability to perform their
obligations under the relevant business cooperation agreements with us.

In addition, since we do not have full control over the business and operations of these project
companies, we cannot assure that they have been, or will be in strict compliance with all the applicable PRC laws
and regulations. We cannot assure you that we will not encounter problems with respect to these project
companies or they will not violate PRC laws and regulations, which may have a material adverse effect on our
reputation, business, financial condition and results of operations.

Our investments in joint ventures and associates may subject us to risks, including the associated liquidity
risk if we are not able to receive dividends from our joint ventures or associates.

We from time to time develop property projects jointly with third parties by establishing joint ventures
or associates. At the early stage of project development, we provide capital contribution as well as cash input to
project companies formed by our business partners and us to support the development and operations of the
property projects. We generally expect to incur share of loss in such joint ventures or associates until their
respective development of property projects completes and starts to contribute revenue. In light of our rapid
growth in business scale and cooperation with joint ventures and associates, the carrying amount of such
investments was significant to us in 2019, 2020 and 2021. As of December 31, 2019, 2020 and 2021, our
investments in joint ventures and associates amounted to RMB236.6 million, RMB1,941.2 million and
RMB2,584.7 million (US$405.6 million), respectively. As of the same dates, the total amounts due from joint
ventures and associates were RMB1,736.2 million, RMB1,342.0 million and RMB4,909.1 million (US$770.3
million), respectively.
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Furthermore, even if profits of our joint ventures and associates are recognized, such share of profits will
not result in additional cash inflow without the declaration of dividends from such joint ventures and associates.
Therefore, we may not receive any final remittance of surplus funds, which is typically in the form of dividend
distribution, from these joint ventures and associates until declaration of dividends. Such declaration will be at
the discretion of the boards and shareholders of the joint ventures and associates and therefore not within our
control. Moreover, payments of dividends by our joint ventures and associates may be subject to restrictions
under PRC laws or covenants contained in agreements such as bank facility agreements to which they are subject
to. Accordingly, our investments in these joint ventures and associates are not as liquid as our investments in our
subsidiaries. As we invest and expect to continue investing in joint ventures and associates for our property
development, our liquidity may be restricted if we are not able to receive dividends from our existing or future
joint ventures or associates, which could materially and adversely affect our ability to conduct our business, and
the performance of our financial condition and results of operations.

We are subject to credit risk arising from amounts due from our joint ventures and associates and amounts
due from non-controlling shareholders of the subsidiaries.

In order to support the business operations of our joint ventures and associates, we recorded amounts due
from our joint ventures and associates of RMB1,736.2 million, RMB1,342.0 million and RMB4,909.1 million
(US$769.9 million) as of December 31, 2019, 2020 and 2021. We make periodic assessments on the amounts due
from our joint ventures and associates mainly based on historical settlement record.

In addition, our non-wholly-owned subsidiaries, which are project companies formed by our business
partners and us, also made cash advances to independent third party non-controlling shareholders. As part of our
cooperation arrangements to support each party’s financing and operation needs, our business partners and we
are entitled to receive interest-free cash advances in an amount in proportion to our respective shareholding
percentages in such project companies from the surplus funds. Therefore, we recorded amounts due from
non-controlling shareholders of subsidiaries of RMB2,483.0 million, RMB1,756.2 million and RMB2,397.2
million (US$376.0 million) as of December 31, 2019, 2020 and 2021, respectively.

However, the risk of recoverability is inherent in our outstanding balances from such amounts, as the
ability of the joint ventures and associates as well as our business partners to repay us depends on a number of
factors, such as their financial condition and compliance with applicable laws and regulations, most of which are
beyond our control. As a result, we may not be able to recover the amounts due from our joint ventures and
associates which may have a material adverse effect on our business, financial condition and results of
operations.

Net changes in fair value of financial assets are linked to market and therefore subject to uncertainties of
accounting estimates in the fair value measurement and the use of significant unobservable inputs in the
valuation techniques.

We recognized financial assets at fair value through profit or loss from (i) investments in wealth
management products for treasury management purposes, (ii) an investment in a fund focusing on the real estate
business in China throughout 2019, 2020 and 2021, which was classified as held for trading on our financial
statements and (iii) a contingent consideration for the business combination in connection with our acquisition
of Shanghai ¢ Sunkwan International Plaza, which was settled in March 2020. We recorded a net gain from
financial assets at fair value through profit or loss in the amount of RMB1.9 million and RMB0.4 million and
net loss of RMB74.2 million (US$11.6 million) in 2019, 2020 and 2021, respectively, and the fair value of such
financial assets was in an amount of RMB55.5 million, RMB113.2 million and RMB110.6 million (US$17.3
million) as of December 31, 2019, 2020 and 2021, respectively. Such financial assets are measured at fair value
with significant unobservable inputs used in the valuation techniques and the changes in their fair value are
recorded in our consolidated statements of profit or loss and other comprehensive income, therefore directly
affecting our results of operations. There is no assurance that we will not incur fair value losses in the future.
If we incur significant fair value net changes, our financial condition, results of operations and prospects may
be adversely affected.

We recorded negative net operating cash flow in 2020 and 2021, which may limit our liquidity and business
expansion capabilities.

We recorded negative net cash flow from operating activities of RMB244.6 million and RMB904.4
million (US$141.9 million) in 2020 and 2021, respectively, primarily as a result of significant cash used in
operations due to our continued increase in properties development activities. We cannot assure you that we will
always be able to match the timing and amount of our cash inflows with the timing and amounts of our payment
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obligations and other cash outflows. Negative operating cash flow may require us to obtain sufficient additional
financing to meet our financing needs and obligations and support our expansion plans. In the event that we are
unable to generate sufficient cash flow for our operations or otherwise obtain sufficient external funds to finance
our business, our liquidity and financial condition may be materially and adversely affected and we may not be
able to expand our business as expected. We cannot assure you that we will have sufficient cash from other
sources to fund our operations. If we resort to other financing activities, we will incur additional financing costs,
and we cannot guarantee that we will be able to obtain the financing on terms acceptable to us, or at all. As a
result, our business, financial condition and results of operations may be materially and adversely affected.

Our historical financial growth, including revenue and profit margin growth, may not be indicative of our
future financial performance.

Our historical financial information is a mere analysis of our past performance and does not have any
implication or may not necessarily reflect our financial performance in the future. Our business and financial
prospect will depend on our capability to secure new property development opportunities and deliver existing
property projects according to their development schedule and to control our costs.

Revenue from sales of properties has constituted, and is expected to continue to constitute, a substantial
source of our total revenue. Our operating results for any given period primarily depend on the recognized GFA
and the ASP of the properties we recognize during such period and the market demand for those properties.
Conditions of the property markets change from period to period and are affected by the economic, political and
regulatory developments in China in general as well as in the cities and regions in which we operate. Our
recognized GFA fluctuates from period to period depending on the size of the projects and the stage of their
development. The recognized ASP of our properties may also fluctuate from period to period depending on the
ASP for properties in cities and regions where we develop and sell property projects. Due to the abovementioned
factors, our gross profit for 2021 was lower than that for 2020.

Furthermore, we recorded a relatively higher gross profit margin of 40.8% and 21.9% in 2019 and 2020,
respectively, as compared to that of 2021. Such higher gross profit margin in 2019 and 2020 was primarily due
to the relatively higher ASP and the relatively lower average land use right cost per sq.m. associated with the
property projects we delivered in the same period. During recent years, the land acquisition costs from
list-for-sale, auctions and public tenders are generally higher than that from acquiring equity interests in
companies that possess land use rights. Therefore, more and more property developers are actively looking for
suitable acquisition opportunities in the market. Leveraging the industry foresight and experience of our
management team, we were able to seize such acquisition opportunity and to negotiate relatively favorable terms
during the acquisition of Shanghai Sheshan Country Club.

However, there is no assurance that our financial performance, in the future will remain at a level
comparable to those recorded in 2019, 2020 and 2021. If we fail to secure new property development
opportunities, deliver existing property projects according to their development schedule or control our cost, or
fail to maintain our profit margin at a comparable level, our business, financial condition and results of
operations may be materially and adversely affected.

Our business operations are subject to extensive government policies and regulations and, in particular, we
are susceptible to adverse changes in policies related to the property industry in China and in regions in
which we operate.

Our business is subject to extensive governmental regulations and, in particular, we are sensitive to
policy changes in the property market in China. The PRC government exerts considerable direct and indirect
influence on the growth and development of the property market in China through industry policies and other
economic measures such as setting interest rates, controlling the supply of land for property development,
changing bank reserve ratios, implementing lending restrictions, increasing tax and duties on property transfers
and imposing restrictions on foreign investment and currency exchange. In recent years, various control measures
have been promulgated by central and local governments aiming at cooling the property sector and there is no
assurance that further measures may be adopted to regulate this sector. These measures, including policies
restricting individual home purchasers from acquiring second or more residential property and policies restricting
the availability of individual loans to individuals and their family members with more than one residential
property, have increased our costs of land acquisition and made the properties we developed more costly,
unattractive or even unavailable to certain of our customers. See “Regulation — Real Estate Financing” for more
details.

18



In August 2020, the Ministry of Housing and Urban-Rural Development of the PRC (“MOHURD”) and
PBOC have held a joint meeting to communicate with key real estate enterprises and other relevant governmental
departments. In the meeting, it is announced that MOHURD and PBOC, jointly with other relevant governmental
departments, have formulated rules for fund monitoring and financing administration of key real estate
enterprises to establish a more market-oriented, rule-based and transparent administration over the financing by
real estate enterprises. The “Three Red Lines” policy was set up in relation to financings for real estate
enterprises. The “Three Red Lines” refers to the financial performance of a real estate enterprise: (1) liabilities
to assets ratio after excluding the advances received shall not exceed 70 per cent.; (2) net debt to equity ratio
shall not be greater than 100 per cent.; and (3) cash to short term borrowing ratio shall not be less than one.
Availability of financing for property developers may be restricted if they do not meet such ratios.

We cannot assure you that such measures will not have a negative impact on our business or that the
demand for new properties in cities and regions where we have or will have operations will continue to grow in
the future or that there will not be over-development or market downturn in the property market in China. If we
fail to adapt our operations to new policies, regulations or measures that may come into effect from time to time
with respect to the property industry, or if our marketing and pricing strategies are ineffective in promoting our
contracted sales in response, such policy and market condition changes may dampen our contracted sales, result
in the defer of our pre-sale schedules, and cause us to lower our ASPs and/or incur additional costs, in which
case our operating cash flows, gross profit margin, business prospects, results of operations and financial
condition may be materially and adversely affected.

Changes in interest rates have affected and will continue to affect our financing costs and, ultimately, our
results of operations.

We have incurred and expect to continue to incur a significant amount of interest expenses relating to
our borrowings from commercial banks, asset management, and trust financing providers. Accordingly, changes
in interest rates have affected and will continue to affect our financing costs, which in turn may affect our
profitability and operating results. As all of our borrowings are in Renminbi, the interest rates on our borrowings
are affected by the benchmark interest rates set by the PBOC, which have fluctuated significantly in recent years.
Our interest on interest-bearing bank and other borrowings incurred in 2019, 2020 and 2021 were RMB763.9
million, RMB772.4 million and RMB1,324.3 million (US$207.7 million), respectively. In 2019, 2020 and 2021,
our finance costs were RMB261.7 million, RMB302.0 million and RMB322.5 million (US$50.6 million),
respectively. Most of the interest costs incurred were capitalized. In addition, some of our current bank loans and
other borrowings are subject to restrictive covenants linked to our financial performance. Therefore, any future
increases in the PBOC benchmark interest rate as a result of government policies may lead to higher lending
rates, which may increase our financing costs, trigger the application of the restrictive covenant regime and
subject our business, financial condition and results of operations to consequential adverse impact.

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 open market value determined at each
reporting date by external valuers. Fair value is based on active market prices, adjusted, if necessary, for any
differences in the nature, location or condition of the specific asset. Gains or losses arising from changes in the
fair value of any such investment properties will affect our results of operations in the period when they arise
and the impact may be significant.

The amount of revaluation adjustments has been, and will continue to be, subject to market fluctuations
and the changes of significant unobservable inputs in the valuation techniques. 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. On the other hand, 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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The real estate industry in China is highly competitive.

There are a large number of property developers in China and we expect the level of competition to
increase over time, especially as new players enter the market and existing players expand, merge, reorganize and
become more established. Intense competition among property developers in China for land, financing,
construction materials and skilled management and human resources may result in an increased cost for land
acquisition and construction, oversupply of properties available for sale, decrease in property prices, slowdown
in the rate at which new property developments are approved or reviewed by the relevant PRC government
authorities and increase in administrative costs for hiring or retaining qualified contractors and personnel.
Although our Directors, senior management and key personnel are experienced professionals in their respective
fields, we are still relatively young compared to other more established property developers in China. Many of
our competitors, including top-tier domestic developers and overseas developers, may be more competitive in
terms of scale, client base, resources, brand reputation and industry influence. Domestic and overseas property
developers have entered the real estate markets where we have operations. If we fail to compete effectively, our
business, financial condition and results of operations will suffer.

We may be subject to losses for properties under development and completed properties held for sale due
to construction and sales schedule as well as the volatility in the real estate market.

We may be subject to losses for properties under development and/or completed properties held for sale
due to a number of factors, including but not limited to delays in construction and sales schedule and changes
in the real estate market. The losses may be recognized from (i) property projects that incurred development costs
in their early stage of development but recorded or are expected to record profits over their full development
cycle, and (ii) property projects that are expected to record losses over their full development cycle due to their
relatively lower revenue expected to be received from sales of properties than their development costs incurred.
In general, properties under development require us to increase our investment and resources in development and
pre-sale activities. We also need to make provision for properties under development based on our estimates of
selling prices, the development costs under development and the costs to be incurred in selling the properties
based on prevailing market conditions.

In particular, if we fail to complete the construction or sell the properties in time at our desired prices,
the volatility of the real estate market may subject us to risks in connection with possible impairment losses for
properties under development as well as completed properties held for sale. Impairment losses may arise when
the carrying value of a property exceeds its recoverable amount. We recognized impairment losses of properties
under development of RMB37.9 million, RMB80.3 million and RMB127.0 million (US$19.9 million) in 2019,
2020 and 2021, respectively. In 2020 and 2021, we had impairment losses of RMB28.5 million and RMB132.1
million (US$20.7 million), respectively transferred from properties under development to completed properties
held for sale. We cannot guarantee that similar losses will not occur in the future, if any or at similar level, during
adverse market conditions in the future. Any similar incurrence in the future may materially and adversely affect
our business, financial condition and results of operations.

We may not be able to complete our projects according to our budget or construction schedule, or at all,
which may lead to loss of or delay in recognizing revenues, lower returns and claims from customers.

Completion of property development projects requires substantial capital expenditures for, among
others, land acquisition and construction. The construction of property projects usually take approximately a year
before the properties could generate positive net cash flow through pre-sales, sales and leasing. However, it
might take over a year or longer before we could generate positive net cash flow from such property projects.
Furthermore, depending on the type of properties and revenue generated, it may take up to one year after the
completion of these properties before we deliver such projects. As a result, our cash flows and results of
operations may be significantly affected by our project development schedules, any changes to such schedule and
our budget control in completing those projects.
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The schedules of our project development and whether the project can be completed under our planned
budget depend on a number of factors, including the performance and efficiency of our third-party contractors
and our ability to finance construction and the associated financing costs. Other specific factors that could
adversely affect our project development schedules and budgets include:

* changes in market conditions, economic downturns and decreases in business and consumer
sentiment;

e changes in relevant regulations and government policies;

* relocation of existing residents and/or demolition of existing constructions;

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

* labor disputes;

e construction accidents;

e errors in judgment on the selection and acquisition criteria for potential sites; and
* natural catastrophes and adverse weather conditions.

Construction delays or failure to complete the construction of a project according to its planned
specifications, schedule and budget may negatively impact our reputation as a property developer, further
causing loss of or delay in our recognizing revenues and returns. If a property project is not completed on time,
the purchasers of pre-sold units may be entitled to late delivery compensation or even terminate the pre-sale
contracts and claim damages. See “— We face risks related to the pre-sale of properties from any potential
limitations or restrictions imposed by the PRC government.” We cannot assure you that we will not experience
any significant delays in completion or delivery of our projects in the future or that we will not be subject to any
liabilities for any such delays.
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There is no assurance that we will always be able to successfully deliver our projects to our customers and
failure to do so may subject us to claims of compensation or refunds of pre-sale.

We have derived and expect to derive substantial majority of revenue from sales of properties. We
generally commence the pre-sale of our properties prior to completion of construction and receive advance
payments from customers based on billing schedules as established in the pre-sale contracts. Such payments
received are initially recorded as contract liabilities and will be recognized as revenue when our customers obtain
the physical possession or the legal title of the completed properties, we have right to payment and collection
of the consideration is probable.

However, the delivery of our properties to the customers may be disrupted by unforeseeable events, such
as outbreak of contagious diseases, occurrence of force majeure events, regulatory changes and/or natural
disasters. See “— We may not be able to complete our projects according to our budget or construction schedule,
or at all, which may lead to loss of or delay in recognizing revenues, lower returns and claims from customers”
above for details. In such events, we may need to refund a portion or all of our contract liabilities that are
recognized as revenue to our customers. In 2019, 2020 and 2021, we had not experienced failure of delivering
property projects to customers on time, which subject us to claims of compensation or refunds of pre-sale.
However, we cannot assure you that we will not experience any significant delays in delivery of our projects in
the future or that we will not be subject to any liabilities for any such delays. In the event we are unable to
successfully deliver our properties to our customers, we may be subject to claims to refund a portion or all of
our contract liabilities, which may materially and adversely affect our business, financial condition and results
of operations.
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Our business may be adversely affected if we fail to obtain, or experience material delays in obtaining,
requisite government approvals or licenses in carrying out our property development and leasing
operations.

The real estate industry in China is heavily regulated. Property developers must abide by various laws
and regulations, including rules stipulated by national and local governments to enforce these laws and
regulations. To engage in property development and leasing operations, we must apply to the relevant
government authorities to obtain various licenses, permits, certificates and approvals, including but not limited
to, qualification certificates, land use right certificates, construction land planning permits, construction work
planning permits, construction work commencement permits, pre-sale permits and completion certificates, and
renew for those relating to ongoing operations. We must meet specific conditions in order for the government
authorities to issue or renew any certificate or permit. If we fail to apply or renew the certificates in a timely
manner, our operations may be adversely affected.

Before commencing business operations, entities engage in property development are required to obtain
a qualification certificate for property development enterprises (55 Mz BHEE {3 &/ 75 3). Those who engage
in property development without obtaining qualification certificate will be ordered to rectify within the
prescribed time period and pay a penalty of RMB50,000 to RMB100,000. Where no rectification has been made
on or before expiry of the prescribed time period, the department of industry and commerce administration may
revoke the business license of the non-compliant party. See “Regulation — Qualifications of Real Estate
Developers” for details. We cannot assure you that such incidents will not occur in the future.

In 2019, 2020 and 2021, some of our subsidiaries were not in compliance with certain construction-
related PRC laws and regulations, including commencing construction works prior to obtaining requisite
construction work planning permits and/or failing to conduct relevant construction works in accordance with the
construction work planning permits, and commencing construction works prior to obtaining requisite
construction work commencement permits and/or failing to fully comply with the relevant laws and regulations
in relation to construction work quality. We had paid the relevant penalties in full in connection with the
foregoing as of the date of this offering memorandum. We cannot guarantee that we will be able to adapt to new
rules and regulations that may come into effect from time to time with respect to the real estate industry or that
we will not encounter material delays or difficulties in fulfilling the necessary conditions to obtain and/or renew
all necessary certificates or permits for our operations in a timely manner, or at all, in the future. Therefore, in
the event that we fail to obtain or renew, or encounter significant delays in obtaining or renewing, the necessary
government approvals for any of our major property projects, we will not be able to continue with our
development plans, and our business, financial condition and results of operations may be adversely affected.

The total GFA of some of our developments may exceed the original permitted GFA and such excessive GFA
is subject to governmental approval and will require us to pay additional land premium.

The permitted total GFA for a particular property development is set out in various governmental
documents issued at various stages. In many cases, the underlying land grant contract will specify permitted total
GFA. Total GFA is also set out in the relevant urban planning approvals and various construction permits. If
constructed total GFA exceeds the permitted total, or if the completed development contains built-up areas that
the authorities believe do not conform to the approved plans as set out in relevant construction work planning
permit, we may not be able to obtain the acceptance and compliance form of construction completion (¥ T.5j
WAL F) for our project and, as a consequence, we would not be able to deliver individual units to purchasers.
Moreover, excessive GFA requires additional governmental approval, and the payment of additional land
premium. We cannot assure you that the constructed total GFA for each of our existing projects under
development or any future property developments will not exceed our permitted total GFA, or the authorities will
determine that all built-up areas conform to the plans approved as set out in the construction work planning
permit. Moreover, we cannot assure you that we will have sufficient funding to pay any required additional land
premium or take any remedial actions that may be required in a timely manner, or at all. Any of these factors
may materially and adversely affect our reputation, business, financial condition and results of operations.
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We rely on third parties in certain key aspects of our business and if any of such third parties fails to
perform their contractual obligations or to comply with the relevant laws and regulations, or if our
relationships with any of them deteriorate, our reputation or business operation may be adversely affected.

We engage third parties to carry out various services relating to our property development projects,
including project design, pile setting, foundation building, construction, equipment installation, elevator
installation and landscaping. We generally select these third-party service providers or contractors through tender
processes. Completion of our projects is subject to the satisfactory performance by these third parties under their
contractual obligations, including their adherence to our quality standards and the pre-agreed schedule for
completion. We cannot assure you that the services rendered by any of these third parties will be satisfactory or
meet our requirements for quality and safety, or that their services will be completed on time. If the performance
of any third-party service provider or contractor is proved unsatisfactory, or if any of them is in breach of their
contractual obligations due to their financial difficulties or other reasons, we may need to replace such service
provider or contractor or take other remedial actions, which could materially and adversely affect our costs, the
construction progress of our projects and our reputation, credibility, financial position and business operations.
We may also be subject to various customer complaints if our customers are unsatisfied with the quality of our
projects after delivery due to the failure of such third-party service providers or contractors to meet our quality
standards. In addition, we may also be subject to risks, including but not limited to administrative penalties and
impaired reputation, if our third-party service providers or contractors fail to comply with the relevant laws and
regulations.

Moreover, as we are expanding our business into new geographical locations, there may be a shortage
of third-party service providers or contractors that meet our standards and, as a result, we may not be able to
engage a sufficient number of qualified third-party service providers or contractors in a timely manner, which
may adversely affect the construction schedules and development costs of our property development projects.
Furthermore, if our relationship with any of the third-party service providers or contractors deteriorates, a serious
dispute with such third-party service provider or contractor may arise, which may in turn result in costly legal
proceedings. The occurrence of any of the abovementioned events may have a material adverse effect on our
business, financial condition, results of operations and reputation.

Our operations are dependent on our major suppliers.

Our suppliers are mainly construction contractors and construction material suppliers. We relied on these
major suppliers to operate our businesses. Some of our general contractors and subcontractors are local level
operating entities owned or controlled by group companies in China. Although we transacted with such local
level operating entities on an individual basis, we aggregated the purchases from such entities and counted each
of the relevant group companies as a major supplier. As such, purchases from our five largest suppliers accounted
for approximately 34.3%, 34.5% and 30.0% of our total purchases in 2019, 2020 and 2021, respectively.
Purchases from our largest supplier in 2019, 2020 and 2021 accounted for approximately 8.9%, 11.1% and 10.0%
of our total purchases, respectively.

If a large number of our current major suppliers decide to terminate business relationships with us or,
if the services or raw materials supplied by our current suppliers fail to meet our standards, or if our current
service or raw material supplies are interrupted for any reason, we may not be able to easily switch to other
qualified suppliers in a timely fashion, which may materially and adversely affect our business, financial
condition and results of operations.
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We face risks related to the pre-sale of properties from any potential limitations or restrictions imposed
by the PRC government.

We make certain undertakings in our pre-sale contracts. Our pre-sale contracts and PRC laws and
regulations provide remedies for breach of these undertakings. For example, if we fail to deliver the development
of units which we have pre-sold, we will be liable to the purchasers for their losses. If we fail to complete a
pre-sold property on time, our purchasers are entitled to claim compensation for late delivery under either their
contracts with us or the relevant PRC laws and regulations. If our delay extends beyond a specified period, our
purchasers may terminate their pre-sale contracts and bring claims for additional compensation. A purchaser may
also terminate his or her contract with us and/or bring claims for compensation for certain other contract disputes,
including, for example, if the GFA of a relevant unit, as set out in the individual building ownership certificate,
deviates by more than 3% from the GFA as set out in the contract; if the floor plan of a relevant unit is different
from what is set out in the contract and adversely affects the quality and functionality of the unit; if the interior
decoration of a relevant unit is inferior to what is set out in the contract; or if the purchaser fails to receive the
individual property ownership certificate within a statutory period due to our fault. We cannot assure you that
we will not breach such undertakings in the future. If we experience material delays in delivering our properties
in the future or are required to pay significant amounts of compensations to our purchasers due to contractual
disputes or other reasons, our business, financial condition and results of operations may be materially and
adversely affected.

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, such as 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 (15 A e s &1 B A 28— 20 0 6 35 4 2 T 35 B 5 =5 i ot A 5 L5 11 2 A B P FEL 28, the prre-
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 may be
appropriated according to 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 Project Operation and Management
— Sales and Marketing — Pre-sale” for more details on our pre-sale activities and compliance with the relevant
pre-sale laws and regulations. There can be no assurance 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 business, financial condition
and results of operations.

Fluctuations in the labor costs and the price of raw materials could adversely affect our business and
financial performance.

In 2019, 2020 and 2021, we experienced an increase in development and construction costs mainly due
to rising labor costs and raw material prices, and expect such costs to continue to increase in the foreseeable
future. We procure construction materials through our external contractors or by ourselves. The cost of
construction materials, such as steel and concrete, may continue to fluctuate from time to time. As some of our
major construction contracts are not fixed unit-price contracts, we bear the risk of price fluctuations in costs of
labor and construction materials during the relevant contract term when the prices exceed certain thresholds.
Additionally, increases in the cost of labor and construction materials will likely drive our contractors to increase
their fee quotes for our new property development projects. Furthermore, we typically pre-sell our properties
prior to their completion and will not be able to pass the increased costs on to our customers if such increases
are subsequent to the pre-sale. The rising costs of labor and construction materials, and our inability to pass such
increases on to our customers may result in higher costs of project development, thereby adversely affecting our
business, financial condition and results of operations.
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The LAT calculated by the relevant PRC tax authorities may be different from our calculation of the LAT
liabilities for provision purposes, which may have a material adverse effect on our financial condition.

Our properties developed for sale are subject to LAT. Under the PRC tax laws and regulations, all income
derived from the sale or transfer of land use rights, buildings and their ancillary facilities in China is subject to
LAT on the appreciation of land value at progressive rates ranging from 30% to 60%. We only prepay a portion
of such provisions each year as required by the local tax authorities.

We make provisions for the full amount of applicable LAT in accordance with the relevant PRC tax laws
and regulations from time to time, pending settlement of such with the relevant tax authorities. Provisions for
LAT are made on our own estimates based on, among others, our own apportionment of deductible expenses
which is subject to final confirmation by the relevant tax authorities upon settlement of LAT. However, given the
time gap between when we make provision for and when we settle the full amount of LAT payable, the relevant
tax authorities may not necessarily agree with our own apportionment of deductible expenses or other bases on
which we calculate LAT. Hence, our LAT expenses as recorded in a particular period may require subsequent
adjustments. If the relevant tax authorities determine that our LAT liabilities exceed our LAT prepayments and
provisions and seek to collect such excessive amount, our cash flow, financial condition and results of operations
may be materially and adversely affected.

It is uncertain whether we will be able to recover our prepaid taxes and other tax recoverables.

We had prepaid taxes and other tax recoverables of RMB415.3 million, RMB431.6 million and
RMB712.9 million (US$111.9 million) as of December 31, 2019, 2020 and 2021, respectively. Our prepaid taxes
and other tax recoverables primarily represent prepaid VAT and, to a lesser extent, other surcharges prepaid by
us. Pursuant to relevant tax laws and regulations, we are required to prepay non-refundable VAT for our pre-sold
properties at the time the sales are contracted. Such prepaid amount is calculated based on the contracted selling
price with reference to a fixed rate stipulated in the relevant tax laws and regulations. However, the final
settlement amount of VAT is determined by the amount of input VAT and output VAT based on the applicable VAT
rate in effect when the properties are delivered. While the prepaid VAT may enable us to reduce future tax
payment, our prepaid VAT may also pose risks to us as its recoverability is dependent on the then applicable VAT
rate in effect. Upon the final settlement, our prepaid VAT will be deducted from our VAT liabilities in the event
that the final settlement amount of VAT exceeds the prepaid amount. However, such prepaid VAT will not be
refunded if the prepaid amount exceeds the settlement amount.

Therefore, there is no assurance that the prepaid VAT can be recovered. Efforts by the PRC government
to increase tax revenues could also result in revisions to tax laws and regulations or their interpretation, which
could increase our various tax liabilities. If there is an adjustment of applicable VAT tax rate in effect or a
significant increase in the cost of sales of our property projects, which resulted in a decrease in such projects’
gross profits, the associated final settlement of VAT may be adjusted to an amount lower than our prepaid VAT.
As a result, we may not be able to recover our prepaid VAT, which could have a material adverse impact on our
business, financial condition and results of operations.

Our deferred income tax assets may not be recovered, which could adversely affect our results of operation.

As of December 31, 2019, 2020 and 2021, we had deferred tax assets of RMB792.6 million, RMB521.4
million and RMB616.9 million (US$96.8 million), respectively, which mainly represented accrued LAT and
unrealized revenue in contract liabilities. Deferred tax assets are recognized and measured based on the expected
manner of realization or settlement of carrying amount of the relevant assets and liabilities, using tax rates
enacted or substantively enacted at the end of each reporting period. In determining the carrying-over amounts
of deferred tax assets, expected taxable profits are estimated based on a number of assumptions relating to our
operating environment requiring significant level of judgment exercised by our Directors. 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 regulatory environment. Therefore, we may not be able to
recover our deferred income tax assets, which could have a material adverse impact on our business, financial
condition and results of operations.
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Our property development business is subject to customer claims under statutorily mandated quality
warranties.

Under Regulations on the Administration of Quality of Construction Works ( {Eak TR & & Mk
) ), which became effective on January 30, 2000, amended respectively on October 7, 2017 and April 23,
2019, all property developers in China must provide certain quality warranties for the properties they construct
or sell. We are required to provide these warranties to our customers. See “Business — Our Project Operation
and Management — Project Delivery and After-Sales Services — Warranties” for more details. We have received
customer claims in relation to the quality of our projects in the past and expect to continue to receive customer
claims in the future. In addition, we may be subject to other types of customer claims from time to time during
our ordinary course of business, such as claims in relation to the delay in delivering property title documents due
to various reasons, including longer time required for completing the relevant procedures than expected or delay
in commencing the relevant procedures, including but not limited to the examining procedure by the relevant land
use right authorities and the registration, approval and certificate production procedures by the relevant property
right authorities.

We cannot assure you that we will not face any materially adverse customer claims in the future. If a
significant number of claims are brought against us under our warranties and we are unable to obtain
reimbursement for such claims from third-party service providers or contractors in a timely manner, or at all, or
our funds to cover our payment obligations under the quality warranties are not sufficient, we could incur
significant expenses to resolve such claims or face delays in remedying the related defects, which would in turn
harm our reputation and have a material adverse impact on our business, financial condition and results of
operations.

We may be subject to fines or sanctions by the PRC government if we fail to comply with the land grant
contracts.

Under PRC laws and regulations, if we fail to develop a property project according to the terms of land
grant contracts, including those relating to the payment of land premium and other fees, the designated use of
land and the time for commencement and completion of our property development of the land, the relevant
government authorities may issue a warning to, or impose a penalty on, us or require us to pay the liquidated
damages or forfeit the land use rights. Any such violation of the terms of the land grant contract may also restrict
our ability to participate, or prevent us from participating in future land bidding.

Specifically, under current PRC laws and regulations, if we fail to pay any outstanding land grant
premium by stipulated deadlines, we may be subject to late payment penalties at the rate of 0.1% of the unpaid
land premium per day, or the repossession of the land by the government. If we fail to commence development
for more than one year from the commencement date stipulated in the land grant contracts, the relevant PRC land
authorities may impose an idle land fee of up to 20% of the land grant premium. If we fail to commence
development for more than two years after the commencement date stipulated in the land grant contracts, our land
use rights are subject to forfeiture to the PRC government unless the delay in development is caused by
government actions or force majeure. Moreover, even if we commence development of the land in accordance
with the land grant contracts, if our developed land area is less than one-third of the total land area, or if our total
capital expenditure on land development is less than one-fourth of the total amount expected to be invested in
the project in the project proposal, or if the development of the land is suspended for over a year without
government approval, our land may also be treated as idle land. See “Regulation — Land for Property
Development” for more details on the relevant requirements relating to land grant premiums.

There are specific enforcement rules on idle land and other aspects of land grant contracts in many cities
in China, and the local authorities enforce such rules in accordance with instructions from the central government
of China. Where a right-holder to use a plot of state-owned land for construction conducts malicious hoarding
or speculation of the land, current measures in place require the competent land authorities not to accept any
application for new land use rights or process any title transfer transaction, mortgage transaction, lease
transaction or land registration applications in respect of any idle land before such holder completes the requisite
rectification procedures. 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 from the initial
acquisition of the repossessed land or recover development costs and other costs incurred up to the date of the
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repossession. In addition, we cannot assure you that regulations relating to idle land or other aspects of land grant
contracts will not become more restrictive or punitive in the future. If we fail to comply with the terms of any
land grant contracts as a result of delays in project development or other factors, we may lose the opportunity
to develop our project, as well as our past investment in the land, which could materially and adversely affect
our business, financial condition and results of operations.

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. The failure to register the lease
agreements does not affect the validity of our 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 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 incur us additional efforts and/or 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 we can complete the registration of these lease
agreements and any other lease agreements that we may enter into in the future. See “Business — Leased
Properties for Self-Use” for more details.

Inappropriate marketing activities 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 China, we are subject to a variety of laws and regulations concerning
marketing and promotion of our property development projects, our business and our brand image. We currently
rely on third-party advertising agents to conduct marketing activities primarily when entering into a new market,
but we will gradually swift to our in-house sales and marketing team when we obtain more understandings of
the local markets. If any of the marketing contents created by our third-party advertising agent or by us is
considered to be untruthful or misrepresentative, we will be required to cease advertising, remedy adverse effects
and turn in a fine amounting to three to five times of our advertising fees. There are risks of whether our
marketing activities can fully comply with all such requirements with respect to marketing activities. Any false
advertising may cast doubt on our other disclosures, advertisements, filings and other publications, deteriorate
our brand name and reputation, and consequently materially and adversely affect our business, financial
condition and results of operations.

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

We derive the substantial portion of our revenue from sale of properties and most of our purchasers apply
for bank borrowings and mortgages to fund their purchases. Therefore, the availability of mortgages to our
prospective purchasers would significantly affect our financial condition and results of operations. In accordance
with industry practice, commercial banks require us to guarantee mortgage loans offered to purchasers of the
properties that we develop. Typically, we guarantee mortgage loans for purchasers up until (i) we complete the
relevant properties and the property ownership certificates and the mortgage are registered in favor of the
mortgagee bank or (ii) the settlement of mortgage loans between the mortgagee bank and the purchaser,
whichever is earlier.

The guarantees cover the full value of mortgages that purchasers of our properties have obtained to
finance their purchases and any additional payments or penalties imposed by mortgagee banks for any defaults
in mortgage payments by the purchasers. If a customer defaults on payment of his or her mortgage, the mortgagee
bank may require that we immediately repay the entire outstanding balance of the mortgage and any additional
payments or penalties pursuant to the guarantee. Upon satisfaction of our obligations under the guarantee, the
mortgagee bank would then assign its rights under the loan and the mortgage to us and we would then have full
recourse to the property. In line with the industry practice, we do not conduct any independent credit checks on
our customers and rely on the credit evaluation conducted by the mortgagee banks on such customers. Such credit
risks are contingent liabilities not reflected on our balance sheets.
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As of December 31, 2019, 2020 and 2021, our outstanding guarantees over the mortgage loans of our
customers amounted to RMB7,570.3 million, RMB6,325.0 million and RMB7,855.9 million (US$1,232.8
million), respectively. We cannot assure you that defaults by purchasers will not occur in the future. If a
significant amount of our guarantees are called upon at the same time or in close succession, if there is a material
depreciation in the market value of the relevant properties, or if we cannot resell such properties due to
unfavorable market conditions or for other reasons, our business, financial condition and results of operations
may be materially and adversely affected.

Our commercial property investment and operation businesses may subject us to a variety of risks.

We strategically retain certain quality commercial properties for investment purposes and we mainly
operate our commercial property businesses by way of direct leasing or through sales and leaseback arrangement,
under which we sell a property and then lease it back from the legal owner to generate rental income. As of
December 31, 2019, 2020 and 2021, we had investment properties amounting to RMB2,918.4 million,
RMB3,245.6 million and RMB2,483.2 million (US$389.5 million), respectively. Since commercial property
investment and operation are an integral part of our business, we are subject to risks including but not limited
to volatility in market rental rates and occupancy levels, competition for tenants, costs resulting from ongoing
maintenance and repair, and inability to collect rent from tenants or renew leases with tenants due to bankruptcy,
insolvency, financial difficulties or other reasons.

Furthermore, 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 our leased properties. The occurrence of one or more accidents, injuries or
prohibited activities at any of our investment or leased properties could adversely affect our reputation among
customers and guests, negatively impact our brand, deteriorate our overall rents and occupancy rates, and
mandate us to implement additional safeguard measures, thereby increasing our operating costs. If accidents,
injuries or prohibited activities occur at any of our investment properties, we may be held liable for costs,
damages and fines. Our current property and liability insurance policies may not provide adequate or any
coverage for such losses and we may be unable to renew our insurance policies or obtain new insurance policies
without increases in premiums and deductibles or decreases in coverage levels, or at all.

Additionally, investment properties are generally illiquid and our ability to sell our investment properties
in response to changing economic, financial and investment conditions is limited. We cannot assure you that we
will be able to sell any of our investment properties at prices or on terms satisfactory to us, or at all. We cannot
predict the time needed to find purchasers to purchase such investment properties. Should we decide to sell an
investment property which is subject to a lease agreement, we may have to obtain consent from or pay
termination fees to the tenants. We may also incur capital expenditure to manage and maintain our properties,
or to correct defects or make improvements to those properties before selling them. We cannot assure you that
financing for such expenditures would be available when needed, or at all.

Moreover, aging of investment properties, and changes in economic and financial condition beyond our
control such as changes in interest rates or changes in the competitive landscape in the real estate market in China
may adversely affect the amount of rental income we generate from as well as the fair value of our investment
properties, either completed or under development. Our ability to convert any of our investment properties to
alternative uses is limited as such conversion requires extensive governmental approvals and involves substantial
capital expenditures for the purpose of renovation, reconfiguration and refurbishment. We cannot assure you that
such approvals and financing can be obtained when needed. Such and other factors that impact our ability to
respond to adverse changes in the performance of our investment properties may adversely affect our business,
financial condition and results of operations.

Our sales and leaseback arrangement for our investment property may subject us to loss.

In 2019, 2020 and 2021, we had sales and leaseback arrangement for Shanghai ¢ Sunkwan Upper
Commercial Plaza. We sold commercial units to the buyer-lessors, which were independent third parties, through
our subsidiary, Shanghai Qianrong, while the buyer-lessors later entered into management and operation
agreement with our another subsidiary, Shanghai Kunshang. Under the management and operation agreement,
Shanghai Kunshang can lease out such commercial units and receive rental income for a period of five years on
average. At the same time, Shanghai Kunshang may incur additional operating expenses, such as marketing and
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management fees, and may suffer losses, damages and liabilities if failing to fulfill contractual obligations
stipulated in the sales and leaseback arrangement. Shanghai Kunshang also needed to pay the buyer-lessors a rent
based on the purchase amount under the pre-sale contracts entered into between the buyer-lessors and Shanghai
Qianrong.

When determining the selling prices and the rents, we took into account the sales transaction and the
ensuing lease as a whole. However, we cannot assure you that our estimates and the assumption we used can
accurately anticipate the future market condition in the real estate market. If the sales premium we received from
the sales of the commercial property cannot make up for the additional rents we pay to the buyer-lesser
afterwards, we might incur loss under such sales and leaseback arrangement, and our business, financial
condition and results of operations might be materially and adversely affected.

Certain portions of our property development projects and investment properties are designated as civil
air defense properties, and transfer of the right to use such area is subject to restrictions and uncertainties.

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 ( ('
#E N RILFNE A RBHZ21%) ) promulgated by the NPC on October 29, 1996 and amended on August 27, 2009 and
Management Measures for Peacetime Development and Usage of Civil Air Defense Properties ( { NP2 TH##
PIRFBHEE A FHAS BRI ) ) promulgated by the State Civil Air Defense Office (BIFR ARBHZEHFAZE) in
November 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. In 2019, 2020 and 2021, 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 (the “Designated Car Parks”) and we intend
to continue such transfer. As of December 31, 2021, we had civil air defense areas with an aggregate GFA of
approximately 449,779 sq.m., which were primarily used or to be used for car parks. However, in times of war,
such areas may be used by the government at no cost. In the event of war and the civil air defense areas of our
projects are used by the public, we may not be able to use such areas as car parks, and such areas will no longer
be a source of our revenue. We cannot assure you that such laws and regulations will not be amended in the
future, subject us to more burdensome compliance cost.

We may undertake mergers and acquisitions that may pose risks and uncertainties to our business and
expose us to potential liabilities and unresolved disputes of the target company.

We have undertaken merger and acquisition activities in the past and we may continue to do so in the
future. Mergers and acquisitions may cause us to enter into business that we have not previously conducted and
expose us to additional financial and business risks different from those we have historically experienced. Since
analyzes and valuations of the target company are usually conducted based on a number of assumptions, which
may become inappropriate or irrelevant over time, we may suffer losses, damages or liabilities in relation to our
merger and acquisition undertakings. In addition, we may be exposed to hidden or unexpected issues, potential
liabilities and unresolved disputes that the target company may have. Once a merger and acquisition transaction
is executed, we may face continuous challenges and risks associated with assimilation and transition of the target
company into our business. If any of our merger and acquisition activities is not successful or if we fail to manage
or mitigate the aforementioned risks, we may incur additional costs, damages and liabilities. As a result, our
business, financial condition and results of operation may be materially and adversely affected.

We are a holding company and rely primarily on dividends paid by our subsidiaries, joint ventures and
associates to fund any cash and financing requirements we have, and our ability to pay dividends and
utilize cash resources in our subsidiaries, joint ventures and associates depends 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 China. Our ability to make dividend payments and other distributions in cash,
pay expenses, service indebtedness incurred and finance the needs of other subsidiaries depends upon the receipt
of dividends, distributions or advances from our subsidiaries, joint ventures and associates. The ability of our
subsidiaries, joint ventures and associates to pay dividends or other distributions may be subject to their earnings,
financial position, cash requirements and availability, applicable laws and regulations and restrictions on making
payments to us contained in financing or other agreements. If any of our subsidiaries, joint ventures or associates

29



incurs indebtedness in its own name, the instruments governing the indebtedness may restrict dividends or other
distributions on its equity interest to us. These restrictions could reduce the amount of dividends or other
distributions that we receive from these entities, which might in turn restrict our ability to fund our business
operations and pay dividends to our shareholders. In addition, their declaration of dividends will be at the
absolute discretion of their boards and shareholders.

Furthermore, payments of dividends by our subsidiaries, joint ventures and associates are subject to
restrictions under PRC laws. In addition, our subsidiaries, joint ventures or associates may be restricted from
making distributions to us due to restrictive covenants contained in agreements such as bank credit facilities. Any
of the abovementioned factors may affect our ability to pay dividends and to service our indebtedness. As we
expect to continue to invest in subsidiaries, joint ventures and associates for the development of property
projects, our liquidity may be further restricted if we are not able to receive dividends from our existing or future
subsidiaries, joint ventures or associates, which could materially and adversely affect our ability to conduct our
business.

Our business may be adversely affected if we fail to hire or retain our senior management team and other
qualified employees.

Our continued success and growth depends on our ability to identify, hire, train and retain suitably
skilled and qualified employees, including management, sales, project development and design personnel. We
rely on their vision, relevant expertise and experience in respect to business operations, strategies, and project
development and design. For example, most of our Directors and members of our senior management team have
over 15 years of experience in their respective fields, and many of them have been with us since our inception
in Shanghai in 2010. If any Director or any member of our senior management team or any of our other key
personnel were to join a competitor or carry on a competing business, we may lose customers and key
professionals and staff members. The loss of a significant number of our Directors and senior management could
have a material adverse effect on our business if we are unable to find suitable replacements in a timely manner.

Due to the intense competition for management and other personnel in the real estate industry in China,
we may not be able to successfully attract, assimilate or retain all the personnel we need. We may also need to
offer superior compensation and other benefits to attract and retain key personnel and therefore cannot assure you
that we will have the resources to fully achieve our staffing needs. As a result, any failure to recruit and retain
key managerial personnel and other qualified employees could have a material adverse impact on our business
and prospects.

Deterioration in our brand image or any infringement of our intellectual property rights may materially
and adversely affect our business.

We rely, to a significant extent, on our brand name and image to attract potential customers to our
properties. Any negative incident or negative publicity concerning us or our properties may materially and
adversely affect our reputation, business, financial position and results of operations. Brand value is based
largely on consumer perceptions with a variety of subjective qualities and can be damaged even by isolated
business incidents that run contrary to consumers’ trust. Consumer demand for our properties and our brand value
could diminish significantly if we fail to preserve the quality of our properties or fail to deliver a consistently
positive consumer experience, or if we are perceived to act in an unethical or socially irresponsible manner. Any
negative publicity and the resulting decrease in our brand value, or any failure to establish our brand in provinces
and cities in which we currently operate, may have a material adverse effect on our business, financial position
and results of operations. In addition, any unauthorized or unreasonable use or infringement of our brand name
may impair our brand value, damage our reputation and materially and adversely affect our business, financial
condition and results of operations.

Compliance with PRC laws and regulations regarding environmental protection may result in substantial
costs and delays in construction schedule.

We are subject to a variety of laws and regulations concerning the protection of the environment.
Compliance with such laws and regulations may result in delays in our construction work, substantial compliance
and other costs and severely restrict project development activities in environmentally sensitive regions or areas.
See “Business — Environmental Matters” for details.

30



As required by PRC laws and regulations, property projects in environmentally sensitive regions and
with self-built sewage treatment facilities are required to undergo environmental assessments and the related
assessment document must be submitted to the relevant government authorities for approval before
commencement of construction. For other property projects, we are required to file the environmental impact
registration form for record-filing. If we fail to meet such requirements, local authorities may issue orders to
restrict construction and based on the circumstances of the violation and the consequences thereof, impose on
us a fine of between one to five percent of the total investment amount of the project, and may also issue orders
to restore the original conditions before the construction; and the persons directly in charge and other directly
responsible persons of us shall be subject to administrative sanctions under the law. After the completion of
construction, for those projects which need approval from the relevant government authorities before the
commencement of construction as discussed above, we are required to make an acceptance check of the
environment protection facilities and prepare an acceptance report according to the standards and procedures
stipulated by the relevant environmental laws and regulations or the competent administrative department of
environmental protection under the State Council.

However, we cannot assure you that we will be able to comply with all relevant environmental laws and
regulations or the requirements with respect to environmental assessments in the future. It is possible that the
environmental assessments conducted may not reveal all environmental liabilities to their fullest extent, and there
may be material environmental liabilities of which we are unaware. In the event of a termination of construction
and/or imposition of a fine as a result of our non-compliance, our business, financial condition and results of
operations may be materially and adversely affected.

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.
Toward the end of 2019, an outbreak of highly infectious novel coronavirus was reported. In March 2020, the
World Health Organization characterized the outbreak of COVID-19 a pandemic. As of the date of this offering
memorandum, the COVID-19 pandemic has spread to over 200 countries and territories globally, with the death
toll and number of infected cases continuing to rise. Many countries have imposed unprecedented measures to
halt the spread of the COVID-19 pandemic, including strict city lockdowns and travel bans. Several cities in
China where we have land bank and operations had been under a lockdown and have imposed travel restrictions
in an effort to curb the spread of the COVID-19 pandemic. As a result, our operations may be materially and
adversely affected by potential delays in or reductions of business activities and commercial transactions and by
general uncertainties surrounding the duration of the government’s extended business and travel restrictions.

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. The potential downturn brought by and the duration of the COVID-19 may be
difficult to assess or predict where actual effects will depend on many factors beyond our control. The extent to
which the COVID-19 impacts our business, financial condition and results of operations remains uncertain, and
we are closely monitoring its impact on us. 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.
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Current insurance coverage may not be adequate to cover all risks related to our operations.

In line with industry practice, we maintain a limited number of insurance policies for our property
development projects. In addition, we require the general contractors of our development projects to maintain
insurance policy in accordance with the contracting agreements. We do not maintain insurance covering
construction-related property damage or personal injuries of third parties.

In addition, we do not maintain insurance against any liability arising from allegedly tortious acts
committed on our work sites. We cannot assure you that we will not be sued or held liable for damages arising
from, or in connection with, any such tortious acts. Moreover, there are certain losses for which insurance is not
available on commercially practicable terms such as those due to earthquakes, typhoons, floods, wars, civil
disorders and other events of force majeure. If we suffer any loss, damage or liability in the course of our
business operations, we may not have sufficient funds to cover such loss, damage or liability or to replace any
property development that has been destroyed. In addition, any payment we make to cover any loss, damage or
liability could have a material adverse effect on our business, financial condition and results of operations.

We may be involved in legal and other disputes from time to time arising out of our operations, including
any disputes with our contractors, suppliers, employees, tenants or other third parties, and may face
significant liabilities as a result.

We had and may from time to time be involved in disputes with various parties involved in the
development, sale, leasing and management of our properties, including contractors, suppliers, construction
workers, purchasers and tenants. For example, purchasers of our pre-sale properties may allege that our
marketing materials contain misleading information and/or misrepresentation regarding our properties. These
disputes may lead to legal or other proceedings and may result in damage to our reputation, substantial costs to
our operations, and diversion of our management’s attention. In addition, we may disagree with regulatory bodies
in certain respects in the course of our operations, which may subject us to administrative proceedings and
unfavorable decrees that result in liabilities and cause delays to our properly developments. We cannot assure you
that we will not be involved in any major legal proceedings in the future. Any involvement on these disputes may
materially and adversely affect our business, financial condition and results of operations.

Our business, financial condition, results of operations and prospects may be adversely affected as a result
of negative media coverage relating to us or the real estate market in which we operate or intend to operate.

We may be subject to and associated with negative publicity, including those on the internet, with respect
to our corporate affairs, conducts related to our personnel and the real estate markets we operate or intend to
operate. We may also be subject to negative reports or criticisms by various media, including incidents of fraud
and bribery. We make no representation as to the appropriateness, accuracy, completeness or reliability of any
such information or publication. Nonetheless, any negative coverage, whether or not related to us or our related
parties and regardless of its truth or merit, may have an impact on our reputation and consequently undermine
the confidence of our customers and investors, in turn materially and adversely affecting our business, financial
condition, results of operations and prospects.

RISKS RELATING TO DOING BUSINESS IN CHINA
PRC economic, political and social conditions as well as government policies could affect our business.

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

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

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

* changes in policies of the PRC government, including changes in policies in relation to the Group’s
business segments;

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

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

e changes in the rate or method of taxation;

* the imposition of additional restrictions on currency conversion and remittances abroad; and
* areduction in tariff protection and other important restrictions.

On December 28, 2020, PBOC and CBRC jointly promulgated the Notice of PBOC and CBRC on
Establishing a Centralization Management System for Real Estate Loans of Banking Financial Institutions
( CRBINRSRAT ~ b BSRAT PR By B B B2 B B I 8 57 SR AT 2 < Pl B A st 7 8 4 b R L o R ) 2
1) ), 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, 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.
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The PRC legal system has inherent uncertainties that could limit the legal protection available to you.

Our business is conducted in China and is governed by PRC laws and regulations. All of our operating
subsidiaries are located in China and are subject to PRC laws and regulations. The PRC legal system is based
on written statutes. Prior court decisions are not legally binding and can only be cited as reference. Additionally,
PRC written statutes are often principle-oriented and require detailed interpretations by the enforcement bodies
in applying and enforcing such laws. Since 1979, the PRC government has promulgated laws and regulations in
relation to economic matters such as foreign investment, corporate organization and governance, commerce,
taxation and trade, with a view to developing a comprehensive system of commercial law. However, as these laws
and regulations are continually evolving in response to changing economic and other conditions, and because of
the limited volume of published cases and their non-binding nature, any particular interpretation of PRC laws and
regulations may not be definitive. In addition, the PRC legal system is based in part on government policies and
internal rules, some of which are not published on a timely basis, if at all, and some of which may have a
retroactive effect. The PRC may not accord equivalent rights, or protection for such rights, to those that you
might expect in countries with more sophisticated real estate laws and regulations.

Furthermore, the PRC is geographically large and divided into various provinces and municipalities. As
such, when PRC laws, rules, regulations and policies apply in different parts in the PRC, there may be varying
applications and interpretations. Legislation or regulations, particularly for local applications, may be enacted
without sufficient prior notice or announcement to the public. Accordingly, we may not be aware of the existence
of new legislation or regulations. There is at present no integrated system in the PRC from which information
can be obtained in respect of legal actions, arbitrations or administrative actions. Even if an individual
court-by-court search were performed, certain courts might refuse to make their documentation available for
inspection. As a result, the legal protections available to you under the PRC legal system may be limited.

We may be adversely affected by fluctuations in the China real estate markets, the global economy and
financial markets.

Our business is sensitive to national and local economic conditions in the markets where we operate or
may operate in the future, including GDP growth, inflation, interest rates, availability of and access to capital
markets, consumer spending rates, and the effects of governmental initiatives to manage economic conditions.
Such economic conditions are closely related to global economic conditions and any disadvantageous changes
in global economy could adversely affect China’s economic conditions and in turn our business.

Since September 2021, there has been negative news relating to certain Chinese property companies
including defaults on their indebtedness. This has had a negative impact on, and resulted in increased volatility
in, the property sector in China. Such developments may have an adverse impact on the ability of Chinese
property developers, management companies and potential property purchasers to obtain financing, a decrease
in consumer confidence and demand in China real estate and increased market volatility. There is no guarantee
that such situation will improve, and the property market may not continue to grow and may even experience
significant contraction. In addition, there may be more developers who are unable to pay their debt when due and
default on their indebtedness and we cannot assure you that we will be able to refinance our existing indebtedness
and/or pay our debts when due.

In addition, 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”). On January 31, 2020, the United Kingdom officially exited the European Union
following a UK-EU Withdrawal Agreement signed in October 2019. 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 30, 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 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. 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.
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The outlook for the world economy and financial markets remains uncertain. In Europe, several
countries are facing difficulties in refinancing sovereign debt. In the United States, the unemployment rate
remains relatively high. In Asia and other emerging markets, some countries are expecting to increase
inflationary pressure as a consequence of liberal monetary policy or excessive foreign fund inflow and outflow,
or both. In the Middle East, Eastern Europe and Africa, political unrest in various countries has resulted in
economic instability and uncertainty.

China’s economic growth may 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. In addition, in 2019, the U.S. government restricted certain Chinese technology firms from exporting
certain sensitive U.S. goods. The Chinese government lodged a complaint in the World Trade Organization
against the U.S. over the import tariffs in the same year. The trade war created substantial uncertainties and
volatilities to global markets. 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. 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.
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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 ([ #E—
A A RN A T 4% AN A BLEOR A48 ) (the “Circular 137), 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.

The PRC government has implemented restrictions on the ability of PRC property developers to obtain
offshore financing which could affect our ability to deploy the funds raised outside of China in our business
in the PRC.

On April 28, 2013, SAFE issued the Measures for the Administration of Foreign Debt Registration (¥}
BEEFUE ML) (“Notice No. 197). Notice No. 19 stipulate, among other things, (i) that SAFE will no longer
process foreign debt registrations and applications for the purchase of foreign exchange submitted by
foreign-invested real estate enterprises which obtained approval certificates from and registered with MOFCOM
on or after June 1, 2007; (ii) the foreign-invested real estate enterprises found before June 1, 2007 may borrow
foreign debt within the scope of original difference between investment amount and registered capital pursuant
to relevant laws and regulations; if the difference between investment amount and registered capital after capital
increase is lower than the difference before capital increase, the latter shall be the standard; and (iii) if a
foreign-invested real estate enterprise fails to obtain the State-owned Land Use Certificate or the capital of the
development project fails to reach 35% of the total investment of the project, it shall not borrow foreign debts
from abroad; SAFE shall not register foreign debts or approve the settlement of foreign debts. These regulations
effectively prohibit our ability to fund our PRC subsidiaries by way of shareholder loans.

In addition, equity contributions by us and our non-PRC subsidiaries to our PRC subsidiaries will require
registration from the commerce department of the local government, which may take considerable time and delay
the actual contribution to the PRC subsidiaries. This may adversely affect the financial condition of the PRC
subsidiaries and may cause delays to the development undertaken by such PRC subsidiaries. We cannot assure
you that we have obtained or will obtain in a timely manner all relevant necessary approval certificates or
registration for all our operating subsidiaries in the PRC to comply with this regulation. Furthermore, we cannot
assure you that the PRC government will not introduce new policies that further restrict our ability to deploy,
or that prevent us from deploying, in China the funds raised outside of China.

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

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

The implementation of the EIT Law may significantly increase our income tax expenses.

On March 16, 2007, the PRC National People’s Congress, Chinese national legislature, adopted a new
tax law, the EIT Law, which became effective on January 1, 2008 and was amended on February 24, 2017 and
December 29, 2018. On December 6, 2007, the State Council issued the Implementation Regulations of the PRC
Enterprise Income Tax Law (the “Implementation Regulations”), which also became effective on January 1, 2008
and as amended on April 23, 2019.
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Under the EIT Law and Implementation Regulations, if we are deemed to be a non-PRC tax resident
enterprise without an office or premises in the PRC, a withholding tax at the rate of 10% will be applicable to
any dividends paid to us by our PRC subsidiaries, unless we are entitled to reduction or elimination of such tax,
including by tax treaty. According to a tax treaty between the PRC and Hong Kong, dividends paid by a
foreign-invested enterprise in China to a shareholder incorporated in Hong Kong will be subject to withholding
tax at a rate of 5% if the Hong Kong shareholder directly holds a 25% or more interest in the PRC enterprise.
We cannot assure you, however, that the current tax treaties in place between the PRC and Hong Kong will
remain in place or that we will continue to be able to enjoy a reduced withholding tax on dividends we receive
from our PRC subsidiaries.

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

Under the EIT Law, which became effective on January 1, 2008 and was amended on February 24, 2017
and December 29, 2018, enterprises established outside China whose “de facto management bodies” are located
in China are considered “resident enterprises” and will generally be subject to the uniform 25% EIT rate as to
their global income. Under the Implementation Regulations for the EIT Law, “de facto management bodies” is
defined as the bodies that have material and overall management control over the business, personnel, accounts
and properties of an enterprise.

Substantially all of our management is currently based in China. In April 2009, the PRC State
Administration of Taxation promulgated a circular to clarify the definition of “de facto management bodies” for
enterprises incorporated overseas with controlling shareholders being onshore enterprises or enterprise groups in
China. However, it remains unclear how the tax authorities will explain the regulation. Therefore, we may be
treated as a PRC resident enterprise for EIT purposes. The tax consequences of such treatment are currently
unclear, as they will depend on how PRC finance and tax authorities apply or enforce the EIT Law and the
Implementation Regulations.

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

Our investment properties are held by us under land use rights granted by the PRC government. Under
PRC laws, the maximum term of the land use rights ranges from 40 years to 70 years depending on the land use
purpose. The term of the land use right for land used for residential purposes shall be automatically renewed upon
expiration; the land use rights for non-residential or other purposes will revert to the PRC government unless the
holder of the land use rights applies for and is granted an extension of the term of the land use rights.

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

In certain circumstances, the PRC government may, where it considers it to be in the public interest,
terminate land use rights before the expiration of the term. In addition, the PRC government has the right to
terminate long-term land use rights and expropriate the land in the event the grantee fails to observe or perform
certain terms and conditions pursuant to the land use rights grant contracts. If the PRC government charges a high
land grant premium, imposes additional conditions, or does not grant an extension of the term of the land use
rights of any of our investment properties, our operations could be disrupted, and our business, financial
condition and results of operations could be materially and adversely affected.
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We are a holding company and will rely on dividends paid by the PRC subsidiaries to fund our cash and
financing requirements, and any limitation on the ability of the PRC subsidiaries to pay dividends to us
could have a material adverse effect on our ability to conduct business.

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

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

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

RISKS RELATING TO THE NEW NOTES, THE SUBSIDIARY GUARANTEES AND THE JV
SUBSIDIARY GUARANTEES

We are a holding company and payments with respect to the New 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 New 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 New 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. We cannot assure you that the initial Subsidiary Guarantors or any subsidiaries that may
become Subsidiary Guarantors or JV Subsidiary Guarantors in the future will have the funds necessary to satisfy
our financial obligations under the Notes if we are unable to do so.

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 New Notes. As a result, our payment obligations under the New 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 New Notes. As of December 31, 2021, our Non-Guarantor
Subsidiaries had total debt in the amount of RMB28,333.2 million (US$4,443.9 million), capital commitments
in the amount of RMB4,395.8 million (US$689.5 million) and contingent liabilities arising from guarantees in
the amount of RMB12,808.7 million (US$2,009.0 million). The New 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 New Notes.
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Under the terms of the New 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 New Notes.

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 on a timely
manner.

We now have, and will continue to have after the offering of the New Notes, a substantial amount of
indebtedness. As of December 31, 2021, our indebtedness (including current and non-current interest-bearing
bank and other borrowings and senior notes) amounted to RMB8,591.6 million (US$1,348.2 million). Subsequent
to December 31, 2021, we also incurred other indebtedness for our general business operation. As of December
31, 2021, we had bank and other borrowings and senior notes amounting to RMB3,147.3 million (US$493.9
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 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 New Notes and other debt;
* increase our vulnerability to adverse general economic and industry conditions;

e 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
New 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 New 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 GAAP 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 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.
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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 controlling shareholders. 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 New 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 New 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 certain PRC banks, several of our PRC subsidiaries are subject
to certain 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 New 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 New 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 IFRS 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 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 New 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 New Notes at maturity or as required
for any early redemption.
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Furthermore, although we currently do not have any offshore shareholder loan to our PRC subsidiaries,
we may resort to such offshore lending in the future, rather than equity contribution, to our PRC subsidiaries to
finance their operations. In such 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 New 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 New
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.

Certain major terms of the Indenture may be modified, amended or waived with the consent of holders of
not less than 75% in aggregate principal amount of the outstanding New Notes, which may adversely affect
the interest of the holders of the New Notes and increase the credit risks of the New Notes.

The Indenture allows modification, amendments or waivers of certain major terms to be made with the
consent of holders of not less than 75% in aggregate principal amount of the outstanding New Notes, including
the reduction of the principal amount of, or premium, if any, or interest on, any New Note, the release of any
Subsidiary Guarantor or JV Subsidiary Guarantor from its Subsidiary Guarantee or JV Subsidiary Guarantee, as
the case may be, except as provided in the Indenture. See “Description of the New Notes — Amendments and
Waiver — Amendments With Consent of Holders” for more details. Such provisions would reduce the protection
afforded to the holders of the New Notes and potentially increase the credits risks of the New Notes.

The New Notes are subject to optional redemption by us.

As set forth in “Description of the New Notes — Optional Redemption,” the New 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 New Notes. During any period when we may elect to redeem the New Notes, the market value
of those New 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 New Notes when its cost of borrowing is lower than the interest rate
on the New 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 New 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 New 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 New Notes, we may, without satisfying the Fixed Charge Coverage Ratio, pay dividends
on our common stock announced by us in 2022 with respect to the fiscal year ended December 31, 2021 based
on our consolidated financial statements of such fiscal year, to the extent such dividend payment does not exceed
20% of our profit for the fiscal year ended December 31, 2021 or, for any fiscal year ending after 2022, in an
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aggregate amount up to 20% of our net profit for the year based on our consolidated financial statements in the
immediately prior fiscal 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 New Notes.

Interest payable by us to our foreign investors and gain on the sale of our New 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 Doing
Business in China — We may be deemed as a PRC resident enterprise under the EIT Law and be subject to PRC
taxation on our worldwide income.” If we are deemed a PRC resident enterprise, the interest payable on the New
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 New 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 New Notes, or any gains realized from the transfer of New 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 New Notes are providing loans within the PRC, the holders of the New Notes shall
be subject to VAT at the rate of 6% when receiving the interest payments under the New Notes. In addition, the
holders of the New 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 New Notes who is an entity or individual located outside of the PRC resells the
New 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 New 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 New Notes, and could have a material adverse effect on our ability to pay interest on,
and repay the principal amount of, the New 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 New Notes, the value of your investment in our New
Notes may be materially and adversely affected. It is unclear whether, if we are considered a PRC “resident
enterprise,” holders of our New Notes might be able to claim the benefit of income tax treaties or agreements
entered into between China and other countries or areas.

We may be able to redeem the New 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
New 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 New Notes in whole
at a redemption price equal to 100% of the principal amount plus accrued and unpaid interest.
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We may not be able to repurchase the New Notes upon a Change of Control Triggering Event.

We must offer to purchase the New Notes upon the occurrence of a Change of Control Triggering Event,
at a purchase price equal to 101% of the principal amount plus any accrued and unpaid interest. See “Description
of the New Notes — Repurchase of New Notes Upon a Change of Control Triggering Event.” The source of funds
for any such purchase would be our available cash or third-party financing. However, we may not have sufficient
available funds at the time of the occurrence of any Change of Control Triggering Event to make purchases of
outstanding New Notes. Our failure to make the offer to purchase or to purchase the outstanding New Notes
would constitute an Event of Default under the New 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 New Notes and repay the debt.

In addition, the definition of a Change of Control Triggering Event for purposes of the Indenture does
not necessarily afford protection for the holders of the New Notes in the event of some highly leveraged
transactions, including certain acquisitions, mergers, refinancings, restructurings or other recapitalizations.
These types of transactions could, however, increase our indebtedness or otherwise affect our capital structure
or credit ratings. The definition of Change of Control Triggering Event for purposes of the 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 New Notes and the ability of a holder of the
New Notes to require us to purchase its New 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 (“BVI”) 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 New 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 New Notes are familiar.

We conduct substantially all of our business operations through PRC-incorporated subsidiaries in China.
The Subsidiary Guarantors, as equity holders in our PRC subsidiaries, are necessarily subject to the bankruptcy
and insolvency laws of China in a bankruptcy or insolvency proceeding involving any of such PRC subsidiaries.
Any JV Subsidiary Guarantors 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 New Notes are familiar. You should analyze the risks and uncertainties carefully before you invest in our New
Notes.

We may be unable to obtain and remit foreign exchange.

Our ability to satisfy our obligations under the New 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
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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 New 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 New 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 New 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;

e guarantee indebtedness of Restricted Subsidiaries;

e sell assets;

e create liens;

e 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;

e enter into transactions with shareholders or affiliates; and
e 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.
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The terms of the New 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
primarily engaged in permitted business up to an aggregate amount equal to 20.0% of our total assets, without
satisfying the Fixed Charge Coverage Ratio requirement. Subject to certain conditions, we are also permitted to
make investments in any minority owned joint venture which are Franchise Companies (as defined in
“Description of the New Notes”) that are engaged in property development, of which we, through contractual
arrangements or constituent documents, directly or indirectly, control and manage operations. See the definition
of “Permitted Investment” in “Description of the New Notes.”

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

Although approval-in-principle has been issued by the SGX-ST for listing of the New Notes, we cannot
assure you that we will obtain or be able to maintain a listing on the SGX-ST, or that, if listed, a liquid trading
market will develop. The New Notes are offered as part of the exchange consideration pursuant to the Exchange
Offer and will not be marketed separately. In addition, the New 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 New 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 New
Notes. If an active trading market does not develop or is not continued, the market price and liquidity of the New
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 New 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 New 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 New Notes for any such transactions.
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Certain of our affiliates may subscribe to and retain a portion of the New Notes to be issued and may
therefore be able to exercise certain rights and powers on behalf of all holders of the New Notes.
Additionally, this may affect the trading price or liquidity of the New Notes in the secondary trading
market.

Certain of our affiliates may purchase and own a portion of the New Notes being offered under this
offering memorandum. Any holder that holds a significant portion of the New Notes, even if less than a majority,
will be able to exercise certain rights and powers and will have significant influence on matters voted on by
holders of the New Notes. For example, holders of at least 25% in aggregate principal amount of the New Notes
may declare all of the New Notes to be immediately due and payable if certain types of Events of Default have
occurred and are continuing.

The existence of any such holder may reduce the liquidity of the New Notes in the secondary trading
market. Additionally, interests of such holders, which may include our affiliates, may be in conflict with the
interest of other holders of the New Notes. If such holder sells a material portion of the New Notes they hold
in the secondary market, it may adversely affect the trading price of the New Notes. The negative effect of such
sales on the prices of the New Notes could be more pronounced if secondary trading in the New Notes is limited
or illiquid.

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

The price and trading volume of the New 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 New Notes to change. Any such developments may result in large and sudden changes in the trading
volume and price of the New Notes. We cannot assure you that these developments will not occur in the future.

There may be less publicly available information about us than is available in certain other 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 IFRS, 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 IFRS 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
IFRS and other GAAPs and how those differences might affect the financial information contained in this
offering memorandum.

The New 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 New Notes will initially only be issued in global certificate form and held through Euroclear and
Clearstream. Interests in the New 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 New Notes. The nominee of the common depositary for Euroclear and Clearstream will be the sole
registered holder of the global certificate representing the New Notes. Payments of principal, interest and other
amounts owing on or in respect of the global certificate representing the New 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 New
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 New Notes under the Indenture.

Unlike the holders of the New 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.
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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 New 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 New 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 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 New 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 New Notes if the consolidated assets of all our offshore
subsidiaries that do not guarantee the New Notes (other than Exempted Subsidiaries and Listed Subsidiaries) do
not exceed 15.0% of our total assets. As a result, the New 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 New Notes — The Subsidiary Guarantees and the JV Subsidiary Guarantees” in the
Original Offering Memorandum 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
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:

For Subsidiary Guarantors incorporated in the BVI:

i. incurred the debt with the intent to defraud creditors (whenever the transaction took place, and
irrespective of insolvency);

ii. 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;

iii. received no consideration, or received consideration in money or money’s worth that is significantly
less than the consideration supplied by the guarantor;

iv. in the cases of ii. and iii. above, a guarantee will be only be voidable if (1) it was entered into at
a time when the guarantor was insolvent, or if it became insolvent as a consequence of doing so
where insolvent in this context under BVI law means that the guarantor is unable to pay its debts
as they fall due and (2) the guarantee was given within the six month period preceding the
commencement of liquidation, or, if the guarantor and beneficiary are connected entities, two years.

For Subsidiary Guarantors incorporated in other jurisdictions:
* 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;
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e 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 New 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 New Notes.

The Trustee may request that the holders of the New 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
New Notes to provide an indemnity and/or security and/or pre-funding to its satisfaction before it takes actions
and/or steps and/or institute proceedings on behalf of holders of the New 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 New 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 New Notes to take such actions and/or steps
and/or institute proceedings directly.
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USE OF PROCEEDS

We will not receive any cash proceeds from the Exchange Offer. Any Existing Notes exchanged in
connection with the Exchange Offer will be cancelled.
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EXCHANGE RATE INFORMATION
CHINA

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and
demand of Renminbi against a basket of currencies in the market during the prior day. 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.
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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)

2017 et 6.5063 6.7564 6.9060 6.5063
2018 et 6.8755 6.6292 6.9737 6.2649
2019 6.9618 6.9014 7.1786 6.6822
20201t 6.5250 6.8878 7.1348 6.5250
2021 i 6.3726 6.3693 6.3772 6.3435
2022
January ... 6.3610 6.3556 6.3822 6.3206
February ... 6.3084 6.3436 6.3660 6.3084
MaArCh ..o 6.3393 6.3446 6.3720 6.3116
APTIL.ciiiii 6.6080 6.4310 6.6243 6.3590
MY o 6.6715 6.6990 6.7880 6.6079
June (through June 24, 2022) .....cooeeevvinneeennnnnn. 6.6878 6.6944 6.7530 6.6534

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.
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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:

Noon buying rate

Period Period end  Average'" High Low
(HK per US$1.00)

2007 i 7.8128 7.7926 7.8267 7.7540
2008, i 7.8305 7.8376 7.8499 7.8043
2019 i 7.7894 7.8335 7.8499 7.7850
2020, i 7.7534 7.7562 7.7951 7.7498
2021 i 7.7996 7.7990 7.8034 7.7914
2022
January ... 7.7971 7.7917 7.8001 7.7850
February .......oooooiiiiii 7.8137 7.7992 7.8137 7.7894
March ... 7.8275 7.8214 7.8297 7.8129
APTiLaciniiiiiiii 7.8465 7.8414 7.8476 7.8340
May .o 7.8468 7.8490 7.8499 7.8468
June (through June 24, 2022) .......cccoveiiiiinnnnen. 7.8492 7.8484 7.8499 7.8446

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.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our selected financial and other data. The selected consolidated statement
of comprehensive income data for 2019, 2020 and 2021 and the selected consolidated statement of financial
position data as of December 31, 2019, 2020 and 2021 set forth below (except for EBITDA data) have been
derived from our consolidated financial statements as of and for the year ended December 31, 2020 and 2021,
as audited by Ernst & Young, the independent certified public accountants, and included elsewhere in this
offering memorandum. Our financial statements have been prepared and presented in accordance with IFRS,
which differ in certain respects from U.S. GAAP and generally accepted accounting principles in other
jurisdictions. The selected financial data below should be read in conjunction with our consolidated financial
statements and the notes to those statements included elsewhere in this offering memorandum. Also, the
Company’s financial results for any past period are not and should not be taken as an indication of the Company’s
performance, financial position and results of operations in future years.

SELECTED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND OTHER
FINANCIAL DATA

Year ended December 31,

2019 2020 2021
RMB RMB RMB US$
(unaudited)
REVENUE ..., 7,535,159 8,190,576 8,340,071 1,308,739
CoSt Of SALES ..vviieiiiii e (4,464,234)  (6,396,196) (7,167,914)  (1,124,802)
GROSS PROFIT ..., 3,070,925 1,794,380 1,172,157 183,937
Finance inCoOme .........coovviiiiniiiiiiiiiiiiiiiiaieeens 15,804 17,313 83,849 13,158
Other income and gains .........ccocevevviiniineineenennnen. 11,242 8,320 96,891 15,204
Selling and distribution expenses ....................... (213,653) (240,058) (267,339) (41,951)
Administrative eXpenses .........eeeveenerueenerneeneeneenns (250,741) (277,508) (323,303) (50,733)
Impairment losses on financial assets ................. (390) 950 (1,286) (202)
Other eXPEenSes ......ccveeuieirieiineiieeieeineeieeineeannnns (3,159) (7,181) (13,523) (2,122)
Fair value gains on investment properties ........... 175,812 102,537 48,448 7,603
Fair value gains/(losses) on financial assets at
fair value through profit or loss ...................... 1,883 368 (74,220) (11,647)
Finance COSS .......oiviiviiniiiiiiieie e (261,734) (301,971) (322,520) (50,610)
Share of profits and losses of:
JOINt VENTUIES .ivvieiiiiieiie e 15,753 160,965 34,465 5,408
ASSOCIALES wovieieiiit i (8,237) 73,933 (11,710) (1,838)
(LOSS)/PROFIT
BEFORE TAX ... 2,553,505 1,332,048 421,909 66,207
Income tax credit/(EXPense) ........ccoeveeneeueeneenenns (1,876,616) (446,886) 161,597 25,358
PROFIT FOR THE YEAR .............................. 676,889 885,162 583,506 91,565
Profit attributable to:
Owners of the parent .........c...ccoooiviiiiniinn. 219,532 356,064 250,057 39,239
Non-controlling interests ...........cooeeoveerneenneenne. 457,357 529,098 333,449 52,325
676,889 885,162 583,506 91,565
Other financial data (unaudited)
EBITDA™ ..o 3,575,040 2,434,896 2,095,242 328,629
EBITDA margin® ..........cccoooviiiiiiiiiiceceee 47.4% 29.7% 25.1% 25.1%
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Notes:

(1

()

EBITDA consists of profit before taxation plus amortization of intangible assets, interests capitalized, finance costs, depreciation of
right-of-use assets and depreciation of property, plant and equipment. EBITDA is not a standard measure under IFRS. 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. EBITDA does not account
for taxes, interest expense or other non-operating cash expenses. 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. See the section entitled
“Description of the New Notes — Definitions” for a description of the manner in which Consolidated EBITDA is defined for purposes
of the Indenture.

EBITDA margin is calculated by dividing EBITDA by revenue.

SELECTED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As of December 31,
2019 2020 2021
RMB RMB RMB US$
(unaudited)

(in thousands)

NON-CURRENT ASSETS

Property, plant and equipment ............cccecveenneenn. 150,155 143,721 137,837 21,630
Right-of-use asSets .......cocoviviiviiiiiniiiiiiiieieiennns 4,472 1,777 2,438 383
Investment Properties .........ooeoveveeneineineineeneenennns 2,918,400 3,245,600 2,483,200 389,668
Intangible assets .......coeoviviiiiiiiiiiiiiiieieeeeeas 1,966 2,166 1,321 207
Investments in joint VeNntures ................cceceeeneenns 94,333 357,174 612,502 96,115
Investments in assOCIAteS .........ceeevvenireenerninennnnns. 142,283 1,584,016 1,972,217 309,484
Deferred tax assets ......ccoveviininiiiiiiiiiiiiiiiiannns 792,648 521,353 616,919 96,808
Total NON-Current assetS ......oeveveieiierinieiianinenennns 4,104,257 5,855,807 5,826,434 914,295
CURRENT ASSETS
Properties under development ...............cceeeeenenn. 10,859,280 12,495,168 19,739,521 3,097,562
Completed properties held for sale ..................... 1,051,766 1,562,937 784,269 123,069
Trade receivables ......ocoviiiiiiiiiiii 46,661 25,913 23,879 3,747
Due from related companies ............cccoeeveniennenn. 1,997,139 1,341,958 4,909,111 770,347
Due from a shareholder ........................ooonl. — — — —
CoNntract COSt ASSELS uiviniiiririiieiniieeeieieenenenennes 52,438 51,497 174,931 27,450
Prepayments, other receivables and other assets .. 3,056,757 3,474,502 4,031,040 632,558
Tax recoverable .......ocooeiiiiiiii e 172,866 267,134 292,665 45,926
Financial assets at fair value through

Profit Or 10SS ..oeeuiiiiiiiiiii e 55,528 113,209 110,597 17,355
Restricted cash .........coooiiiiiiiii 2,360,661 1,768,413 1,471,491 230,909
Pledged deposits .......ccoveeviiiiiiiiiiiiiiiiiiiiiecnean, 50,145 199,881 64,828 10,173
Cash and cash equivalents .............ccoevviiiiiinnnnn. 1,073,499 3,365,194 2,946,780 462,414
Total current assetS .......cceoiviviiririiiiiiiiiinininennns 20,776,740 24,665,806 34,549,112 5,421,510
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CURRENT LIABILITIES

Trade and bills payables .......c..cooeviiiiiiinininn,
Other payables and accruals ...........ccocooevieninnnen.
Contract liabilities ............ccoviiiviiiiiiiiiiiineeinenn.
Due to related companies ..........c...ccoeeeeeeneennnenn.
Interest-bearing bank and other borrowings ........
Provision for financial guarantee contracts...........
Senior NOES......uviiiniiiiiiiiiiiiiie e
Tax payables .....coocooviiiiiiiiiiiiiii
Lease liabilities ..........cccocoiiviiiiiiiiiiiiiinin.

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

NET CURRENT ASSETS ......cccooiiiiiiiniiinen.

TOTAL ASSETS LESS CURRENT

LIABILITIES...........cooooiiiiiiiien e

NON-CURRENT LIABILITIES

Interest-bearing bank and other borrowings ........
Deferred tax liabilities ..............ccocoiviiiiiiininan.
Lease liabilities .........cccooveiiiviiiiiiiiiiiiiiniiiennen.

Total non-current liabilities ...............cocveviininn..

NET ASSETS ...,

EQUITY
Equity attributable to owners of the parent

Share capital .......cooooiiiiiiiiiiiiii
ReESEIVes .o

Non-controlling interests .................................
TOTAL EQUITY ...,

As of December 31,

2019 2020 2021

RMB RMB RMB US$

(unaudited)
(in thousands)

1,652,322 1,714,898 2,101,183 329,721
1,109,077 2,571,598 3,184,260 499,680
8,329,464 8,001,562 13,741,819 2,156,391
631,642 539,125 695,846 109,193
4,243,248 2,329,620 3,147,335 493,886
— — 35,303 5,540
— — 2,633,520 413,257
3,349,387 2,417,983 1,297,608 203,623
34,307 32,277 30,014 4,710
19,349,447 17,607,063 26,866,888 4,216,001
1,427,293 7,058,743 7,682,224 1,205,509
5,531,550 12,914,550 13,508,658 2,119,803
2,523,009 6,415,748 5,444,218 854,317
163,512 161,715 187,165 29,370
82,357 54,518 25,169 3,950
2,768,878 6,631,981 5,656,552 887,636
2,762,672 6,282,569 7,852,106 1,232,167
11 14 14 2
860,019 2,279,483 2,501,209 392,494
860,030 2,279,497 2,501,223 392,496
1,902,642 4,003,072 5,350,883 839,670
2,762,672 6,282,569 7,852,106 1,232,167
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RESULTS OF OPERATIONS

Our financial information for the years ended December 31, 2020 and 2021 in this section was derived
from our 2021 Annual Report. Our financial information for the years ended December 31, 2019 and 2020 in
this section was derived from our 2020 Annual Report.

2021 COMPARED TO 2020

Revenue. Our revenue increased slightly from RMBS,190.6 million in 2020 to RMB8,340.1 million in
2021. The increase was primarily attributable to the increase in the revenue recognized from sales of properties.

* Sales of Properties. Our revenue generated from sales of properties increased slightly from
RMBS8,038.1 million in 2020 to RMBS,158.8 million in 2021. This was mainly attributable to the
higher ASP of the completed properties.

* Property Lease. Our revenue generated from the investment properties services increased by
approximately 29.0%, from RMB46.7 million in 2020 to RMB60.2 million in 2021. The increase
was primarily due to the easing of the novel coronavirus epidemic in the first half and normalized
in the second half.

*  Property Management Services. Our Revenue from the provision of project management services
increased by approximately 14.5% from RMB105.8 million in to RMB121.1 million in 2021, mainly
due to an increase in the number of property projects that require project management services from
us compared with the corresponding period in 2020.

Cost of sales. Our cost of sales increased by approximately 12.1% from RMB6,396.2 million in to
RMB7,167.9 million in 2021, mainly due to an increase of average land acquisition cost per sq.m. of the
delivered property projects. Our gross profit margin decreased from approximately 21.9% in to approximately
14.1% in 2021, primarily due to the geographical difference and higher gross profit margin of the delivered
properties in the previous year.

Gross profit and Gross Profit Margin. Our gross profit decreased by approximately 34.7% from
RMB1,794.4 million in 2019 to RMB1,172.2 million in 2021.

Fair value gains on investment properties. Fair value gains on our investment properties decreased by
18.4% from RMB2,095.8 million in 2020 to RMB1,711.0 million in 2021. The decrease in revaluation gains was
mainly due to a relatively moderate increase in the rent of shopping malls in 2021.

Finance Income. Our finance income increased significantly from RMB17.3 million in 2020 to
RMBS83.8 million in 2021, mainly due to an increase in the average balance of bank deposits.

Other Income and Gains. Our other income and gains increased from RMBS8.3 million in 2020 to
RMB96.9 million in 2021, mainly due to increase in (i) the exchange gains due to exchange rate changes; (ii)
the gain on the disposal of subsidiaries; and (iii) the remeasurement gain on investments in joint ventures held
before business combination.

Selling and Distribution Expenses. Our selling and distribution expenses increased by approximately
11.3% from RMB240.1 million in 2020 to RMB267.3 million in 2021, mainly due to an increase in the number
of projects on sale incurring additional sales commissions and advertising activities.

Administrative expenses. Our administrative expenses increased by approximately 16.5% from
RMB277.5 million in 2020 to RMB323.3 million in 2021, mainly due to increase in staff costs and office

expenses as the Group further scaled up and accelerated its expansion.

Impairment Losses on Financial Assets. We reversed impairment losses of RMB1.0 million in 2020,
and recognised impairment losses of RMB1.3 million in 2021.

Other Expenses. Our other expenses increased from RMB7.2 million in 2020 to RMB13.5 million in
2021.

56



Fair Value Gains on Investment Properties. Our fair value gains on investment properties decreased
by approximately 52.8% from RMB102.5 million in 2020 to RMB48.4 million in 2021, mainly due to a decrease
of GFA of investment properties in 2021.

Fair Value (Losses)/Gains on Financial Assets at Fair Value through Profit or Loss. Our financial
assets at fair value through profit or loss of the group changed from the gain of RMBO0.4 million in 2020 to the
loss of RMB74.2 million in 2021, mainly due to the purchase of an additional financial product during the year
and the subsequent decrease in its fair value.

Finance Costs. Our finance costs increased by approximately 6.8% from RMB302.0 million in 2020 to
RMB322.5 million in 2021, mainly due to an increase in the scale of interest-bearing debt.

Share of Profits and Losses of Joint Ventures and Associates. Our share of profits and losses of joint
ventures and associates decreased from RMB234.9 million in 2020 to RMB22.8 million in 2021, mainly due to
the absence of the delivery of property projects held by the Group’s joint ventures and associates during the year.

Income Tax Credit/(Expense). Our income tax expense decreased from RMB446.9 million in 2020 to
the income tax credit of RMB161.6 million in 2021, mainly due to (i) the lower gross profit of the delivered
property projects during the year; and (ii) the final clearance of LAT for three projects, which were lower than
the provision estimated and deducted from the LAT in current year.

Profit for the year. Our profit for the year decreased by approximately 34.1% from RMB885.2 million
in to RMBS583.5 million in 2021. Our profit attributable to the owners of the parent was RMB250.1 million, with
a year-on-year decrease of approximately 29.8% from RMB356.1 million in 2020 mainly due to the lower gross
profit of the delivered property projects in 2021.

2020 COMPARED TO 2019

Revenue. Our revenue increased by approximately 8.7% from approximately RMB7,535.2 million in
2019 to approximately RMBS§,190.6 million in 2020. The increase was mainly due to the increase in the revenue
recognized from sales of properties.

» Sales of Properties. Our revenue from sales of properties increased by approximately 7.9% from
approximately RMB7,449.2 million in 2019 to approximately RMB8,038.1 million in 2020, mainly
due to an increase in the numbers of the completed and delivered properties during the year, which
resulted in an increase in the GFA delivered compared with the corresponding period in 2019.

*  Property Lease. Our rental income from the investment properties decreased by approximately
26.9% from RMB63.9 million in 2019 to RMB46.7 million in 2020, mainly due to rental reduction
or waiver measures in respect of investment properties during the COVID-19 pandemic.

*  Property Management Services. Our revenue from the provision of project management services
increased significantly from RMB22.1 million in 2019 to RMB105.8 million in 2020, mainly
because our project management services started to generate revenue in 2020.

Cost of Sales. Our cost of sales increased by approximately 43.3% from RMB4,464.2 million in 2019
to RMB6,396.2 million in 2020, mainly due to an increase in the GFA of the delivered property projects.

Gross Profit and Gross Profit Margin. Our gross profit decreased by approximately 41.6% from
RMB3,070.9 million in 2019 to RMBI1,794.4 million in 2020. Our gross profit margin decreased from
approximately 40.8% in 2019 to approximately 21.9% in 2020, primarily due to the geographical difference and
higher gross profit margin of the delivered properties in 2019.

Finance Income. Our finance income increased by approximately 9.5% from RMB15.8 million in 2019
to RMB17.3 million in 2020, mainly due to an increase in the total bank deposits.

Other Income and Gains. Other income and gains decreased from RMB11.2 million in 2019 to RMB&.3
million in 2020.
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Selling and Distribution Expenses. Our selling and distribution expenses increased by approximately
12.4% from RMB213.7 million in 2019 to RMB240.1 million in 2020, mainly due to an increase in the sales
commissions.

Administrative Expenses. Our administrative expenses increased by approximately 10.7% from
RMB250.7 million in 2019 to RMB277.5 million in 2020, mainly due to an increase in listing expenses and an
increase in office expenses as the Group further scaled up and accelerated its expansion.

Impairment Losses on Financial Assets. We reversed impairment losses of RMB1.0 million in 2020,
and recognized impairment losses of RMB0.4 million in 2019.

Other Expenses. Our other expenses increased significantly from RMB3.2 million in 2019 to RMB7.2
million in 2020.

Fair Value Gains on Investment Properties. Our fair value gains on investment properties decreased
by approximately 41.7% from RMB175.8 million in 2019 to RMB102.5 million in 2020, mainly due to the
relatively moderate growth in the market rents as impacted by the COVID-19 pandemic.

Fair Value Gains on Financial Assets at Fair Value through Profit or Loss. Our financial assets at
fair value through profit or loss decreased by 78.9 % from RMB1.9 million in 2019 to RMBO0.4 million in 2020.

Finance Costs. Our finance costs increased by approximately 15.4% from RMB261.7 million in 2019
to RMB302.0 million in 2020, mainly due to an increase in the scale of interest-bearing debt.

Share of Profits and Losses of Joint Ventures and Associates. Our share of profits and losses of joint
ventures and associates increased from RMB7.5 million in 2019 to RMB234.9 million in 2020, mainly due to the
increase in profits of the property projects delivered by the Group’s joint ventures and associates during the year.

Income Tax Expense. Our income tax expense decreased by approximately 76.2% from RMB1,876.6
million in 2019 to RMB446.9 million in 2020, mainly due to a decrease of the current PRC LAT in 2020. The
decrease of LAT was due to the lower gross profit of the delivered property projects during the Year.

Profit for the Year. Our profit for the year increased by approximately 30.8% from RMB676.9 million
in 2019 to RMB885.2 million in 2020. Our profit attributable to the owners of the parent was RMB356.1 million,
with a year-on-year increase of approximately 62.2% from RMB219.5 million in 2019.

58



(diysouireq paywr)

PIT0D P10 B diyszomed Sunjnsuo)
F_WMWM/HU:—M”M”M“MOU Surpea ], nAurpy reySueyg woﬁzuaﬂh\w QMUBvEsm JUSWATRURTA Ssaulsng
Py (=R . uad3uoy reySueys
"7, 15 ENZ : -
Iwwwmww.ﬁ WL EAEERT (27 B R T (WY ET
A GO IR RIS
%001 %6666
%001 %10°0

(dryszounred paywry)
diysioupreq Sunnsuo)

“PYT 0D [ernsnpug

PIT 0D JuoWATRUBIA]

ssauisng 1ysio rey3ueys unyoeyy rey3ueys JUSWAFRURIA Ssaulsng
[ENA %001 [EN %100 Suaysoeq 1eysueys
BBl S W B R AT (GO E) KIHE

2Ioysuo

QI0YSJJO

paNuwiry H
A1) sue MON

paywI sSUP[OH
A1) sue, MoN

"py1 0D Funisuo)
JuowoSeury ssoulsng
1om3udy reysueys
117 2 Byt e
lif 53 e

%001

o uny[m

AALIAIT
ONIATOH NIANNA

SHSTIdIHLNA
AIODNOD ONINNIM

AALIANIT
HINSVHIL NOSIOA

%S 96

‘P17 0D Suninsuo)
JuowaSeURA Ssouisng
uayz3uoy rey3ueys
(27 2] B e
il 5 3 I i

%001

PAWIT JH 9IXUeA

payury
sSurpjoy uonemndsuy

e B2 T T

%6666

‘P17 0D Sunnsuo)
JuowoSeury ssaulsng
Suoyre [, rey3ueys

117 2 By e
i F 3T S Y

‘P17 0D Sunnsuo)
JuowSeURIA Ssulsng
SuoySuayg reySueys
(27 2] B e
ilif 3 Bl

payuy unyre],

)

paywry Surysuny w

%001

P001

—

AHLINIT
DNIATOH IONNA

TN 7

AALINIT
ONIAIOH N'INNA

[

;

J0juRIRND) AIRIPISqNS YL _H_

‘wnpueIoOWoW I9JJo

paywury dnoiny
sonadold uemyung

oSueyoxo SIY) Jo 9Jep 9y} Jo se aInjonys djerodiod poryrjdwis Ino Smoys JIeyd SUIMO[[0J YT,

HINLONYLS HLVIOddOD

59



BUSINESS
OVERVIEW

We are a growing property developer with comprehensive experience focusing on the Yangtze River
Delta Economic Region. We commenced our business through our first property project in Shanghai in 2010, and
have since then further penetrated in the Yangtze River Delta Economic Region and expanded to other
strategically selected regions, namely the Pearl River Delta Economic Zone and the Mid-China Core Economic
Region. Adhering to our mission of “coming for livable (£H /& Mi%K),” we have established a good brand image
among our customers and in the industry through providing a wide range of residential properties with new
technologies and artistic designs that cater to the various needs and preferences of different groups of customers
and provide them with a smart, convenient and satisfactory living experience.

Our in-depth understanding of the market and customer preferences and strategic market expansion have
contributed to our proven track record and also, increased our ranking from the 94th in 2019 to the 83rd in 2020
in terms of comprehensive strength among the “Top 100 Real Estate Developers in China” according to China
Real Estate Top 10 Research Group, and from the 89th in 2019 to the 79th in 2020 and further to 78th in 2021
also in terms of comprehensive strength among the “Top 100 Real Estate Developers in China” according to
China Real Estate Association, Shanghai E-House Real Estate Research Institute and China Real Estate
Appraisal. Our commitment to quality product design, construction and development has also won us numerous
awards and recognition throughout the years of development. We were recognized as one of the “2021 Top 10
China Real Estate Developers in China by Comprehensive Development,” one of the “2020 Best 10 of Growth
of China Real Estate Developers Brand Value” and one of the “Top 10 Real Estate Developers in China by
Business Performance” in 2020 and we were named one of the “Top 10 Real Estate Developers in China by
Growth Potential” in 2019 jointly by China Real Estate Association, Shanghai E-House Real Estate Research
Institute and China Real Estate Appraisal. We were also recognized as “Value Real Estate Enterprise of the Year”
by National Business Daily and “2020 Enterprise with Comprehensive Quality in Real Estate” in 2020 jointly
by 21st Century Business Herald and Bo’ao 21st Century Real Estate Forum. Furthermore, our solid presence in
Shanghai has contributed to our success given its market size, access to finance, premium land parcels and
quality talent pool. In 2019, we were ranked the 17th among the “Top 20 Real Estate Developers in Shanghai”
jointly by China Real Estate Association, Shanghai E-House Real Estate Research Institute and China Real Estate
Appraisal.

Leveraging our understandings of the different characteristics among different cities and customer
groups, we strive to develop high-quality residential properties for different customer groups. In terms of
geographic coverage, we continue to penetrate our existing markets while expanding our distribution at the same
time. Our residential property business originated from Shanghai and is deeply rooted in the Yangtze River Delta
Economic Region, one of China’s most dynamic economic regions with a high degree of openness, innovation
and population growth. Through years of development, after first expanding into Jiangsu province in 2016, we
subsequently expanded to other first-, second- and strong third-tier cities in the Yangtze River Delta Economic
Region, the Pearl River Delta Economic Zone and the Mid-China Core Economic Region. As of December 31,
2021, our residential properties were located in 28 cities in eight provinces and municipalities. To implement our
various development strategies to suit the needs in different markets, we offer a wide range of residential
properties, including low- and high-rise apartment buildings, townhouses, houses and loft apartments through
four standardized product series, namely the Season series (/42 %), the Flourish/Peninsula series (f111/2F 5 &),
Mindcloud series (32%) and the Sumptuous series (S ). Each series caters to the demands of different customer
groups with specific market positioning. In particular, in 2020, our Mindcloud series was awarded “2020 TOP
10 Ingenuous and Aesthetic Real Estate Product Series in China” by Leju News. In 2019, our Seasons series was
awarded “2019 China Real Estate Brand with Original Products” and “Aesthetic Real Estate Product Series” by
China Real Estate Top 10 Research Group and CRIC China, respectively.

While we focus on residential property development as our core business, as part of our development
strategy, we also engage in the development of commercial properties to maintain a balanced development
portfolio. Our development of commercial properties helps reduce volatility of revenue, diversify risk exposure,
derive synergy and deliver stable cash flow for our business operations. As of December 31, 2021, we had
investment interests in a commercial or residential property portfolio of eleven projects under various stages of
development, including nine projects developed by our subsidiaries and two project developed by our joint
venture, and nine of which were located in Shanghai. These projects included three completed office buildings,
two completed commercial district shopping plazas, one completed business center and two mixed-use
commercial property projects under development or held for future development.
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Since our inception in Shanghai in 2010, we have been actively seeking suitable property development
opportunities to ensure sustainable growth. As of December 31, 2021, we had investment interests in a property
portfolio of 67 projects with a total land bank of approximately 7.0 million sq.m. and an aggregate GFA
attributable to us of approximately 5.1 million sq.m., of which 42 were developed by us, and 25 were developed
by our joint ventures and associates. For the property projects developed by us, GFA attributable to us for
completed properties available for sale, lease or investment amounted to an aggregate of approximately 0.5
million sq.m.; GFA attributable to us for properties under development amounted to an aggregate of
approximately 3.1 million sq.m.; and GFA attributable to us for properties held for future development amounted
to an aggregate of approximately 0.1 million sq.m. For the property projects developed by our joint ventures and
associates, GFA attributable to us for completed properties available for sale amounted to 0.1 sq.m.; GFA
attributable to us for properties under development amounted to an aggregate of approximately 1.3 million sq.m.;
and GFA attributable to us for properties held for future development amounted to an aggregate of approximately
0.04 sq.m. as of December 31, 2021.

With our high-quality property products, operational efficiency, sound development strategies,
professional management team and industry recognized brand image, we experienced business expansion in
2019, 2020 and 2021. We had investment interests in 43, 66 and 72 property projects at various stages of
development across 14, 21 and 28 cities in China as of December 31, 2019, 2020 and 2021, respectively. Our
revenue amounted to RMB7,535.2 million, RMB8,190.6 million and RMBS8,340.1 million (US$1,308.7 million)
in 2019, 2020 and 2021, respectively. Our profit for the year amounted to RMB676.9 million, RMB885.2 million
and RMB583.5 million (US$91.6 million) in 2019, 2020 and 2021, respectively.

RECENT DEVELOPMENTS

On January 3, 2022, January 21, 2022 and January 24, 2022, we issued the January 2022 Notes in the
aggregate principal amount of US$160.2 million due 2023. See “Description of Other Material Indebtedness —
January 2022 Notes” for more details.

On May 31, 2022, we issued the 2021 Environmental, Social and Governance Report.
On January 21, 2022, we have fully redeemed the 12.75% senior notes due 2022 upon maturity.
Concurrently with this Exchange Offer, we are conducting the Consent Solicitation.

OUR PROPERTY PROJECTS

Overview

We are a growing property developer with ten years of experience in the real estate industry in China.
We commenced our business through our first property project in Shanghai in 2010, and have since then further
penetrated in the Yangtze River Delta Economic Region and expanded to other strategically selected regions. As
of December 31, 2021, our property projects were located in 26 cities in eight provinces and municipalities across
three core economic regions in China, namely the Yangtze River Delta Economic Region, the Pearl River Delta
Economic Zone and Mid-China Core Economic Region.

We have a diverse property portfolio with a focus on residential properties, and gradually reaching to a
variety of commercial and mixed-use properties. Our residential properties primarily include low- and high-rise
apartment buildings, townhouses, houses and loft apartments. To implement our design and market strategies
more effectively and efficiently, we position our residential properties through four standardized product series,
namely the Seasons series (PUZ=%), featuring architectural elements of the four seasons and targeting mainly
first-time home buyers and first-time home upgraders, the Flourish/Peninsula series (#llI/2f*55 %) and the
Mindcloud series (Z£#), both targeting first- and second-time home upgraders, and Sumptuous series (SR),
targeting luxury home upgraders and luxury home buyers, respectively. We implement distinguished design and
marketing strategies for each product series, offering property projects that are specially centered on the
preferences and needs of respective target customers to meet their expectations for ideal homes and residential
communities.
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We have also engaged in the development of commercial and mixed-use properties in Shanghai. For
example, our signature project, Shanghai * Sunkwan Center, is a large multi-purpose commercial complex with
office buildings, shopping plazas and hotel facility. Currently, our commercial properties primarily include retail
spaces adjacent to our residential properties, commercial district shopping plazas and office buildings in
Shanghai. We hold certain such commercial spaces as investment properties. As of December 31, 2021, we had
investment interests in a commercial or residential property portfolio of eleven projects under various stages of
development, including nine projects developed by our subsidiaries and two project developed by our joint
venture, and all of which were located in Shanghai. We intend to leverage our existing human and capital
resources to increase our commercial property holdings and gradually expand our commercial property
investments in the future.

As of December 31, 2021, we had an aggregate GFA attributable to us of approximately 5.1 million
sq.m., including (i) total GFA available for sale and leasable GFA for completed properties, (ii) total GFA for
properties under development and (iii) total GFA for properties held for future development. As of December 31,
2021, we had investment interests in a property portfolio of 67 projects, including 42 projects developed by our
subsidiaries and 25 projects developed by our joint ventures and associates. As of December 31, 2021, we had
an aggregate GFA of 3.8 million sq.m. for properties developed by our subsidiaries, comprising (i) GFA available
for sale of approximately 0.5 million sq.m., (ii) leasable GFA of approximately 73 thousand sq.m., (iii) GFA
under development of approximately 3.1 million sq.m. and (iv) estimated GFA for future development of
approximately 0.1 million sq.m. As of the same date, we had an aggregate GFA attributable to us of
approximately 1.3 million sq.m. for properties developed by our joint venture and associates, comprising (i) GFA
available for sale of approximately 1,355 sq.m., (ii) GFA under development of approximately 1.2 million sq.m.
and (iii) estimated GFA for future development of approximately 39,761 sq.m. In particular, as of December 31,
2021, we had completed investment properties with an aggregate GFA attributable to us of approximately
123,348 sq.m., investment properties under development with an aggregate GFA attributable to us of
approximately 158,060 sq.m., and investment properties held for future development with an aggregate GFA
attributable to us of approximately 1,508 sq.m.

The following map shows the geographical locations and key information of our land bank on an
attributable basis with respect to each development stage of our property developments, in three core economic
regions as of December 31, 2021:

Yangtze River Delta Economic Region
Number of projects 49
Development stage sq.m.
Completed GFA 309,624
GFA under development 2,793,306
Estimated GFA for future development 153,255
Mid-China Core Economic Zone N; I?M 04
Number of projects 13 g Stanghai ’
AT "
Wenzhou Soutn China Sea
Development stage sq.m. ' R
Completed GFA 269,526 e I Lo
GFA under development 1,301,535 j PPonguan / -
Estimate GFA for future development 0 L[]
) . Pearl River Delta Economic Zone
- Yangtze River Delta Economic Zone .
Number of projects 5
- Mid-China Core Economic Zone
Pearl River Delta Economic Zone
* Headquarter Development stage sq.m.
. ) ) Completed GFA 17,243
o Cities with Our Projects GFA under development 310,264
Estimate GFA for future development 0
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Classification of Our Property Projects
We generally classify our property projects into the following three categories:
e completed projects or project phases;
* projects or project phases under development; and
e projects or project phases held for future development.

A project or project phase is classified as completed when the required land use right certificates have
been issued by the relevant government authorities and the completion certificates have been obtained from the
relevant government construction authorities.

A project or a project phase is classified as under development when the required construction work
commencement permits have been obtained but a completion certificate has not been obtained for all phases of
the project.

A project or a project phase is considered to be held for future development when (i) we have obtained
the land use right certificate, but have not obtained the requisite construction work commencement permits or
(i1) we have signed a land grant contract for the underlying parcel of land with relevant government authorities,
but have not obtained relevant land use right certificate.

As some of our projects comprise multiple-phase developments that are completed on a rolling basis, a
project may fall into one or more of the above categories. As of December 31, 2021, we had entered into all land
grant contracts for properties held for future development and had obtained all requisite land use rights and/or
building ownership certificates according to the requirement under different development stages for properties
under development and completed properties.

Detailed descriptions of each of our projects as set forth in this offering memorandum are as of
December 31, 2021, unless otherwise dated. The commencement date relating to each project or each phase of
a project refers to the date construction commenced on the first building of the project or project phase, as set
out in the construction work commencement permits; for projects or project phases for which we have not
obtained the first construction work commencement permit, construction commencement date is estimated by
reference to our internal records and development plans. The completion date set out in the descriptions of our
completed projects or project phases refers to the date on which the last property completion certificate/property
inspection report; for projects or project phases for which we have not obtained the last property completion
certificate/property inspection report, construction completion date is estimated by reference to our internal
records and development plans.

Site area is calculated as follows:

* for projects or project phases for which we have obtained land use rights, based on the relevant land
use right certificates; or

» for projects or project phases for which we have not obtained land use rights, based on the relevant
land grant contracts.
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Total GFA is calculated as follows:

» for projects and project phases that are completed, based on relevant property completion certificate
or property inspection report;

» for projects and project phases that are under development, based on relevant construction work
commencement permit, or based on other documentation issued by relevant government authorities
if the construction work commencement permits are not available; and

* for projects and project phases that are held for future development, based on (i) GFA for which we
have signed a land grant contract but have not obtained the relevant land use right certificates, and
(i) GFA for which we have obtained the land use right certificates but have not obtained the
requisite construction work commencement permits, with reference to 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.

Total GFA available for sale or saleable GFA is calculated as follows:

» for projects and project phases that are completed, saleable GFA is the sum of (i) completed GFA
sold and delivered, and (ii) GFA available for sale, which is further divided into (a) completed GFA
pre-sold but yet delivered, and (b) completed GFA unsold and available for sale, based on the
relevant property ownership certificate or property inspection report;

» for projects and project phases under development, saleable GFA is as set out in the pre-sale permits
or based on the construction work commencement permits for which we have not obtained the
pre-sale permits; and

» for projects and project phases that are held for future development, based on our internal records
and development plans. The total estimated 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.

Unsaleable GFA as used refers to certain communal facilities and ancillary facilities, such as certain
underground GFA, spaces for security office, civil air defense areas etc., for which pre-sale permits will not be
issued.

A property is pre-sold when we have executed the purchase contract but 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 the customer.

Land Bank and Property Portfolio

Our total land bank attributable to us represents the sum of (i) total GFA available for sale and leasable
GFA for completed properties, which also includes completed GFA that have been pre-sold but yet delivered, (i)
total GFA under development, and (iii) total estimated GFA for future development.
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The following table sets forth the GFA breakdown of our property portfolio as of December 31, 2021 in
terms of geographic location:

Under Future
Completed Development ~ Development
Estimated Total Land % of Total
GFA GFA for Bank Land Bank
Number of  Available Leasable GFA Under Future Attributable  Attributable
Projects  for Sale™ GFA Development ~ Development to Us?® to Us
(in sqm.)  (in sq.m.) (in sq.m.) (in sq.m.) (in sq.m.)
Property Projects Developed by
QOur Subsidiaries
Residential Property Projects
Yangtze River Delta Economic Region
Shanghai.............occoovviiiiinnnn. 2 — — 83,185 — 83,185 1.6%
Hangzhou............cooooviiiin, 2 — 2,449 163,813 — 166,262 3.2%
Ningbo ....ooovvviiii, 3 8,389 — 96,728 — 105,117 2.0%
Jinhua ..o 3 72,575 — 230,399 — 302,974 5.9%
Suzhou (BEM) ... 2 — — 296,467 — 296,467 5.8%
Changzhou.............coooviiiinn, | 95,550 — — — 95,550 1.9%
Nantong .......coovvviviiiii, 1 — — 79,883 — 79,883 1.6%
Fuyang .......coooviiiiii, 2 — — 287,647 — 287,647 5.0%
Wuhu.oooo 1 — — 185,255 — 185,255 3.6%
Nanjing......oocooveiiiiiii, 1 — — 51,802 — 51,802 1.0%
Hefei ..o.ooooviii 2 — — 216,009 — 216,009 4.2%
Shaoxing............coooveiiiininn. 1 — — 72,726 — 72,726 1.4%
Suzhou (TEM) ......cooiiii, | — — 130,465 — 130,465 2.5%
JIaXing. .. ovee 1 — — — 113,494 113,494 2.2%
Wenzhou...........ooooeviiiiiin, 2 — — 189,755 — 189,755 3.7%
Sub-total.........ooooi 25 176,514 2,449 2,084,134 113,494 2,376,591 46.2%
Mid-China Core Economic Region
Shangrao............cooeveiieiinnin. 2 77,845 — 152,683 — 230,528 4.5%
Tianmen .........ocoviiiiiiins 1 18,867 — — — 18,8607 0.4%
Wuhan........ooooooii, 1 — — 58,458 — 58,458 1.1%
Xinyang .....oooovveiiieiiiiiein 3 — — 513,431 — 513,431 10.0%
Shangqiu............oooiiiiii, | 172,814 — — — 172,814 3.4%
Sub-total.........ooooii 8 269,526 — 724,572 — 994,098 19.3%
Pearl River Delta Economic Zone
Foshan...................ocoocoiiini, 2 17,243 — 177,168 — 194,411 3.8%
Sub-total.......ooooiii 2 17,243 — 177,168 — 194,411 3.8%
Commercial Property Projects
Shanghai.............oocooeiiiiininn. 7 3,561 70,625 158,060 — 232,246 4.5%
Sub-total.......ooovvii 7 3,561 70,625 158,060 — 232,246 4.5%
Total ..., 4 466,844 73,074 3,143,934 113,494 3,797,346 13.8%
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Under Future

Completed Development ~ Development
Estimated Total Land % of Total
GFA GFA for Bank Land Bank
Number of  Available  Leasable GFA Under Future Attributable  Attributable
Projects  for Sale™ GFA Development ~ Development  to Us®® to Us
(in sqm.)  (in sq.m.) (in sq.m.) (in sq.m.) (in sq.m.)
Property Projects Developed by Our
Joint Ventures and Associates
Residential Property Projects
Yangtze River Delta Economic Region
Wenzhou.........ooooveiiiii 2 — — 91,955 — 91,955 1.8%
Suzhou ... 3 1,355 — 164,608 — 165,963 3.2%
JIAXING. ..o 2 — — 40,980 38,253 79,233 1.5%
Shaoxing.........covveviiiiininiinnns, 1 — — 30,437 — 30,437 0.6%
Lishui, ..o, 1 — — 64,256 — 64,256 1.2%
Nantong .........cooevvviviiienninnnn, 1 — — 14,261 — 14,261 0.3%
Hangzhou..................cooiin, 1 — — 21,895 — 21,895 0.4%
WUXL 1 — — 23,450 — 23,450 0.5%
Jinhua ..o 2 — — 58,415 — 58,415 1.1%
Bengbu .....ooooiiii 1 — — 40,858 — 40,858 0.8%
Sub-total......ovviie 15 1,355 — 551,115 38,253 590,723 11.5%
Mid-China Core Economic Region
Wuhan........ooooovvi, 4 — — 471370 — 471,370 9.3%
Zhengzhou.............oooeoiieiinnnt, 1 — — 99,594 — 99,594 1.9%
Sub-total......oovii 5 — — 576,964 — 576,964 11.2%
Pearl River Delta Economic Zone
Foshan..................ooooil, 1 — — 37,570 — 37,570 0.7%
Shantou........ocvvviiiii, 1 — — 80,993 — 80,993 1.6%
Guangzhou..............coevveiinin. 1 — — 14,533 — 14,533 0.3%
Sub-total.........cooeiiii 3 — — 133,096 — 133,096 2.6%
Commercial Property Projects
Shanghai.............cooon, 1 — 49,162 — — 49,162 1.0%
JIaxing. ...oovveii | — — — 1,508 1,508 0.0%
Sub-total.........oooviiii 2 — 49,162 — 1,508 50,670 1.0%
Total .......oovviiiie, 24 1,355 49,162 1,261,175 39,761 1,351,453 26.2%
Land bank attributable to the
Group. ......vvviiiiieiieiis 67 468,199 122,236 4,405,109 153,255 5,148,799 100.0%
Total land bank....................... 67 472,373 171,398 6,121,454 262,982 7,028,208
Notes:

(1) Includes (i) completed GFA pre-sold but yet delivered, and (ii) completed GFA unsold and available for sale.

(2) Total land bank attributable to us equals to the sum of (i) total GFA available for sale and total leasable GFA for completed properties,
(ii) total GFA for properties under development, and (iii) total GFA for properties held for future development.

(3) For projects held by our joint ventures or our associates, total GFA attributable to us will be adjusted by our equity interest in the
respective project.
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OUR PROJECT OPERATION AND MANAGEMENT
Our Project Development Process

We have demonstrated strong execution capabilities and experience with the development of various
types of properties, ranging from residential properties to integrated mixed-use properties that include residential
buildings, commercial district shopping plazas and other surrounding commercial spaces.

In terms of each potential project under consideration, we adopt three sets of project screening and
evaluation criteria:

e Strategy criteria: we prudently pursue opportunities that are in line with our current and long-term
development strategies, which requires us to evaluate macroeconomic factors such as the general
economic conditions and local population for each potential opportunity;

*  Market criteria: we collect local market intelligence to analyze the accessibility of a regional market,
including its existing property inventory, average housing prices, historical turnover rate of
competitors; and

*  Financial criteria: finally, we utilize our standardized models to review detailed financial estimates
of a potential project, including the GFA, estimated selling prices, anticipated economic returns and
profitability, and time schedule for project development processes.

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. The diagram below sets forth the
major stages typically involved in our development of a project:

Market Research
and Site Selection

Land Acquisition

Project Financing

Project Design
and Development

Procurement and
Contract Management

Project Construction

Project Monitoring
and Control

Sales and Marketing

Project Delivery
and After-Sales Services
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Market Research and Site Selection

We currently focus on land parcels in our target markets with an aim to achieve a high cash flow turnover
rate. We have prioritized residential property projects in first-, second- and strong third-tier cities or cities we
believe have high growth potential. For our commercial properties, we currently focus on property projects in
Shanghai. As of December 31, 2021, the majority of our property projects had been located in the first- and
second-tier and strong third-tier cities in the Yangtze River Delta Economic Region. With an aim to expand our
geographical coverage, we have commenced to pursue suitable opportunities in Yangtze River Delta Economic
Region, the Pearl River Delta Economic Zone and Mid-China Core Economic Region.

Prior to acquiring a parcel of land, our management will consider key factors that influence the growth
of the local property market and make an informed decision based on a feasibility analysis and research. The key
factors we consider in site selection include, among others:

e general local economic conditions;

* population, income level and purchasing power of local target customers;

e pricing and competition level of local real estate market;

* infrastructure, urban planning and future development plans of local government;

e growth trend of local real estate market, including housing supply and demand conditions, growth
potential and local real estate policies;

* location of the land parcel in the city;

* site area of the land parcel;

* suitability of the land parcel for our established product positioning;

e estimated development costs and time and expected income returns;

* estimated profit margin for the relevant project;

* existing plot ratio and potential development scale of the land parcel; and

* complexity of the land ownership structure.

Our site selection process involves collaboration among departments with different functions, including
investment and development, marketing, product design, procurement and cost control, operation management
and finance. Once an in-depth feasibility study of a target land parcel is available, our investment and
development department will lead a working group among these departments and hold a meeting regarding the
feasibility of the target land parcel to evaluate such investment opportunity. The results of such evaluation will
be submitted to our investment strategy committee for consideration and final approval.

Land Acquisition

We acquired land for our projects through public tender, auction or listing-for-sale or acquiring equity
interest in companies that possess land use rights. We also cooperated with third-party business partners through
joint ventures and associates to participate in land acquisition.

We have also acquired land parcels from third parties by acquiring equity interests in companies that
possess land use rights and we may continue to do so in the future. As acquiring land parcels at competitive price
is critical to our development strategy, we will employ the acquisition strategy that we believe will best meet such
goal.

In conjunction with the acquisition of land use rights from the PRC government, property developers in

China are required to pay a land grant premium to the relevant government authority and apply for a land use
right certificate (if applicable, a real estate right certificate) conferring land use rights.
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Project Financing

The real estate industry is capital intensive and financing is an important source of funding for property
development. We employed diversified financing channels to finance our operations primarily through (i)
internally generated cash flows including proceeds from the pre-sales and sales of our properties and (ii) external
financings, such as borrowings from commercial banks, asset management, trust financing, and other financing
arrangements.

Product Design and Development

As of December 31, 2021, our in-house product design and development team comprised of 60
employees, with an average of more than ten years of experience in architectural design and development. We
strive to develop creative and versatile products that best suit the needs of our target customers. We endeavor
to deliver quality functional and sustainable property projects that embrace and adhere to our “SU product
standard” design philosophy, which emphasizes on space, green ecology, interior design, management services,
and home automation. In particular, through our property projects, we aim to build holistic communities that
seamlessly integrate nature, comfort, well-being, technology, and security with architectural design. In addition,
we adopt a differentiation strategy by offering projects that share no major comparable characteristics with
neighboring projects in close proximity to avoid direct competition.

When developing a project, we first determine which product line the current project to be developed
should belong to, based on the features of the land parcel and our preliminary market researches. Our product
design and development department formulates a master planning and design specifications for the project under
development by following the applicable standardized design model. The master planning and design
specifications shall meet our product design philosophy and standards and conform to our cost control and
operational requirements.

In addition, we collaborate with several leading third-party architectural and design firms, to prepare
more detailed architectural plans and design drawings based on our master planning and design specifications.
We believe long-term collaboration with these third-party firms can help us save time and costs of production,
help them better understand our project requirements, and we expect to deepen our cooperation with such firms
in the future.

Procurement and Contract Management
Procurement

We are responsible for procuring certain specialized construction materials and equipment such as
elevators and air conditioning systems directly from suppliers in China through tender processes on an
as-needed-basis. Sometimes we procure construction materials and equipment from suppliers with whom we
have established a long-term business relationship. We also enter into strategic cooperation framework
agreements with some suppliers for construction materials and equipment procurement in order to secure a stable
supply of construction materials and hardware at competitive prices.

In addition, we rely on third-party construction contractors in China to procure certain construction raw
materials, such as steel and concrete, although we typically designate the brands, suppliers and quality
requirements of these construction materials as part of our construction agreements. With respect to most of our
general contracting agreements, the construction contract price will be adjusted if the market price fluctuation
of such materials exceeds a certain threshold (typically 5% to 15%), and we, as a result, will bear the risks or
enjoy the benefits associated with such price increases or decreases outside this range. In 2019, 2020 and 2021,
fluctuations in the construction raw materials did not exceed the relevant threshold in the majority of the relevant
agreements we had with our construction contractors. Nonetheless, 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. See “Risk Factors — Risks Relating to Our Business and Industry —
Fluctuations in the labor costs and the price of raw materials could adversely affect our business and financial
performance.”
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Our construction management teams oversee the quality of each project development, conduct on-site
inspection and pre-examine the construction materials before they are used in the projects. Our construction
materials are primarily purchased from suppliers in China. As of the date of this offering memorandum, we did
not experience any shortage or delay in the supply of construction materials and equipment that had a material
adverse effect on our business operation.

Third-Party General Contractors and Subcontractors

We outsource all of the construction work of our property development projects to qualified general
contractors. We usually engage a general contractor for the major construction of a project, including main
structure construction, equipment installation and engineering work. Several of the general contractors we have
worked with hold the Premium Grade Constructor Qualification in China. In addition, subject to the detailed
construction requirements of the projects, we also involve specialized contractors in specific areas, such as
landscaping and foundation works. We believe that outsourcing our construction work could allow us to leverage
the expertise of the construction contractors, minimize certain risks and focus on our principal business of
property development.

We identify and establish strategic relationships with certain high-quality general contractors who can
meet our quality and time requirements and are familiar with our business model and corporate culture, so that
we are able to better control development costs, improve operating efficiency and enhance standardized product
implementation.

As of the date of this offering memorandum, we did not experience any material delay or failure to
complete the construction work of any of our projects according to our planned specifications by our contractors
which might have a material adverse impact on our business, financial conditions and results of operations.
Moreover, 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 contractors that had a material adverse
effect on our business.

Project Construction

To comply with relevant PRC laws and regulations, before construction can commence, we must first
obtain the development rights to the relevant land parcel and the necessary permits and certificates, which
include the construction land planning permit, the construction work planning permit and the construction work
commencement permit (which will only be issued after the land use right certificate, the construction land
planning permit and the construction work planning permit are obtained). As of the date of this offering
memorandum, we did not experience any significant delays in obtaining the aforesaid certificates and permits.
As of the date of this offering memorandum, except for the projects we had not commenced construction, we had
obtained land use right certificates and all relevant certificates and permits as required by the PRC laws and
regulations for all of our projects under development and projects held for future development.

Project Monitoring and Control
Quality Control

High quality properties are critical to our reputation and business success. We have placed, and will
continue to place, significant emphasis on quality control over our project development to ensure regulatory
compliance and high quality property products. Our quality control department formulates construction
implementation schedules, provides supervision and conducts periodic reviews of construction quality
throughout the construction process.

We inspect and review the qualification and performances of our construction contractors regularly to
ensure they are performing up to our standards. We also perform extensive due diligence in the selection of other
service providers, including external architectural and design firms as well as raw material suppliers, based on
factors such as their quality, reputation and track record.
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Based on the quality and technical standards stipulated by the national authorities, we have established
a comprehensive set of stringent standardized technical and quality control guidelines that provide detailed
requirements as to quality control standards and specifications for all major aspects of our construction
processes. Our quality inspection guidelines calls for regular inspection of all our construction sites to ensure
quality and safety at the project company level.

In compliance with relevant PRC laws and regulations, we also engage qualified construction
supervision companies to monitor certain aspects of our project construction, who shall report the progress and
the quality conditions of the projects on a regular basis.

We endeavor to deliver property projects that are safe, user-friendly and environmentally-friendly. Our
Shanghai ¢ Sunkwan Flourish Seasons has been BREEAM-certified (Building Research Establishment
Environmental Assessment Method-certified) by the BRE Group in 2018 for its sustainability. In addition, our
signature commercial complex Shanghai ¢ Sunkwan Center received “Leadership in Energy and Environmental
Design (LEED-LC) Gold Certification” in 2019 from U.S. Green Building Council in recognition of our
commitment to the environment and construction quality and safety.

As of the date of this offering memorandum, we had not encountered any quality problems nor received
any complaints about the quality of our projects that would have a material adverse impact on our business. There
was no material violation of currently applicable PRC labor and safety regulations nor were there any material
employee safety issues involving us. As of the date of this offering memorandum, no fines or penalties for
non-compliance of PRC labor and safety laws and regulations were imposed on us.

Progress Control

We adopt the rapid-asset-turnover policy which requires significant operating efficiency and project
execution capability during our property development process. We have established a project schedule
management system that specifies the timeframe in which each check point needs to be achieved during the
project development process. Any delay to a check point will draw the immediate attention of our management
at our headquarters, so that our management are able to track and adjust such schedule in accordance with market
conditions. Such project schedule management system enables us to monitor the pace of each project
development in a timely manner and to quickly identify any potential delays to the final schedule. Once a delay
to a check point is identified, our regional and project companies and our operation management department at
our headquarters will aim to implement remedial measures to shorten the time frame for future milestones to
ensure that the overall project timeline will not be compromised or to reduce the impact of such delay. In
addition, we provide project construction timelines in our agreements with third-party construction contractors
and will closely monitor to ensure that such timeline is met.

Cost Control

We have established a comprehensive cost management system to set the relevant budget for our
projects, including how to assess the different cost components. For each project, the relevant regional and
project company, as approved by its general manager, shall prepare a master budget, which will be submitted to
the operation management center and finance management center at the headquarters level and then ultimately
approved by our chief executive officer. Our investment and development department works closely with our
operation management center in the early stages of project development in order to more effectively assess and
determine the feasibility and viability of a potential project in a cost-benefit manner. If any amendment to the
original budget plan is needed, such amendment shall be reviewed and approved by our operation management
center and finance management center.
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We have established a dedicated cost and contract center at our headquarters to approve and monitor all
construction and supplier agreements. The cost and contract center is responsible to review and ensure that the
relevant contracted amount and payment schedule is in accordance with those set forth in our master budget. Our
finance management center and cost and contract center review and verify the actual costs incurred in detail and
compare such costs with the master budget and with similar expenses incurred at our other projects on a monthly
basis. Such cost control procedures enable our management to identify and anticipate situations where actual cost
may exceed the initially approved budget and to take the appropriate remedial measure in a timely manner. In
the event that the master budget for a project needs to be revised, approval from our senior management must
be obtained. In addition to our cost control procedures, our centralized procurement of certain specified
construction materials and equipment also contribute to our ability to control development cost.

Sales and Marketing
Branding, Sales and Marketing

We endeavor to distinguish ourselves from our peers in terms of our mission, which is “coming for
livable (% EJEMi2K).” Thereby, we pay substantial attention to build our reputation and brand recognition in the
real estate industry in China. For example, in 2020, our Mindcloud series was awarded “2020 TOP 10 Ingenuous
and Aesthetic Real Estate Product Series in China” by Leju News. In 2020, our Shanghai ¢ Mindcloud
Mountainview was awarded “China Quality Real Estate 2020 — Shanghai” by Leju News. Our Shanghai e
Flourish projects won us “2019 China Real Estate Brand with Original Products” by China Real Estate Top 10
Research Group and was named an ‘“Aesthetic Real Estate Product Series” by CRIC China in 2019. Our
Flourish/Peninsula series was given “Living Aesthetic Design Award” by China Real Estate Association in 2019.
We seek to utilize our brand name and reputation to continue to promote and expand our brand awareness.

We adopt a wide range of marketing campaigns and activities carefully designed to promote our property
projects as well as our “Sunkwan” brand awareness. We implement traditional marketing efforts, including
outdoor billboards, advertisement on newspapers, magazines and internet. We also take advantage of various new
marketing channels to expand our reach to potential customers. For example, we organize charitable promotional
events, such as charity bazaars and charity cycle rides, walkathons and community services. We launch “To the
Heroes of Our City” campaign which allocates part of our marketing budget to acknowledge the people who
serve our communities, such as construction workers, mailmen and police as part of our marketing effort to
promote our reputation and raise our brand awareness in new cities that we enter into. Our Sunkwan Ceramic Art
Museum is another example of our efforts to promote brand awareness and reinforce our brand attraction among
local residents.

Our in-house sales and marketing team was established at both headquarters and regional level. Our
marketing management department involves from the early stage of project development to ensure that our
property developments are well positioned and priced. They provide valuable information relating to our target
market, local pricing information, pricing of competitive projects, customers and estimated sales velocity. The
marketing management department at our headquarters is in charge of formulating marketing strategies, setting
marketing goals, monitoring marketing budget and evaluating the performance of our local sales and marketing
team. On the other hand, the local sales and marketing teams are responsible for the formulation and execution
of detailed project marketing plans. We primarily rely on the efforts of our in-house sales and marketing team
for the sales of most of our properties. By establishing and strengthening our own sales and marketing team, we
are better positioned to gain deeper understanding of the market in order to improve our marketing and pricing
efforts, and able to identify industry trends and customer demands that can benefit in optimizing our products.

In new markets where we have limited resources, depending on market conditions and our overall sales
condition of the particular project, we may engage third-party sales agents to facilitate the marketing and sales
of our projects. These sales agents promote our property projects through their own marketing networks and
bring in potential customers in their database to our project sites. In consideration of their services, we typically
pay a commission depending on the total sales amount they make. As of the date of this offering memorandum,
we were not involved in any dispute with third-party sales agents that had a material adverse effect on our
business. With our continued efforts in building up our in-house sales and marketing team, we plan to rely more
on our in-house sales and marketing team going forward to have better control and overall planning in our sales
and marketing activities.
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Pricing

Prior to the launch of pre-sale for each project, our branding and marketing center will establish the
overall marketing budget, estimated project profit margins and target ASPs based on the feasibility study
conducted for the project and our overall strategic plans. Marketing budget plans and target prices are then
reviewed and modified at the end of each year by our branding and marketing center, based on the then market
condition and actual pre-sale activities of each project. The relevant regional project company shall follow the
price guidance provided by the headquarters and establish the detailed sales schedule and the ASPs. We price our
properties primarily based on the estimated total costs and target profit, while also taking into account the prices
of comparable projects in neighboring communities and recent prevailing market price trends. Our sales and
marketing team at the project company level will closely monitor and analyze the pricing strategies and
promotion campaigns of other competing properties and propose adjustment to our marketing and pricing
strategies as appropriate.

Due to the highly competitive and evolving nature of real estate industry in China, we are required to
constantly monitor the changing market condition and adjust the sales prices of our projects. We have adopted
a dynamic realizable-market-value-based inventory management approach in the entire life cycle of a property
project, focusing on maximizing returns for our property projects, optimizing cash position and responding
quickly to market changes. Price adjustment, whether upwards or downwards, is usually proposed by the sales
and marketing team at the project company level, which will first be submitted to the district project management
office for consideration, then to the sales and marketing department at our headquarters level for final review and
approval.

Pre-sale

We generally commence the pre-sale of our properties prior to completion of construction. Prior to
starting pre-sale, we will complete and stage select demonstration units and display areas in order to provide
visual presentations to our customers to demonstrate the quality of our products. We launch pre-sale upon the
receipt of pre-sale permits in accordance with the PRC laws and regulations. Among others, we must fulfill the
following conditions before we can obtain the pre-sale permits:

e the land premium is paid in full and the land use right certificate must have been obtained;

* the construction work planning permit and the construction work commencement permit must have
been obtained;

* in terms of the properties put into pre-sale, at least 25% of the total amount of the investment fund
has been injected into the development and the progress of construction and the expected completion
and delivery dates have been ascertained;

» the progress of the construction should meet the local government’s requirements for pre-sale; and
* the pre-sale has been registered.

As of the date of this offering memorandum, we did not experience any significant delays in obtaining
the pre-sale permits. In addition, property developers are also required to use a standard pre-sale contract
prescribed by the relevant local authorities. In accordance with the requirements of applicable PRC laws and
regulations, we register such pre-sales with the relevant local authorities and provide warranties on the quality
of properties we sell to our customers for periods shorter than that for the quality warranties we receive from our
construction contractors under the relevant construction contracts.

Pre-sale Proceeds

Under the current PRC laws, the deposit and use of pre-sale proceeds are restricted. See “Risk Factors
— Risks Relating to Our Business and Industry — We face risks related to the pre-sale of properties from any
potential limitations or restrictions imposed by the PRC government.” The main purpose of governmental
supervision for the pre-sale proceeds of commodity properties is to ensure the consummation of development of
any property projects, and that there will not be any material delay in delivery of the property projects.
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In 2019, 2020 and 2021, we used pre-sale proceeds to settle construction-related payments and used
pre-sale proceeds for project-related costs and expenses including taxes, repayment of loans, mortgage deposit
costs, miscellaneous expenses, and payment of cash advances as a return of early-stage contribution and cash
input provided by shareholders as well as a support of business operations of relevant shareholders when such
project related costs and expenses are permitted by or the use of relevant general escrow funds is not restricted
by relevant local implementation rule governing the use of pre-sale proceeds. We had not been subject to any
administrative penalty imposed by competent administrative authorities relating to the use of pre-sale proceeds
in 2019, 2020, 2021 and up to the date of this offering memorandum. We had also obtained confirmations from
and conducted interviews with the competent local government authorities with respect to the relevant project
companies, which confirmed that we had complied with the relevant laws and regulations with regard to the use
of pre-sale proceeds or that we had not been found to be in violation of the relevant rules and regulations
regulating the use of pre-sale proceeds.

In 2019, 2020, 2021 and up to the date of this offering memorandum, certain of our non-wholly-owned
subsidiaries provided cash advances to their non-controlling shareholders and us from pre-sale proceeds as a
return of our early-stage contributions and cash input as well as a support of business operations of each
shareholders. These pre-sale proceeds were provided after we considered the relevant PRC laws and regulations
governing pre-sale proceeds and reviewed the working capital conditions of the relevant project companies. We
only made such cash advances from pre-sale proceeds when the following conditions were met: (i) the use of
pre-sale proceeds for such payments would not cause its total utilized amount exceeds the permitted amount; (ii)
the use of pre-sale proceeds for such payments would not lead to a shortfall of deposited amount in the designated
escrow accounts as compared to the regulatory threshold required to be maintained under the relevant PRC laws
and regulations; (iii) such pre-sale proceeds are not subject to any specific use restriction according to the
applicable rules and regulations at municipal level; (iv) relevant projects had fulfilled the conditions for releasing
the restrictions on pre-sale proceeds; and (v) the project companies would have sufficient working capital after
deducting the amount of the cash advances to be made. Also, in the event that there is any additional working
capital needs arising from the jointly-developed projects, our business partners and we are required to timely
repay the cash advances we received to the respective project companies.

As a result, we had not experienced any adverse effects on property development schedule and
operations of our project companies caused by the cash advances to non-controlling shareholders and our Group
from pre-sale proceeds in 2019, 2020, 2021 and up to the date of this offering memorandum. In addition,
according to the General Lending Provisions (& 5CH ), a regulation promulgated by the PBOC in 1996, only
financial institutions may legally engage in the business of extending loans and loans between companies that
are not financial institutions are prohibited. The abovementioned cash advances to shareholders may not comply
with the General Lending Provisions regardless of whether interests are charged or not. The PBOC may impose
penalties on the lender equivalent to one to five times of the income generated (being interests charged) from
loan advancing activities. As of the date of this offering memorandum, we had not received any notice of claim
or penalty relating to such advances. Under normal circumstances, taking into account the fact that there was no
income generated from such advances since the abovementioned advances were all interest-free, the possibility
that the PBOC would impose a penalty on the companies in respect of the abovementioned advances pursuant
to the General Lending Provisions is low.

Payment Arrangements

Our customers can make the payment in lump sum by cash or by installments with mortgage financing.
Customers may also choose to fund their purchases using mortgage loans provided by commercial banks. In line
with market practice in China, we have arrangements with various banks for the provision of mortgage financing
and when required, provide our customers with guarantees as security for mortgage loans. As of December 31,
2019, 2020 and 2021, our outstanding guarantees over the mortgage loans of our customers amounted to
RMB7,570.3 million, RMB6,325.0 million and RMB7,855.9 million (US$1,232.8 million), respectively. As of
the date of this exchange offer memorandum, we did not encounter any default by purchasers that had a
materially adverse impact on our business operations.
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Project Delivery and After-sales Services
Project Completion and Delivery

We strive to deliver completed properties to our customers within the time frame prescribed in the
respective pre-sale or sales contracts. Before delivery of properties to our customers, we may obtain the relevant
completion certificate or other certificates as required under the respective sales contracts as well as the local
laws and regulations. See “ Regulation — Sale of Commodity Properties” for further details. It typically takes
approximately one to two years from the commencement of pre-sale to the date of the completion certificate,
depending on the scale of the properties. As of the date of this offering memorandum, we did not experience any
significant delays in the completion of our projects or delivery of relevant title documents after sales.

To help ensure timely delivery of our properties, we closely monitor the construction progress of our
projects and conduct pre-delivery property inspections. Our quality control and management center inspects the
properties prior to delivery to ensure that our quality standard has been met. We will notify our customers before
the delivery date stipulated in the sales contracts to arrange the delivery procedures.

We will assist our customers in obtaining their individual property ownership certificates by providing
all requisite information to the local authorities for registration. The local authorities will then grant an individual
property ownership certificate or a real estate right certificate for each property unit afterwards.

According to our accounting policies, our revenue is recognized when the properties are delivered to our
customers. The recognition of our revenue from sales of properties is not subject to the grant of the property
ownership certificates or real estate certificates to our customers.

Warranties

We provide our customers with a warranty for the quality of the structure of the building pursuant to the
Measures on the Sales of Commodity Housing ( <7 &t /5 85 8 & # %) ) and Regulations for the Operations of
Urban Property Development ( <3l [z iz B8 5884 #R 1) ). In addition, we also provide quality
warranties for certain fittings and fixtures, if applicable, usually for a period of two years, according to the
published national standards.

In general, we allow for returns of our properties in circumstances where there are material delays in the
delivery of our properties which exceed the periods stipulated in the relevant sales contracts, material quality
defects with respect to our properties, material changes made by us to the design of the properties which result
in changes in areas such as property layout, spatial dimension and orientation, and material discrepancies in the
GFA of our properties delivered as compared to the GFA stipulated in the sales contracts.

We may receive customer claims in relation to the quality of properties we developed from time to time.
Generally, we coordinate with contractors to respond to such customer claims. As of the date of this offering
memorandum, we had not been involved in any material claims or received any material complaints with respect
to the quality of our building structures or other fittings which cannot be rectified by the relevant contractors in
accordance with their warranty provisions of the relevant contracts.

After-sales Services

We rely on our customer service team at our branding and marketing center to provide after-sale services.
Our customer service team is also responsible for collecting and analyzing customer evaluations and feedbacks
through customer satisfaction surveys in order to improve service quality, identify customer preferences and
provide such feedbacks to the construction management team to improve our operation, including project design
and marketing strategies.

In addition, we are also subject to customer complaints in relation to the delay in delivery of property
title documents due to various reasons, including registration, approval and certification production procedures
by relevant property right authorities, which have taken longer time than expected. To speed up the registration
and approval process, we seek to increase our communication with relevant government authorities and actively
follow up on the status of certificate applications. As of the date of this offering memorandum, we had not had
any material disputes or received any material customer complaints.
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MANAGEMENT OF INVESTMENT PROPERTIES
Our Investment Properties

Though most of our properties are for sale, we strategically retain certain quality properties for
long-term investment purpose, which enables us to diversify our investment portfolio, generate a stable revenue
stream and leverage potential asset appreciation. We mainly conduct property investment and operation
businesses by way of direct commercial leasing. Although we currently focus on the development of properties
for sale, we will in the future increase our investment property portfolio in response to changing market
conditions and customer demand.

The total GFA attributable to us of our investment properties was approximately 270,728 sq.m., 267,634
sq.m. and 197,860 sq.m. as of December 31, 2019, 2020 and 2021, respectively. The revenue generated from
leasing our investment properties, which does not include revenue generated from the sales and leaseback
arrangement for Shanghai ¢ Sunkwan Upper Commercial Plaza, amounted to RMB49.1 million, RMB37.6
million and RMB46.0 million (US$7.2 million) in 2019, 2020 and 2021, respectively.

The following table set forth the basic information regarding our completed investment properties as of
December 31, 2021.

Occupancy
Rate”
Actual Actual Total As of
Construction GFA Held for December 31,
City Project Name Completion Date Investment 2021
(in sq.m.) (%)
Shanghai ............... Shanghai ¢ Sunkwan Upper October 18, 2016 21,932 85
Commercial Plaza (e b3
) (investment)
Shanghai ............... Shanghai ¢ Sunkwan Red November 7, 2016 5,952 76
Commercial Plaza (L iffe L3
A1)
Shanghai ............... Shanghai » Sunkwan June 2, 2017 14,727 90

International Plaza Tower 3
(Ve b I R R 455 =

Shanghai ............... Shanghai ¢ Sunkwan June 2, 2017® 14,805 90
International Plaza Tower 4
(T b S ] R i 35 e )

Shanghai ............... Shanghai ¢ Sunkwan June 2, 2017® 6,553 90
International Plaza Tower 5

(Lo 1 S 35 1 )

Total .................... 63,969

Notes:
(1) Calculated as leased and managed GFA divided by total leasable GFA.

(2) The Company acquired the project companies of Shanghai Sunkwan International Plaza Tower 3, Tower 4 and Tower 5 from an
independent third party at an aggregate consideration of RMB617.5 million.
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Lease Agreements

Our investment properties generally have lease terms ranging from three to six years. Some of our leases
are at a fixed rate with a performance premium component. Leases are generally calculated as the higher of (i)
fixed rates during a pre-determined period that then escalates based on an agreed upon rate through the remainder
of the lease term, generally through an annual percentage increase; or (ii) performance premiums calculated
based on a pre-determined percentage of the retail gross revenue of the tenants.

To maintain the competitiveness and profitability of our investment properties, we closely monitor the
operation and performance of individual stores to assess their appeal to customers and their ability to pay rents
on time. We conduct daily on-site inspection to monitor our tenants’ operational activities and we collect
statistics on our tenants’ operational conditions in order to review our tenants’ performance and analyze their
ability to fulfill lease agreement. Occasionally, we organize various marketing activities among our tenants. We
may propose lease adjustment during the negotiations for the renewal of lease contracts with our tenants based
on our tenants’ performances.

Selection, Merchandizing and Management of Tenants

We seek to maintain a high-quality tenant base and establish long-term relationships with tenants. We
have established and maintained a database which consists of quality brands selected from marketing events and
historical business relationships and which serves as the primary source for potential tenants. In assessing new
tenancies, we take into consideration factors including nature of trade or business, brand attractiveness, ability
to afford the rent, etc. Due to the negative impact e-commerce has had on the retail market, we intend to increase
the proportion of our tenancy in the food and beverage, entertainment, education and sports businesses. As of
December 31, 2021, the database consisted of 300 brands, many of which are internationally and nationally
well-known.

Marketing and Promotion

To maintain a high occupancy rate of our investment properties, we have formulated a set of marketing
strategies and developed activities both online and offline using internal and external sources to promote our
commercial and mixed-use properties and attract visitors, including advertisement through social media, internet,
outdoor billboards and display. We also collaborate with our tenants, including restaurants and retailers, to
organize various sales and marketing activities, such as new year’s eSport carnival, Labor Day golden week and
Halloween celebrations. We intend to host and organize various additional marketing activities, such as annual
celebration, parent-child bonding activities, performances, shows and game competitions in the future.

SUPPLIERS AND CUSTOMERS

Our major suppliers are construction material suppliers and construction contractors. Some of our
general contractors and subcontractors are local level operating entities owned or controlled by group companies
in China. Although we transacted with such local level operating entities on an individual basis, we aggregated
the purchases from such entities and counted the relevant group companies as our major suppliers. As such, our
five largest suppliers accounted for approximately 34.3%, 34.5% and 32.0% of our total purchases in 2019, 2020
and 2021, respectively. Our largest supplier in 2019, 2020 and 2021 accounted for approximately 8.9%, 11.1%
and 10.0% of our total purchases, respectively. As of December 31, 2021, our business relationships with these
major suppliers had generally been over two years.

We believe construction industry in China is generally competitive and fragmented and construction
contractors are readily available. We are able to secure sufficient supplies in a timely manner at comparable cost
if one or several of current suppliers fail to provide us with contractor service and raw materials in the quantity
and quality meeting our requirements.

Our customers are mainly individuals and corporate purchasers of our properties as well as tenants of
our investment properties. Due to the nature of our business, in 2019, 2020 and 2021, and revenue contributed
by our five largest customers accounted for less than 5.5% of our total revenue in 2019, 2020 and 2021,
respectively.
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INTELLECTUAL PROPERTY

We place emphasis on developing our brand and have extensive trademark registrations to protect all
respects of our business operations. As of December 31, 2021, we had 32 trademarks for our business operations
in China and one trademark in Hong Kong.

As of the date of this offering memorandum, we were not aware of any infringement (i) by us of any
intellectual property rights owned by third parties, or (ii) by any third parties of any intellectual property rights
owned by us.

INSURANCE

There are no national mandatory provisions under the relevant PRC laws and regulations requiring
property developers to maintain insurance coverage with respect to their property development operations. We
maintain contractors’ all risks insurance for certain of our residential property development projects. We
generally maintain property insurance, contractors’ all risks insurance or third-party liability insurance for our
commercial property projects held for investment. We require the general contractors of our development
projects to maintain insurance policy in accordance with the contracting agreements.

Though our practice is in line with industry practice, there are certain risks for which we are not insured,
and we may not have sufficient insurance coverage for damages and liabilities that may arise in the course of
our business operations.

PROPERTIES FOR SELF-USE

As of December 31, 2021, we owned certain portions of Shanghai ¢ Sunkwan International Plaza Tower
5 with a total GFA of approximately 4,931 sq.m. as our office spaces.

LEASED PROPERTIES FOR SELF-USE

As of December 31, 2021, we leased a number of properties with a total GFA of approximately 8,637
sq.m. from lessors to support our business activities and operations in China. All of these leased properties are
used as office space. Our leases generally have a term ranging from four months to ten years, and we expect to
renew the leases upon their expiry.

INFORMATION TECHNOLOGY

We rely on the effective operation of our IT systems for our business operations. Our IT team is
responsible for developing and maintaining an IT system that keeps pace with our business expansion and is
customized to meet our business needs. The centralized IT systems is controlled and operated by our
headquarters.

We have implemented enterprise resource planning and office administration systems to facilitate our
operations, from product design, procurement, property development, human resources, financial and accounting,
and customer services. Our standardized operating metrics, such as site selection and land acquisition criteria,
are built in the centralized IT systems, which is linked to our office automation online approval function,
ensuring that only procedures following our standardized models can be approved and proceeded. Our
streamlined IT systems reduce processing time and labor costs and increase efficiencies and productivity as well
as broaden inter-departmental coordination.

We face increasing security risks and threats from cyberattacks with respect to our IT systems. We
require our staff to follow our management guidelines on our IT systems and safeguard information in the system.
To help combat such attacks, we have also established emergency recovery systems to keep regular data backups.
As of the date of this offering memorandum, we had not experienced any disruptions to our IT systems that
materially impacted our business operations.
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EMPLOYEES

As of December 31, 2021, we had 1,083 full-time employees, all of whom were based in China. The
following table sets forth a breakdown of our full-time employees by function as of December 31, 2021:

Numbers of % of all
Function employees employees
MaANAZEIMENT ..ottt 20 1.8%
Construction Management/Quality Control...............c..cooiiiii. 165 15.2%
FINANCE «.eninii e 96 8.9%
Product Design and Development..............cooiiiiiiiiiiiiiiiiiiieeeee, 60 5.5%
Sales, Marketing and CustOmer ServiCes.........ocuoviuuriuniiuniiuneiineiinaeeneenn. 471 43.5%
Procurement and Cost CONtrol ........c.oeeuuiiiiiiiiiiiiiiiiie e 60 5.5%
General AdmMINISTIAtIVE ....vuueiiniie e 32 3.0%
HUuman ReSOUICES. ......iuuuiiiiiiiiiiiiii e 40 3.7%
Operational Management ............ceueeuiiiiiiniiiiiiei e 21 1.9%
NS 511 1<) 1L PP 45 4.2%
Fund and Financing Management............cceeuviuviiiiniinniiniiniieieieieenennens 28 2.6%
BUSINESS ittt 30 2.8%
ORETS oo 15 1.4%
TOtal ..o 1,083 100 %

We actively recruit skilled and qualified personnel in local markets through various channels, such as
on-campus recruitment programs, recruiting firms, internal referrals and online recruiting. We have established
systematic training programs for our employees based on their positions and expertise. For example, we
established “Sunkwan e-Learning Platform” in September 2018, which regularly updates our employees on the
latest government policies relating to the real estate industry. Our employees are required to complete weekly
training programs and assessments tailored to their specific department on our e-Learning platform. Apart from
e-Learning, we also provide our employees with continuing seminars, workshops and vocational trainings by
external professionals to expand their expertise and professional knowledge.

In addition, we contribute to social insurance for our employees, including medical insurance,
work-related injury insurance, retirement insurance, maternity insurance, unemployment insurance and housing
funds. There were no material labor disputes, incidents, non-compliance or labor-related legal proceedings
against us as of the date of this offering memorandum.

ENVIRONMENTAL MATTERS

We are subject to certain environmental protection laws and regulations, including those relating to air
pollution, noise emissions and water and waste discharge. Each of our property development projects is required
under PRC laws to undergo environmental impact assessments. We must submit the relevant environmental
impact study or report to the environmental authorities, along with other required documents, for evaluation and
approval by the authorized environmental protection administrations. The approval from the relevant government
authorities will specify the standards applicable to the implementation of the construction project. Such measures
are required to be incorporated into the design, construction and operation of the particular project. Upon the
completion of each project, the relevant government authorities will inspect the site to ensure that all applicable
environmental standards have been complied with before the property can be delivered to the purchaser.

To ensure our compliance with the relevant environmental rules and regulations, we take specific
measures, including: (i) strictly selecting construction contractors and supervising the construction process, (ii)
applying for review by the relevant government authorities in a timely manner after the project is completed, and
(iii) actively adopting environmentally friendly equipment and designs.

None of our properties had received any fines or penalties associated with the breach of any

environmental laws or regulations that would have a material adverse impact on our business, financial condition
or results of operations as the date of this offering memorandum.
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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 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

We have been involved in legal proceedings or disputes from time to time in the ordinary course of
business, including claims primarily relating to disputes arising from agreements with third-party contractors and
suppliers, property purchase agreements and lease agreements with our customers.

Due to the nature of our business, we may from time to time be involved in disputes with our pre-sale
property purchasers and other third parties. See “Risk Factors — Risks Relating to Our Business and Industry
— We may be involved in legal and other disputes from time to time arising out of our operations, including any
disputes with our contractors, suppliers, employees, tenants or other third parties, and may face significant
liabilities as a result” for details.

NON-COMPLIANCE

During 2019, 2020 and 2021, we had sales and leaseback arrangement for Shanghai ¢ Sunkwan Upper
Commercial Plaza. We sold commercial units to the buyer-lessors, which were independent third-party property
buyers and investors whom we attracted through ordinary channels of marketing and advertising, through our
subsidiary, Shanghai Qianrong, while the buyer-lessors later entered into management and operation agreement
with our another subsidiary, Shanghai Kunshang.

Pursuant to the Measures in the Sales of Commodity Housing, property developers may not pre-sell their
commercial units by ways of post-sale leasing in a direct or a disguised form before obtaining the construction
completion certificates and property developers may be subject to a disciplinary warning, ordered to make
remedial measures and/or imposed a fine of not less than RMB 10,000 but not more than RMB30,000 if they are
engaged in the abovementioned activity. As mentioned above, in 2015 and 2016, we entered into 144 sales and
leaseback arrangements out of the total 286 commercial units before we obtained the relevant construction
completion certificates.

As of the date of this offering memorandum, with respect to the legality of our sales and leaseback
arrangement, we had conducted interviews with the competent housing security and administration authority.
After having explained our sales and leaseback arrangement to the competent housing security and administration
authority, it confirmed that it did not find that we had illegal behavior that might be penalized, and that we had
not been penalized for violating the relevant rules and regulations regarding the sales of commodity housing.
Furthermore, we had not been subject to any administrative penalty regarding the sales and leaseback
arrangements. In addition, we have taken rectification actions and obtained all the relevant construction
completion certificates before October 2016. Based on the forgoing, our directors are of the view that the
likelihood that we would be penalized by the competent authorities is low and are in compliance with the relevant
PRC laws and regulations in all material aspects.
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REGULATION
THE PRC LEGAL SYSTEM

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.

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” (ZE AN RAE KRG HHZ B & BN nsa kR T/ER PER) 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.

THE PRC JUDICIAL SYSTEM

Under the PRC Constitution and the Law of Organization of the People’s Courts, the judicial system is
made up of the Supreme People’s Court, the local courts, military courts and other special courts. The local courts
are comprised of the basic courts, the intermediate courts and the higher courts. The basic courts are organized
into civil, criminal, economic and administrative divisions. The intermediate courts are organized into divisions
similar to those of the basic courts, and are further organized into other special divisions, such as the intellectual
property division. The higher level court supervise the basic and intermediate courts. The People’s Procuratorates
also have the right to exercise legal supervision over the civil proceedings of courts of the same level and lower
levels. The Supreme People’s Court is the highest judicial body in the PRC. It supervises the administration of
justice by all other courts.
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The courts employ a two-tier appellate system. A party may appeal against a judgment or order of a local
court to the court at the level immediately superior. Second judgments or orders given at the same level and at
the level immediately superior are final. First judgments or orders of the Supreme People’s Court are also final.
If, however, the Supreme People’s Court or a court at a higher level finds an error in a judgment which has been
given in any court at a lower level, or the presiding judge of a court finds an error in a judgment which has been
given in the court over which he presides, the case may then be retried according to the judicial supervision
procedures.

The Civil Procedure Law of the PRC ('3 A [RILFNEH [ S5 7A1%), which was adopted on April 9, 1991
and respectively amended on October 28, 2007, August 31, 2012, June 27, 2017 and December 24, 2021, sets
forth the criteria for instituting a civil action, the jurisdiction of the courts, the procedures to be followed for
conducting a civil action and the procedures for enforcement of a civil judgment or order. All parties to a civil
action conducted within the PRC must comply with the Civil Procedure Law. Generally, a civil case is initially
heard by a local court of the municipality or province in which the defendant resides. The parties to a contract
may, by express agreement, select a jurisdiction where civil actions may be brought, provided that the jurisdiction
is either the plaintiff’s or the defendant’s place of residence, the place of execution or implementation of the
contract or the object of the action. However, such selection cannot violate the stipulations of grade jurisdiction
and exclusive jurisdiction in any case.

A foreign individual or enterprise generally has the same litigation rights and obligations as a citizen or
legal person of the PRC. If a foreign country’s judicial system limits the litigation rights of PRC citizens and
enterprises, the PRC courts may apply the same limitations to the citizens and enterprises of that foreign country
within the PRC. If any party to a civil action refuses to comply with a judgment or order made by a court or an
award granted by an arbitration panel in the PRC, the aggrieved party may apply to the court to request for
enforcement of the judgment, order or award. A time limit of two years is imposed on the right to apply for such
enforcement. If a person fails to satisfy a judgment made by the court within the stipulated time, the court will,
upon application by either party, mandatorily enforce the judgment.

A party seeking to enforce a judgment or order of a court against a party who is not located within the
PRC and does not own any property in the PRC may apply to a foreign court with proper jurisdiction for
recognition and enforcement of the judgment or order. A foreign judgment or ruling may also be recognized and
enforced by the court according to the PRC enforcement procedures if the PRC has entered into, or acceded to,
an international treaty with the relevant foreign country, which provides for such recognition and enforcement,
or if the judgment or ruling satisfies the court’s examination according to the principal of reciprocity, unless the
court finds that the recognition or enforcement of such judgment or ruling will result in a violation of the basic
legal principles of the PRC, its sovereignty or security, or for reasons of social and public interests.

ESTABLISHMENT OF A PROPERTY DEVELOPMENT ENTERPRISE

According to the “Law of the People’s Republic of China on Administration of Urban Real Estate” (!
He \ AL AN IR T 7 bz 45 5% (the “Urban Real Estate Law”) promulgated by the Standing Committee of the
NPC on July 5, 1994, effective on January 1, 1995 and as amended in August 2007, August 2009 and August
2019, a property developer is defined as an enterprise which engages in the development and sale of property
for the purpose of making profit. Under the “Regulations on Administration of Development of Urban Real
Estate” (117 Hh 2 B 43 4848 A 305 ) (the “Development Regulations”) promulgated and implemented by the
State Council in July 1998 and as amended in January 2011, March 2018, March 2019, March 2020 and
November 2020, an enterprise which is to engage in property development shall satisfy the following
requirements: (i) its registered capital shall be RMB1 million or more; and (ii) have four or more full-time
professional property/construction technicians and two or more full-time accounting officers, each of whom shall
hold the relevant qualification certificate.

In May 2009, the State Council issued a “Notice on Adjusting the Ratio of Capital Fund for Investment
Projects in Fixed Assets” ([ # % [ 2 & a5 & TH H B A4 U948 %) setting the portion of capital fund of
property projects at 20% for affordable housing projects and ordinary commodity housing projects and 30% for
other property projects.
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In September 2015, the State Council issued a “Notice to Adjust and Promote the System of Capital Fund
for Investment Projects in Fixed Assets” (A af3 A58 35 [E 0 & e 1 & T B &AL H B 1948 A1), under which
the minimum capital ratio remains 20% for affordable housing projects and ordinary commodity residential
projects, and is decreased to 25% for other property projects.

To establish a property development enterprise, the developer should apply for registration with the
administration for industry and commerce. The property developer must also report its establishment to the
property development registration authority in its respective locality, within 30 days of the receipt of its Business
License. Where a foreign-invested enterprise is to be established to engage in the development and sale of
property, the relevant requirements of the laws and administrative regulations regarding foreign-invested
enterprises must also be observed, the relevant examinations conducted and the relevant approvals obtained.

Under the “Foreign Investment Industrial Guidance Catalog” (#MEi#% & 54 H #%) (the “Guidance
Catalog”) promulgated by MOFCOM and National Development and Reform Commission (9 #E A R[] 5%
M ZE B ) (the “NDRC”) on March 10, 2015, effective from April 10, 2015, construction of golf course and
villas falls within the category of industries in which foreign investment is prohibited, and construction and
operation of large theme parks falls within the restricted category. Other real estate development falls within the
category of industries in which foreign investment is permitted. Foreign-invested real estate development
enterprises can be established in the form of Sino-foreign equity joint venture, Sino-foreign co-operative joint
venture or wholly owned foreign enterprise in accordance with the Guidance Catalog and other laws and
administrative regulations relating to foreign-invested enterprises. Pursuant to the amended Guidance Catalogue
(the “Guidance Catalogue (2017 Revision)”) promulgated by MOFCOM and NDRC on June 28, 2017 and
became effective on July 28, 2017 and the Special Management Measures (Negative List) for the Access of
Foreign Investment (2018 Version) (M EHEAREAIAE S e (E VS B)(20184F ML) (the “Negative List
2018”) promulgated by the NDRC and the MOFCOM on June 28, 2018 and came into effect on July 28, 2018,
real estate development does not fall within the Negative List 2018 and the restrictive measures for construction
of large-scale theme park, golf courses and villas are equally applicable to domestic and foreign investment. On
June 30, 2019, MOFCOM and NDRC promulgated the Catalogue of Industries for Encouraging Foreign
Investment (Edition 2019) (3%~ 4% & = 2 H %) and the Special Management Measures (Negative List) for
the Access of Foreign Investment (2019 Version) (¥1p48 & HEA KRR RIS PR it (& TS 5)(20194FfR)) (the
“Negative List 20197), both of which became effective on July 30, 2019 and superseded the Guidance Catalogue
(2017 Revision) and the Negative List 2018, while the policy for the real estate development remains the same.
The Negative List 2019 was replaced by the Special Measures (Negative List) for the Access of Foreign
Investment (2020 Version) (%Fﬁ#&%‘/ﬁ)\%ﬁwiﬂ?ﬂﬁﬁ(ﬁ T B (20204Fh)) (the “Negative List 20207)
promulgated by NDRC and MOFCOM on June 23, 2020 and became effective on July 23, 2020. On December
27, 2021, NDRC and MOFCOM promulgated the Special Measures (Negative List) for the Access of Foreign
Investment (2021 Version) (FMH5 & HEAFE I PR I (£ 11 7% 1) (20214 hR)) (the “Negative List 20217),
which became effective from January 1, 2022. The Negative List 2020 and the Negative List 2021 have no further
implication in respect of the real estate development policy.

In July 2006, the Ministry of Construction, MOFCOM, the NDRC, the PBOC, the SAIC and SAFE
promulgated the “Circular on Standardizing the Admittance and Administration of Foreign Capital in the Real
Estate Market” (B ELHE E T EIVEWEARE M)  (the “171 Opinion™), which stipulates

requirements in terms of admittance and administration of foreign capital in the property market.

On May 23, 2007, MOFCOM and SAFE jointly issued the “Notice on Further Strengthening and
Regulating the Approval and Supervision on Forelgn Investment in Real Estate Sector in the PRC” (BiA#E—
A - BLERAN T B E 5 e SR B A A9 4 A1) which was amended in October 2015, stipulates the

requirements for the approval and supervision of foreign investment in real estate.

On September 27, 2007, the PBOC and the China Banking Regulatory Commission (the “CBRC”) jointly
issued a “Circular on Strengthening Commercial Real Estate Loan Administration” (B il 5 i 614 55 b g 5 &
FEFRAYE A This circular reaffirmed some of the restrictions applicable to the sale of residential and commercial
units imposed by prior regulations as well as introduced new rules that prohibit, among other things, the
provision of working capital financing by commercial banks to property developers (other than property
development loans, which may only be used on local property development projects and not on projects in other
regions without prior approvals from governmental authorities).

On December 5, 2007, the PBOC and the CBRC further jointly issued the Supplementary Notice of the
People’s Bank of China and China Banking Regulatory Commission on Strengthening the Administration of
Commercial Real Estate Loans (B 5@ p6 2V 5 Ho (5 B Bl 7848 1), The notice provided that the
number of loans to a borrower shall be determined on the basis of loans to the borrower’s family (including the
borrower, his/her spouse and his/her under-aged children), and for a family which has purchased the first house
for its own dwelling purpose with a bank loan or which has purchased a house with a loan from the public
accumulation fund for housing construction, if its per capital dwelling space is smaller than the local average
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level and it applies to a commercial bank for another housing loan, such application shall be handled by referring
to the policies governing loans for purchasing the first house, while circumstances other than the aforesaid one
shall be handled in accordance with policies and provisions governing loans for purchasing a second house.

On April 6, 2010, the State Council issued the “Opinions on Further Enhancing the Utilization of Foreign
Investment” (B HE— 54807 F FI A& TAERA T3 5), which provides that, projects with total investment
(including capital increase) of less than US$300 million within the category of industries in which foreign
investment is encouraged or permitted as listed in the Guidance Catalog may be approved by local governments,
except for those required to be approved by relevant departments of the State Council under the “Catalog of
Investment Projects Approved by the Government” (BUMAZIERFEIE H B #%).

On August 19, 2015, MOHURD, MOFCOM, NDRC, PBOC, SAIC and SAFE jointly issued the Notice
on Adjusting the Admittance and Administration of Foreign Capital in the Real Estate Market ([ 5% 55 Hi 7
T 5N EHEA RIS HLA B BOR YD), This Notice amended the registered capital requirement in the 171
Opinion and stipulates that when a foreign investor establishes a property development enterprise in China in
which (i) the total investment amount is more than US$10.0 million and less than US$30.0 million, such
enterprise’s registered capital must not be less than 40% of its total investment amount; (ii) the total investment
amount is more than US$10.0 million and less than US$12.5 million, such enterprise’s registered capital must
not be less than US$5.0 million; (iii) the total investment amount is US$30.0 million or more, such enterprise’s
registered capital must not be less than 33.3% of its total investment amount; and (iv) the total investment amount
is more than US$30.0 million and less than US$36.0 million, such enterprise’s registered capital must not less
than US$12.0 million.

On September 3, 2016, the National People’s Congress Standing Committee (NPCSC) adopted a decision
on amending the law of foreign invested companies which became effective from October 1, 2016 (Z=E AR
RREFEHZEBGRMESR ChEARILFBISNEZEE) SR IRE). Upon the effectiveness of the
decision, the establishment of the foreign invested enterprise and its subsequent changes will be required to be
filed with the relevant authorities instead of obtaining approvals from relevant commerce authorities as required
by the existing PRC laws, except for the foreign invested enterprises which are subject to the special
administrative measures regarding foreign investment entry. On September 30, 2016, the State Administration for
Industry & Commerce issued a circular on relevant issues of the registration of foreign invested enterprises to
implement the decision of NPCSC. On October 8, 2016, NDRC and MOFCOM jointly issued a notice according
to which the industries falling within the categories in which foreign investment is prohibited or restricted and
those falling within the encouraged category subject to relevant requirements of equity or senior management
under the Guidance Catalog, will be subject to the special administrative measures for foreign investment entry.
On the same day, MOFCOM promulgated the “Provisional Measures for Filing Administration of Establishment
and Changes of Foreign-invested Enterprises” (JMFEMIER T KB EMREIY1THE) which was
amended on July 30, 2017 and June 29, 2018. On December 30, 2019, the Ministry of Commerce and the State
Administration of Market Regulation issued the “Measures for the Reporting of Foreign Investment Information”
O E (S Bk 5 #HE), which came into effect on January 1, 2020 and replaced the “Provisional Measures for
Filing Administration of Establishment and Changes of Foreign-invested Enterprises” (7 4% & 357 [ 58 o
i AT HEE). Since January 1, 2020, for foreign investors carrying out investment activities directly or
indirectly in China, the foreign investors or foreign-invested enterprises shall submit investment information to
the commerce authorities pursuant to these measures.

On March 15, 2019, the National People’s Congress of the PRC adopted the “Foreign Investment Law
of the PRC” (3£ A\ RILFIEI S &%) with a view toward unifying and streamlining the foreign investment
framework into China which came into effect on January 1, 2020. The Foreign Investment Law replaced the PRC
Law on Sino-foreign Equity Joint Ventures, the PRC Law on Wholly Foreign-owned Enterprise and the PRC Law
on Sino-foreign Cooperative Joint Ventures. Under the Foreign Investment Law, the types of foreign investment
into China include:

* establishment of a foreign invested enterprise in China, independently or jointly with any other
investor

e acquisition of shares, equities, property or any other similar rights and interests of an enterprise in
China

* investment in a new project in China, independently or jointly with any other investor

* investment in any other way as may be stipulated by laws, administrative regulations or provisions
of the State Council
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The Foreign Investment Law establishes a nationwide “pre-establishment national treatment and
negative list” management system. The system is intended to create an environment where all foreign investment
will be treated the same as domestic investments, other than foreign investments into industries that are listed
in the “Special Administrative Measures (Negative List) for Foreign Investment Access.” According to the
Foreign Investment Law, all foreign invested enterprises are required to follow the corporate governance rules
under the PRC Company Law. However, for foreign invested enterprises formed prior to the adoption of the
Foreign Investment Law, the Foreign Investment Law allows for a five-year transition period to bring the
corporate governance of such foreign invested enterprises in line with the PRC Company Law.

QUALIFICATIONS OF A PROPERTY DEVELOPER

According to the Catalogue of Industries for Guiding Foreign Investment (2017 Revision) IR EE
EHEH B Q017F457])) (the “Catalogue”) which was jointly issued by the NDRC and the MOFCOM on June
28, 2017 and became effective on July 28, 2017, certain industries have fallen into the categories where foreign
investment is encouraged, restricted or prohibited, and are subject to different administrative requirements and
formalities.

On June 28, 2018, the NDRC and the MOFCOM jointly issued the Special Administrative Measures
(Negative List) for the Access of Foreign Investment (2018) (&M 43 & HE A F Il B B it (B T8 1 BE) (20 184 hiK))
(the “Negative List 2018”), which became effective on July 28, 2018 and was replaced by the “Special
Administrative Measures (Negative List) for Foreign Investment Access (2019 Version)” (718 & A4 Al &
PRAE (B TG BE) (20194 i) effective from July 30, 2019 (the “Negative List 2019,” together with the Negative
List 2018, the “Negative List”). The Negative List has replaced the special administrative measures as provided
in the Catalogue, and has uniformly set forth the ownership requirements, requirements for senior executives, and
other special administrative measures for the access of foreign investment. Fields not on the Negative List shall
be administered under the principle of equal treatment to both domestic and foreign investment. The Negative
List 2019 was replaced by the Special Measures (Negative List) for the Access of Foreign Investment (2020
Version) (¥ 43 & HEA R 45 I it (52 TH 5 BE)(20204F i) (the “Negative List 2020”) promulgated by NDRC
and MOFCOM on June 23, 2020 and became effective on July 23, 2020 and amended on December 27, 2021.
The Negative List 2021 has no further implication in respect of the real estate development policy.

Under the “Provisions on Administration of Qualifications of Property Developers” (75 i 7 B35 {35 &
B FEBIAE) (the “Provisions on Administration of Qualifications”) promulgated by the Ministry of Construction
in March 2000 and amended in May 2015 and December 2018 and March, 2022, a property developer shall apply
for registration of its qualifications in accordance with the Provisions on Administration of Qualifications. An
enterprise may not engage in development and sale of property without a qualification classification certificate
for property development. The construction authority under the State Council oversees the qualifications of
property developers throughout the country, and the property development authority under a local government
on or above the county level shall oversee the qualifications of local property developers.

In accordance with the Provisions on Administration of Qualifications, property developers are classified
into four classes. Different classes of qualification should be examined and approved by corresponding
authorities. The class 1 qualifications shall be subject to preliminary examination by the construction authority
of the relevant province, autonomous region or municipality directly under the central government and then final
approval of the construction authority under the State Council. Procedures for approval of developers of class
2 or lower qualifications shall be formulated by the construction authority under the government of the relevant
province, autonomous region or municipality directly under the central government. A developer who fulfills the
qualification requirements will be issued a qualification certificate of the relevant class by the qualification
examination authority.

Under the Development Regulations, the property development authorities shall examine applications
for registration of qualifications of a property developer when it reports its establishment, by considering its
assets, professional personnel and business results. A property developer shall only undertake property
development projects in compliance with the approved qualification registration.

After a newly established property developer reports its establishment to the property development
authority, the latter shall issue a Provisional Qualification Certificate to the eligible developer within 30 days
after accepting the report application. The term of validity of Provisional Qualification Certificate is one year,
while the property development authority may extend the validity to a period of no longer than two years
considering the actual business situation of the enterprise. The property developer shall apply for qualification
classification by the property development authority within one month before expiry of the Provisional
Qualification Certificate.
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A developer of any qualification classification may only engage in the development and sale of property
within its approved scope of business and may not engage in business which is restricted to another classification.
A class 1 property developer is not restricted as to the scale of property project to be developed and may
undertake a property development project anywhere in the country. A class 2 property developer or lower may
undertake a project with a gross floor area of less than 250,000 sq.m. and the specific scope of business shall
be restricted to those agreed by the construction authority of the relevant province, autonomous region or
municipality. Pursuant to the Provisions on Administration of Qualifications, the qualification of a property
developer shall be inspected annually. The construction authority under the State Council or its authorized
institution is responsible for the annual inspection of a class 1 property developer’s qualification. Procedures for
annual qualification inspection with developers of class 2 or lower shall be formulated by the construction
authority of the relevant province, autonomous region or municipality.

DEVELOPMENT OF A PROPERTY PROJECT

Under the “Interim Regulations of the People’s Republic of China on Grant and Transfer of the Use Right
of State-owned Urban Land” ("7 #E A A5 Ik 85[0 A5 -+ b fiff FFI A o g A e 7 1 7466 49) (“Interim Regulations
on Grant and Transfer”) promulgated by the State Council in May 1990 and amended in November 2020, a
system of grant and transfer of the right to use state-owned land is adopted. A land user shall pay an land premium
to the government as consideration for the grant of the right to use a land site within a specified term, and the
land user may transfer, lease, mortgage or otherwise commercially use the land use right within the term of use.
Under the Interim Regulations on Grant and Transfer and the Urban Real Estate Law, the land administration
authority under the local government of the relevant city or county shall enter into a land grant contract with the
land user to provide for the grant of land use right. The land user shall pay the land premium as provided by the
land grant contract. After payment in full of the land premium, the land user shall register with the land
administration authority and obtain a land use right certificate evidencing the acquisition of land use rights. The
Urban Real Estate Law and the Development Regulations provide that land use right for a site intended for
property development shall be obtained through government grant except for land use right which may be
obtained through allocation pursuant to PRC laws or the stipulations of the State Council.

Under the “Rules Regarding the Grant of State-owned Land Use Rights for construction by Way of
Tender, Auction and Listing-for-sale” (A4 % H G IER A 5% F (I HERIE)  promulgated by the
Ministry of Land and Resources on September 28, 2007, state-owned land use rights for the purposes of industrial
use, commercial use, tourism, entertainment and commodity residential property development in the PRC may
be granted by the government only through public tender, auction and listing-for-sale. The procedures are as
follows:

e The land authority under the people’s government of the city and county (the “assignor”) shall make
an announcement at least 20 days prior to the date of the proposed competitive bidding, public
auction or listing-for-sale. The announcement should include basic particulars such as the size of the
land parcel, the qualification requirement of the bidder and auction applicants, methods and criteria
on confirming the winning tender or winning bidder, and other conditions such as the deposit for the
bid.

* The assignor shall conduct a qualification verification of the bidding applicants and auction
applicants, inform the applicants who satisfy the requirements set out in the announcement and
invite them to attend the competitive bidding, public auction or listing-for-sale.

e After determining the winning tender or the winning bidder by either competitive bidding, public
auction or listing-for-sale, the assignor and the winning tender or winning bidder shall then enter
into a confirmation. The assignor should return the bidding or tender deposits to the unsuccessful
bidding or auction applicants.

e The assignor and the winning tender or winning bidder shall enter into a contract for the grant of
state-owned land use right according to the time and venue set out in the confirmation. The deposit
of the bid paid by the winning tender or winning bidder will be used to set off part of the land.

* The winning tender or winning bidder should apply for the land registration after paying off the land
grant premium in accordance with the state-owned land use right grant contract. The people’s
government above the city and county level should issue the “Land Use Permit for State-Owned
Land.”
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When carrying out a feasibility study for a construction project, a construction company shall make a
preliminary application for construction on the relevant site to the land administration authority of the same level
as the project approval authority, in accordance with the “Measures for Administration of Examination and
Approval for Construction Sites” (i HbaE £ it ¥HHL) promulgated by the Ministry of Land and
Resources in March 1999 and as amended in November 2010 and November 2016 and the “Measures for
Administration of Preliminary Examination of Construction Project Sites” (EkJH H M FE 2 & HHHL)
promulgated by the Ministry of Land and Resources in July 2001 and as amended in October 2004 and November
2008 and November 2016, respectively. After receiving the preliminary application, the land administration
authority shall carry out a preliminary process for the approval of various matters relating to the construction
project in compliance with the overall zoning plans and land supply policy of the government, and shall issue
a preliminary approval report in respect of the project site. The land administration authority of the relevant city
or county shall sign a land grant contract with the land user and issue an approval for construction site to the
construction company.

According to the Urban Real Estate Law, a land user who obtains land use right under the grant system
must develop the land in accordance with the purposes for which the land is acquired and must commence the
development within the time frame agreed to under the land grant contract. If the land user fails to commence
development and construction within one year of the construction commencement date stipulated in the land
grant contract, then the local land administration authority may impose a fine on the land user an “idle land fee”
of up to 20% of the land premium agreed. If the land user fails to commence development of the relevant land
after two years from the deadline set forth in land grant contract, the land user’s land use right may be forfeited.
However, the foresaid penalties do not apply if the failure to commence development and construction is due to
force majeure or caused by government actions.

On January 3, 2008, the State Council reiterated the abovementioned policies in the “Notice on
Enhancing the Economical and Intensive Use of Land” (BHAEHERTZHEA FHHLAYAEAT). This notice states,
among other things, that (i) policies in relation to the forfeiture of land use rights without compensation for land
which has remained idle for more than two years shall be strictly implemented; (ii) if any land remains idle for
one year, an idle land fee of 20% of the relevant land premium shall be levied; (iii) the prohibition of land supply
for villa projects shall continue; (iv) the Ministry of Land and Resources and other authorities are required to
research and commence the drafting of implementation rules concerning the levy on land appreciation value on
idle land; (v) in relation to the supply of residential land, planning conditions such as plot ratio limits and the
number and type of flats that can be constructed shall be taken into account in land grant contracts and allocation
decisions to ensure that at least 70% of the total land grant for residential development will consist of low rental
housing, economy housing, limited pricing housing and units of less than 90 sq.m. in size; and (vi) financial
institutions are required to exercise caution when approving financing for any property developer who, after one
year from the commencement date stipulated in the land grant contract, fails to complete at least one-third of the
development of their project or provide at least 25% of the total investment in the project.

On June 1, 2012, the Ministry of Land and Resources revised and promulgated the “Measure for the
Disposal of Idle Land” ([ & + Hij& & ##%), which clarified the scope and definition of idle land, as well as the
corresponding punishment measures. Pursuant to the Measures for the Disposal of Idle Land, under the following
circumstances, a parcel of land shall be defined as “idle land™:

* any State-owned land for construction use, of which the holder of the land use right fails to start the
construction and development thereof within one year after the commencement date of the
construction and development work as agreed upon and prescribed in the contract for fee-based use
of State-owned land for construction use, or the decision on allocation of State-owned land for
construction use; and

* any State-owned land for construction uses of which the construction and development have been
started but the area of land that is under construction and development is less than one third of the
total area of land that should have been under construction and development or the amount invested
is less than 25% of the total investment, and the construction and development of which has been
suspended for more than one year.
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If a parcel of land is deemed as idle land by competent department of land and resources, unless
otherwise prescribed by the new Measures for the Disposal of Idle Land, the land shall be disposed of in the
following ways:

*  where the land has remained idle for more than one year, the competent department of land and
resources at the municipal or county level shall, with the approval of the people’s government at the
same level, issue a Decision on Collecting Charges for Idle Land to the holder of the right to use
the land and collect the charges for idle land at the rate of 20% of the land assignment or allocation
fee; and the said charges for idle land shall not be included in the production cost by the holder of
the land use right; and

* where the land has remained idle for more than two years, the competent department of land and
resources at the municipal or county level shall, with the approval of the people’s government at the
same level, issue a Decision on Recovering the Right to Use the State-owned Land for Construction
Use to the holder of the land use right and recover the right to use the State-owned construction land
without compensation.

On September 12, 2014, the Ministry of Land and Resources issued the “Guidelines on Improving
Economical and Intensive Use of Land” (A 4 - M fiii 2982 407 F (0958 2 ), which implements the rules
regarding idle land and specifies the controlling requirements of the land use standards in the relevant legal
documents including land use approvals and land grant contracts.

Under the “Measures for Control and Administration of Grant and Transfer of Right to Use Urban
State-owned Land” (3 i [ A7 - b fift Fi RE ) SR s A0 1) A7 BRI promulgated by the Ministry of Construction
in December 1992 and amended on January 26, 2011, the grantee to an land grant contract (i.e., a property
developer) shall apply for a Permit for Construction Site Planning from the municipal planning authority with
the land grant contract.

After obtaining a construction site planning permit, a property developer shall organize the necessary
planning and design work in respect of the planning and design requirements. For the planning and design
proposal in respect of a property development project, the relevant reporting and approval procedures required
by the “PRC City and Rural Planning Law” ("3 A RILFIE AL #IE) promulgated by the Standing
Committee of the NPC in October 2007 and as amended in April 2015 and April 2019 as well as local statutes
on municipal planning must be followed and a construction works planning permit must be obtained from the
municipal planning authority.

On January 21, 2011, the State Council promulgated the “Regulation on Expropriation and
Compensation Related to Buildings on State-owned Land” (A THb 5 EEUCEEEES])  (the
“Expropriation and Compensation Regulation™). The Expropriation and Compensation Regulation provides that,
among other things:

(1) buildings can be expropriated under certain circumstances for public interests, and governmental
authorities are responsible for resettlement activities; real estate developers are prohibited from
engaging in demolition and relocation operations;

(ii) compensation shall be paid before the resettlement;

(iii) compensation to owners of properties to be demolished cannot be less than the market value of
similar properties at the time of expropriation. The market value of properties shall be determined
by qualified real estate appraisal institutions in accordance with appraisal rules related to property
expropriation. Any owner who does not agree with the appraised market value of the property may
apply to the real estate appraisal institution for re-appraisal; and

(iv) neither violence nor coercion may be used to force home owners to leave sites, nor may certain
measures, such as illegal suspension of water and power supplies, be used in relocation operations.

In addition to paying the demolition and removal compensation, the property developer undertaking the
demolition and removal shall pay a removal allowance to the residents of the buildings to be demolished.
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After obtaining the Permit for Construction Work Planning and prior to construction, a property
developer is required to apply for a Construction Permit from the construction authority above the county level
according to the “Measure for the Administration of Construction Permits for Construction Projects” (ZZE T
it T#F ] & BRHFE) enacted by the Ministry of Housing and Urban Rural Development on June 25, 2014 and
effective from October 25, 2014, which was amended on September 28, 2018 and March 30, 2021.

A property project developed by a property developer shall comply with the relevant laws and statutes,
requirements on construction quality, safety standards and technical guidelines on survey, design and
construction work, as well as provisions of the relevant construction contract. After completion of works for a
project, the property developer shall organize an acceptance examination according to the “Regulations on the
Administration of Quality of Construction Works” (&% L8 & & M) promulgated and implemented by
State Council on January 30, 2000 and as amended on October 7, 2017 and April 23, 2019, and the “Provisions
on Acceptance Examination Upon Completion of Buildings and Municipal Infrastructure” (/55 )z & 5 H1 17 B A
s LA % TEg € ) promulgated by the Ministry of Housing and Urban-Rural Development in December
2013, and shall also report details of the acceptance examination according to the “Administrative Measures for
Reporting Details Regarding Acceptance Examination Upon Completion of Buildings and Municipal
Infrastructure” (75 J& @50 T LA B R it TR BRI R E L)  promulgated by the Ministry of
Construction in April 2000 and as amended in October 2009. Possession of a property development project may
only be delivered after passing the necessary acceptance examination, and may not be delivered before the
necessary acceptance examination is completed or without passing such an acceptance examination. For a
housing estate or other building complex project, an acceptance examination shall be conducted upon completion
of the whole project and, where such a project is developed in phases, an acceptance examination may be carried
out for each completed phase.

LAND FOR PROPERTY DEVELOPMENT

The provisions of the “Regulations on the Development, Operation and Management of Property”
provide that, except for land use rights which may be obtained through allocation pursuant to PRC laws or the
stipulations of the State Council, land for property development shall initially be obtained by government grant.
Under the “Rules regarding the Grant of State-Owned Land Use Rights for construction by way of Tender,
Auction and Listing-for-Sale” (FFFEEFTE R 37 B AT 2 0 A o 0 I HERLSE) promulgated by the Ministry of
Land and Resources on September 28, 2007 and effective on November 1, 2007, land for industrial use,
commercial use, tourism, entertainment and commodity housing development shall be assigned by competitive
bidding, public auction or listing-for-sale and, in the event that a land parcel for uses other than industry,
commerce, tourism, entertainment and commodity housing development has two or more prospective purchasers
after the promulgation of the relevant land supply schedule, the grant of the land parcel shall be performed by
competitive bidding, public auction or listing-for-sale. Under the aforementioned regulations, the assignor shall
prepare the public tender and competitive bidding documents and shall make an announcement 20 days prior to
the day of public auction to announce the basic particulars of the land parcel and the time and venue of the public
auction. The assignor shall conduct a vetting process of the bidding applicants and auction applicants, accept an
open public tender to determine the winning tender; or hold an auction to ascertain a winning bidder. The
assignor and the winning tender or winning bidder shall then enter into a confirmation and, then, into a land grant
contract. The relevant land use rights certificates will not be issued prior to the full payment of the land premium.

On September 24, 2003, the Ministry of Land and Resources issued the “Notice of the Ministry of Land
and Resources on Strengthening the Administration of Land Supply and Promoting the Sustainable Sound
Development of Real Estate Market” (B /A I 56 - 1 {15 88 87 PRI 46 155 b i T 355 45 A0 R B e U4 1) designed to
strictly control land supply for high-end luxury property development, which was lately amended on December 3,
2010.

In November 2009, the Ministry of Finance, the Ministry of Land and Resources, the PBOC, the PRC
Ministry of Supervision and the PRC National Audit Office jointly promulgated the “Notice on Further
Enhancing the Revenue and Expenditure Control over Land Grant” ([ %E— 45 i -+ H i 58 i 2 4 S 4 ).
The notice raises the minimum down payment level on land premiums to 50% of the total premium and requires
the land premium to be paid in full within one year after the signing of a land grant contract, subject to limited
exceptions.
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On March 8, 2010, the Ministry of Land and Resources promulgated the “Circular on Strengthening Real
Estate Land Supply and Supervision™ (B i 5 Hi s i b A 0 B 457 BH #1948 %), Under the circular, the
minimum land premium shall not be less than 70% of the benchmark market price in the locality of the parcel
of land granted, and the bidding deposit shall not be less than 20% of the minimum land premium. The circular
makes further strict provisions on land grant contract administration. The land grant contract shall be entered into
within 10 working days after the land grant deal is concluded. The down payment of 50% of the land premium
shall be paid within one month of the date of land grant contract. The remaining balance shall be paid in
accordance with provisions of the land grant contract within one year.

In September 2010, the Ministry of Land and Resources and MOHURD jointly promulgated the “Notice
on Further Strengthening Control and Regulation of Land and Construction of Property Development” (B #E
— 5 fin i 5 b ) b R R S 22 A 4 ), which stipulates, among other things, that: (i) at least 70% of land
designated for construction of urban housing must be used for affordable housing, housing for resettlement of
shanty town and small to medium-sized ordinary commercial housing; in areas with high housing prices, the
supply of land designated for small to medium-sized, price-capped housing must be increased; (ii) developers and
their controlling shareholders are prohibited from participating in land auctions before the rectification of certain
misconduct, including (1) illegal transfer of land use rights; (2) failure to commence required construction within
one year from the delivery of land under land grant contracts due to such developers’ own reasons; (3)
noncompliance with the land development requirements specified in land grant contracts; and (4) crimes such as
swindling land by forging official documents and illegal land speculation; (iii) developers are required to
commence construction within one year from the date of delivery of land under the relevant land grant contract
and complete construction within three years of commencement; (iv) development and construction of projects
of low-density and large-sized housing must be strictly limited and the plot ratio of the planned GFA to the total
site area of residential projects must be more than 1 : 1; and (v) the grant of two or more bundled parcels of lands
and undeveloped land is prohibited.

In December 2010, the Ministry of Land and Resources promulgated the “Notice on Strict
Implementation of Policies Regarding Regulation and Control of Real Property Land and Promotion of the
Healthy Development of Land Markets” (B8 Bt 7 5 75 b s ) i i 152 SRR 48 1t v 355 e B 3 Joe A A P AL )
M), which provides, among other things, that; (i) cities and counties that have less than 70% of their land
supply designated for affordable housing, housing for redevelopment of shanty towns or small/medium
residential units must not provide land for large-sized and high-end housing before the end of 2010; (ii) land and
resource authorities in local cities and counties shall report to Ministry of Land and Resources and provincial
land and resource authorities, respectively regarding land with a premium rate of more than 50%; (iii) land
designated for affordable housing which is used for property development against relevant policies or involved
illegal dealing will be confiscated and the relevant land use rights will be withdrawn. Moreover, amending the
plot ratio without approval is strictly prohibited.

On January 26, 2011, the State Council circulated the “Notice on Further Regulating the Real Estate
Market” (B A HE— 25 500T 75 b 2 7 35 s 45 T AEA BH 4] @09 %8 A1), which provides for more stringent management
of housing land supply, among other things, that participants or individuals bidding on any land unit shall show
proof of funding sources.

According to the “Circular on the Distribution of the Catalog for Restricted Land Use Projects (2012
Edition)” and the “Catalog for Prohibited Land Use Projects (2012 Edition)” (B~ ENEE PRI H#LIAH H %)
QO124FEA) AN (A5 IEHHIE H H$%) (20124F4)) promulgated by the Ministry of Land and Resources in May
2012, the transferred area of residential housing projects should not exceed (i) seven hectares for small cities and
towns, (ii) 14 hectares for medium-sized cities, and (iii) 20 hectares for large cities, and plot ratio must be more
than 1.0.

On February 26, 2013, the General Office of the State Council issued the “Notice on Continuing to
improve the Regulation and Control of Real Estate Market” (B3 B¢ #F /A i BH i 46 48 fifc fr- 75 b 78 1 5 a4 LAY
#HT) which requires, among other restrictive measures, expanding ordinary commodity housing units and
increasing the supply of land. The overall housing land supply in 2013 shall not be lower than the average actual
land supply in the past five years.
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From September 30, 2016 to date, Beijing, Tianjin, Suzhou, Chengdu and other cities have issued new
property market control policies, including restoring the restriction on purchases of residential properties and
tightening credit policy. To promote the stable and healthy development of the real estate market in Beijing,
among other measures, a new policy was adopted. This new policy requires the government to set a ceiling price
for land granting and when bidders all bid at the ceiling price, the bidder with the lowest proposed property
selling price would win the land. On October 12, 2016, the MOHURD required investigation and punishment of
persons or entities that spread rumors, deliberately hype or disrupt the market to protect the rights and interests
of housing buyers.

On February 13, 2017, the Asset Management Association of China issued the “No. 4 Administrative
Rules for the Filing of Private Equity and Asset Management Plans Issued by Securities and Futures Institutions”
(FEFF BB M L S i ST B 2 T 254 9%) which suspends filings by securities and futures
institutions for private equity and asset management plans investing in the ordinary residential real estate projects
located in 16 cities in China, including Beijing, Shanghai, Guangzhou, Hefei, Suzhou, Hangzhou, Tianjin, Wuhan
and Chengdu. It also prevents private equity and asset management plans from funding real estate development
enterprises to make payment for land premiums or providing real estate development enterprises with working
capitals by means of, among others, entering into entrusted loans and trust plans and transferring beneficial rights
of assets.

The MOHURD and the Ministry of Land and Resources jointly issued the “Circular of Relevant Work
on Strengthening the Recent Administration and Control of Housing and Land Supply” (B in s #t #9435 &
At R A RT3 5 A B AR HY#E %) dated April 1, 2017 which provides, among others, that cities and counties
that have more than one million inhabitants should make three-year (2017-2019) and a five-year (2017-2021)
plans for housing land supply, and make the plans public by the end of June 2017. The circular further requires
that local governments should adjust the size, structure and timing of land supply for residential housing in due
course based on the period of depleting commodity residential housing inventory. For example, if the above
period is longer than 36 months, no more land is to be supplied; if the said period is over 18 months but shorter
than 36 months, land supply shall be reduced in size; if the said period is longer than six months but shorter than
12 months, more land shall be provided; however, if the current inventory could be sold in less than six months,
land supply shall increase significantly within a short amount of time. In addition, the circular stipulates that
local authorities should adopt the examination system of land acquisition capital to insure that the property
developers use internal funds to acquire lands and that, if the land bid capital originate from a questionable
source, the property developers shall be disqualified and prohibited from bidding for land for a designated time.

On May 19, 2018, the MOHURD issued the Notice on Further Regulating and Controlling the Real
Estate Market (8743 — 5 50t 55 12 17 35 38 28 TAE A BE [ RE %38 A1), which provided that local authorities shall
targetedly enhance the effective supply of housing and land, increase the proportion of medium-and-low-priced
and medium-and-small-sized ordinary commercial housing in the newly-built commercial housing, and improve
the methods of supplying the land of commercial housing. Particularly, Hot Cities shall increase the proportion
of residential land, and the proportion of residential land to urban construction land is suggested not to be lower
than 25%. The supply of rental housing land and joint-property housing land shall be enhanced and the supply
of public rental housing land shall be guaranteed. The proportion of public rental housing land, rental housing
land and joint-property housing land in the new residential land is targeted to reach or exceed 50% in 3-5 years.
In addition, Hot Cities shall promote the diversification of land supply entities. The state-owned land whose use
right is obtained by non-real-estate enterprises legally may be used as rental housing land if its ownership
remains unchanged and its use is in line with the overall land use planning and the urban and rural planning.

SALE OF COMMODITY PROPERTIES

Under the “Measures for Administration of Sale of Commodity Properties” (P hh /5 &4 8 & HHHE)
promulgated by the Ministry of Construction in April 2001, sale of commodity properties can include both
post-completion sales and pre-sales.

Any pre-sale of commodity properties shall be conducted in accordance with the “Measures for
Administration of Pre-sale of Commodity Properties” (T i fb 5 THEE HHFL) (the “Pre-sale Measures”)
promulgated by the Ministry of Construction in November 1994 and as amended in August 2001 and July 2004,
respectively, and the Development Regulations. The Pre-sale Measures provide that pre-sale of commodity
properties is subject to certain procedures. According to the Development Regulations and the Pre-sale Measures,
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a permit shall be obtained before a commodity property may be put up for pre-sale. A developer intending to sell
a commodity property before its completion shall make the necessary pre-sale registration with the property
development authority of the relevant city or county to obtain a pre-sale permit of commodity properties. A
commodity property may only be sold before completion if the following conditions have been met:

e the land premium has been paid in full for the grant of the land use right involved and a land use
right certificate has been obtained;

e a construction works planning permit and a construction works commencement permit have been
obtained;

e the funds invested in the development of the commodity properties put up for pre-sale represent 25%
or more of the total investment in the project and the progress of works and the completion and
delivery dates have been ascertained; and

* the pre-sale has been registered and a pre-sale permit has been obtained.

According to the Pre-sale Measures, the proceeds obtained by a real estate developer from the advance
sale of commercial housing must be used for the construction of the relevant projects. The specific measures for
the supervision on proceeds from the advance sale of commodity properties shall be formulated by the real estate
administrative departments.

According to the “Measures of Property Transactions in Shanghai Municipality” (777 55 Mz 6 ¥
%) promulgated on April 30, 1997, as amended on September 20, 2000, April 21, 2004, June 24, 2004 and
December 20, 2010, a property developer must comply with the following requirements in order to obtain a
“Commodity Property Pre-Sale Permit”:

e the land premium has been fully paid;

* the real estate ownership have been registered with the relevant authority and real estate ownership
certificate have been obtained;

* the developer holds a construction works planning permit;
* the developer holds a permit for the commencement of construction work;
* the completed areas of the properties have reached the required standard; and

* the completion time of the properties and the plan for constructing related infrastructure have been
confirmed.

In accordance with the above regulation, a property developer must apply to the Housing, Land and
Resources Administration Bureau or country housing and land administration authorities of Shanghai
Municipality, together with the abovementioned documentations, the floor plans. The review of the application
shall be completed within 10 working days and the result of the application will be notified in writing. If the
abovementioned requirements are met, the Commodity Property Pre-Sale Permit will be granted.

Under the “Circular of the General Office of the State Council on Forwarding the Opinion of Such
Departments as the Ministry of Construction on Good Handling of Stabilizing House Prices™ (%5 B ¥/ i
B A R P B A R 1 5 (B S LA LAY 4 ) promulgated by General Office of the State Council in
May 2005, the purchaser of a pre-sold commodity property is prohibited from transferring such pre-sold property
before the completion of its construction. Property developers are required to register pre-sales and sales of
properties electronically with the local authorities on a real name and real time basis.
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On April 13, 2010, the MOHURD issued the “Notice on Further Enhancing the Supervision of the Real
Estate Market and Perfecting the Pre-sale System of Commodity Houses™ (i #E—25 i 5 Hh & i 8 B 45 o8 35
1 A 5 YEUES ol B A A T4 RELAD S ). Pursuant to the notice, without the pre-sale approval, the commodity houses
are not allowed to be pre-sold and the real estate developer is not allowed to charge the buyer any deposit or
pre-payment or payment of the similar nature. In addition, the notice urges local governments to enact regulations
on the sale of completed commodity properties in light of the local conditions, and encourages property
developers to engage in the practice of selling completed commodity properties.

On March 16, 2011, NDRC promulgated the “Regulation on Price of Commodity Property” (P4 i /5 #i
B EE R ), which took effect on May 1, 2011. According to this regulation, property developers are
required to make public the sale price of each apartment of the commodity properties for sale or pre-sale and the
number of apartments available for sale or pre-sale within a certain time period. Property developers are also
required to specify factors that would affect housing prices and relative charges before the property sale, such
as commission fee and property management fee. No additional charge beyond what is specified in the price tag
or made public by the property developers is permitted.

REAL ESTATE REGISTRATION

On November 24, 2014, the State Council promulgated the “Interim Regulations on Real Estate
Registration” (N B 50 47 461), which became effective on March 1, 2015 and was amended on March 24,
2019, and provides for the following, among others:

e the competent department of land and resources under the State Council shall be responsible for
guiding and supervising the real estate registration of the State. The local government at or above
the county level shall designate a department as the real estate registration authority within its
administrative region, and such department shall be subject to the guide and supervision by the
competent real estate registration authority at the higher level;

e the real estate authority shall establish a uniform real estate registration book to record the items
including, without limitation, the natural condition, ownership conditions of the real estate and
restriction of rights;

* the competent department of land and resources under the State Council shall, in coordination with
other related departments, establish a uniform basic management database for real estate registration
information. The information registered by the real estate registration authorities at all levels shall
be incorporated into the uniform basic database to ensure the real-time sharing of registration
information at the national, provincial, municipal and county level; and

e any right holder or interested party may apply for inquiring about or copying the real estate
registration materials, and the registration authority shall not refuse to provide such information.
Units and individuals inquiring about the real estate registration information shall not use such
registration information for any other purpose, and no such information may be disclosed to the
public or others without the consent of the right holder.

The “Implementing Rules of the Interim Regulations on Real Estate Registration” (/8 S50 8171
BIE AN, effective from January 1, 2016 and as amended on July 24, 2019, authorizes the real estate
registration authority to perform a site inspection following an acceptance of the application for real estate
registration and sets out regulations regarding real estate registration information management.

TRANSFER OF REAL ESTATE

According to the Urban Real Estate Law and the “Regulations on Administration of Transfer of Urban
Real Estate” (k75 M MRS M E) promulgated by the Ministry of Construction in August 1995, as
amended in August 2001, a property owner may sell, bequeath or otherwise legally transfer the property to
another person or legal entity. When a property is transferred, the ownership of the property and the land use
rights attached to property are transferred. The parties to a transfer shall enter into a real estate transfer contract
in writing and register the transfer with the real estate administration authority having jurisdiction over the
location of the property within 90 days of the execution of the transfer contract.
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Where the land use rights were originally obtained by government grant, the property may only be
transferred on the condition that: (i) the land premium has been paid in full and a land use right certificate has
been obtained; (ii) development has been carried out according to the land grant contract; and in the case of a
project in which buildings are being developed, development representing more than 25% of the total investment
has been completed, or in case of a whole land lot development project, construction works have been carried
out as planned, water supply, sewerage, electricity supply, heat supply, access roads, telecommunications and
other infrastructure or utilities have been installed, and the site has been leveled and made ready for industrial
or other construction purposes.

If the land use rights were originally obtained by government grant, the term of the land use rights after
transfer of the property shall be the remaining life of the original term provided by the land grant contract. In
the event that the transferee intends to change the use of the land provided in the original land grant contract,
consent shall first be obtained from the original assignor and the planning administration authority under the
local government of the relevant city or county and an agreement to amend the land grant contract or a new land
grant contract shall be signed in order to adjust the land premium accordingly.

If the land use rights were originally obtained by allocation, transfer of the property shall be subject to
the approval of the government vested with the necessary approval authority as required by the State Council.
After such approval, the transferee shall complete the formalities for transfer of the land use rights, unless the
relevant statutes require no transfer formalities, and pay the transfer price according to the relevant statutes.

LEASES OF PROPERTIES

On December 1, 2010, the MOHURD issued the “Administrative Measures for Commodity Housing
Tenancy” (B i 5 Z L B #HHL) which became effective on February 1, 2011, according to which parties to
a housing tenancy shall go through the housing tenancy registration formalities with the competent governmental
construction (real estate) departments of the county, city, or directly-controlled municipality where the housing
is located within 30 days of signing the housing tenancy contract. The relevant construction (real estate)
departments are authorized to impose a fine of up to RMB1,000 on individuals, and a fine between RMB 1,000
and RMB10,000 on other legal entities which are not natural persons and which fail to comply with the
regulations within the specified time limit.

MORTGAGES OF REAL ESTATE

Under the “Urban Real Estate Law” (375 Hi7E & %) promulgated in July 1994, as amended in
August 2007, August 2009 and August 2019, the “Civil Code of the People’s Republic of China” ('3 A R4t
%ﬂ%‘?ﬁi}ﬂ), which became effective on January 1, 2021, the “Measures for Administration of Mortgages of
Urban Real Estate” (& 17 5 i & #E 8 #EH¥1%) promulgated in May 1997, as amended in August 2001 and March
2021, when a mortgage is created on a building, a mortgage shall be simultaneously created on the land use right
of the land on which the property is situated. The mortgager and the mortgagee shall sign a mortgage contract.
After a real estate mortgage contract has been signed, the parties to the mortgage shall register the mortgage with
the real estate administration authority at the location where the property is situated. A real estate mortgage
contract shall come into effect on the date of registration of the mortgage. If a mortgage is created on the property
in respect of which a property ownership certificate has been obtained legally, the registration authority shall
make an entry under the “third party rights” item on the original property ownership certificate and then issue
a certificate of third-party rights on the property to the mortgagee. If a mortgage is created on the commodity
property put up for pre-sale or on property in development, the registration authority shall record the details on
the mortgage contract. If construction of a property is completed during the term of a mortgage, the parties
involved shall re-register the mortgage of the property after issuance of the certificates evidencing the rights and
ownership to the property.
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REAL ESTATE FINANCING

The PBOC issued the “Circular on Further Strengthening the Management of Loans for Property
Business” (B E— 258 5 bz (5 S ZEFE BRI A in June 2003 to specify the requirements for banks to
provide loans for the purposes of residential development, individual home mortgage and individual commodity
houses as follows:

*  Property development loans should be granted to property developers that are qualified for property
development, with high credit ratings and have no overdue payment for construction. For property
developers with a high vacancy rate of commodity properties and high debt ratio, banks shall apply
more stringent approval procedures for new property development loans and closely monitor their
activities.

* Commercial banks shall not grant loans to property developers to finance the payment of land
premium.

* Commercial banks may not provide loans in any form for a property development project without
a land use right certificate, construction land planning permit, construction works planning permit
and construction works commencement permit.

The State Council issued the “Circular on Facilitating the Continuously Healthy Development of
Property Market” (B2 HE S Mo e i 5 F A8 fd FR 48 B 1928 %) in August 2003, which contains a series of
measures to control the property market. They include, but are not limited to, strengthening the construction and
management of economical houses, increasing the supply of ordinary commodity properties and controlling the
construction of high-end commodity properties. The PRC government also adopted a series of measures in
respect of property development loans, which include placing greater effort on provision of loans, improving the
guarantee mechanism of individual home loans and strengthening the monitoring procedures over property loans.
It is expected that the circular should have a long-term positive effect on the development of the PRC property
market by facilitating the healthy growth of the PRC property market.

Pursuant to the “Guidance on Risk Management of Property Loans Granted by Commercial Banks” (P
SEERAT I b SRR #1458 51) issued by the CBRC in August 2004, any property developer applying for
property development loans must have at least 35% of the total capital required for the development and a
commercial bank should maintain a strict loan system for considering applications for property development
loans.

On May 24, 2006, the Ministry of Construction, NDRC, the Ministry of Supervision, the Ministry of
Finance, the Ministry of Land and Resources, the PBOC, the State Bureau of Statistics, the State Administration
of Taxation and the CBRC jointly issued “Opinions on Adjusting Housing Supply Structure and Stabilization of
Housing Prices” (A s % {3 5 LM 45 W F3 2 £ /5 (B A% 22 ). These opinions stipulate that a commercial bank
shall not lend funds to property developers with an internal capital ratio of less than 35%, or grant revolving
credit facilities to property developers holding a large amount of idle land and vacant commodity properties, or
take commodity properties which have been vacant for more than three years as security for mortgage loans.

On September 27, 2007, the PBOC and the CBRC issued the “Circular on Strengthening the Credit
Management for Commercial Real Property” (B /A I 56 i SE 14 5 2 {5 645 A% #), with a supplement issued
in December 2007. The circular aims to tighten the control over property loans from commercial banks to prevent
excessive credit granting.

In addition, commercial banks are also prohibited from providing loans to projects that have less than
35% of capital funds (proprietary interests), or where there is failure to obtain land use rights certificates,
construction land planning permits, construction works planning permits and construction permits. Commercial
banks are also prohibited from accepting commercial premises that have been vacant for more than three years
as collateral. In principle, property development loans provided by commercial banks should only be used for
projects in areas where the commercial bank is located. Commercial banks may not provide loans to property
developers to finance the payment of land use rights grant fees.

On December 28, 2020, PBOC and CBRC jointly promulgated the “Notice of PBOC and CBRC on
Establishing a Centralization Management System for Real Estate Loans of Banking Financial Institutions”
(CPBON RSRAT ~ o I SR AT O B BB A8 T 22 3 A S A S BRA T S < PR R St A R AR o R A TR R B
A1), 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, 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.
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INSURANCE

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 ("3 A [ L1 B #%87%) promulgated by the Standing Committee of the
NPC on November 1, 1997 and became effective on March 1, 1998 and respectively amended on April 22, 2011
and April 23, 2019, construction enterprises shall maintain work-related injury 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 (2 =EHR B A N i 22258 5 S M5 & (R B
TAERY #8475 L) 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.

MAJOR TAXES APPLICABLE TO PROPERTY DEVELOPERS
Income Tax

According to the EIT Law which was promulgated by the National People’s Congress on March 16, 2007
and became effective on January 1, 2008 and as amended on February 24, 2017 and December 29, 2018,
respectively, a uniform income tax rate of 25% is applied towards foreign-invested enterprises and foreign
enterprises which have set up production and operation facilities in the PRC as well as PRC enterprises.

Furthermore, the EIT Law and its implementation rule provide that a withholding tax rate of 10% will
normally be applicable to dividends payable to non-PRC enterprise investors which are derived from sources
within the PRC, unless there exists a tax treaty between the PRC and the relevant jurisdictions in which such
non-PRC enterprise shareholders reside whereupon the relevant tax may be reduced or exempted.

Business Tax and Value Added Tax

Pursuant to the “Notice on the Full Implementation of Pilot Program for Transition from Business Tax
to Value-Added Tax” (B4 i BH 2 SE B UM (BB EUE UFE ), on May 1, 2016, the “transitioning from
business tax to value-added tax” scheme became effective. The sale of self-developed old real estate projects
(refers to real estate projects launched time before April 30, 2016 stating on the construction works
commencement permit) by common taxpayer among real estate developers shall be subject to a simple tax rate
of 5%. Real estate developers selling real estate project by advance payment will be subject to an appreciation
tax of 3% when receiving the advance payment.

Pursuant to the “Interim Measures on the Management of Value Added Tax of Self-developed Real Estate
Project by the Sale of Real Estate Developers” ([ i B35 385 6 B AT BAEE R 75 1 T H 3 (B 0lCE S8
A1) issued on March 31, 2016 and implemented on May 1, 2016 and as amended on June 15, 2018 by SAT,
“self-development” means infrastructure facilities and buildings erected on the land with land use rights which
are developed by a real estate development company (“taxpayer”). These measures are also applicable to a
development completed by a taxpayer after such project is taken over.

VAT is payable by taxpayers in the calendar month immediately following receipt of the presale proceeds
of real estate self-development in accordance with the following formula:

Prepaid VAT = Presale proceeds + (1 + applicable rate or simplified rate) X 3%

The applicable rate is 11%. Nevertheless, for taxpayers conducting old real estate projects and have
chosen simplified tax method, the simplified rate of 5% will be applied in calculating the Prepaid VAT. Once
simplified tax method is chosen, it will be applicable for 36 months.

Old real estate projects refer to (1) real estate projects with commencement dates of construction stated
in the Construction Permits prior to April 30, 2016, and (2) construction projects which commencement dates of
construction are not stated in the Construction Permits, or construction projects with commencement dates of
construction stated in the construction contracts prior to April 30, 2016 but has yet to receive Construction
Permits.
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On November 19, 2017, the “Interim Regulations of the People’s Republic of China on Business Tax”
(e N RN 2 2B 1745 6) was abolished and the “Interim Regulations of the People’s Republic of China
on Value added Tax” ("3 A\ RALFNEIEEFLE 171 ) was revised by the State Council. According to the
revised “Interim Regulations of the People’s Republic of China on Value added Tax”, selling goods, providing
labor services of processing, repairs or maintenance, or selling services, intangible assets or real property in the
PRC, or importing goods to the PRC, shall be subject to value added tax. According to a notice jointly issued
by MOF and SAT in April 2018, starting from May 1, 2018, the VAT rate has been lowered from 17 percent to
16 percent for manufacturing and some other industries, and from 11 percent to 10 percent for transportation,
construction, real estate leasing service, sale of real estate, basic telecommunication services, and farm produce.
Starting from April 1, 2019, the VAT rate for real estate industry has been lowered from 10% to 9%.

LAT

According to the requirements of the “Provisional Regulations of the People’s Republic of China on
Land Appreciation Tax” (*'# A R ILAN B £ #4170 1) (the “Provisional Regulations”) promulgated on
December 13, 1993 and effective on January 1, 1994, as amended on January 8, 2011, and the “Detailed
Implementation Rules on the Provisional Regulations of the People’s Republic of China on Land Appreciation
Tax” (3N R ALANE - M E B AT B E A1 HI) (the “Detailed Implementation Rules™) promulgated and
effective on January 27, 1995, any appreciation amount gained from taxpayer’s transfer of property shall be
subject to LAT. LAT is levied according to four progressive rates: 30% for the appreciation amount not exceeding
50% of the sum of deductible items; 40% for the appreciation amount exceeding 50% but not exceeding 100%
of the sum of deductible items; 50% for the appreciation amount exceeding 100% but not exceeding 200% of the
sum of deductible items; and 60% for the appreciation amount exceeding 200% of the sum of deductible items.
The related deductible items aforesaid include the following:

e amount paid for obtaining the land use rights;
e costs and expenses for land development;

*  costs and expenses of new buildings and ancillary facilities, or estimated prices of old buildings and
constructions;

» related tax payable for transfer of property;
e other deductible items as specified by the Ministry of Finance.

According to the requirements of the “Provisional Regulations, the Detailed Implementation Rules” LAT
shall be exempted under any one of the following circumstances:

e Taxpayers constructing ordinary standard residences for sale (i.e., the residences built in accordance
with the local standard for general use residential properties; deluxe apartments, villas, resorts, for
example, are not categorized as ordinary standard residences) in which the appreciation amount does
not exceed 20% of the sum of deductible items;

*  Property taken over and repossessed according to the law due to the construction requirements of
the government;

* Due to redeployment of work or improvement of living standard, individuals transfer originally
self-used residential property, of which they have been living there for 5 years or more, and after
obtaining tax authorities’ approval.

After the enactment of the Provisional Regulations and the Detailed Implementation Rules, due to the
longer period for the property development and transfer, many local tax authorities in the course of implementing
the regulations and rules did not force the property developers to declare and pay the LAT. Therefore, in order
to assist the local tax authorities in the collection of LAT, the Ministry of Finance, State Administration of
Taxation, Ministry of Construction and State Land Administration Bureau had separately and jointly issued
several notices to restate the requirement that after the assignment contracts are signed, the taxpayers should
declare the tax to the local tax authorities with jurisdiction over the underlying property, and pay LAT in
accordance with the amount calculated by the tax authority and the time as required. For those who fail to acquire
proof as regards the tax paid or the tax exemption from the tax authorities, the real estate administration authority
shall not process the relevant title change and shall not issue the property ownership certificate.
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The State Administration of Taxation also issued the “Notice issued by State Administration of Taxation
in respect of the Serious Handling of Administration Work in relation to the Collection of Land Appreciation Tax”
(BT w8 By 1 38 (B A0 BE T AE B4 A1) on July 10, 2002 to request local tax authorities to modify the
management system of LAT collection and operation details, to build up sound taxpaying declaration system for
LAT, to modify the methods of pre-levying for the pre-sale of property. Such notice also pointed out that either
for the property assignment contracts which were signed before January 1, 1994 or where the project proposal
has been approved and capital was injected for development, the privilege policy for LAT exemption for the
properties that are transferred within 5 years after January 1, 1994 for the first time is expired, and such tax shall
be levied again.

On August 2, 2004, the State Administration of Taxation issued the “Notice of the State Administration
of Taxation in Respect of Enhancing the Administration of Land Appreciation Tax" ([ i1 5@ + Hb8 (i 55 24
TAERJFEEN) in order to further clarify the taxpayers’ duties in relation to filing of periodic tax returns, and the
Notice was amended on June 15, 2018. On August 5, 2004, the State Administration of Taxation issued the
“Notice of the State Administration of Taxation in Respect of Further Enhancing the Administration on
Collection of Urban Land Use Tax and Land Appreciation Tax” ([ #E— 25 T 5 e -+ (s F B AN + Hb 39 (BB
HOE B TAER %) to further enhance the administrative efforts relating to the collection of LAT. It is
stipulated in this notice that the waiver of LAT on any land grant contracts executed prior to January 1, 1994 has
expired, and that appreciation in land value shall be subject to LAT irrespective of the time of assignment.

On March 2, 2006, the State Administration of Taxation and the Ministry of Finance issued the “Circular
of the Ministry of Finance and the State Administration of Taxation on Land Appreciation Tax” (i - Hut {H
B T [EE ) %N), which was amended on February 2, 2015. The Circular stipulated the following:

* Taxpayers constructing both ordinary residential properties and other commodity houses should
calculate the LAT separately, and declare the tax to the local tax authorities where the properties are
located.

*  Local authorities shall determine, and adjust as appropriate, the provisional LAT rates considering
the relevant real property market, the type of building constructed and any other applicable factors.

* A taxpayer who fails to prepay the LAT within the stipulated time frame may be liable to a penalty
under the “Administrative Law of the People’s Republic of China on the Levying and Collection of

Taxes ("2 A RSB AL W B0l s B L.

e In relation to completed property projects, if 85% or more of the saleable GFA has been assigned
or transferred, then the local tax authority may require the taxpayer to pay tax on the income from
the assigned or transferred property.

On December 28, 2006, the State Administration of Taxation issued the “Notice on the Administration
of the Settlement of Land Appreciation Tax of Property Development Enterprises” (A F5 Hi e B 4% 1 35 + by
(B AL B A BE W RE %38 A1) which came into effect on February 1, 2007 and was amended on June 15, 2018.

Pursuant to the notice, a property developer shall settle and clear the LAT payment of its development
projects that meet certain criteria with the tax authorities in accordance with the applicable LAT tax rates. The
LAT shall be settled for projects approved by the competent authorities; and for projects developed in different
stages, the LAT shall be settled in stages. LAT must be settled if (1) the property development project has been
completed and fully sold; (2) the property developer transfers the whole uncompleted development project; or
(3) the land-use rights with respect to the project is transferred. In addition, the relevant tax authorities may
require the developer to settle the LAT if any of the following criteria is met: (1) for completed property
development projects, the transferred GFA represents more than 85% of total saleable GFA, or the proportion
represented is less than 85%, but the remaining saleable GFA has been leased out or used by the developer; (2)
the project has not been sold out for more than three years after obtaining the sale or pre-sale permit; (3) the
developer applies for cancelation of the tax registration without having settled the relevant LAT; or (4) other
conditions stipulated by the local provincial tax authorities.
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The notice also indicated that if a property developer satisfies any of the following circumstances, the
tax authorities shall levy and collect LAT as per the levying rate no lower than the pre-payment rate with
reference to the bearing rate of LAT of local enterprises with a similar development scale and income level: (i)
failure to maintain account book required by law or administrative regulation; (ii) destroying the account book
without authorization or refusing to provide taxation information; (iii) the accounts are in a state of mess or cost
materials, income vouchers and cost vouchers are damaged and incomplete, making it difficult to determine
transferred income or amount of deductible items; (iv) failure to go through LAT settlement within the prescribed
period, and such failure is not cured within the period required by the relevant tax authorities; (v) the basis for
tax calculation as submitted is obviously low without justifiable cause. Local provincial tax authorities can
formulate their own implementation rules according to the notice and local situation.

To further strengthen LAT enforcement, in May 2009, the State Administration of Taxation released the
“Rules on the Administration of the Settlement of Land Appreciation Tax” (1 i3 {EFLH B ML), which
became effective on June 1, 2009 and was amended on July 7, 2016.

On May 19, 2010, the State Administration of Taxation has issued the “Circular on Issues Concerning
Settlement of Land Appreciation Tax” (B THU(ERLEH A BFERYEH)  which clarifies revenue
recognition in the settlement of LAT and other relevant issues. According to the said circular, in the settlement
of LAT, if the sales invoices of commodity properties are issued in full, the revenue shall be recognized based
on the amount indicated in the invoices; if the sales invoices of commodity properties are not issued or are issued
in part, the revenue shall be recognized based on the purchase price indicated in the sales contract as well as other
proceeds. If the area of a commodity property specified in a sales contract is inconsistent with the result obtained
by the relevant authorities after on-site survey, and if purchase price for the property is made up or refunded
before the settlement of LAT, adjustments shall be made accordingly in the calculation of LAT. The said circular
also provides that the deed tax paid by a real estate development enterprise for land use rights shall be treated
as the “relevant fees paid in accordance with the uniform regulations of the state” and be deducted from the
“amount paid for land use rights.”

On May 25, 2010, the State Administration of Taxation published the “Circular on Strengthening the
Collection and Administration of Land Appreciation Tax” (B inse - M3 (EFLEE TAERHE%D) to require all
local governments to scientifically formulate the tax rate and strengthen provisional LAT taxation. According to
this circular, all local governments shall make adjustments to the current provisional LAT rate. In addition to
safeguarding housing, the provisional LAT rate of provinces in the eastern region shall not be lower than 2%,
while the provinces in middle and northeastern region shall not be lower than 1.5% and the provinces in western
region shall not be lower than 1%. The local governments shall determine the provisional LAT rate applicable
to different types of real estate.

Deed Tax

Pursuant to the “Deed Tax Law of the People’s Republic of China” (4 ¥ A LA $28i7%), which was
promulgated by the Standing Committee of the NPC on August 11, 2020 and came into effect on September 1,
2021, the transferee, whether an individual or otherwise, of the title to a land site or building in the PRC shall
be responsible for the payment of deed tax. The rate of deed tax is 3%-5% of the purchase price. The governments
of provinces, autonomous regions and municipalities may, within the foresaid range, should submit to the
Standing Committee of the NPC at the same level for decision and file with the Standing Committee of the NPC
and the State Council for the record.

Urban Land Use Tax

Pursuant to the “Interim Regulations of the People’s Republic of China on Land Use Tax in respect of
Urban Land” (43 A R ICAN B3k 81+ Hb A8 F B 4704 41) promulgated by the State Council in September 1988
as amended in December 2006, January 2011, December 2013 and March 2019, the land use tax in respect of
urban land is levied according to the area of relevant land. The annual tax on every square meter of urban land
shall be between RMBO0.6 and RMB30. Any foreign investment enterprise using urban land is required to pay the
tax on urban land use accordingly from January 1, 2007. According to the “Notice on Land Use Tax Exemption
of Foreign-Invested Enterprises and Institutions of Foreign Enterprises in China” (B %M & A 204N 1>
SETE TR T MO AS B0 - b B A 48 A1) promulgated by the Ministry of Finance on November 2, 1988 and
the “Approval on Land Use Tax Exemption of Foreign-Invested Enterprises” (B4 445 & i 3 o + i )
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BiIH A7) issued by State Administration of Taxation on March 27, 1997, land use fees should be collected
instead of land use tax in a foreign-invested enterprise. However, the “Interim Regulations of the People’s
Republic of China on Land Use Tax in respect of Urban Land” (5 #e A R AN B 3k B8 1 (i BB 1706 451) were
revised by the State Council on December 31, 2006. As of January 1, 2007, land use tax shall be collected from
foreign-invested enterprises. The annual tax on every square meter of urban land shall be between RMBO0.6 and
RMB30.0.

Property Tax

Under the “Interim Regulations of the People’s Republic of China on Property Tax” (H#E A\ R AL AEH 7
FEFBLE 1T B) enacted by the State Council on September 15, 1986 and enforced on October 1, 1986 and as
amended on January 8, 2011, the property tax rate is 1.2% if it is calculated on the basis of the residual value
of a building, and 12% if it is calculated on the basis of the rental.

Stamp Duty

Under the “Stamp Duty Law of People’s Republic of China” (1 #E A R ILFNEH EPFERLEE) promulgated by
the Standing Committee of the NPC on June 10, 2021 and became effective on July 1, 2022, for building property
transfer instruments, including those in respect of property ownership transfer, the duty rate shall be 0.05% of
the amount stated therein.

Urban Maintenance and Construction Tax

Under the “Urban Maintenance and Construction Tax Law of the People’s Republic of China” (H1#E A
P R [ 48 7 A A S5 ), which was promulgated by the Standing Committee of the NPC on August 11, 2020
and came into effect on September 1, 2021, whether an individual or otherwise paying for value-added tax or
consumption tax shall be required to pay urban maintenance and construction Tax. The tax rate shall be 7% for
a taxpayer whose domicile is in an urban area, 5% for a taxpayer whose domicile is in a county or a town, and
1% for a taxpayer whose domicile is not in any urban area or county or town.

In October 2010, the State Council issued the “Notice on Unification of the Application of Urban
Maintenance and Construction Tax and Education Surcharge by Domestic and Foreign Enterprises and
Individuals” (B NSMNE A SRR NIk T 458 A s B AN 2B 2 WHn il B A 48 %1), pursuant to which, from
December 1, 2010, the urban maintenance and construction tax is applicable to both foreign-invested enterprises,
foreign enterprises and foreign individuals as well as domestic enterprises and individuals. Pursuant to the
“Notice on Relevant Issues of Imposition of Urban Maintenance and Construction and Education Surcharge
on  Foreign-Invested  Enterprises” (B4 ¥4 E A SO T Ak G aR BRI 207 2 A BR R RE Y 48 %)
promulgated by the Ministry of Finance and the State Administration of Taxation in November 2010 and became
effective in December 2010, foreign-invested enterprises must pay urban maintenance and construction tax on
any value added tax, consumption tax and business tax incurred on or after December 1, 2010. However,
foreign-invested enterprises will be exempted from urban maintenance and construction tax on any value-added
tax, consumption tax and business tax incurrent before December 1, 2010.

Education Surcharge

Under the “Interim Provisions on Imposition of Education Surcharge” (U E Z MM E1THE)
promulgated by the State Council on April 28, 1986 and as amended on June 7, 1990, August 20, 2005 and
January 8, 2011, a taxpayer, whether an individual or otherwise, of product tax, value-added tax or business tax
shall pay an education surcharge, unless such obliged taxpayer is instead required to pay a rural area education
surcharge as provided by the “Notice of the State Council on Raising Funds for Schools in Rural A re as” ([
5 BE BRI S R A B AS R R 48 2 128 A1), Under the “Supplementary Notice Concerning Imposition of Education
Surcharge” (B B BE A 25 B 2 B im0l i R ) 4 7848 80) issued by the State Council on October 12, 1994, the
“Circular Concerning Temporary Exemption from Municipal Maintenance Tax and Education Surcharge For
Enterprises with Foreign Investment and Foreign Enterprises” (15 ZFi55 48 J5) B i 4 1 i 5 & A SE AN S A SE 8 R
BTk T A A B AN B TN AY A8 1) and the “Reply on Exemption of Municipal Maintenance Tax and
Education Surcharge in Foreign-Invested Freightage Enterprises” (B85 4M %45 & £ ) 7 iy b 25 05 30 77 A4k o 22
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BB ZCE M L) issued by the State Administration of Taxation on February 25, 1994 and on
September 14, 2005, respectively, whether foreign-invested enterprises are subject to the education surcharge
will be determined in accordance with notices issued by the State Council; and such tax is not applicable to
enterprises with foreign investment for the time being, until further explicit stipulations are issued by the State
Council.

Pursuant to the aforesaid “Unification of Application of Urban Maintenance and Construction Tax and
Education Surcharge by Domestic and Foreign Enterprises and Individuals (E%5Be B i 48— INAMNE S SERE A
I8 T Al A SR AN 0 e BN BE A4 A),” from December 1, 2010, an education surcharge is applicable to
both foreign-invested enterprises, foreign enterprises and foreign individuals as well as domestic enterprises and
individuals.

Pursuant to the aforesaid “Notice on Relevant Issues of Imposition of Urban Maintenance and
Construction and Education Surcharge on Foreign-invested Enterprises,” foreign-invested enterprises must pay
an education surcharge on any value-added tax, consumption tax and business tax incurred on or after December
1, 2010. However, foreign-invested enterprises will be exempted from paying an education surcharge on any
value-added tax, consumption tax and business tax incurred before December 1, 2010.

MEASURES ON STABILIZING HOUSING PRICES

The General Office of the State Council promulgated the “Circular on Stabilizing Housing Prices”
(B YIE R e B M%) in March 2005 requiring measures to be taken to keep housing prices from
increasing too fast and to promote the healthy development of the property market. The “Opinions on Work of
Stabilizing Housing Price,” jointly issued by the Ministry of Construction, NDRC, the Ministry of Finance, the
Ministry of Land and Resources, the PBOC, the State Administration of Taxation and the CBRC in April 2005
provides that:

*  Where housing prices grow too fast at a time when the supply of medium-or low-priced ordinary
commodity houses and affordable housing is insufficient, construction of new names should mainly
focus on projects of medium-or low-priced ordinary commodity houses and affordable housing. The
construction of low-density, high-quality houses shall be strictly controlled. With respect to
construction projects of medium-or low-priced ordinary commodity houses, before land supplying,
the municipal planning authority shall, according to controlling detailed planning, set forth such
conditions for planning and design as height, plot ratio and green space, while the property authority,
together with other relevant authorities, shall set forth such controlling requirements as sale price,
type and area. Such conditions and requirements will be established as preconditions of land grant
to ensure adequate supply of medium-or low-priced houses and houses with medium or small area.
Local governments are asked to strengthen the supervision of planning permit for property
development projects. Housing projects that have not been commenced within two years must be
examined again, and those not in compliance with the planning permits shall have their permits
revoked.

*  Where the price of land for residential use and residential house grows too fast, the proportion of
land for residential use to the total land supply should be appropriately raised, and the land supply
for the construction of ordinary commodity houses with medium or low price and economical houses
should be especially increased. Land supply for villa construction shall continue to be suspended,
and land supply for high-end housing property construction shall be strictly restricted.

* Idle land fee shall be imposed on land that has not been developed for one year from the contractual
construction commencement date. Land use right of land that has not been developed for two years
shall be forfeited without compensation.

e Starting from June 1, 2005, business tax on the transfer of a residential house by an individual within
two years from date of purchase shall be levied on the basis of the full amount of the income
therefrom. For an individual having transferred an ordinary residential house for two years or more
from date of purchase, the business tax will be exempted. For an individual having transferred a
residential property other than ordinary residential house for two years or more from date of
purchase, the business tax will be levied on the basis of the difference between the income from
selling the house and the purchase price.
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Low-to medium-cost ordinary residential houses with medium or small area may enjoy such
preferential policies as planning permit, land supply, credit and taxation. Houses enjoying these
preferential policies must satisfy the following conditions in principle: the plot ratio of the
residential development is above 1.0, the floor area of a single unit is less than 120 sq.m., and the
actual transfer price is lower than 1.2 time of the average transfer price of houses located on the land
of the same level. The local government of a province, autonomous region or municipality may,
based on actual circumstances, set up the specific standard for ordinary residential houses enjoying
the preferential policies. Under the “Circular on Setting up the Standard for Ordinary Residential
House in Guangdong Province” issued by Guangdong Provincial Construction Bureau in June 2005,
ordinary houses in Guangdong Province enjoying preferential policies must also satisfy the
following conditions: the plot ratio of the residential district is above 1.0, the gross floor area of one
single unit is less than 120 sq.m. or the internal gross floor area of a single unit is less than 144
sq.m., and the actual transfer price is lower than 1.44 time of the average transfer price of houses
located on the land of the same level.

The transfer of uncompleted commodity properties by any pre-sale purchaser shall be prohibited. A
system shall be adopted to require purchasers to buy properties in their real names. Any commodity
property pre-sale contract shall be filed through the Internet immediately after its execution.

On May 24, 2006, the Ministry of Construction, NDRC, the Ministry of Supervision, the Ministry of
Finance, the Ministry of Land and Resources, the PBOC, the State Bureau of Statistics, the State Administration
of Taxation and the CBRC jointly issued the “Opinions on Adjusting Housing Supply Structure and Stabilization
of Housing Prices” (B i % {1 [5 L EAY i E8 2 11 5 A 9 ). Such opinions reiterated the existing measures
and introduced new measures intended to further curtail the rapid increase in property prices in large cities and
to promote healthy development of the PRC property market. These measures, among others, include the

following:

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

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

increasing the minimum amount of down payment from 20% to 30% of the purchase price of the
underlying residential property if the underlying property has a GFA of 90 sq.m. or more, as
effective from June 1, 2006;

prohibiting commercial banks from lending funds to property developers with an internal capital
ratio, calculated by dividing the internal funds by the total project capital required for the project,
of less than 35%; restricting the grant or extension of revolving credit facilities to property
developers holding a large amount of idle land and vacant commodity properties; and prohibiting
commercial banks from taking commodity properties which have been vacant for more than three
years as security for mortgage loans; and

imposing a business tax levy on the entire sales proceeds from re-sale of properties if the holding
period is shorter than five years, effective from June 1, 2006, as opposed to two years as such levy
was initially implemented from June 2005; where an individual transfers a residential property other
than an ordinary residential property after five years from his/her purchase, the business tax will be
levied on the difference between the price for such re-sale and the original purchase price.
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To carry out “Opinions on Adjusting the Housing Supply Structure and Stabilizing Housing Prices,” the
Ministry of Construction promulgated “Opinions on Carrying Out Structure Proportion of Newly-Built Housing”
(BRVE B a2 B &5 L B ZR %5 T2 ) on July 6, 2006 and made supplemental requirements on the
proportion of newly built housing structure as follows:

e from June 1, 2006, in any city (including county), the floor area of the housing which is less than
90 sq.m. should total at least 70% of the total floor area of commercial commodities newly approved
or constructed in a given year;

e according to the above requirements, the governments should guarantee the conditions of planning
and design of newly built commodity buildings and that such buildings conform to the structure
proportion requirements. Any digression from the above-mentioned requirements without
authorization is forbidden. Construction works planning permits should not be issued by the
municipal planning authority if there is any noncompliance with the planning permits; certifications
should not be issued by the authority charged with censoring construction documents; construction
works permits should not issued by the construction authority; permits for pre-sale of commodity
buildings should not be issued by the property development authority; and

» for projects which were approved before June 1, 2006 but that have not obtained construction
permits, the city governments should adjust specific projects to conform to the structure proportion
requirements in that year.

On July 11, 2006, the Ministry of Construction, MOFCOM, the NDRC, the PBOC, SAIC and SAFE
jointly promulgated the “Opinions on Regulating the Admittance and Administration of Foreign Capital in the
Real Estate Market,” (B8R0 55 2 i 855 /N EHEA RS BLRY 2 7)) which provided as follows:

* an overseas entity or individual investing in real estate in China other than for self-use shall apply
for the establishment of a foreign-invested real estate enterprise in accordance with applicable PRC
laws and shall only conduct operations within the authorized business scope after obtaining the
relevant approvals from and registering with the relevant governmental authorities;

o the registered capital of a foreign-invested real estate enterprise with a total investment of US$10
million or more shall not be less than 50% of its total investment amount, whereas for a
foreign-invested real estate enterprise with a total investment of less than US$10 million, the current
rules on registered capital shall apply;

* a newly established foreign-invested real estate enterprise can only obtain an interim approval
certificate and business license which are valid for one year. The formal approval certificate and
business license can be obtained by submitting the land use rights certificate to the relevant
government departments after the land grant premium for the land has been paid;

* an equity transfer of a foreign-invested real estate enterprise or the transfer of its projects, as well
as the acquisition of a domestic real estate enterprise by foreign investors, must first be approved
by the relevant commerce administration authorities. The investor shall submit a letter to the
relevant commerce authorities confirming that it will abide with the land grant contract, the
construction land planning permit and the construction works planning permit. In addition, the
investor shall also submit the land use rights certificate, the registration of change of investor and
evidence from the tax authorities confirming that tax relating to the transfer has been fully paid;

» foreign investors acquiring a domestic real estate enterprise through an equity transfer, acquiring the
Chinese investors’ equity interest in an equity joint venture or through any other methods shall pay
the purchase price from its own capital and shall ensure that the enterprise’s employees and bank
loans are properly handled with in accordance with applicable PRC laws;

* if the registered capital of a foreign-invested real estate enterprise is not yet fully paid, its land use
rights certificate has not been obtained or the paid-in capital is less than 35% of the total investment
amount of the project, the foreign-invested real estate enterprise is prohibited from borrowing from
any domestic or foreign lenders and SAFE shall not approve the settlement of any foreign loans;
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e the investors in a foreign-invested real estate enterprise shall not in any manner stipulate a fixed
return clause or equivalent clause in their joint venture contract or in any other documents; and

* a branch or representative office established by a foreign investor in China (other than a
foreign-invested real estate enterprise), or a foreign individual working or studying in the PRC for
more than one year, is permitted to purchase commodity residential properties located in the PRC
only for the purpose of self-residence. Residents of Hong Kong, Macau and Taiwan and overseas
Chinese may purchase commodity residential properties of a stipulated floor area based on their
living requirements in the PRC for self-residence purposes.

On September 1, 2006, SAFE and the Ministry of Construction jointly issued “Notice in respect of
Standardization of Issues Relating to Management of Foreign Exchange of Real Estate Market” (B % #iJ7 Hh
FE T 3 /0 R4S B B e AL 4 HT), which was amended on May 4, 2015. This notice provides, among other
things, the specific procedures for purchasing houses by branches and representative offices established in the
PRC by foreign institutions, foreign individuals who work or study in the PRC for more than one year, and
residents of Hong Kong, Macau and Taiwan as well as foreigners of Chinese origin.

On May 23, 2007, MOFCOM and SAFE promulgated the “Circular on Further Reinforce and
Standardize the Examination and Supervision on Foreign Direct Investment in Real Estate Industry” (Bt #E—

NG > BRI B A S b SN B A A9 4 ) (Shang Zi Han No. 50, 2007) which was amended in
October 2015. The circular provides stricter controlling measures including, among others:

*  Where the application in filed for establishment of the real estate company, the land use rights, the
ownership of the real property should be obtained first, or the pre-assignment/purchase agreement
has already been concluded with the land administration authority, land developer/owner of the real
property. If the above requirements have not been satisfied, the approval authority shall not approve
the application.

* Acquisition of or investment in domestic real estate enterprises by way of return investment
(including the same actual controlling person) shall be strictly controlled.

Oversea investors may not avoid approval for foreign investment in real estate by way of changing the
actual controlling person of the domestic real estate enterprise. Once the foreign exchange authority has found
the foreign-invested real estate enterprise established by way of deliberately avoiding and false representation,
it shall take action against the enterprise’s conduct of remittance of capital and interest accrued without approval,
and the enterprise shall bear the liability for cheated purchase and evasion of foreign exchange.

e Agreement as to any fixed return or of the same effect for either party of a foreign-invested real
property enterprises is prohibited.

e The local SAFE administrative authority and designated foreign exchange banks shall not conduct
foreign exchange purchase and settlement process for any foreign-invested real property enterprises
who fail to satisfy the Ministry of Construction’s filing requirement.

On October 10, 2007, the Ministry of Land and Resources issued a regulation, which provides that
property developers must fully pay the land premium for the entire parcel under the land grant contract before
they can receive a land use rights certificate and/or commence development on the land, effective November 1,
2007.

Pursuant to the notice on “Enlarging the Floating Range of the Downward Movement of Interest Rates
for Individual Mortgage Loans,” (#EAK M ZEMEME AAEE BFIR T IFIEES A RBMER@EHA)  the PRC
government lowered the minimum interest rate for individual mortgage loans to 70% of the corresponding PBOC
benchmark bank lending rates. Further, the minimum down payment ratio of residential properties was lowered
to 20%. On October 22, 2008, the Ministry of Finance and the State Administration of Taxation issued the
“Notice on the Adjustments to Taxation on Real Property Transactions” (i # % 5 Hh 7 58 &7 BR i B GEUR 19 48
41y which was amended on September 29, 2010, pursuant to which, from November 1, 2008, the rate of deed tax
has been reduced to 1% for a first time home buyer of an ordinary residence with a unit floor area less than 90
sq.m., individuals who are to sell or purchase residential properties are temporarily exempted from stamp duty
and individuals who are to sell residential properties are temporarily exempted from LAT.
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On December 20, 2008, the General Office of the State Council issued the “Several Opinions on
Facilitating the Healthy Development of the Real Estate Market” (it {4 55 Hh e T 5 (R 25 e 24 T ),
which aims to, among other things, encourage the consumption of ordinary residential units and support property
developers in changing market conditions. Pursuant to the opinion, in order to encourage the consumption of
ordinary residential units, from January 1, 2009 to December 31, 2009, (i) business tax will be imposed on the
full amount of the sale price, upon the transfer of a non-ordinary residential unit by an individual within two
years from the purchase date; (ii) for the transfer of a non-ordinary residential unit which has been held by the
purchaser for more than two years from the purchase date and an ordinary residential unit which has been held
by the purchaser for two years or less from the purchase date, the business tax is to be levied on the difference
between the sale price and the purchase price; (iii) and in the case of an ordinary residential unit, business tax
is fully exempted if that transfer occurs after two years from the purchase date. Furthermore, individuals with
an existing ordinary residential unit that is smaller than the average size for their locality may buy a second
ordinary residential unit under favorable loan terms similar to first time buyers. In addition, support for property
developers to deal with the changing market is to be provided by increasing credit financing services to “low-to
medium-level price” or “small-to medium-sized” ordinary commercial housing projects, particularly those under
construction, and providing financial support and other related services to property developers with good credit
standing for merger and acquisition activities.

On January 26, 2011, the State Council issued the “Notice on Further Strengthening Regulation and
Control of Real Property Markets” (B H#E— M7 57 b 7 By i #5 TAEA B R R AT, under which the
transfer of all residential properties purchased and held by individuals for less than five years shall be subject
to business tax based on total sale price from such transfer.

On January 27, 2011, the Ministry of Finance and the State Administration of Taxation jointly issued a
“Notice on Adjusting the Policy of Business Tax on Re-sale of Personal Residential Properties” (B2 #f %5 A
{1 5 e s 25 B BOR 48 A, under which business tax is imposed on (i) the full amount of the transfer price
upon the transfer of any residential property by an individual owner within five years from such individual
owner’s purchase and (ii) the difference between the transfer price and the original purchase price upon the
transfer of any non-ordinary residential property by an individual owner more than five years from such
individual owner’s purchase. Business tax is exempted for ordinary residential properties if the transfer occurs
after five years from the individual owner’s purchase. This notice became effective on January 28, 2011 and was
replaced by a notice of the same name on March 30, 2015, which stipulated that business tax is imposed on (i)
the full amount of transfer price upon the transfer of any residential property by an individual owner within two
years from such individual owner’s purchase and (ii) the difference between the transfer price and the original
purchase price upon the transfer of any non-ordinary residential property by an individual owner more than two
years from such individual owner’s purchase. Business tax is exempted for ordinary residential properties if the
transfer occurs after two years from the date of the individual owner’s purchase.

On February 20, 2013, the executive meeting of the State Council chaired by Premier Wen Jiabao issued
a document emphasizing the strict implementation of tightening measures for the real estate market. The
measures include completing a system of responsibility for stabilizing housing prices; restraining purchases of
residential housing for investment and speculation purposes; expanding the supply of both ordinary commodity
housing and of land; accelerating construction of affordable housing projects; and strengthening market
supervision.

On February 26, 2013, the General Office of the State Council announced the “Notice on Continuing to
Improve the Regulation and Control of the Real Estate Market™ (75 B /A B8 BH 1 46 48 AU 5 b /2 7 35 #5 1
fERY#EHAT), which among others, provides the following requirements: (i) limitations on the purchase of
commodity properties must be strictly implemented, and the scope of such limitations must cover all newly
constructed commodity properties and second-hand properties located within the entire administrative area of the
city; (ii) for those cities with excessive increase in housing prices, the local counterparts of the PBOC may
further increase down payment ratios and interest rates for loans to purchase second properties; and (iii) the gains
generated from the sale of a self-owned property shall be subject to individual income tax at a rate of 20%, if
the original value of such property can be verified through historical information such as tax filings and property
registration.

109



On September 29, 2014, the PBOC and CBRC jointly issued the “Notice on Further Improving Financial
Services for Real Estate Sector” (BfiA#E—b 35 4 miR#s TAEMZE%1), which provides that where a
household that owns a residential property and has paid off its existing mortgage loan applies for a new mortgage
loan to buy another residential property to improve its living conditions, the bank may apply the first-time
housing purchase mortgage loan policy. In cities that have lifted housing purchase restrictions on residents or
those that have not imposed such restrictions, when a household that owns two or more residential properties and
has paid off all of its existing mortgage loans applies for a new mortgage loan to buy another residential property,
the bank is required to assess the credit profile of the borrower, taking into consideration the solvency and credit
standing of the borrower and other factors, and decide the down payment ratio and loan interest rate. In view of
the local urbanization plan, banks may provide mortgage loans to non-local residents that meet the conditions
as required by relevant policies.

In March 2015, the PBOC, CBRC and MOHURD jointly issued the “Notice on Relevant Issues
Concerning the Individual Housing Loan Policy” (B E AT F5 S EUR AT B R & B4 A1), which provides that
where households that own a residential property and have not paid off their existing mortgage loan applies for
a new mortgage loan to buy another residential property to improve their living conditions, the minimum down
payment will be 40% of the property price, with the specific terms of such loan to be decided by the banking
financial institution that provides the loan based on the risk profile of the borrower.

On February 1, 2016, the PBOC and CBRC jointly issued the “Notice on the Adjustment of Individual
Housing Loans Policies” (B FH#ME A B S REORA B MR A which provides that in cities where
property purchase control measures are not being implemented, the minimum down payment ratio for a personal
housing commercial loan obtained by a household for purchasing its first ordinary residential property is, in
principle, 25% of the property price, which can be adjusted downward by 5% by local authorities. For existing
residential property household owners which have not fully repaid the previous loan and are obtaining further
personal housing commercial loan to purchase an additional ordinary residential property for the purpose of
improving living conditions, the minimum down payment ratio shall be not less than 30% which is lower than
the previous requirement of not less than 40%.

On October 10, 2016, the MOHURD issued the “Circular on Further Regulating Operations of Real
Estate Developers to Safeguard the Real Estate Market Order” ([~ — 25 B0 5 Hb e B 26588 AT e 5
b T 55 K7 B4 AT, which requires that improper operations of real estate developers shall be investigated and
punished according to law. The improper operations include releasing or spreading false housing information and
advertisements, maliciously pushing higher and artificially inflating housing prices by fabricating or spreading
information on rising property price and other operations.

FOREIGN EXCHANGE

With effect from January 1, 1994, the PRC government abolished its two-tier exchange rate system and
replaced it with a unified floating exchange rate system based largely on supply and demand. Financial
institutions authorized to deal in foreign currency may enter into foreign exchange transactions at exchange rates
within an authorized range above or below the exchange rate published by the PBOC according to market
condition. However, despite such developments, RMB is still not a freely-convertible currency.

Pursuant to the “Foreign Exchange Control Regulations of the PRC” ("% A [N A1 e A7 45 7))
issued by the State Council which came into effect on April 1, 1996, as amended on January 14, 1997 and August
5, 2008 and the Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment of the
PRC, which came into effect on July 1, 1996, foreign investment enterprises are permitted to convert their
after-tax dividends into foreign exchange and to remit such foreign exchange from their foreign exchange bank
accounts in the PRC.
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If foreign investment enterprises require foreign exchange services for transactions relating to current
account items, they may, without approval of SAFE, effect payment from their foreign exchange account or
convert and pay at the designated foreign exchange banks, on the strength of valid receipts and proof. If such
enterprises need foreign exchange services for the distribution of dividends to their shareholders, they may, on
the strength of a board of directors resolution authorizing the distribution of dividends and any other relevant
documents, effect payment from their foreign exchange accounts and make such payments at the designated
foreign exchange bank.

However, convertibility of foreign exchange in respect of capital account items, like direct investment
and capital contributions, is still subject to restriction, and prior approval from SAFE or its relevant branches
must be sought.

On April 28, 2013, SAFE issued the “Notice regarding Promulgation of Administrative Measures on
Foreign Debt Registration™ ([ %<4/ A5 HH Jm) BH A 55 4 < S MEDE R0 B> 1% HT), which became effective on
May 13, 2013, as amended on May 4, 2015, including three appendices: (i) Administrative Measures on Foreign
Debt Registration, (ii) Operating Guidelines for Foreign Debt Registration Administration, and (iii) List of
Repealed Regulations. The measures stipulate the general provisions on foreign debt registration, administrative
provisions on foreign debt account management, use and settlement of foreign debt funds, foreign guarantee for
domestic loans, foreign exchange managements for outbound transfer of non-performing assets, as well as
relevant penalty provisions. The Operating Guidelines for Foreign Debt Registration Administration (M550
EHEAESE5]) provide specific operational rules in relation to foreign debts administration, which contain 15
items. Among these 15 items, foreign debt registration of foreign invested real estate enterprises is regulated as
follows: (i) foreign invested real estate enterprises established before June 1, 2007, which have increased the
registered capital on and after June 1, 2007, may raise foreign debt financing limited to the balance of the
difference between its total investment and registered capital. Provided that such difference between its total
investment and registered capital after increasing its capital is smaller than that of before increasing its capital,
the smaller one shall prevail, (ii) that SAFE will no longer process foreign debt registration or foreign exchange
settlement for foreign debt for foreign invested real estate enterprises that obtained approval certificates from and
filed with MOFCOM on or after June 1, 2007, and (iii) foreign invested real estate enterprises of which the land
use rights certificate has not been obtained, or the project capital is less than 35% of the total investment of the
project, are prohibited from raising foreign debt financing, and SAFE will not process foreign debt registration
for such enterprises.

On September 14, 2015, the NDRC issued the Circular of the National Development and Reform
Commission on Promoting the Administrative Reform of the Record-filing and Registration System for the
Issuance of Foreign Debts by Enterprises ([ 5 5 i Pl 2 B i 7 A SE 5847 SIME i 52 6 e il 8 B B A 2 )
to remove the quota review and approval system for the issuance of foreign debts by enterprises, reform and
innovate the ways that foreign debts are managed, and implement the administration of record-filing and the
registration system.

On May 10, 2013, SAFE issued the “Notice on Printing and Distributing the Provisions on Foreign
Exchange Administration over Direct Investment Made by Foreign Investors in China and its Ancillary
Documents” (B 2R 5 R A 1L o) [ 2 B < MR 3 0 3 55 N B 4 4% T 7 T A TR S > I T SR 28 D), as
amended on October 10, 2018 and December 30, 2019, which includes three appendices as follows: (i) the
Provisions on Foreign Exchange Administration over Direct Investment Made by Foreign Investors in China, (ii)
the List of Repealed Regulations on Foreign Exchange Administration over Direct Investment in China, and (iii)
the Business Operating Guidelines for Domestic Direct Investment.

The “Provisions on Foreign Exchange Administration over Direct Investment Made by Foreign Investors
in China” (JMEFEE N AR EIMNEE TR E) (the “Provisions on Foreign Exchange Administration”),
effective on May 13, 2013, set out the general principles for foreign exchange control in direct investments by
foreign investors, and specific provisions on the foreign exchange registration, foreign exchange account
management, foreign exchange settlement and sales, as well as supervision and administration of banks engaging
in the foreign exchange business related to direct investments by foreign investors. The provisions apply to
foreign investors setting up foreign invested enterprises, foreign invested projects and foreign invested financial
institutions in China through methods of new establishment, mergers or acquisitions, and obtaining the
ownership right, control right and business management right of domestic enterprises. The Provisions on Foreign
Exchange Administration was repealed on December 30, 2019.
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On January 10, 2014, SAFE issued the “Notice of the State Administration of Foreign Exchange on the
Further Improvement and Adjustment of the Foreign Exchange Control Policy for Capital Projects” ([ X4
T SR B A 4 — 2 RO AN SR B G AN T H AR PR IBUR ()3 BN, effective on February 10, 2014, which provides
for, among others: (i) loosening of certain administrative procedures for the initial expenses outlay for overseas
direct investments by domestic enterprises; (ii) loosening of certain restrictions on overseas lending by domestic
enterprises; (iii) simplifying the procedures for remitting profits offshore by domestic enterprises.

In March 30, 2015, the SAFE issued “Notice on the Reform of Foreign Investment Enterprises of Foreign
Exchange Capital Settlement Management” (BB S 5% & A 36 A1 HE A 4 4% 4 8L 77 U 28 81) which
came into effective since June 1, 2015. The notice provides that a voluntary foreign exchange settlement system
will be established. On June 9, 2016, SAFE issued the “Notice to Reform and Regulate the Administration
Policies of Foreign Exchange Capital Settlement” (B 2l HsFI KR 5 & A IH B 45 FEE FLECR A to further
reform foreign exchange capital settlement nationwide.

On August 19, 2015, the MOHURD, the MOFCOM, the NDRC, the PBOC, the SAIC and the SAFE
jointly issued the Notice on Adjusting the Admittance and Administration of Foreign Capital in the Real Estate
Market (B #5855 H 7 i 5 4 S UE AR & B B BOR A4 ). According to this Notice, the foreign invested
real estate enterprises can directly conduct foreign exchange registration concerning foreign direct investment in
bank according to foreign exchange regulations.

According to Circular of the State Administration of Foreign Exchange on Further Advancing Foreign
Exchange Administration Reform to Enhance Authenticity and Compliance Reviews (55 5MfEE R B i 4 —
*/H’E?@%[@%1E3ﬂ$%§ﬁgé\ﬁﬁ%ﬁm@%ﬂ) issued by the SAFE on January 26, 2017, funds for overseas
loans under domestic guarantees are allowed to be repatriated into the PRC for domestic use. Debtors can
repatriate, directly or indirectly, the funds under guarantees for domestic use through issuing loans to or equity
participation in domestic institutions.

ENVIRONMENT PROTECTION IN THE DEVELOPMENT OF REAL ESTATE

The laws and regulations governing the environmental requirements for real estate developments in the
PRC include the Environmental Protection Law (*#E A RILFIBIERIG fR7#7%), the Prevention and Control of
Noise Pollution Law (713 A RN BRI )5 YL B 1772%), the Environmental Impact Assessment Law (713
N BRILFA B 3R 52 7 257 /%) and the Administrative Regulations on Environmental Protection for Development
Projects (2017 revision) (ZIH HERBIR#E R HEH](2017187])). Pursuant to those laws and regulations, the
developer shall, in the phase of construction project feasibility study, submit the construction project
environmental impact report, environmental impact statement or environmental impact registration form to the
relevant government authorities for approval before commencement of construction. When there is a material
change in respect of the construction site, or in the scale or nature of a given project, a new environmental impact
assessment report must be submitted for approval. Simultaneous design, simultaneous construction and
simultaneous going into operation with the main body project must be realized for matching environmental
protection facilities construction which is required for the construction project. In addition, the developer shall,
during the trial production of a construction project, monitor the operations of the environmental protection
facilities and the environmental impact of the construction project. On completion of construction, the developer
shall make an acceptance check of the environmental protection facilities and prepare an acceptance report
according to the standards and procedures stipulated by the competent administrative department of
environmental protection under the State Council. The developer shall make the acceptance report publicly
available in accordance with the law unless it is required to keep confidential according to national provisions.
Acceptance checks for completion of construction of environmental protection facilities shall be conducted
simultaneously with the acceptance checks for of the main body project.

The Ministry of Environmental Protection issued the Rules on the Examination and Approval of
Environmental Impact Assessment Documents of Construction Projects by Authorities at Various Levels (&#%
T H BR85S E S 3 LB E ) on January 16, 2009, effective from March 1, 2009. According to the
Rules, the power endowed to the authorities at various levels in charge of the examination and approval of
environmental impact assessment documents of construction projects shall, in principle, be determined in
accordance with the power to examine, approve, verify and file the construction project concerned as well as the
nature and degree of the environmental impact brought by the construction project concerned. The Ministry of
Environmental Protection may entrust the local environmental protection department at provincial level at the
place of the project to exercise part of its statutory power of examination and approval, in which case, public
announcement thereof shall be made.

112



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, 2019, 2020 and 2021:

Year ended December 31,

2020 2021 2021
RMB RMB RMB
Advances from related companies:
JOINE VENTUIES . ovinit ittt ettt e 38 24,448 1,268,914
A SSOCTALES L.ttt ettt ettt et 373,150 326,775 495,873
Companies controlled by the shareholder.................ocoeevviiiiiinni, 3,842 861,310 —
Companies controlled by key management personnel ...................... — — —
377,030 1,212,533 1,764,787
Repayment of advances from related companies:
JOINE VENTUIES . .outeit ittt et e e e e e 16,200 3,845 1,418,913
A SSOCTALES .ttt ettt et 4,944 391,584 300,210
Companies controlled by the shareholder..................c...ccooii, — 909,027 —
Companies controlled by key management personnel ...................... 562,758 — —
583,902 1,304,456 1,719,123
Advance to a shareholder .............coooviiiiiiii — — —
Repayment of an advance to a shareholder...................ccooooiiii, 8,747 — —
Advances to related companies:
JOINE VENEULIES .oetiiiteiteiie it 1,827,225 2,423,490 5,692,762
A SSOCTALES .ttt ettt e e 461,818 431,812 1,309,681
Companies controlled by the shareholder..................c...coooii, 3,615,958 53,740 —
5,905,001 2,909,042 7,002,443
Repayment of advances to related companies:
JOINE VENTULES ..onetntiett ettt e e e e 1,265,410 2,220,848 3,322,331
ASSOCTALES ..ttt 136,094 974,120 877,378
Companies controlled by the shareholder..................cc..coooii. 3,802,157 314,650 —
5,203,661 3,509,618 4,199,709
Property management services from companies controlled by
the shareholder..... ... 15,491 17,772 22,076
Finance costs from a company controlled by the shareholder .............. 2,421 370 —
Office building rental services from a joint venture ........................... — — 4,852
Consulting services to joint ventures and assoCiates...............eoeeunennes 22,018 38,132 8,551
Miscellaneous purchases from a company controlled by
the shareholder.... ..o 12,045 30,436 —
Construction services from a company controlled by the shareholder..... — 3,963 —
Note:

(1) These transactions were carried out in accordance with the terms and conditions mutually agreed by the parties involved.
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PRINCIPAL SHAREHOLDERS

As of December 31, 2021, 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”):

Approximate
percentage of
interest in the

Name Nature of interest Number of Shares Company

Ms. Zhu Jing™ ... Founder of a discretionary trust 754,525,000 36.40%

Mr. Chen Peng(z) ................. Interest of spouse 754,525,000 36.40%

Northern American Trust Trustee of a trust 754,525,000 36.40%
Company, LLC"V............

FULVA Holding Limited'"... Interest in a controlled corporation 754,525,000 36.40%

YongHeng Holdings Beneficial interest 754,525,000 36.40%
Limited ......cooviviiiinannenn.

Mr. Lin Jinfeng®................ Interest in a controlled corporation 622,425,000 30.03%

Ginkgo Gofar Holdings Beneficial interest 622,425,000 30.03%
Limited .........ccoeeennennen.

Notes:

(1) Northern American Trust Company, LLC as the trustee of the Fulva Family Trust (through its direct wholly-owned company FULVA

2

3)

C))

Holding) holds the entire issued share capital of YongHeng Holdings. YongHeng Holdings holds 750,075,000 shares. The Fulva Family
Trust is a discretionary trust established by Ms. Zhu Jing (as the settlor) and the discretionary beneficiaries of which is Ms. Zhu Jing
and her family. Accordingly, each of Ms. Zhu Jing, FULVA Holding Limited and Northern American Trust Company, LLC is deemed
to be interested in the number of 750,075,000 Shares held by YongHeng Holdings Limited.

Mr. Chen Peng is the spouse of Ms. Zhu Jing. By virtue of the SFO, Mr. Chen Peng is deemed to be interested in the shares which are
interested by Ms. Zhu Jing.

Mr. Lin Jinfeng is entitled to exercise or control the exercise of approximately 79.48% of the voting power at general meetings of
Ginkgo Gofar Holdings Limited and is therefore deemed to be interested in the Shares in which Ginkgo Gofar Holdings Limited is
interested.

Ms. Zhu Jing (“Ms. Zhu”) had purchased in the open market an aggregate of 4,450,000 ordinary shares of the Company (the “Share(s)”)
at the price of HK$2.45 per Share for the total consideration of HK$10,902,500 (excluding relevant transaction fee) (collectively, the
“Acquisition of Shares”) through YongHeng Holdings Limited on October 15, 2021. Following the Acquisition of Shares, Ms. Zhu is
deemed to be interested in an aggregate of 754,525,000 Shares, representing approximately 36.40% of the total issued share capital of
the Company, indirectly through YongHeng Holdings Limited.

Except as disclosed above, as of December 31, 2021, no other shareholder, other than directors or chief

executives, of the Company has any interests or short positions in the shares or underlying shares of the Company
as recorded in the register required to be kept under section 336 of the SFO.

114



DIRECTORS AND SENIOR MANAGEMENT
BOARD OF DIRECTORS

Our Board is responsible and has general power for the management and conduct of our business. Our
Board consists of eight Directors, comprising three executive Directors, two non-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(s)

ZHU lJing (REF 46 Chief executive officer, chairman of our Board and
executive Director

SHENG Jianjing (&#I#H) 43 Assistant president and executive Director

YANG Zhandong (#15) 45 Executive vice president and executive Director

LIN Jinfeng (FR)I4) 51  Non-executive Director

LIN Zhaohong (FKEAML) 50  Non-executive Director

GUO Shaomu (Z>H0) 56 Independent non-executive Director

AU YEUNG Po Fung (W[5 %) 54 Independent non-executive Director

ZHOU Zheren (JE&ESEN) 45 Independent non-executive Director

The biography of each of our Directors is set out below.
Executive Directors

Ms. ZHU Jing (K5, aged 46, is our founder, chief executive officer, chairman of our Board and an
executive Director. She has over 18 years of experience in the PRC real estate industry. With her extensive
experience in the real estate industry, she is principally responsible for the overall management and business
operation of our Group, including coordinating board affairs, formulating strategies and operational plans, and
making major business decisions. Ms. Zhu Jing has served in various roles of our Group, including chairman and
executive director at Sunkwan Properties since February 2010, chairman at Sheshan Country Club since August
2015 and chairman at Zhaokun Industrial since October 2018. Ms. Zhu Jing is one of our shareholders.

Prior to founding our Group, Ms. Zhu Jing served in various roles at Central China Real Estate Limited
(EEZEHL7E B A FRZA A]), a PRC-based real estate developer listed on the Main Board of the SEHK (stock code:
832) from February 2003 to December 2009, with her last position being the vice president of the group. Ms.
Zhu Jing obtained her bachelor’s degree in accounting from Zhengzhou University (¥ K£2) in the PRC in July
1999. She also obtained a master’s degree in business administration from China-Europe International Business
School (HRKEIFF TRE40E) in the PRC in September 2009. Ms. Zhu Jing was named one of the “Top 30 Real
Estate Industry Influential Figures in China” and “2020 Real Estate Industry Influential Figures in China” by
Bo’ao Real Estate Forum in 2019 and 2020, respectively.

Ms. SHENG Jianjing (BB, aged 43, is our assistant president and an executive Director. She has
more than 11 years of experience in the PRC real estate industry. Ms. Sheng is primarily responsible for the
day-to-day business operations and overall administration of our Group. Ms. Sheng served as a general manager
at Sunkwan Industrial from March 2010 to April 2014, when she later served as a general manager at Sunkwan
Properties from May 2014 to December 2018. She has also been a general manager at Zhaokun Industrial since
January 2019. In addition, Ms. Sheng has also been serving as a director at a number of subsidiaries of our Group,
including Shanghai Kunhui since October 2016, Cixi Hengkun Property Co., Ltd. since June 2018, Sheshan
Country Club since August 2018, Hangzhou Xingkun and Hangzhou Kunxin since June 2019. Ms. Sheng
graduated from Shanghai University in the PRC, with an associate degree in secretarial science studies in July
2020.
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Mr. YANG Zhandong (3155), aged 45, is our executive vice president and an executive Director. He
has 12 years of experience in the construction and real estate industry. Mr. Yang is primarily responsible for the
development and day-to-day management of the business of our Group. He joined our Group in May 2011 and
has served in various roles at a number of subsidiaries of our Group, including director at Shanghai Kunhui since
May 2015, general manager and an executive director at Suzhou Kunxiang since October 2016, general manager
and an executive director at Suzhou Sunkwan since November 2016, director at Changshu Gongzhu since
September 2017 and director at Changzhou Qiansheng since May 2019. Mr. Yang was first appointed vice
president of our Group in September 2018.

Prior to joining our Group, Mr. Yang served as a designing deputy manager at Shanghai R&F Properties
Limited (L& S A FR/A A, a real estate developer, from 2008 to 2011. Mr. Yang obtained his bachelor’s
degree in architectural engineering from Suzhou Urban Construction and Environmental Protection Institute (ff
MR T E R BR BT AR A2 BE) in the PRC in July 2000.

Non-executive Directors

Mr. LIN Jinfeng (#Ajl#), aged 51, is our non-executive Director. He is primarily responsible for
providing strategic advice and recommendations on the operations and management of our Group. Mr. Lin
Jinfeng joined our Group as a director at Zhaokun Industrial in May 2018 and was later designated as a
non-executive Director of our Group on March 24, 2020. He founded Shenzhen Juwan Investment Development
Limited (YT E & & B A FR/AH]), an investment company, in July 1996 and served as the chairman of the
board and general manager until May 2003. In 2003, Mr. Lin Jinfeng founded Yingxin Investment Group Co.,
Ltd. (BEHREEHBMARRAF), an investment company whose primary business includes real estate
investment. He has been serving as a director at Landsea Group Co., Ltd. (BIFF&E B A BR/AF]), a company
principally engaged in property development since May 2007. From September 2016 to September 2019, Mr. Lin
Jinfeng also served as a director at Shanghai Landleaf Architecture Technology Co., Ltd. (|- B%k @ 58RI
3 A BR/Z ), an architectural technology service provider whose shares were listed on the National Equities
Exchange and Quotations (stock code: 870998) but were subsequently delisted in March 2020. Mr. Lin Jinfeng
obtained his bachelor’s degree in international economies and trade from Shenzhen University in the PRC in July
1994. Mr. Lin Jinfeng also obtained an EMBA degree from China-Europe International Business School ('l
B B T P52 F%) in the PRC in September 2009. Mr. Lin Jinfeng is one of our shareholders.

Ms. LIN Zhaohong (#EHI), aged 50, is our non-executive Director. She is primarily responsible for
providing strategic advice and recommendations on the operations and management of our Group. Ms. Lin joined
our Group as a director at Zhaokun Industrial in May 2018 and was later designated as a non-executive Director
of our Group on March 24, 2020. Prior to joining our Group, Ms. Lin worked at the Industrial & Commercial
Bank of China (Shenzhen Branch) (*'[E Tp$R1TI4017) from September 1990 to July 2016, with her last
position being the general manager of the private banking department. She has also been serving as a director
at Ginkgo Gofar, an investment company controlled by Mr. Lin Jinfeng, since October 2017. Ms. Lin obtained
a master’s degree in business administration from Xi’an Jiaotong University (Fi% 384 K £) in the PRC in July
2009. Ms. Lin is a shareholder of Ginkgo-BVI, one of our shareholders.

Independent Non-executive Directors

Mr. GUO Shaomu (EBA4#), aged 56, was appointed our independent non-executive Director on
October 27, 2020. He is primarily responsible for providing independent advice on the operations and
management of our Group to our Board. Mr. Guo has over 13 years of experience in investment banking in Hong
Kong, during which time he accumulated ample knowledge in the PRC real estate market.

From February 2000 to February 2001, Mr. Guo served as an associate of corporate finance at Salomon
Smith Barney, an investment bank principally engaged in providing financial services (an investment banking
arm of Citigroup Inc.), where he was primarily responsible for supporting the marketing and execution efforts
of the China team. From March 2001 to September 2005, Mr. Guo served as an associate and an associate director
of global investment banking at HSBC Investment Bank Asia Holdings Ltd., an investment bank principally
engaged in providing financial services, where he was primarily responsible for the execution of China-related
transactions. From October 2005 to April 2007, Mr. Guo served as a vice president and a director of the real
estate team at J.P. Morgan Investment Banking Asia, an investment bank principally engaged in financial
services, where he was primarily responsible for marketing efforts covering the real estate sector in the PRC.
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From April 2007 to April 2013, Mr. Guo served as a director and a managing director of the real estate team at
Morgan Stanley Investment Banking Asia, an investment bank primarily engaged in providing financial services,
where he was one of the key members responsible for the business in the real estate sector in the Greater China
region. Moreover, since June 2014, Mr. Guo has been serving as an independent non-executive director at Yida
China Holdings Limited, a property developer listed on the Main Board of the SEHK (stock code: 3639). He is
also an independent non-executive director at Fantasia Holdings Group Co., Limited, a property developer listed
on the Main Board of the SEHK (stock code: 1777), and Ganglong China Property Group Limited, a property
developer listed on the Main Board of the SEHK (stock code: 6968) since February 2015 and June 2020,
respectively.

Mr. Guo received his bachelor’s degree in electrical engineering from Zhejiang University (#{TKE2)
in the PRC in July 1989, a master’s degree in computer engineering from the University of Southern California
and a master’s degree in business administration from the School of Management of Yale University in the United
States in May 1993 and May 1998, respectively.

Mr. AU YEUNG Po Fung (BXF5E %), aged 54, was appointed our independent non-executive Director
on October 27, 2020. He is primarily responsible for providing independent advice on the operations and
management of our Group to our Board. Mr. Au Yeung has extensive experience in the PRC real estate industry.
He held various senior management positions in the following companies in the real estate industry.

Mr. Au Yeung graduated from The Hong Kong Polytechnic College (now known as The Hong Kong
Polytechnic University) in November 1990 with a bachelor’s degree in business studies. He was admitted as
fellow of the Association of Chartered Certified Accountants in November 2000, a fellow of the Hong Kong
Society of Accountants (currently known as the Hong Kong Institute of Certified Public Accountants (HKICPA))
in May 2003, a chartered financial analyst of the CFA Institute in September 2006, and a fellow of the Institute
of Chartered Accountants in England and Wales in July 2015.

Mr. ZHOU Zheren (JA#A), aged 45, was appointed our independent non-executive Director on
October 27, 2020. He is primarily responsible for providing independent advice on the operations and
management of our Group to our Board. Mr. Zhou has extensive experience in legal matters and serving at listed
companies.

Mr. Zhou served as an executive director and chairman at Sky Chinafortune Holdings Group Limited,
a property investment company listed on the Main Board of the SEHK (stock code: 141) from June 2016 to June
2017. Since May 2014, Mr. Zhou has been serving as an external supervisor at Shengjing Bank Co., Ltd., a
banking services provider listed on the Main Board of the SEHK (stock code: 2066) where, pursuant to its articles
of association, he shall fulfill his supervision responsibilities, including but not limited to, attending and voting
at the meetings of the supervisory board, supervising the board of directors and senior management, and
proposing the removal of directors or senior management who are in violation of the law and statutes. Mr. Zhou
has been serving as an arbitrator at Shanghai International Economic and Trade Arbitration Commission
(Shanghai International Arbitration Center) (i EIFRE8HE 5 (k2 B & (LB H L)) since May
2018. Since February 2019, he also served as an arbitrator at Shenzhen Court of International Arbitration
(Shenzhen Arbitration Commission) (FERINE PR3 B RN F#ZE B €)). In addition, Mr. Zhou was appointed a
director of Huaxin Trust Co., Ltd. (ﬁ% St A R AD), a trust company, in March 2016.

Mr. Zhou received a bachelor’s degree in international economic laws from East China University of
Politics and Law (¥ HELAKEE, formerly known as East China College of Political Science and Law (HEHIEL
iLELEE)) in the PRC in July 1999. He further obtained his master’s degree in laws from the University of
Technology in Sydney, Australia in September 2004. He has been qualified as a PRC lawyer upon approval from
the Review Committee of Lawyer Committee of Lawyer Qualification under the PRC Ministry of Justice ("
NI 7] 75 SRR S A% 3 A 25 B &) since February 2000. He is also qualified to act as an independent
director in PRC-listed companies as recognized by the Shanghai Stock Exchange in November 2010.
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SENIOR MANAGEMENT

Our senior management is responsible for the day-to-day management of our business. The following
table sets forth certain information of our senior management:

Name Age Position(s)
LIANG Jing (2 39 Vice president
LU Shiyuan (FEf7 %) 41 Vice president and joint company secretary

The biography of each of our senior management members is set out below.

Mr. LIANG Jing (&), aged 39, joined our Group as an assistant president at Sunkwan Properties in
September 2017 and was appointed a vice president of our Group on February 22, 2022. Mr. Liang is primarily
responsible for product development and commercial asset management of our Group. He has over 13 years of

experience in the construction designing and real estate industry.

Prior to joining our Group, Mr. Liang worked as a project manager at PDG International Group Co., Ltd.
(AR EE A BRA Rl (INEK)), an architecture design company, from July 2006 to October 2009. He then
served as a designing manager at CapitaLand (China) Investment Co., Ltd. (SL{& & Hb 4% & A B /A7), a subsidiary
of CapitaLand Limited, a real estate company listed on the Singapore Stock Exchange (stock code: C31), from
2009 to 2012. He also served as the design director at Shanghai Vanke Enterprise Limited (i B R EAA R
/3 H]), a real estate developer, from 2012 to 2016 and served as the design director at Shanghai Zhengda Dijing
Investment Management Limited (i IE K7 S EEHAR/A ) September 2016 to September 2017. Mr.
Liang obtained a bachelor’s degree in architecture from Dongnan University (3 F§ K £) in the PRC in July 2006.

Ms. LU Shiyuan (PEA¥E), aged 41, joined our Group in February 2015 and was appointed a vice
president of our Group on February 22, 2022. She was also appointed as a joint company secretary on March 24,
2020 and with effect from October 27, 2020. Ms. Lu is primarily responsible for the financial and capital
management of our Group and company secretarial matters of our Company. She has 18 years of experience in
financial management. Ms. Lu joined our Group in March 2015 and she has served in various roles of our Group,
including general manager at Shanghai Qianrong Property Co., Ltd. from May 2015 to August 2015, general
manager at Sunkwan Properties from August 2015 to December 2018, and general manager at Zhaokun Industrial
since January 2019. Prior to joining our Group, Ms. Lu served as the chief financial officer of Shanghai Sansheng
Real Estate (Group) Co., Ltd. (i =& HhE (£ E)F R E(L/A D), a real estate developer, where she was
responsible for its overall financial affairs from July 2002 to December 2014. Ms. Lu obtained a bachelor’s
degree in accounting from Zhejiang University of Finance & Economics in the PRC in June 2002 and a master’s
degree in business administration from East China University of Science and Technology (FEH I T.K2) in the
PRC in March 2010.
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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, 2021, our
indebtedness (including current and non-current interest-bearing bank and other borrowings and senior notes)
amounted to RMBS§,591.6 million (US$1,348.2 million). Subsequent to December 31, 2021, 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 Bank of China, Industrial and Commercial Bank of
China, Bank of Communications, China Construction Bank and China Guangfa Bank. 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 3 months to 15 years, which generally correspond to the construction periods of the particular
projects. As of December 31, 2021, the aggregate outstanding amount under these loans totaled approximately
RMB4,840.2 million (US$759.2 million), of which RMB1,318.8 million (US$206.8 million) was due within one
year and RMB3,521.5 million (US$552.3 million) 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 our controlling shareholders.

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, 2021, the
weighted average interest rate on the aggregate outstanding amount of our PRC loans was 12.6% 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:

e 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;

e 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, equity transfer, acquisitions and reorganizations;

e altering the nature or scope of their business operations in any material respect;
* transferring part or all of their liabilities under the loans to a third party;

e prepaying the loans;

e prepaying the loans under other contracts;

e decreasing the registered capital;

* selling or disposing of assets; and

* incurring other indebtedness that may adversely affect their ability to repay their loans.
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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. Further, as of December 31, 2021, RMBS§,591.6 million (US$1,347.5 million)
of the PRC loans were secured by property, plant and equipment, investment properties, properties under
development and completed properties held for sale by the subsidiary borrowers and/or our other PRC
subsidiaries.

Dividend Restrictions

Pursuant to the loan agreements with certain PRC banks, several 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 New 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.”

OFFSHORE INDEBTEDNESS
July 2021 Notes

On July 22, 2021, we entered into an indenture (as amended and supplemented from time to time, the
“July 2021 Indenture”) pursuant to which we issued US$210 million principal amount of the 12.25% senior notes
due 2022. As of the date of this offering memorandum, the entire principal amount of the July 2021 Notes
remains outstanding.

Guarantee

Our obligations under the July 2021 Notes are guaranteed by certain of our existing subsidiaries (the
“July 2021 Subsidiary Guarantors”) other than those subsidiaries organized under the laws of the PRC. Under
certain circumstances and subject to certain conditions, a July 2021 subsidiary guarantee required to be provided
by a subsidiary of the Company may be replaced by a limited recourse guarantee, referred to as a JV Subsidiary
Guarantee in the July 2021 Indenture. Each of the July 2021 Subsidiary Guarantors, jointly and severally,
guarantees the due and punctual payment of the principal, any premium, and interest on, and all other amounts
payable under, the July 2021 Notes.

Interest

The July 2021 Notes bear interests at 12.25% per annum, payable in arrears on January 22, 2022 and
July 21, 2022.

Events of Default

The July 2021 Indenture contains certain customary events of default, including default in the payment
of principal, or of any premium, on the July 2021 Notes, when such payments become due, default in payment
of interest which continues for 30 days, breaches of covenants, insolvency and other events of default specified
in the July 2021 Indenture. If an event of default occurs and is continuing, the trustee under the July 2021
Indenture or the holders of at least 25% of the outstanding July 2021 Notes may declare the principal of the July
2021 Notes plus any accrued and unpaid interest and premium (if any) to be immediately due and payable.
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Covenants

The July 2021 Notes and the July 2021 Indenture limit our ability and the ability of its related restricted
subsidiaries to, among other things:

* incur or guarantee additional indebtedness and issue disqualified or preferred stock;
* make investments or other specified restricted payments;

* issue and sell capital stock of related restricted subsidiaries;

e guarantee indebtedness of related restricted subsidiaries;

e sell assets;

e create liens;

* enter into sale and leaseback transactions;

* enter into agreements that restrict the related restricted subsidiaries’ ability to pay dividends,
transfer assets or make intercompany loans;

e enter into certain transactions with affiliates; and
o effect a consolidation or merger.
Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding July 2021 Notes at a purchase price equal to 101% of their principal amount plus any
accrued and unpaid interest.

Maturity and Redemption
The maturity date of the July 2021 Notes is July 21, 2022.

At any time prior to July 21, 2022, we may at our option redeem the July 2021 Notes, in whole but not
in part, at a redemption price equal to 100% of the principal amount of the July 2021 Notes plus the Applicable
Premium as of, and accrued and unpaid interest, if any, to (but not including) the redemption date.

At any time and from time to time prior to July 21, 2022, we may redeem up to 35% of the aggregate
principal amount of the July 2021 Notes at a redemption price of 112.25% of the principal amount of the
July 2021 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 its capital stock, subject to certain conditions.

January 2022 Notes

On January 3, 2022, January 21, 2022 and January 24, 2022, we issued in aggregate principal amount
of US$160.2 million of the 13.5% senior notes due 2023 pursuant to an indenture (as amended and supplemented
from time to time, the “January 2022 Indenture”). As of the date of this offering memorandum, the entire
principal amount of the January 2022 Notes remains outstanding.

Guarantee

Our obligations under the January 2022 Notes are guaranteed by certain of our existing subsidiaries (the
“January 2022 Subsidiary Guarantors”) other than those subsidiaries organized under the laws of the PRC. Under
certain circumstances and subject to certain conditions, a January 2022 subsidiary guarantee required to be
provided by a subsidiary of the Company may be replaced by a limited recourse guarantee, referred to as a JV
Subsidiary Guarantee in the January 2022 Indenture. Each of the January 2022 Subsidiary Guarantors, jointly and
severally, guarantees the due and punctual payment of the principal, any premium, and interest on, and all other
amounts payable under, the January 2022 Notes.

121



Interest

The January 2022 Notes bear interests at 13.5% per annum, payable in arrears on July 3, 2022 and
January 2, 2023.

Events of Default

The January 2022 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the January 2022 Notes, when such payments become due, default
in payment of interest which continues for 30 days, breaches of covenants, insolvency and other events of default
specified in the January 2022 Indenture. If an event of default occurs and is continuing, the trustee under the
January 2022 Indenture or the holders of at least 25% of the outstanding January 2022 Notes may declare the
principal of the January 2022 Notes plus any accrued and unpaid interest and premium (if any) to be immediately
due and payable.

Covenants

The January 2022 Notes and the January 2022 Indenture limit our ability and the ability of its related
restricted subsidiaries to, among other things:

* incur or guarantee additional indebtedness and issue disqualified or preferred stock;
* make investments or other specified restricted payments;

* issue and sell capital stock of related restricted subsidiaries;

» guarantee indebtedness of related restricted subsidiaries;

e sell assets;

e create liens;

e enter into sale and leaseback transactions;

* enter into agreements that restrict the related restricted subsidiaries’ ability to pay dividends,
transfer assets or make intercompany loans;

e enter into certain transactions with affiliates; and
o effect a consolidation or merger.
Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding January 2022 Notes at a purchase price equal to 101% of their principal amount plus
any accrued and unpaid interest.

Maturity and Redemption

The maturity date of the January 2022 Notes is January 2, 2023.

At any time prior to January 2, 2023, we may at our option redeem the January 2022 Notes, in whole
but not in part, at a redemption price equal to 100% of the principal amount of the January 2022 Notes 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 January 2, 2023, we may redeem up to 35% of the aggregate
principal amount of the January 2022 Notes at a redemption price of 113.5% of the principal amount of the

January 2022 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 its capital stock, subject to certain conditions.
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DESCRIPTION OF THE NEW NOTES

For purposes of this “Description of the New Notes,” the term “Company” refers only to Sunkwan
Properties Group Limited (- 311hEE £E B 45 R /2 H]), a company incorporated in the Cayman Islands with limited
liability, and any successor obligor on the Notes, and not to any of its Subsidiaries, and the term “Notes” only
refer to the New Notes issued by the Company. Each Subsidiary of the Company that 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 is referred to as a “JV Subsidiary Guarantor.”

The Notes are to be issued under an indenture (the “Indenture”), to be dated as of the Original Issue Date,
among the Company, the Subsidiary Guarantors, as guarantors, and China Construction Bank (Asia) Corporation

Limited ("B &5 E8R4T (R A5 A R F), 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 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;

e 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);

e guaranteed by the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) on a senior basis,
subject to the limitations described under “— The Subsidiary Guarantees and the JV Subsidiary
Guarantees” and in “Risk Factors — Risks Relating to the Subsidiary Guarantees and the JV
Subsidiary Guarantees™;

o 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

o effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries (as
defined below).

The Notes will mature on July 17, 2023, unless earlier redeemed pursuant to the terms thereof and the
Indenture. The Indenture allows additional Notes to be issued from time to time (the “Additional Notes”), subject
to certain limitations described under “— 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 bear interest at 12.25% 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 arrears on
January 18, 2023 and July 17, 2023 (each an “Interest Payment Date”).
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Interest on the Notes will be paid to Holders of record at the close of business on January 3, 2023 and
July 2, 2023 (each, a “Record Date”), notwithstanding any transfer, exchange or cancellation thereof after a
Record Date and prior to the immediately following Interest Payment Date. 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 Notes register 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. Interest on the Notes will be calculated on the
basis of a 360-day year comprised of twelve 30-day months.

Except as described under “Mandatory Redemption,” “Optional Redemption,” “Redemption for Tax
Reasons” 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
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 principal, premium or interest need not be made in such place on
such date but may be made on the next succeeding Business Day in such place. 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 Notes will be issued only in fully registered form, without coupons, in denominations of
US$150,000 and integral multiples of US$1 in excess thereof. No service charge will be made for any registration
of transfer or exchange of Notes, but the Company, the Paying and Transfer Agent or the Registrar may require
payment of a sum sufficient to cover any transfer tax or other similar governmental charge payable in connection
therewith.

All payments on the Notes will be made by wire transfer in U.S. dollars by the Company at the office
or agency of the Company maintained for that purpose (which initially will be an office of the Paying and
Transfer Agent, currently located at c/o 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 the Note register maintained by the Registrar (as defined herein) 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 all of the Company’s Restricted Subsidiaries other than (i) those Restricted Subsidiaries organized under the
laws of the PRC (the “PRC Non-Guarantor Subsidiaries”) and (ii) Yunlu Holding Limited, Yunqi Holding
Limited, Yunyin Holding Limited, Kunshing Limited, Taikun Limited, Wellkun Limited, New Fans City Holdings
Limited and New Fans City HK Limited (such Restricted Subsidiaries in this clause (ii) are collectively referred
to as the “Initial Non-Guarantor Subsidiaries”). The Subsidiary Guarantors are holding companies that do not
have significant operations.

The initial Subsidiary Guarantors will be Inspiration Holdings Limited, Wanxie HK Limited, FOISON
TREASURE LIMITED (& 4 BR/A ) and Winning Concord Enterprises Limited.

None of the Initial Non-Guarantor Subsidiaries and none of the existing PRC Non-Guarantor
Subsidiaries will provide a Subsidiary Guarantee or JV Subsidiary Guarantee on the Original Issue Date. In
addition, none of the future Restricted Subsidiaries organized under the laws of the PRC, the Exempted
Subsidiaries (as long as it remains an Exempted Subsidiary) or the Listed Subsidiaries (as long as such Listed
Subsidiary remains a Listed Subsidiary) will provide a Subsidiary Guarantee or JV Subsidiary Guarantee at any
time in the future.

In the case of a Restricted Subsidiary that is, or is proposed by the Company or any Restricted Subsidiary
to be, established 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)
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in the case of any other entity is proposing to purchase the Capital Stock of an Independent Third Party such that
it becomes a non-Wholly Owned Subsidiary of the Company 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 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 (other than
Exempted Subsidiaries) to provide a JV Subsidiary Guarantee (as defined below) 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 a JV Subsidiary Guarantee (as defined below), no document exists that
is binding on the Company or any Restricted Subsidiary that would have the effect of (a) prohibiting
the Company or any Restricted Subsidiary from providing a JV Subsidiary Guarantee or (b)
requiring the Company or any 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;

e concurrently with providing the JV Subsidiary Guarantee, the Company shall or shall cause such JV
Subsidiary Guarantor to deliver to the Trustee:

(i) (A) a duly executed JV Subsidiary Guarantee of such JV Subsidiary Guarantor (the “JV
Subsidiary Guarantee™) and each Restricted Subsidiary of such JV Subsidiary Guarantor that is
not organized under the laws of the PRC (other than Exempted Subsidiaries), 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 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 such JV Subsidiary Guarantees are valid, binding and enforceable against the JV
Subsidiary Guarantors providing such JV Subsidiary Guarantees (subject to customary
qualifications and assumptions).

As of December 31, 2021, the Company and its consolidated subsidiaries had total indebtedness
(including current and non-current interest-bearing bank and other borrowings and senior notes) of RMB11,225.1
million (US$1,761.5 million), of which approximately RMB8,591.6 million (US$1,348.2 million) was secured.

As of December 31, 2021, the Non-Guarantor Subsidiaries had total indebtedness of approximately
RMB28,333.2 million (US$4,443.9 million) and the Non-Guarantor Subsidiaries had capital commitments of
approximately RMB4,395.8 million (US$689.5 million) and contingent liabilities of approximately
RMB12,808.7 million (US$2,009.0 million).

The Subsidiary Guarantee of each Subsidiary Guarantor:

* is a general obligation of such Subsidiary Guarantor;

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

e is senior in right of payment to all future obligations of such Subsidiary Guarantor expressly
subordinated in right of payment to such Subsidiary Guarantee;
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* ranks at least pari passu with all other unsecured, unsubordinated Indebtedness of such Subsidiary
Guarantor (subject to any priority rights of such unsecured, unsubordinated Indebtedness pursuant
to applicable law); and

o effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries.
If any is provided, the JV Subsidiary Guarantee of each JV Subsidiary Guarantor:

* will be a general obligation of such JV Subsidiary Guarantor;

* will be enforceable only up to the JV Entitlement Amount;

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

e 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;

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

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

The Company will cause each of its future Restricted Subsidiaries (other than Persons organized under
the laws of the PRC, Exempted Subsidiaries or Listed Subsidiaries), as soon as practicable after it becomes a
Restricted Subsidiary 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, the Company may elect to have any future Restricted Subsidiary (and its
Restricted Subsidiaries) organized outside the PRC not provide a Subsidiary Guarantee or JV Subsidiary
Guarantee at the time such entity becomes a Restricted Subsidiary or ceases to be an Exempted Subsidiary or a
Listed Subsidiary (the “New Non-Guarantor Subsidiaries” and, together with the Initial Non-Guarantor
Subsidiaries, the “Other Non-Guarantor Subsidiaries”), 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 or Listed Subsidiaries) that are not Subsidiary Guarantors or JV
Subsidiary Guarantors do not account for more than 15.0% of Total Assets as of the date such Person becomes
a Restricted Subsidiary or ceases to be an Exempted Subsidiary or a Listed Subsidiary.

Each Restricted Subsidiary that guarantees the Notes after the Original Issue Date other than a JV
Subsidiary Guarantee 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, 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.

Under the Indenture, and any supplemental indenture to the Indenture, as applicable, each of the
Subsidiary Guarantors and JV Subsidiary Guarantors (if any) will jointly and severally guarantee the due and
punctual payment of the principal of, premium, if any, and interest on, and all other amounts payable under, the
Notes; provided that any JV Subsidiary Guarantee will be limited to the JV Entitlement Amount. The Subsidiary
Guarantors and the JV Subsidiary Guarantors will (1) agree that their respective obligations under the Subsidiary
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Guarantees and the JV Subsidiary Guarantees, as the case may be, will be enforceable irrespective of any
invalidity, irregularity or unenforceability of the Notes or the Indenture and (2) waive their right to require the
Trustee to pursue or exhaust its legal or equitable remedies against the 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 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

e each JV Subsidiary Guarantee will be limited to an amount which is the lower of (i) the JV
Entitlement Amount and (ii) an amount not to exceed the maximum amount that can be guaranteed
by the applicable JV Subsidiary Guarantor without rendering the JV Subsidiary Guarantee, as it
relates to such JV Subsidiary Guarantor, voidable under applicable law relating to fraudulent
conveyance or fraudulent transfer or similar laws affecting the rights of creditors generally.

If a Subsidiary Guarantee or a JV Subsidiary Guarantee were to be rendered voidable, it could be
subordinated by a court to all other Indebtedness (including guarantees and other contingent liabilities) of the
applicable Subsidiary Guarantor or JV Subsidiary Guarantor, as the case may be, and, depending on the amount
of such Indebtedness, a Subsidiary Guarantor’s liability on its Subsidiary Guarantee or a JV Subsidiary
Guarantor’s liability on its JV Subsidiary Guarantee, as the case may be, could in each case be reduced to zero.

The obligations of each Subsidiary Guarantor under its Subsidiary Guarantee 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
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.”

Release of the Subsidiary Guarantees and 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:

e upon repayment in full of the Notes;
* upon a defeasance as described under “— 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; or

e upon the sale, disposition or merger of a Subsidiary Guarantor or a JV Subsidiary Guarantor, as the
case may be, in compliance with the terms of the Indenture (including the covenants described under
“— Certain Covenants — Limitation on Sales and Issuances of Capital Stock in Restricted
Subsidiaries,” “— Certain Covenants — Limitation on Asset Sales” and “— Consolidation, Merger
and Sale of Assets”) resulting in such Subsidiary Guarantor or JV Subsidiary Guarantor, as the case
may be, no longer being a Restricted Subsidiary, so long as (1) such Subsidiary Guarantor or JV
Subsidiary Guarantor, as the case may be, is simultaneously released from its obligations in respect
of any of the Company’s other Indebtedness or any Indebtedness of any other Restricted Subsidiary
and (2) the proceeds from such sale, disposition or merger are used for the purposes permitted or
required by the Indenture;
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* in the case of a Subsidiary Guarantee, upon the replacement of a Subsidiary Guarantee with a JV
Subsidiary Guarantee in compliance with the terms of the Indenture; or

* in the case of a Subsidiary Guarantor or JV Subsidiary Guarantor that becomes an Other
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 organized outside the PRC, and upon such release
such Subsidiary Guarantor and its Restricted Subsidiaries organized outside the PRC (other than existing
Non-Guarantor 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 Restricted
Subsidiaries organized outside the PRC (other than Exempted Subsidiaries or Listed Subsidiaries) that are not
Subsidiary Guarantors or JV Subsidiary Guarantors (including such Other Non-Guarantor Subsidiaries) do not
account for more than 15.0% 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.

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 Officer’s Certificate stating that all requirements relating to such release have been complied
with and that such release is authorized and permitted by 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 such JV Subsidiary Guarantee or (c) requiring the Company
or such Restricted Subsidiary 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;

e 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;

e concurrently with the release of such Subsidiary Guarantee, the Company shall or shall cause such
JV Subsidiary Guarantor to deliver to the Trustee:

(i) (A) a duly executed JV Subsidiary Guarantee of such JV Subsidiary Guarantor and each
Restricted Subsidiary of such JV Subsidiary Guarantor that is not organized under the laws of
the PRC, 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;
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(i1) an Officers’ Certificate certifying a copy of a Board Resolution to the effect that such JV
Subsidiary Guarantee has been approved by a majority of the disinterested members of the
Board of Directors; and

(iii) 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 the
covenants described under “— Certain Covenants — Limitation on Asset Sales” and “— Certain Covenants —
Limitation on Restricted Payments.”

Any Net Cash Proceeds from the sale of such Capital Stock shall be applied by the Company (or any
Restricted Subsidiary) in accordance with the “Limitation on Asset Sales” covenant.

As of the date of the Indenture, all of the Company’s Subsidiaries will be “Restricted Subsidiaries.”
However, under the circumstances described under “— Certain Covenants — Designation of Restricted and
Unrestricted Subsidiaries,” the Company will be permitted to designate certain of its 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
JV Subsidiary Guarantees) 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 by the covenant described under “— Certain
Covenants — Limitation on Indebtedness and Preferred Stock.”

MANDATORY REDEMPTION

On October 18, 2022, the Company shall redeem the Notes in the principal amount equal to the amount
of the accrued and unpaid interest, from (and including) January 22, 2022 to (but excluding) the Original Issue
Date, on the aggregate principal amount of the Existing Notes validly tendered and accepted for exchange
pursuant to the Exchange Offer set forth in the exchange offer memorandum of the Company dated July 8, 2022
(as amended, supplemented or modified as of the Original Issue Date), and the accrued and unpaid interest on
such Notes from (and including) the Original Issue Date to (but excluding) October 18, 2022.

A Note of US$150,000 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 cancellation 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.

Neither the Trustee nor the Paying Agent is responsible for calculating or verifying any amount payable
under “Mandatory Redemption.”

OPTIONAL REDEMPTION
At any time and from time to time prior to the Stated Maturity of the Notes, the Company may at its

option redeem the Notes, in whole or in part, at a redemption price equal to 100% of the principal amount of the
Notes to be redeemed, plus accrued and unpaid interest, if any, to (but not including) the redemption date.
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Selection and Notice

The Company will give not less than 30 days’ nor more than 60 days’ notice of any redemption to the
Holders 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 the clearing
systems, in compliance with the requirements of the principal national securities exchange on which
the Notes are listed and/or the requirements of the clearing systems, as applicable; or

(2) if the Notes are not listed on any national securities exchange and/or held through the clearing
systems, on a pro rata basis by lot or by such other method as the Trustee in its sole and absolute
discretion shall deem to be fair and appropriate, unless otherwise required by law.

A Note of US$150,000 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 cancellation 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.

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 such
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.

130



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.

Neither the Trustee nor the Agents shall 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 or may occur and shall not be liable
to any person for any failure to do so. The Trustee and the Agents shall be entitled to assume that no such event
has occurred until it has received written notice to the contrary from the Company. Neither the Trustee nor the
Agents shall be required to take any steps to ascertain whether the condition for the exercise of the rights herein
has occurred. The Trustee 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 any failure by it to do so.
The Trustee and the Agents 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 SINKING FUND
There will be no sinking fund payments for the Notes.
ADDITIONAL AMOUNTS

All payments of principal of, and premium (if any) and interest on the Notes or under the Subsidiary
Guarantees and 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 “— 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, the PRC (each, as applicable, a “Relevant Jurisdiction”), or any jurisdiction through which payments
are made, 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:

(i) the existence of any present or former connection between the Holder or beneficial owner
of such Note and the Relevant Jurisdiction or the jurisdiction through which payments are
made, 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
Relevant Jurisdiction or treated as a resident thereof or being or having been physically
present or engaged in a trade or business therein or having or having had a permanent
establishment therein;

(i1) the presentation of such Note (in cases in which presentation is required) more than 30 days
after the later of the date on which the payment of the principal of, premium, if any, and
interest on, such Note became due and payable pursuant to the terms thereof or was made
or duly provided for, except to the extent that the Holder thereof would have been entitled
to such Additional Amounts if it had presented such Note for payment on any date within
such 30-day period;
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(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 Relevant Jurisdiction or the
jurisdiction through which payments are made, 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
Relevant Jurisdiction or the jurisdiction through which payments are made, unless such Note
could not have been presented for payment elsewhere;

(b) any estate, inheritance, gift, sale, transfer, personal property or similar tax, assessment or other
governmental charge;

(c) any tax, assessment 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);

(d) any tax, assessment, withholding or deduction required by sections 1471 through 1474 of the
Internal Revenue Code of 1986, as amended (“FATCA”), any current or future Treasury
Regulations or rulings promulgated thereunder, any law, regulation or other official guidance
enacted in any jurisdiction implementing FATCA, any intergovernmental agreement between the
United States and any other jurisdiction to implement FATCA, or any agreement with the U.S.
Internal Revenue Service under FATCA; or

(e) any combination of taxes, duties, assessments or other governmental charges referred to in the
preceding clauses (a), (b), (c) and (d); or

(2) to a Holder that is a fiduciary, partnership or person other than the sole beneficial owner of any
payment to the extent that such payment would be required to be included in the income under the
laws of a Relevant Jurisdiction or the jurisdiction through which payments are made, for tax
purposes, of a beneficiary or settlor with respect to the fiduciary, or a member of that partnership
or a beneficial owner who would not have been entitled to such Additional Amounts had that
beneficiary, settlor, partner or beneficial owner been the Holder thereof.

Whenever there is mentioned in any context the payment of principal of, and any premium or interest
on, any Note or under 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 and the Trustee 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 or Trustee will not be obligated to pay any Additional Amount to the recipient unless such
an Additional Amount is received by the Paying and Transfer Agent or the Trustee in accordance with the
Indenture.

REDEMPTION FOR TAXATION REASONS

The Notes may be redeemed, at the option of the Company or a Surviving Person with respect to the
Company, as a whole but not in part, upon giving not less than 30 days’ nor more than 60 days’ notice to the
Holders (which notice shall be irrevocable) and the Trustee, at a redemption price equal to 100% of the principal
amount thereof, together with accrued and unpaid interest (including any Additional Amounts), if any, to the date
fixed by the Company or the Surviving Person, as the case may be, for redemption (the “Tax Redemption Date”)
if, as a result of:

(I) any change in, or amendment to, the laws (or any regulations or rulings promulgated thereunder) of
a Relevant Jurisdiction affecting taxation; or
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(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 is proposed and 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, a 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, a Subsidiary Guarantor or a 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, the Surviving Person, a Subsidiary Guarantor or a 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, the 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 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, Subsidiary Guarantor
or 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 of Counsel 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, and will not be responsible
for any loss occasioned by acting in reliance on such certificate and opinion, and is not obligated to investigate
or verify any information in such certificate and opinion.

Any Notes that are redeemed will be cancelled.
CERTAIN COVENANTS

Set forth below are summaries of certain covenants contained in the Indenture.
Limitation on Indebtedness and Preferred Stock

(1) The Company will not, and will not permit any Restricted Subsidiary to, Incur any Indebtedness
(including Acquired Indebtedness), and the Company will not permit any Restricted Subsidiary to
issue Preferred Stock, provided that the Company, 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 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 not be 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 of Restricted Subsidiaries held by the
Company or a Subsidiary Guarantor, so long as it is so held).

(2) 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 Guarantees;
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(c)

(d)

(e)

()

(2)

(h)

Indebtedness of the Company or any Restricted Subsidiary outstanding on the Original Issue
Date excluding Indebtedness permitted under clause (d) below; provided that such Indebtedness
of Non-Guarantor Subsidiaries shall be included in the calculation of Permitted Subsidiary
Indebtedness;

Indebtedness of the Company or any Restricted Subsidiary owed to 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 (ii) if the
Company is the obligor on such Indebtedness, such Indebtedness must expressly be
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 the Company is not the obligee, such
Indebtedness must be expressly 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;

Indebtedness of the Company or any Restricted Subsidiary (“Permitted Refinancing
Indebtedness™) issued in exchange for, or the net proceeds of which are used to refinance or
refund, replace, exchange, renew, repay, defease, discharge or extend (collectively, “refinance”
and “refinances” and “refinanced” shall have a correlative meaning), then outstanding
Indebtedness Incurred under the immediately preceding paragraph (1) or clauses (a), (b), (c),
(h), (p), (q), (1), (s), (u), (v), (W) or (x) of this paragraph (2) and any refinancings thereof in an
amount not to exceed the amount so refinanced (plus premiums, accrued interest, fees and
expenses); provided that (i) Indebtedness the proceeds of which are used to refinance the Notes
or Indebtedness that is pari passu with, or subordinated in right of payment to, the Notes 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, 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 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, 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, any Subsidiary Guarantor or any
JV Subsidiary Guarantor be refinanced pursuant to this clause by means of any Indebtedness of
any Restricted Subsidiary that is not a Subsidiary Guarantor or a JV Subsidiary Guarantor, 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 designed to reduce or manage the exposure of the Company or any Restricted
Subsidiary to fluctuations in commodity prices, interest rates or foreign currency exchange
rates;

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
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(k)

M

through the acquisition of Capital Stock of any Person that owns such real or personal property
or equipment which will, upon acquisition, become a Restricted Subsidiary, or (y) all or any part
of the purchase price or the cost of development, construction or improvement of 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 a Permitted
Business; provided that, in the case of clauses (x) and (y), (A) the aggregate principal amount
of such Indebtedness shall not exceed such purchase price or cost, (B) such Indebtedness shall
be Incurred no later than 180 days after the acquisition of such asset, 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 sum of (1) the aggregate
principal amount outstanding of all such Indebtedness permitted by this clause (h) (together with
refinancings thereof, but excluding any Contractor Guarantee Incurred under this clause (h) to
the extent the amount of such Contractor Guarantee is otherwise reflected in such aggregate
principal amount) plus (2) the aggregate amount outstanding of all Indebtedness permitted and
then outstanding under clauses (p), (q), (r), (u), (v), (w) and (x) below (together with any
refinancings thereof) does not exceed an amount equal to 25.0% 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 by the Company or
any Restricted Subsidiary 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;

(m) (i) Guarantees by the Company or any Subsidiary Guarantor of Indebtedness of the Company

(n)

or any Restricted Subsidiary that was permitted to be Incurred by another provision of this
covenant (ii) Guarantees by any Restricted Subsidiary of Indebtedness of another Restricted
Subsidiary that was permitted to be Incurred by another provision of this covenant or (iii)
Guarantees by any JV Subsidiary Guarantor of Indebtedness of any other JV Subsidiary
Guarantor that is a direct or indirect Subsidiary or parent of such JV Subsidiary Guarantor,
which Indebtedness was permitted to be Incurred by another provision of this covenant;

Indebtedness of the Company or any Restricted Subsidiary maturing within one year 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$30.0 million (or the Dollar Equivalent thereof);
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(0)

(p)

(Q)

(1)

(s)

(t

(u)

Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to pay the
deferred purchase price of Capital Stock of a Restricted Subsidiary 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;

Indebtedness Incurred or Preferred Stock issued by the Company or any Restricted Subsidiary
arising from any Investment made by a Trust Company Investor in a Restricted Subsidiary;
provided that, on the date of Incurrence of all such Indebtedness or issuance of such Preferred
Stock and after giving effect thereto, the sum of (1) the aggregate amount outstanding of all
Indebtedness and Preferred Stock permitted under this clause (p) plus (2) the aggregate principal
amount outstanding of all Indebtedness permitted under clause (h) above and clauses (q), (r),
(u), (v), (w) and (x) below (together with refinancings thereof, but excluding any Contractor
Guarantee Incurred under clause (h) above to the extent the amount of such Contractor
Guarantee is otherwise reflected in such aggregate principal amount) does not exceed an amount
equal to 25.0% of Total Assets;

Bank Deposit Secured Indebtedness Incurred by the Company or any Restricted Subsidiary;
provided that, on the date of the Incurrence of such Indebtedness and after giving effect thereto,
the sum of (1) the aggregate principal amount outstanding of all such Indebtedness Incurred
pursuant to this clause (q) (together with any refinancings thereof), plus (2) the aggregate
principal amount outstanding of all such Indebtedness Incurred pursuant to clauses (h) and (p)
above and clauses (r), (u), (v), (w) and (x) below (together with any refinancings thereof, but
excluding any Contractor Guarantee Incurred under clause (h) above to the extent the amount
of such Contractor Guarantee is otherwise reflected in such aggregate principal amount), does
not exceed an amount equal to 25.0% of Total Assets;

Indebtedness Incurred by any Restricted Subsidiary which is secured by Investment Properties;
provided that, on the date of the Incurrence of all such Indebtedness and after giving effect
thereto, the sum of (1) aggregate principal amount outstanding of all such Indebtedness Incurred
pursuant to this clause (r) (together with any refinancings thereof), plus (2) the aggregate
principal amount outstanding of all such Indebtedness Incurred pursuant to clauses (h), (p) and
(q) above and clauses (u), (v), (w) and (x) below (together with any refinancings thereof, but
excluding any Contractor Guarantee Incurred under clause (h) above to the extent the amount
of such Contractor Guarantee is otherwise reflected in such aggregate principal amount), does
not exceed an amount equal to 25.0% of Total Assets;

Indebtedness of the Company or any Restricted Subsidiary in an aggregate principal amount
outstanding at any time (together with refinancings thereof) not to exceed US$20.0 million (or
the Dollar Equivalent thereof);

Indebtedness Incurred by the Company or a Restricted Subsidiary constituting a Subordinated
Shareholder Loan;

Indebtedness Incurred by the Company or any Restricted Subsidiary constituting a Guarantee of
Indebtedness of any Person (other than the Company or a Restricted Subsidiary) by the
Company or such Restricted Subsidiary; provided that, on the date of the Incurrence of all such
Indebtedness and after giving effect thereto, (1) the aggregate principal amount outstanding of
all such Indebtedness Incurred under this clause (u) (together with any refinancings thereof),
plus (2) the aggregate principal amount outstanding of all Indebtedness Incurred pursuant to
clauses (h), (p) and (q) above and clauses (v), (w) and (x) below (together with any refinancings
thereof, but excluding any Contractor Guarantee Incurred under clause (h) to the extent the
amount of such Contractor Guarantee is otherwise reflected in such aggregate principal amount),
does not exceed an amount equal to 25.0% of Total Assets;
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(v) Acquired Indebtedness of any Restricted Subsidiary Incurred and outstanding on the date on
which such Person becomes a Restricted Subsidiary (other than Indebtedness Incurred (A) to
provide all or any portion of the funds utilized to consummate the transaction or series of
transactions pursuant to which a Person becomes a Restricted Subsidiary or (B) otherwise in
contemplation of a Person becoming a Restricted Subsidiary or any such acquisition); provided
that, on the date of the Incurrence of all such Indebtedness and after giving effect thereto, (1)
the aggregate principal amount outstanding of all such Indebtedness Incurred under this clause
(v) (together with any refinancings thereof), plus (2) the aggregate principal amount outstanding
of all Indebtedness Incurred pursuant to clauses (h), (p), (q) and (u) above and clauses (w) and
(x) below (together with any refinancings thereof, but excluding any Contractor Guarantee
Incurred under clause (h) to the extent the amount of such Contractor Guarantee is otherwise
reflected in such aggregate principal amount) does not exceed an amount equal to 25.0% of Total
Assets;

(w) Indebtedness Incurred by the Company or any Restricted Subsidiary under Credit Facilities;
provided that, on the date of the Incurrence of all such Indebtedness and after giving effect
thereto, (1) the aggregate principal amount outstanding of all such Indebtedness Incurred under
this clause (w) (together with any refinancings thereof), plus (2) the aggregate principal amount
outstanding of all Indebtedness Incurred pursuant to clauses (h), (p), (q), (u) and (v) above and
clause (x) below (together with any refinancings thereof, but excluding any Contractor
Guarantee Incurred under clause (h) to the extent the amount of such Contractor Guarantee is
otherwise reflected in such aggregate principal amount) does not exceed an amount equal to
25.0% of Total Assets; and

(x) Indebtedness of the Company or any Restricted Subsidiary constituting an obligation to pay the
deferred purchase price of Capital Stock of a Person pursuant to a Minority Interest Staged
Acquisition Agreement, to the extent that such deferred purchase price is paid within 12 months
after the date the Company or such Restricted Subsidiary enters into and becomes obligated to
pay such deferred purchase price pursuant to such Minority Interest Staged Acquisition
Agreement; provided that, on the date of the Incurrence of such Indebtedness and after giving
effect thereto, the sum of (1) the aggregate principal amount outstanding of all such
Indebtedness Incurred pursuant to this clause (x) (together with any refinancings thereof), plus
(2) the aggregate principal amount outstanding of all Indebtedness Incurred pursuant to clauses
(h), (p), (q), (u), (v) and (w) above (together with any refinancings thereof, but excluding any
Contractor Guarantee Incurred under clause (h) to the extent the amount of such Contractor
Guarantee is otherwise reflected in such aggregate principal amount) does not exceed an amount
equal to 25.0% of Total Assets.

(3) For purposes of determining compliance with this “Limitation on Indebtedness and Preferred Stock”
covenant, in the event that an item of Indebtedness or Preferred Stock meets the criteria of more than
one of the types of Indebtedness or Preferred Stock described above, including under the proviso in
paragraph (1) above, the Company, in its sole discretion, shall classify, and from time to time may
reclassify, such item of Indebtedness or Preferred Stock as one or more of such types.

(4) Notwithstanding any other provision of this covenant, the maximum amount of Indebtedness that
may be Incurred or Preferred Stock that may be issued pursuant to this covenant will not be deemed
to be exceeded with respect to any outstanding Indebtedness due solely to the result of fluctuations
in the exchange rates of currencies.

Limitation on Restricted Payments

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly (the
payments or any other actions described in clauses (1) through (4) below being collectively referred to as
“Restricted Payments”™):

(1) declare or pay any dividend or make any distribution on or with respect to the Company’s or any
Restricted Subsidiary’s Capital Stock (other than dividends or distributions payable or paid solely
in shares of the Company’s or any Restricted Subsidiary’s Capital Stock (other than Disqualified
Stock or Preferred Stock) or in options, warrants or other rights to acquire shares of such Capital
Stock) held by Persons other than the Company or any Restricted Subsidiary;
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(2)

(3)

(4)

purchase, call for redemption or redeem, retire or otherwise acquire for value any shares of Capital
Stock of the Company or any Restricted Subsidiary (including options, warrants or other rights to
acquire such shares of Capital Stock) or any direct or indirect parent of the Company held by any
Persons other than the Company or any Restricted Subsidiary other than the purchase of Capital
Stock of a Restricted Subsidiary pursuant to a Staged Acquisition Agreement;

make any voluntary or optional principal payment, or voluntary or optional redemption, repurchase,
defeasance, or other acquisition or retirement for value, of Indebtedness that is subordinated in right
of payment to the Notes or any Subsidiary Guarantee or JV Subsidiary Guarantee (excluding any
intercompany Indebtedness between or among the Company and any Restricted Subsidiary); or

make any Investment, other than a Permitted Investment;

if, at the time of, and after giving effect to, the proposed Restricted Payment:

(a)

(b)

(©

a Default has occurred and is continuing or would occur as a result of such Restricted Payment;

the Company could not Incur at least US$1.00 of Indebtedness under the proviso in paragraph (1)
of the covenant described under “— Limitation on Indebtedness and Preferred Stock™;

such Restricted Payment, together with the aggregate amount of (1) all Restricted Payments made
by the Company and its Restricted Subsidiaries after the Original Issue Date and (2) all payments
made by the Company and its Restricted Subsidiaries after the Measurement Date but on or before
the Original Issue Date that would have been Restricted Payments had they been made after the
Original Issue Date (in each case, excluding those payments permitted by clauses (2), (3), (4), (5),
(6) and (7)) of the immediately following paragraph), shall exceed the sum (without duplication) of:

(i) 50% of the aggregate amount of the Consolidated Net Income of the Company (or, if the
Consolidated Net Income is a loss, minus 100% of the amount of such loss) accrued on a
cumulative basis during the period (taken as one accounting period) beginning on the first day
of the fiscal quarter during which the Measurement Date occurs and ending on the last day of
the Company’s most recently ended fiscal quarter for which consolidated financial statements
of the Company (which the Company shall use its reasonable best efforts to compile in a timely
manner) are available (which may include internal consolidated financial statements); plus

(i1) 100% of the aggregate Net Cash Proceeds received by the Company after the Measurement Date
as a capital contribution to its common equity or from the issuance and sale of its Capital Stock
(other than Disqualified Stock) to a Person who is not a Restricted Subsidiary of the Company,
including any such Net Cash Proceeds received upon (A) the conversion of any Indebtedness
(other than Subordinated Indebtedness) of the Company into Capital Stock (other than
Disqualified Stock) of the Company, or (B) the exercise by a Person who is not a Restricted
Subsidiary of the Company of any options, warrants or other rights to acquire Capital Stock of
the Company (other than Disqualified Stock) in each case excluding the amount of any such Net
Cash Proceeds used to redeem, repurchase, defease or otherwise acquire or retire for value any
Subordinated Indebtedness or Capital Stock of the Company; plus

(iii) the amount by which Indebtedness of the Company or any Restricted Subsidiary is reduced on
the Company’s consolidated balance sheet upon the conversion or exchange (other than by a
Restricted Subsidiary of the Company) subsequent to the Measurement Date of any
Indebtedness of the Company or any Restricted Subsidiary convertible or exchangeable into
Capital Stock (other than Disqualified Stock) of the Company (less the amount of any cash, or
the Fair Market Value of any other property, distributed by the Company upon such conversion
or exchange); plus

(iv) an amount equal to the net reduction in Investments (other than reductions in Permitted

Investments) that were made after the Measurement Date in any Person resulting from (A)
payments of interest on Indebtedness, dividends or repayments of loans or advances by such
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Person, in each case to the Company or any Restricted Subsidiary (except, in each case, to the
extent any such payment or proceeds are included in the calculation of Consolidated Net
Income) after the Measurement Date, (B) the unconditional release of a Guarantee provided by
the Company or a Restricted Subsidiary after the Measurement Date of an obligation of another
Person, (C) to the extent that an Investment made after the Measurement Date was, after such
date, or is sold or otherwise liquidated or repaid for cash, the lesser of (x) cash return of capital
with respect to such Investment (less the cost of disposition, if any) and (y) the initial amount
of such Investment, or (D) from redesignations of Unrestricted Subsidiaries as Restricted
Subsidiaries, not to exceed, in each case, the amount of Investments (other than Permitted
Investments) made by the Company or a Restricted Subsidiary after the Measurement Date in
any such Person; plus

(v) US$20.0 million (or the Dollar Equivalent thereof).

The foregoing provision shall not be violated by reason of:

(1)

(2)

(3)

(4)

(%)

(6)

the payment of any dividend or redemption of any Capital Stock within 60 days after the related date
of declaration or call for redemption if, at said date of declaration or call for redemption, such
payment or redemption would comply with the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of Subordinated
Indebtedness of the Company or any Subsidiary Guarantor or JV Subsidiary Guarantor with the Net
Cash Proceeds of, or in exchange for, a substantially concurrent Incurrence of Permitted Refinancing
Indebtedness;

the redemption, repurchase or other acquisition of Capital Stock of the Company or any Subsidiary
Guarantor or JV Subsidiary Guarantor (or options, warrants or other rights to acquire such Capital
Stock) in exchange for, or out of the Net Cash Proceeds of a substantially concurrent capital
contribution or sale (other than to a Restricted Subsidiary of the Company) of, shares of Capital
Stock (other than Disqualified Stock) of the Company or any Subsidiary Guarantor or JV Subsidiary
Guarantor (or options, warrants or other rights to acquire such Capital Stock); provided that the
amount of any such Net Cash Proceeds that are utilized for any such Restricted Payment will be
excluded from clause (c)(ii) of the preceding paragraph;

the redemption, repurchase, defeasance or other acquisition or retirement for value of Subordinated
Indebtedness of the Company or any Subsidiary Guarantor or JV Subsidiary Guarantor in exchange
for, or out of the Net Cash Proceeds of, a substantially concurrent capital contribution or sale (other
than to a Subsidiary of the Company) of, shares of Capital Stock (other than Disqualified Stock) of
the Company or any Subsidiary Guarantor or JV Subsidiary Guarantor (or options, warrants or other
rights to acquire such Capital Stock); provided that the amount of any such Net Cash Proceeds that
are utilized for any such Restricted Payment will be excluded from clause (c)(ii) of the preceding
paragraph,;

the payment of any dividends or distributions declared, paid or made by a Restricted Subsidiary
payable, on a pro rata basis or on a basis more favorable to the Company, to all holders of any class
of Capital Stock of such Restricted Subsidiary;

the repurchase, redemption or other acquisition or retirement for value of the Capital Stock of the
Company or any Restricted Subsidiary (directly or indirectly, including through any trustee, agent
or nominee) in connection with an employee benefit plan, and any corresponding Investment by the
Company or any Restricted Subsidiary in any trust or similar arrangements to the extent of such
repurchased, redeemed, acquired or retired Capital Stock, or (B) the repurchase, redemption or other
acquisition or retirement for value of any Capital Stock of the Company or any Restricted Subsidiary
held by an employee benefit plan of the Company or any Restricted Subsidiary, any current or
former officer, director, consultant, or employee of the Company or any Restricted Subsidiary (or
permitted transferees, estates or heirs of any of the foregoing); provided that the aggregate
consideration paid for all such repurchased, redeemed, acquired or retired Capital Stock for any
fiscal year shall not exceed US$2.0 million (or the Dollar Equivalent thereof using the Original Issue
Date as the date of determination);
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(7) repurchases of Capital Stock deemed to occur upon the exercise of stock options if such Capital
Stock represents a portion of the exercise price thereof;

(8) dividends or other distributions paid to, or the purchase of Capital Stock of any Restricted
Subsidiary held by, any Trust Company Investor in respect of any Indebtedness or Preferred Stock
outstanding on the Original Issue Date or permitted to be Incurred or issued under clause (2)(p) of
the covenant described under the caption “— Limitation on Indebtedness and Preferred Stock”;

(9) cash payments in lieu of the issuance of fractional shares in connection with the exercise of warrants,
options or other securities convertible into or exchangeable for Capital Stock of the Company;
provided that any such cash payment shall not be for the purpose of evading the limitation of this
“Limitation on Restricted Payments” covenant (as determined in good faith by the Board of
Directors of the Company);

(10) the purchase by the Company or a Restricted Subsidiary of Capital Stock of any Restricted
Subsidiary that is not Wholly Owned, directly or indirectly, by the Company from an Independent
Third Party pursuant to an agreement entered into between/among the Company or any Restricted
Subsidiary and such Independent Third Party solely for the purpose of acquiring real property or
land use rights, provided that (A) such purchase occurs within 12 months after such Restricted
Subsidiary acquires the real property or land use rights it was formed to acquire and (B) the
Company delivers to the Trustee a Board Resolution set forth in an Officers’ Certificate confirming
that, in the opinion of the Board of Directors, the purchase price of such Capital Stock is less than
or equal to the Fair Market Value of such Capital Stock;

(11) the payment of any dividend or distribution payable or paid solely in Capital Stock (other than
Disqualified Stock or Preferred Stock) of any Unrestricted Subsidiary or in options, warrants or
other rights to acquire shares of such Capital Stock;

(12) the declaration and payment of dividends on, or the repurchase or redemption of, the Capital Stock
of the Company by the Company announced in 2021 with respect to the fiscal year ended December
31, 2020 based on the consolidated financial statements of the Company of such fiscal year, to the
extent such declaration, payment, repurchase or redemption does not exceed 20% of profit for the
year of the Company for the fiscal year ended December 31, 2020 or, with respect to any fiscal year
ending after 2021, in an aggregate amount not to exceed 20% of profit for the year of the Company
based on the consolidated financial statements of the Company in the immediately prior fiscal year;

(13) the purchase of Capital Stock of a Person, and payments made, pursuant to a Minority Interest
Staged Acquisition Agreement, provided that on the date that such Minority Staged Acquisition
Agreement was entered into, such payments would have complied with clauses (a) and (c) of the
preceding paragraph; or

(14) the distribution or payments of Securitization Fees in connection with Receivable Financing
permitted under the Indenture,

provided that, in the case of clause (2), (3) or (4) of the preceding paragraph, no Default shall have occurred and
be continuing or would occur as a consequence of the actions or payments set forth therein.

The amount of any Restricted Payments (other than cash) will be the Fair Market Value on the date of
the Restricted Payment of the asset(s) or securities proposed to be transferred or issued by the Company or the
Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment. The value of any assets or
securities that are required to be valued by this covenant will be the Fair Market Value. The Board of Directors’
determination of the Fair Market Value of a Restricted Payment or any such assets or securities (other than any
Restricted Payment set forth in clauses (5) through (14) above) must be based upon an opinion or appraisal issued
by an appraisal or investment banking firm of recognized international standing if the Fair Market Value exceeds
US$10.0 million (or the Dollar Equivalent thereof).

Not later than the date of making any Restricted Payment in excess of US$10.0 million (or the Dollar
Equivalent thereof) (other than any Restricted Payments set forth in clauses (5) through (14) above), the
Company will deliver to the Trustee an Officers’ Certificate stating that such Restricted Payment is permitted and
setting forth the basis upon which the calculations required by this “— Limitation on Restricted Payments”
covenant were computed, together with a copy of any fairness opinion or appraisal required by the Indenture.
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Limitation on Dividend and Other Payment Restrictions Affecting Restricted Subsidiaries

(1) Except as provided below, the Company will not, and will not permit any Restricted Subsidiary to,
create or otherwise cause or permit to exist or become effective any encumbrance or restriction on
the ability of any Restricted Subsidiary to:

(a) pay dividends or make any other distributions on any Capital Stock of such Restricted
Subsidiary owned by the Company or any other Restricted Subsidiary;

(b) pay any Indebtedness or other obligation owed to the Company or any other Restricted
Subsidiary;

(c) make loans or advances to the Company or any other Restricted Subsidiary; or

(d) sell, lease or transfer any of its property or assets to the Company or any other Restricted
Subsidiary;

provided that for the avoidance of doubt the following shall not be deemed to constitute such an
encumbrance or restriction: (i) the priority of any Preferred Stock in receiving dividends or
liquidating distributions prior to dividends or liquidating distributions being paid on Common Stock;
(ii) the subordination of loans or advances made to the Company or any Restricted Subsidiary to
other Indebtedness Incurred by the Company or any Restricted Subsidiary; and (iii) the provisions
contained in documentation governing Indebtedness requiring transactions between or among the
Company and any Restricted Subsidiary or between or among any Restricted Subsidiary to be on fair
and reasonable terms or on an arm’s length basis.

(2) The provisions of paragraph (1) do not apply to any encumbrances or restrictions:

(a) existing in agreements as in effect on the Original Issue Date, or in the Notes, the Subsidiary
Guarantees, the JV Subsidiary Guarantees or the Indenture or under any Pari Passu Guarantee
or any Indebtedness of the Company, any Subsidiary Guarantor or any JV Subsidiary Guarantor
Guaranteed by any Pari Passu Guarantee, and any extensions, refinancings, renewals or
replacements of any of the foregoing agreements; provided that the encumbrances and
restrictions in any such extension, refinancing, renewal or replacement, taken as a whole, are no
more restrictive in any material respect to the Holders than those encumbrances or restrictions
that are then in effect and that are being extended, refinanced, renewed or replaced;

(b) existing under or by reason of applicable law, rule, regulation or order;

(c) with respect to any Person or the property or assets of such Person acquired by the Company
or any Restricted Subsidiary, existing at the time of such acquisition and not incurred in
contemplation thereof, which encumbrances or restrictions are not applicable to any Person or
the property or assets of any Person other than such Person or the property or assets of such
Person so acquired, and any extensions, refinancings, renewals or replacements thereof;
provided that the encumbrances and restrictions in any such extension, refinancing, renewal or
replacement, taken as a whole, are no more restrictive in any material respect to the Holders than
those encumbrances or restrictions that are then in effect and that are being extended,
refinanced, renewed or replaced;

(d) that otherwise would be prohibited by the provision described in clause (1)(d) of this covenant
if they arise, or are agreed to, in the ordinary course of business and, that (i) restrict in a
customary manner the subletting, assignment or transfer of any property or asset that is subject
to a lease or license, (ii) exist by virtue of any Lien on, or agreement to transfer, option or
similar right with respect to any property or assets of the Company or any Restricted Subsidiary
not otherwise prohibited by the Indenture, or (iii) do not relate to any Indebtedness, and that do
not, individually or in the aggregate, detract from the value of property or assets of the Company
or any Restricted Subsidiary in any manner material to the Company or any Restricted
Subsidiary;
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(e) with respect to a Restricted Subsidiary and imposed pursuant to an agreement that has been
entered into for the sale or disposition of all or substantially all of the Capital Stock of, or
property and assets of, such Restricted Subsidiary that is permitted by the “— Limitation on
Sales and Issuances of Capital Stock in Restricted Subsidiaries,” “— Limitation on Indebtedness
and Preferred Stock” and “— Limitation on Asset Sales” covenants;

(f) with respect to any Restricted Subsidiary and imposed pursuant to an agreement that has been
entered into for the Incurrence of Indebtedness permitted under the “Limitation on Indebtedness
and Preferred Stock” covenant if, as determined by the Board of Directors, the encumbrances
or restrictions are (i) customary for such types of agreements and (ii) would not, at the time
agreed to, be expected to materially and adversely affect the ability of the Company to make
required payment on the Notes and, with respect to such Indebtedness any extensions,
refinancings, renewals or replacements of any of the foregoing agreements; provided that the
encumbrances and restrictions in any such extension, refinancing, renewal or replacement, taken
as a whole, are no more restrictive in any material respect to the Holders than those
encumbrances or restrictions that are then in effect and that are being extended, refinanced,
renewed or replaced;

(g) existing in customary provisions in joint venture agreements and other similar agreements, to
the extent such encumbrance or restriction relates to the activities or assets of the Company or
a Restricted Subsidiary that is a party to such joint venture and if (as determined in good faith
by the Board of Directors) (i) the encumbrances or restrictions are customary for a joint venture
or similar agreement of that type and (ii) the encumbrances or restrictions would not, at the time
agreed to, be expected to materially and adversely affect (x) the ability of the Company to make
the required payments on the Notes, or (y) any Subsidiary Guarantor or JV Subsidiary Guarantor
to make required payments under its Subsidiary Guarantee or JV Subsidiary Guarantee; or

(h) existing with respect to any Unrestricted Subsidiary or the property or assets of such
Unrestricted Subsidiary that is designated as a Restricted Subsidiary in accordance with the
terms of the Indenture at the time of such designation and not incurred in contemplation of such
designation, which encumbrances or restrictions are not applicable to any Person or the property
or assets of any Person other than such Subsidiary or its subsidiaries or the property or assets
of such Subsidiary or its subsidiaries, and any extensions, refinancing, renewals or replacements
thereof; provided that the encumbrances and restrictions in any such extension, refinancing,
renewal or replacement, taken as a whole, are no more restrictive in any material respect to the
Holders than those encumbrances or restrictions that are then in effect and that are being
extended, refinanced, renewed or replaced.

Limitation on Sales and Issuances of Capital Stock in Restricted Subsidiaries

The Company will not sell, and will not permit any Restricted Subsidiary, directly or indirectly, to issue
or sell any shares of Capital Stock of a Restricted Subsidiary (including options, warrants or other rights to
purchase shares of such Capital Stock) except:

(1)

(2)

(3)

(4)

to the Company or a Wholly Owned Restricted Subsidiary, or in the case of a Restricted Subsidiary
that is not Wholly Owned, pro rata to its shareholders or incorporators or on a basis more favorable
to the Company and its Restricted Subsidiaries;

to the extent such Capital Stock represents director’s qualifying shares or is required by applicable
law to be held by a Person other than the Company or a Wholly Owned Restricted Subsidiary;

the issuance or sale of Capital Stock of a Restricted Subsidiary if, immediately after giving effect
to such issuance or sale, such Restricted Subsidiary would no longer constitute a Restricted
Subsidiary and any remaining Investment in such Person would have been permitted to be made by
the covenant described under “— Limitation on Restricted Payments” if made on the date of such
issuance or sale and provided that the Company complies with the “— Limitation on Asset Sales”
covenant; or

the issuance or sale of Capital Stock of a Restricted Subsidiary (which remains a Restricted
Subsidiary after any such issuance or sale); provided that the Company or such Restricted Subsidiary
applies the Net Cash Proceeds of such issuance or sale in accordance with the “Limitation on Asset
Sales” covenant.
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Limitation on Issuances of Guarantees by Restricted Subsidiaries

The Company will not permit any Restricted Subsidiary which is not a Subsidiary Guarantor or a JV
Subsidiary Guarantor, directly or indirectly, to Guarantee any Indebtedness (“Guaranteed Indebtedness”) of the
Company, any Subsidiary Guarantor or any JV Subsidiary Guarantor, unless (1) (a) such Restricted Subsidiary,
simultaneously executes and delivers a supplemental indenture to the Indenture providing for an unsubordinated
Subsidiary Guarantee (in the case of a Subsidiary Guarantor) or JV Subsidiary Guarantee (in the case of a JV
Subsidiary Guarantor) of payment of the Notes by such Restricted Subsidiary and (b) such Restricted Subsidiary
waives and will not in any manner whatsoever claim or take the benefit or advantage of, any rights of
reimbursement, indemnity or subrogation or any other rights against the Company or any other Restricted
Subsidiary as a result of any payment by such Restricted Subsidiary under its Subsidiary Guarantee or JV
Subsidiary Guarantee, as the case may be, until the Notes have been paid in full or (2) such Guarantee are
permitted by clauses (2)(c), (d) or (q) (in the case of (2)(q), with respect to the Guarantee provided by any
Restricted Subsidiary that is not Subsidiary Guarantor or a JV Subsidiary Guarantor through the pledge of cash
deposits, bank accounts or other assets to secure (or the use of any Guarantee, letter of credit or similar
instrument to Guarantee), directly, or indirectly, any Bank Deposit Secured Indebtedness of the Company, any
Subsidiary Guarantor or any JV Subsidiary Guarantor) under
Stock.”

— Limitation on Indebtedness and Preferred

If the Guaranteed Indebtedness (1) ranks pari passu in right of payment with the Notes, any Subsidiary
Guarantee or any JV Subsidiary Guarantee, then the Guarantee of such Guaranteed Indebtedness shall rank pari
passu in right of payment with, or subordinated to, the Subsidiary Guarantee or JV Subsidiary Guarantee, as the
case may be, or (2) is subordinated in right of payment to the Notes any Subsidiary Guarantee or any JV
Subsidiary Guarantee, then the Guarantee of such Guaranteed Indebtedness shall be subordinated in right of
payment to the Subsidiary Guarantee or the JV Subsidiary Guarantee, as the case may be, at least to the extent
that the Guaranteed Indebtedness is subordinated to the Notes, the Subsidiary Guarantee or the JV Subsidiary
Guarantee.

The Company will not permit any JV Subsidiary Guarantor, directly or indirectly, to Guarantee any
Indebtedness of the Company or any other Restricted Subsidiary unless the aggregate claims of the creditor under
such Guarantee will be limited to the JV Entitlement Amount. If any JV Subsidiary Guarantor Guarantees any
Indebtedness of the Company or any other Restricted Subsidiary where the aggregate claims of the creditor under
such Guarantee exceeds the JV Entitlement Amount, such JV Subsidiary Guarantee shall be replaced with a
Subsidiary Guarantee given by a Subsidiary Guarantor.

Limitation on Transactions with Shareholders and Affiliates

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, enter into,
renew or extend any transaction or arrangement (including, without limitation, the purchase, sale, lease or
exchange of property or assets, or the rendering of any service) with (x) any holder (or any Affiliate of such
holder) of 10.0% or more of any class of Capital Stock of the Company or (y) any Affiliate of the Company (each
an “Affiliate Transaction”), unless:

(1) the Affiliate Transaction is on fair and reasonable terms that are no less favorable to the Company
or the relevant Restricted Subsidiary than those that would have been obtained in a comparable
transaction by the Company or the relevant Restricted Subsidiary with a Person that is not an
Affiliate of the Company; and

(2) the Company delivers to the Trustee:

(a) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving
aggregate consideration in excess of US$5.0 million (or the Dollar Equivalent thereof), a Board
Resolution set forth in an Officers’ Certificate certifying that such Affiliate Transaction
complies with this covenant and such Affiliate Transaction has been approved by a majority of
the disinterested members of the Board of Directors; and
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(b) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving
aggregate consideration in excess of US$10.0 million (or the Dollar Equivalent thereof), in
addition to the Board Resolution required in clause (2)(a) above, an opinion as to the fairness
to the Company or such Restricted Subsidiary of such Affiliate Transaction from a financial
point of view issued or confirming that the terms of such Affiliate Transaction are no less
favorable to the Company or the relevant Restricted Subsidiary than terms available to (or from,
as applicable) a Person that is not an Affiliate of the Company by an accounting, appraisal or
investment banking firm of recognized international standing.

The foregoing limitation does not limit, and shall not apply to:

(1) the payment of reasonable and customary regular fees and other reasonable and customary
compensation to directors of the Company or any Restricted Subsidiary who are not employees of
the Company or any Restricted Subsidiary;

(2) transactions between or among the Company and any of its Wholly Owned Restricted Subsidiaries
or between or among Wholly Owned Restricted Subsidiaries;

(3) any Restricted Payment of the type described in clauses (1), (2) or (3) of the first paragraph of the
covenant described under “— Limitation on Restricted Payments” if permitted by that covenant;

(4) any sale of Capital Stock (other than Disqualified Stock) of the Company;

(5) the payment of compensation to officers and directors of the Company or any Restricted Subsidiary
pursuant to an employee stock, share option or other incentive scheme, so long as such scheme is
in compliance with the listing rules of The Stock Exchange of Hong Kong Limited, which as of the
Original Issue Date require a majority shareholder approval of any such scheme; and

(6) any employment, consulting, service or termination agreement, or reasonable and customary
indemnification arrangements, entered into by the Company or any of its Restricted Subsidiaries
with directors, officers, employees and consultants in the ordinary course of business and the
payment of compensation pursuant thereto.

In addition, the requirements of clause (2) of the first paragraph of this covenant shall not apply to (i)
Investments (other than Permitted Investments) not prohibited by the “Limitation on Restricted Payments”
covenant, (ii) transactions pursuant to agreements in effect on the Original Issue Date, or any amendment or
modification or replacement thereof, so long as such amendment, modification or replacement is not more
disadvantageous to the Company and its Restricted Subsidiaries than the original agreement in effect on the
Original Issue Date, (iii) any transaction between or among the Company, any Wholly Owned Restricted
Subsidiary and any Restricted Subsidiary that is not a Wholly Owned Restricted Subsidiary or between or among
Restricted Subsidiaries that are not Wholly Owned Restricted Subsidiaries or between or among the Company
or a Restricted Subsidiary on the one hand and a Minority Joint Venture or an Unrestricted Subsidiary on the
other hand; provided that in the case of clause (iii), (a) such transaction is entered into in the ordinary course
of business and (b) none of the shareholders or partners (other than the Company or any Restricted Subsidiary)
of or in such Restricted Subsidiary that is not a Wholly Owned Restricted Subsidiary, Minority Joint Venture or
Unrestricted Subsidiary is a Person described in clauses (x) of the first paragraph of this covenant (other than
by reason of such other shareholder or other partner being an officer or director of such Restricted Subsidiary,
Minority Joint Venture or Unrestricted Subsidiary) and (iv) any Affiliate Transaction that is conducted in
accordance with the Listing Rules of The Stock Exchange of Hong Kong Limited, for as long as the Capital Stock
of the Company remains listed on The Stock Exchange of Hong Kong Limited.

Limitation on Liens

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, incur,
assume or permit to exist any Lien of any nature whatsoever on any of its assets or properties of any kind,
whether owned at the Original Issue Date or thereafter acquired, except Permitted Liens, unless the Notes are
secured equally and ratably with (or, if the obligation or liability to be secured by such Lien is subordinated in
right of payment to the Notes, prior to) the obligation or liability secured by such Lien, for so long as such
obligation or liability is secured by such Lien.
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In the event that one or more Liens (and documents relating thereto) are to be established or maintained
to effect equal and ratable security arrangements in respect of the Notes (as contemplated under the preceding
paragraph) with regards to Indebtedness proposed to be or previously Incurred by the Company or any Subsidiary
Guarantor in compliance with the terms of the Indenture, the Company may instruct the Trustee to directly, or
through its Affiliates (in its capacity as Trustee or that of a collateral agent on such terms as it shall require) and
without the consent of any Holders, (a) enter into one or more intercreditor agreements, pledge agreements,
collateral and security agreements or other arrangements intended to effect the shared security arrangements
contemplated by this paragraph among holders of such Indebtedness and (b) complete or facilitate the completion
by itself or other parties of filings, registrations or other actions necessary to effect or perfect the relevant Liens
or related arrangements.

Limitation on Sale and Leaseback Transactions

The Company will not, and will not permit any Restricted Subsidiary to, enter into any Sale and
Leaseback Transaction; provided that the Company or any Restricted Subsidiary may enter into a Sale and
Leaseback Transaction if:

(1) the Company or such Restricted Subsidiary, as the case may be, could have (a) incurred Indebtedness
in an amount equal to the Attributable Indebtedness relating to such Sale and Leaseback Transaction
under the covenant described under “— Limitation on Indebtedness and Preferred Stock™ and (b)
incurred a Lien to secure such Indebtedness pursuant to the covenant described under “— Limitation
on Liens,” in which case, the corresponding Indebtedness and Lien will be deemed incurred pursuant
to those provisions;

(2) the gross cash proceeds of such Sale and Leaseback Transaction are at least equal to the Fair Market
Value of the property that is the subject of such Sale and Leaseback Transaction; and

(3) the transfer of assets in such Sale and Leaseback Transaction is permitted by, and the Company or
such Restricted Subsidiary, as the case may be, applies the proceeds of such transaction in
compliance with, the covenant described under “— Limitation on Asset Sales.”

Limitation on Asset Sales

The Company will not, and will not permit any Restricted Subsidiary to, consummate any Asset Sale,
unless:

(1) no Default shall have occurred and be continuing or would occur as a result of such Asset Sale;

(2) the consideration received by the Company or such Restricted Subsidiary, as the case may be, is at
least equal to the Fair Market Value of the assets sold or disposed of; and

(3) at least 75% of the consideration received consists of cash, Temporary Cash Investments or
Replacement Assets; provided that in the case of an Asset Sale in which the Company or such
Restricted Subsidiary receives Replacement Assets involving aggregate consideration in excess of
US$10.0 million (or the Dollar Equivalent thereof), the Company shall deliver to the Trustee an
opinion as to the fairness to the Company or such Restricted Subsidiary of such Asset Sale from a
financial point of view issued by an accounting, appraisal or investment banking firm of recognized
international standing. For purposes of this provision, each of the following will be deemed to be
cash:

(a) any liabilities, as shown on the Company’s most recent consolidated balance sheet, of the
Company or any Restricted Subsidiary (other than contingent liabilities and liabilities that are
by their terms subordinated to the Notes, any Subsidiary Guarantee or any JV Subsidiary
Guarantee) that are assumed by the transferee of any such assets pursuant to a customary
assumption, assignment, novation or similar agreement that releases the Company or such
Restricted Subsidiary from further liability; and

(b) any securities, notes or other obligations received by the Company or any Restricted Subsidiary
from such transferee that are promptly, but in any event within 30 days of closing, converted by
the Company or such Restricted Subsidiary into cash, to the extent of the cash received in that
conversion.
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Within 360 days after the receipt of any Net Cash Proceeds from an Asset Sale, the Company (or the
applicable Restricted Subsidiary, as the case may be) may apply such Net Cash Proceeds to:

(1) permanently repay Senior Indebtedness of the Company or a Subsidiary Guarantor or any
Indebtedness of a Restricted Subsidiary that is not a Subsidiary Guarantor (and, if such Senior
Indebtedness repaid is revolving credit Indebtedness, to correspondingly reduce permanently
commitments with respect thereto) in each case owing to a Person other than the Company or a
Restricted Subsidiary; or

(2) acquire Replacement Assets.

Any Net Cash Proceeds from Asset Sales that are not applied or invested as provided in clauses (1) and
(2) in the immediately preceding paragraph will constitute “Excess Proceeds.” Excess Proceeds of less than
US$10.0 million (or the Dollar Equivalent thereof) will be carried forward and accumulated. When accumulated
Excess Proceeds exceed US$10.0 million (or the Dollar Equivalent thereof), within 10 days thereof, the Company
must make an Offer to Purchase Notes having a principal amount equal to:

(1) accumulated Excess Proceeds, multiplied by

(2) a fraction (x) the numerator of which is equal to the outstanding principal amount of the Notes and
(y) the denominator of which is equal to the outstanding principal amount of the Notes and all pari
passu Indebtedness similarly required to be repaid, redeemed or tendered for in connection with the
Asset Sale, rounded down to the nearest US$1.

Pending application of such Net Cash Proceeds as set forth in clause (1) or (2) above, the Company or
any Restricted Subsidiary may make an Investment in cash or Temporary Cash Investments.

The offer price in any Offer to Purchase will be equal to 100% of the principal amount plus accrued and
unpaid interest to (but not including) the date of purchase, and will be payable in cash.

If any Excess Proceeds remain after consummation of an Offer to Purchase, the Company may use such
Excess Proceeds for any purpose not otherwise prohibited by the Indenture. If the aggregate principal amount of
Notes (and any other pari passu Indebtedness) tendered into (or required to be prepaid or redeemed in connection
with) such Offer to Purchase exceeds the amount of Excess Proceeds, the Trustee will select the Notes (and such
other pari passu Indebtedness) to be purchased on a pro rata basis based on the principal amount of Notes and
such other pari passu Indebtedness tendered (or required to be prepaid or redeemed). Upon completion of each
Offer to Purchase, the amount of Excess Proceeds will be reset at zero.

Limitation on the Company’s Business Activities

The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, engage
in any business other than Permitted Businesses; provided, however, that the Company or any Restricted
Subsidiary may own Capital Stock of an Unrestricted Subsidiary or joint venture or other entity that is engaged
in a business other than a Permitted Business as long as any Investment therein was not prohibited when made
by the covenant under the caption “— Limitation on Restricted Payments.”

Use of Proceeds

The Company will not, and will not permit any Restricted Subsidiary to, use the net proceeds from the
sale of the Notes, in any amount, for any purpose other than (1) in the approximate amounts and for the purposes
specified, including any adjustment in response to changes in acquisition or development plans as contemplated,
under “Use of Proceeds” in this offering memorandum (or in the case of Additional Notes, the offering document
relating to the sale of such Additional Notes) and (2) pending the application of all of such net proceeds in such
manner, to invest the portion of such net proceeds not yet so applied in Temporary Cash Investments.
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Designation of Restricted and Unrestricted Subsidiaries

The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary;
provided that (1) no Default shall have occurred and be continuing at the time of or after giving effect to such
designation; (2) neither the Company nor any Restricted Subsidiary provides credit support for the Indebtedness
of such Restricted Subsidiary, if such credit support, at the time of or after giving effect to such designation,
would not be permitted to be made under the covenant described under “— Limitation on Indebtedness and
Preferred Stock™ and the covenant described under “— Limitation on Restricted Payments”; (3) such Restricted
Subsidiary has no outstanding Indebtedness that could trigger a cross-default to the Indebtedness of the Company
as a result of such designation; (4) such Restricted Subsidiary does not own any Disqualified Stock of the
Company or Disqualified or Preferred Stock of another Restricted Subsidiary or hold any Indebtedness of, or any
Lien on any property of, the Company or any Restricted Subsidiary, if such Disqualified or Preferred Stock or
Indebtedness could not be Incurred under the covenant described under “— Limitation on Indebtedness and
Preferred Stock” or such Lien would violate the covenant described under “— Limitation on Liens”; (5) such
Restricted Subsidiary does not own any Voting Stock of another Restricted Subsidiary, and all of its Subsidiaries
are Unrestricted Subsidiaries or are being concurrently designated to be Unrestricted Subsidiaries in accordance
with this paragraph; and (6) the Investment deemed to have been made thereby in such newly-designated
Unrestricted Subsidiary and each other newly-designated Unrestricted Subsidiary being concurrently
redesignated would be permitted to be made by the covenant described under “— Limitation on Restricted
Payments.”

The Board of Directors may designate any Unrestricted Subsidiary to be a Restricted Subsidiary;
provided that (1) no Default shall have occurred and be continuing at the time of or after giving effect to such
designation; (2) any Indebtedness of such Unrestricted Subsidiary outstanding at the time of such designation
which will be deemed to have been Incurred by such newly-designated Restricted Subsidiary as a result of such
designation would be permitted to be Incurred by the covenant described under “— Limitation on Indebtedness
and Preferred Stock™; (3) any Lien on the property of such Unrestricted Subsidiary at the time of such designation
which will be deemed to have been incurred by such newly-designated Restricted Subsidiary as a result of such
designation would be permitted to be incurred by the covenant described under “— Limitation on Liens”; (4)
such Unrestricted Subsidiary is not a Subsidiary of another Unrestricted Subsidiary (that is not concurrently
being designated as a Restricted Subsidiary); and (5) if such Restricted Subsidiary is not organized under the laws
of the PRC and is not an Other Non-Guarantor Subsidiary, such Restricted Subsidiary shall upon such designation
execute and deliver to the Trustee a supplemental indenture to the Indenture by which such Restricted Subsidiary
shall become a Subsidiary Guarantor or a JV Subsidiary Guarantor in accordance with the terms under the
Indenture.

Government Approvals and Licenses; Compliance with Law

The Company will, and will cause each Restricted Subsidiary to, (1) obtain and maintain in full force
and effect all governmental approvals, authorizations, consents, permits, concessions and licenses as are
necessary to engage in the Permitted Businesses; (2) preserve and maintain good and valid title to its properties
and assets (including land-use rights) free and clear of any Liens other than Permitted Liens; and (3) comply with
all laws, regulations, orders, judgments and decrees of any governmental body, except to the extent that failure
so to obtain, maintain, preserve and comply would not reasonably be expected to have a material adverse effect
on (a) the business, results of operations or prospects of the Company and its Restricted Subsidiaries, taken as
a whole, or (b) the ability of the Company, any Subsidiary Guarantor or any JV Subsidiary Guarantor to perform
its obligations under the Notes, the relevant Subsidiary Guarantee, the relevant JV Subsidiary Guarantee or the
Indenture.

Anti-Layering

The Company will not Incur, and will not permit any Subsidiary Guarantor or JV Subsidiary Guarantor
to Incur, any Indebtedness if such Indebtedness is contractually subordinated in right of payment to any other
Indebtedness of the Company, such Subsidiary Guarantor or such JV Subsidiary Guarantor, as the case may be,
unless such Indebtedness is also contractually subordinated in right of payment to the Notes, the applicable
Subsidiary Guarantee or the applicable JV Subsidiary Guarantee, on substantially identical terms. This does not
apply to distinctions between categories of Indebtedness that exist by reason of any Liens or Guarantees securing
or in favor of some but not all of such Indebtedness.
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Provision of Financial Statements and Reports

(1)

(2)

So long as any of the Notes remain outstanding, the Company will file with the Trustee and furnish
to the Holders upon request, as soon as they are available but in any event not more than 10 calendar
days after they are filed with The Stock Exchange of Hong Kong Limited or any other recognized
exchange on which the Company’s ordinary shares are at any time listed for trading, true and correct
copies of any financial report in the English language filed with such exchange; provided that if at
any time the Common Stock of the Company ceases to be listed for trading on a recognized stock
exchange, the Company will file with the Trustee and furnish to the Holders:

(a) as soon as they are available, but in any event within 90 calendar days after the end of the fiscal
year of the Company, copies of its financial statements (on a consolidated basis and in the
English language) in respect of such financial year (including a statement of income, balance
sheet and cash flow statement) prepared in accordance with GAAP and audited by a member
firm of an internationally-recognized firm of independent accountants;

(b) as soon as they are available, but in any event within 45 calendar days after the end of the second
fiscal quarter of the Company, copies of its financial statements (on a consolidated basis and in
the English language) in respect of such half-year period (including a statement of income,
balance sheet and cash flow statement) prepared in accordance with GAAP and reviewed by a
member firm of an internationally-recognized firm of independent accountants; and

(c) as soon as they are available, but in any event within 45 calendar days after the end of each of
the first and third fiscal quarters of the Company, copies of its unaudited financial statements
(on a consolidated basis and in the English language), including a statement of income, balance
sheet and cash flow statement prepared in accordance with GAAP, and prepared on a basis
consistent with the audited financial statements of the Company together with a certificate
signed by the person then authorized to sign financial statements on behalf of the Company to
the effect that such financial statements are true in all material respects and present fairly the
financial position of the Company as at the end of, and the results of its operations for, the
relevant quarterly period.

In addition, so long as any of the Notes remain outstanding, the Company will provide to the Trustee
(a) within 120 days after the close of each fiscal year ending after the Original Issue Date, an
Officers’ Certificate stating the Fixed Charge Coverage Ratio with respect to the four most recent
fiscal quarter periods and showing in reasonable detail the calculation of the Fixed Charge Coverage
Ratio, including the arithmetic computations of each component of the Fixed Charge Coverage
Ratio, with a certificate from the Company’s external auditors verifying the accuracy and
correctness of the calculation and arithmetic computation; provided that the Company shall not be
required to provide such auditor certificate if its external auditors refuse to provide such certificate
as a result of a policy of such external auditors not to provide such certificate; and (b) as soon as
possible and in any event within 30 days after the Company becomes aware or should reasonably
become aware of the occurrence of a Default or an Event of Default, an Officers’ Certificate setting
forth the details of the Default or the Event of Default, and the action which the Company proposes
to take with respect thereto.

EVENTS OF DEFAULT

The following events will be defined as “Events of Default” in the Indenture:

(1)

(2)

default in the payment of principal of (or premium, if any, on) the Notes (including the amounts
payable under “— Mandatory Redemption”) when the same becomes due and payable at maturity,
upon acceleration, redemption or otherwise;

default in the payment of interest on any Note when the same becomes due and payable, and such
default continues for a period of 30 consecutive days;
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(3) default in the performance or breach of the provisions of the covenants described under “—
Consolidation, Merger and Sale of Assets,” the failure by the Company to make or consummate an
Offer to Purchase in the manner described under “— Repurchase of Notes upon a Change of
Control” or “— Certain Covenants — Limitation on Asset Sales”;

(4) the Company or any Restricted Subsidiary defaults in the performance of or breaches any other
covenant or agreement in the Indenture or under the Notes (other than a default specified in clause
(1), (2) or (3) above) and such default or breach continues for a period of 30 consecutive days after
written notice by the Holders of 25% then outstanding or more in aggregate principal amount of the
Notes or by the Trustee at the direction of such Holders;

(5) there occurs with respect to any Indebtedness of the Company or any Restricted Subsidiary having
an outstanding principal amount of US$25.0 million (or the Dollar Equivalent thereof) or more in
the aggregate for all such Indebtedness of all such Persons, whether such Indebtedness now exists
or shall hereafter be created, (a) an event of default that has caused the holder thereof to declare such
Indebtedness to be due and payable prior to its Stated Maturity and/or (b) the failure to make a
principal payment when due, provided, however, that such Indebtedness shall not include (x) the
Excluded Indebtedness and/or (y) any Indebtedness with respect to which any default or event of
default occurs as a result of any default or event of default under the Excluded Indebtedness;

(6) one or more final judgments or orders for the payment of money are rendered against the Company
or any Restricted Subsidiary and are not paid or discharged, and there is a period of 60 consecutive
days following entry of the final judgment or order that causes the aggregate amount for all such
final judgments or orders outstanding and not paid or discharged against all such Persons to exceed
US$25.0 million (or the Dollar Equivalent thereof), in excess of amounts which the Company’s
insurance carriers have unconditionally agreed to pay under applicable policies, during which a stay
of enforcement, by reason of a pending appeal or otherwise, is not in effect, provided, however, that
such final judgments or orders for the payment of money shall not include any which is in relation
to (x) the Excluded Indebtedness and/or (y) any Indebtedness with respect to which any default or
event of default occurs as a result of any default or event of default under the Excluded
Indebtedness;

(7) an involuntary case or other proceeding is commenced against the Company or any Significant
Restricted Subsidiary (or any group of Restricted Subsidiaries that together constitutes a Significant
Restricted Subsidiary) with respect to it or its debts under any applicable bankruptcy, insolvency or
other similar law now or hereafter in effect seeking the appointment of a receiver, liquidator,
assignee, custodian, trustee, sequestrator or similar official of the Company or any Significant
Restricted Subsidiary (or any group of Restricted Subsidiaries that together constitutes a Significant
Restricted Subsidiary) or for any substantial part of the property and assets of the Company or any
Significant Restricted Subsidiary (or any group of Restricted Subsidiaries that together constitutes
a Significant Restricted Subsidiary) and such involuntary case or other proceeding remains
undismissed and unstayed for a period of 60 consecutive days; or an order for relief is entered
against the Company or any Significant Restricted Subsidiary (or any group of Restricted
Subsidiaries that together constitutes a Significant Restricted Subsidiary) under any applicable
bankruptcy, insolvency or other similar law as now or hereafter in effect, except in each case under
this paragraph (7), any proceeding commenced based on any Excluded Indebtedness;

(8) the Company or any Significant Restricted Subsidiary (or any group of Restricted Subsidiaries that
together constitutes a Significant Restricted Subsidiary) (a) commences a voluntary case under any
applicable bankruptcy, insolvency or other similar law now or hereafter in effect, or consents to the
entry of an order for relief in an involuntary case under any such law, (b) consents to the
appointment of or taking possession by a receiver, liquidator, assignee, custodian, trustee,
sequestrator or similar official of the Company or any Significant Restricted Subsidiary (or any
group of Restricted Subsidiaries that together constitutes a Significant Restricted Subsidiary) or for
all or substantially all of the property and assets of the Company or any Significant Restricted
Subsidiary (or any group of Restricted Subsidiaries that together constitutes a Significant Restricted
Subsidiary) (other than, in each case under sub-clause (b), any of the foregoing that arises from any
solvent liquidation or restructuring of a Significant Subsidiary in the ordinary course of business that
shall result in the net assets of such Significant Subsidiary being transferred to or otherwise vested
in the Company or any Restricted Subsidiary on a pro rata basis or on a basis more favorable to the
Company) or (c) effects any general assignment for the benefit of creditors, except in each case
under sub-clause (a) or (b), any proceeding commenced, order sought or application or appointment
made to defend against, postpone or adjourn any remedy exercised under any Excluded
Indebtedness; or
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(9) any Subsidiary Guarantor or JV Subsidiary Guarantor denies or disaffirms its obligations under its
Subsidiary Guarantee or JV Subsidiary Guarantee or, except as permitted by the Indenture, any
Subsidiary Guarantee or JV Subsidiary Guarantee is determined to be unenforceable or invalid or
shall for any reason cease to be in full force and effect.

If an Event of Default (other than an Event of Default specified in clause (7) or (8) above) occurs and
is continuing under the Indenture, the Trustee or the Holders of at least 25% in aggregate principal amount of
the Notes then outstanding, by written notice to the Company (and to the Trustee if such notice is given by the
Holders), may, and the Trustee at the written direction of such Holders (subject to being indemnified and/or
secured and/or prefunded to its satisfaction) shall, declare the principal of, premium, if any, and accrued and
unpaid interest on the Notes to be immediately due and payable. Upon a declaration of acceleration, such
principal of, premium, if any, and accrued and unpaid interest shall be immediately due and payable. If an Event
of Default specified in clause (7) or (8) above occurs with respect to the Company or any Significant Restricted
Subsidiary (or any group of Restricted Subsidiaries that together constitutes a Significant Restricted Subsidiary),
the principal of, premium, if any, and accrued and unpaid interest on the Notes then outstanding shall
automatically become and be immediately due and payable without any declaration or other act on the part of
the Trustee or any Holder.

The Holders of at least a majority in aggregate principal amount of the outstanding Notes by written
notice to the Company and to the Trustee may, on behalf of the Holders of the Notes waive all past defaults and
rescind and annul a declaration of acceleration and its consequences if:

(1) all existing Events of Default, other than the nonpayment of the principal of, premium, if any, and
interest on the Notes that have become due solely by such declaration of acceleration, have been
cured or waived, and

(2) the rescission would not conflict with any judgment or decree of a court of competent jurisdiction.

Upon such waiver, the Default will cease to exist, and any Event of Default arising therefrom will be
deemed to have been cured, but no such waiver will extend to any subsequent or other Default or impair any right
consequent thereon.

If an Event of Default occurs and is continuing, the Trustee may, and shall, upon written request of
Holders of at least 25% in aggregate principal amount of outstanding Notes (subject to receiving indemnity
and/or security and/or prefunding to its satisfaction), pursue, in its own name or as trustee of an express trust,
any available remedy by proceeding at law or in equity to collect the payment of principal of and interest on the
Notes or to enforce the performance of any provision of the Notes or the Indenture. The Trustee may maintain
a proceeding even if it does not possess any of the Notes or does not produce any of them in the proceeding.

The Holders of at least a majority in aggregate principal amount of the outstanding Notes may direct the
time, method and place of conducting any proceeding for any remedy available to the Trustee or exercising any
trust or power conferred on the Trustee, subject to the Trustee being indemnified and/or secured and/or prefunded
to its satisfaction in advance of the proceedings. However, the Trustee may refuse to follow any direction that
is unclear or equivocal, or conflicts with law or regulations or the Indenture, or that may involve the Trustee in
personal liability and may take any other action it deems proper that is not inconsistent with any such direction
received from Holders. In addition, the Trustee will not be required to expend its own funds in following such
direction if it does not believe that reimbursement or satisfactory indemnification and/or security and/or
prefunding is assured to it.

A Holder may not institute any proceeding, judicial or otherwise, with respect to the Indenture or the
Notes, or for the appointment of a receiver or trustee, or for any other remedy under the Indenture or the Notes,
unless:

(1) the Holder has previously given the Trustee written notice of a continuing Event of Default;

(2) the Holders of at least 25% in aggregate principal amount of outstanding Notes make a written
direction to the Trustee to pursue the remedy;
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(3) such Holder or Holders offer the Trustee indemnity and/or security and/or prefunding satisfactory
to the Trustee against any costs, liability or expense to be incurred in compliance with written such
request;

(4) the Trustee does not comply with the request within 60 days after receipt of the written request and
the offer of indemnity and/or security and/or prefunding satisfactory to it; and

(5) during such 60-day period, the Holders of a majority in aggregate principal amount of the
outstanding Notes do not give the Trustee a written direction that is inconsistent with the request.

Officers of the Company must certify to the Trustee in writing, on or before a date not more than 120
days after the end of each fiscal year ending after the Original Issue Date, that a review has been conducted of
the activities of the Company and its Restricted Subsidiaries and the Company’s and its Restricted Subsidiaries’
performance under the Indenture and that the Company and its Restricted Subsidiaries have fulfilled all
obligations thereunder, or, if there has been a default in the fulfillment of any such obligation, specifying each
such default and the nature and status thereof. The Company will also be obligated to notify the Trustee in writing
of any default or defaults in the performance of any covenants or agreements under the Indenture. See “— Certain
Covenants — Provision of Financial Statements and Reports.”

The Trustee and the Agents need not do anything to ascertain whether any Default or Event of Default
has occurred or is continuing and will not be responsible to the Holders or any other person for any loss arising
from any failure by it to do so, and, the Trustee or the Agents may assume that no Default or Event of Default
has occurred and that the Company is performing all its obligations under the Indenture, the Subsidiary
Guarantees, JV Subsidiary Guarantees (if any) and the Notes unless the Trustee and the Agents have received
written notice of the occurrence of such event or facts establishing that the Company and/or the Subsidiary
Guarantors and the JV Subsidiary Guarantors are not performing all of its obligations under the Indenture, the
Subsidiary Guarantees, JV Subsidiary Guarantees (if any) and the Notes. The Trustee and the Agents are entitled
to conclusively rely on any Opinion of Counsel or Officers’ Certificate regarding whether a Default or Event of
Default has occurred.

CONSOLIDATION, MERGER AND SALE OF ASSETS

The Company will not consolidate with, merge with or into another Person, permit any Person to merge
with or into it, or sell, convey, transfer, lease or otherwise dispose of all or substantially all of its and its
Restricted Subsidiaries’ properties and assets (computed on a consolidated basis) (as an entirety or substantially
an entirety in one transaction or a series of related transactions) to another Person, unless:

(1) the Company shall be the continuing Person, or the Person (if other than it) formed by such
consolidation or merger or that acquired or leased such property and assets (the “Surviving Person”)
shall be a corporation organized and validly existing under the laws of the Cayman Islands, the
British Virgin Islands or Hong Kong and shall expressly assume, by a supplemental indenture to the
Indenture, executed and delivered to the Trustee, all the obligations of the Company under the
Indenture and the Notes, including the obligation to pay Additional Amounts with respect to any
jurisdiction in which it is organized or resident for tax purposes or through which it makes payments,
and the Indenture and the Notes, as the case may be, shall remain in full force and effect;

(2) immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

(3) immediately after giving effect to such transaction on a pro forma basis, the Company or the
Surviving Person, as the case may be, shall have a Consolidated Net Worth equal to or greater than
the Consolidated Net Worth of the Company immediately prior to such transaction;

(4) immediately after giving effect to such transaction on a pro forma basis the Company or the
Surviving Person, as the case may be, could Incur at least US$1.00 of Indebtedness under paragraph
(1) of the covenant described under “— Certain Covenants — Limitation on Indebtedness and
Preferred Stock™;
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(5) the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of Counsel,
in each case stating that such consolidation, merger or transfer and the relevant supplemental
indenture complies with this provision and that all conditions precedent provided for in the
Indenture relating to such transaction have been complied with; and

(6) each Subsidiary Guarantor and JV Subsidiary Guarantor, unless such Subsidiary Guarantor or JV
Subsidiary Guarantor is the Person with which the Company has entered into a transaction described
under “— Consolidation, Merger and Sale of Assets,” shall execute and deliver a supplemental
indenture to the Indenture confirming that its Subsidiary Guarantee or JV Subsidiary Guarantee, as
applicable, shall apply to the obligations of the Company or the Surviving Person in accordance with
the Notes and the Indenture.

No Subsidiary Guarantor or JV Subsidiary Guarantor will consolidate with or merge with or into another
Person, permit any Person to merge with or into it, or sell, convey, transfer, lease or otherwise dispose of all or
substantially all of its and its Restricted Subsidiaries’ properties and assets (computed on a consolidated basis)
(as an entirety or substantially an entirety in one transaction or a series of related transactions) to another Person
(other than the Company or another Subsidiary Guarantor or, in the case of a JV Subsidiary Guarantor, other than
another JV Subsidiary Guarantor, the Company or another Subsidiary Guarantor), unless:

(1) such Subsidiary Guarantor or JV Subsidiary Guarantor shall be the continuing Person, or the Person
(if other than it) formed by such consolidation or merger or that acquired or leased such property
and assets shall be the Company, another Subsidiary Guarantor or shall become a Subsidiary
Guarantor concurrently with the transaction (or, in the case of a JV Subsidiary Guarantor, another
JV Subsidiary Guarantor, the Company or a Subsidiary Guarantor); and shall expressly assume, by
a supplemental indenture to the Indenture, executed and delivered to the Trustee, all the obligations
of such Subsidiary Guarantor or JV Subsidiary Guarantor under the Indenture and the Notes,
including the obligation to pay Additional Amounts with respect to any jurisdiction in which it is
organized or resident for tax purposes or through which it makes payments, and the Indenture and
the Notes, shall remain in full force and effect;

(2) immediately after giving effect to such transaction, no Default shall have occurred and be
continuing;

(3) immediately after giving effect to such transaction on a pro forma basis, the Company shall have a
Consolidated Net Worth equal to or greater than the Consolidated Net Worth of the Company
immediately prior to such transaction;

(4) immediately after giving effect to such transaction on a pro forma basis, the Company could Incur
at least US$1.00 of Indebtedness under paragraph (1) of the covenant under “— Certain Covenants
— Limitation on Indebtedness and Preferred Stock™; and

(5) the Company delivers to the Trustee (x) an Officers’ Certificate (attaching the arithmetic
computations to demonstrate compliance with clauses (3) and (4)) and (y) an Opinion of Counsel,
in each case stating that such consolidation, merger or transfer and the relevant supplemental
indenture complies with this provision and that all conditions precedent provided for in the
Indenture relating to such transaction have been complied with;

provided that this paragraph shall not apply to any sale or other disposition that complies with the “Limitation
on Asset Sales” covenant or any Subsidiary Guarantor or JV Subsidiary Guarantor whose Subsidiary Guarantee
or JV Subsidiary Guarantee, as the case may be, is unconditionally released in accordance with the provisions
described under “— The Subsidiary Guarantees and the JV Subsidiary Guarantees — Release of the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

Although there is a limited body of case law interpreting the phrase “substantially all,” there is no
precise established definition of the phrase under applicable law. Accordingly, in certain circumstances there may
be a degree of uncertainty as to whether a particular transaction would involve “all or substantially all” of the
property or assets of a Person.
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The foregoing requirements shall not apply to a consolidation or merger of any Subsidiary Guarantor or
JV Subsidiary Guarantor with and into the Company or any other Subsidiary Guarantor or JV Subsidiary
Guarantor, so long as the Company or such Subsidiary Guarantor or JV Subsidiary Guarantor survives such
consolidation or merger.

The foregoing provisions would not necessarily afford Holders protection in the event of highly-
leveraged or other transactions involving the Company that may adversely affect Holders.

NO PAYMENTS FOR CONSENTS

The Company will not, and shall not permit any of its Subsidiaries to, directly or indirectly, pay or cause
to be paid any consideration, whether by way of interest, fee or otherwise, to any Holder for or as an inducement
to any consent, waiver or amendment of any of the terms or provisions of the Indenture or the Notes unless such
consideration is offered to be paid or is paid to all Holders that consent, waive or agree to amend such term or
provision within the time period set forth in the solicitation documents relating to such consent, waiver or
amendment.

Notwithstanding the foregoing, in any offer or payment of consideration for, or as an inducement to, any
consent, waiver or amendment of any of the terms or provisions of the Indenture or the Notes in connection with
an exchange or tender offer, the Company and any Restricted Subsidiary may exclude (i) Holders or beneficial
owners of the Notes that are not institutional “accredited investors” as defined in Rule 501 under the Securities
Act, and (ii) Holders or beneficial owners of the Notes in any jurisdiction where the inclusion of such Holders
or beneficial owners would require the Company or any Restricted Subsidiary to comply with the registration
requirements or other similar requirements under any securities laws of such jurisdiction, or the solicitation of
such consent, waiver or amendment from, or the granting of such consent or waiver, or the approval of such
amendment by, Holders or beneficial owners in such jurisdiction would be unlawful, in each case as determined
by the Company in its sole discretion.

DEFEASANCE
Defeasance and Discharge

The Indenture will provide that the Company will be deemed to have paid and will be discharged from
any and all obligations in respect of the Notes on the 183rd day after the deposit referred to below, and the
provisions of the Indenture will no longer be in effect with respect to the Notes (except for, among other matters,
certain obligations to register the transfer or exchange of the Notes, to replace stolen, lost or mutilated Notes,
to maintain paying agencies, to pay Additional Amounts and to hold monies for payment in trust) if, among other
things:

(1) the Company (a) has deposited with the Trustee (or its agent), in trust, money and/or U.S.
Government Obligations that through the payment of interest and principal in respect thereof in
accordance with their terms will provide money in an amount sufficient to pay the principal of,
premium, if any, and accrued interest on the Notes on the Stated Maturity for such payments in
accordance with the terms of the Indenture and the Notes and (b) has delivered to the Trustee an
Opinion of Counsel or a certificate of an internationally-recognized firm of independent accountants
to the effect that the amount deposited by the Company is sufficient to provide payment for the
principal of, premium, if any, and accrued interest on, the Notes on the Stated Maturity for such
payment in accordance with the terms of the Indenture;

(2) the Company has delivered to the Trustee (a) either (x) an Opinion of Counsel of recognized
international standing with respect to U.S. federal tax laws which is based on a change in applicable
U.S. federal income tax law occurring after the Original Issue Date to the effect that beneficial
owners will not recognize income, gain or loss for U.S. federal income tax purposes as a result of
the Company’s exercise of its option under this “Defeasance and Discharge” provision and will be
subject to U.S. federal income tax on the same amounts and in the same manner and at the same
times as would have been the case if such deposit, defeasance and discharge had not occurred or (y)
a ruling directed to the Trustee received from the U.S. Internal Revenue Service to the same effect
as the aforementioned Opinion of Counsel, and (b) an Opinion of Counsel of recognized
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international standing to the effect that the creation of the defeasance trust does not violate the U.S.
Investment Company Act of 1940, as amended, and after the passage of 123 days following the
deposit, the trust fund will not be subject to the effect of Section 547 of the United States Bankruptcy
Code or Section 15 of the New York Debtor and Creditor Law; and

(3) immediately after giving effect to such deposit on a pro forma basis, no Event of Default, or event
that after the giving of notice or lapse of time or both would become an Event of Default, shall have
occurred and be continuing on the date of such deposit or during the period ending on the 183rd day
after the date of such deposit, and such defeasance shall not result in a breach or violation of, or
constitute a default under, any other agreement or instrument to which the Company or any
Restricted Subsidiary is a party or by which the Company or any Restricted Subsidiary is bound.

In the case of either discharge or defeasance of the Notes, the Subsidiary Guarantees and the JV
Subsidiary Guarantees will terminate.

Defeasance of Certain Covenants

The Indenture further will provide that the provisions of the Indenture applicable to the Notes will no
longer be in effect with respect to clauses (3), (4) and (5)(x) under the first paragraph, and clauses (3), (4) and
(5)(x) under the second paragraph under “— Consolidation, Merger and Sale of Assets” and all the covenants
described herein under “— Certain Covenants,” other than as described under “— Certain Covenants —
Government Approvals and Licenses; Compliance with Law” and “— Certain Covenants — Anti-Layering,”
clause (3) under “Events of Default” with respect to clauses (3), (4) and (5)(x) under the first paragraph, and
clauses (3), (4) and (5)(x) under the second paragraph under “Consolidation, Merger and Sale of Assets” and with
respect to the other events set forth in such clause, clause (4) under “Events of Default” with respect to such other
covenants and clauses (5) and (6) under “Events of Default” shall be deemed not to be Events of Default upon,
among other things, the deposit with the Trustee (or its agent), in trust, of money, U.S. Government Obligations
or a combination thereof that through the payment of interest and principal in respect thereof in accordance with
their terms will provide money in an amount sufficient to pay the principal of, premium, if any, and accrued
interest on the Notes on the Stated Maturity of such payments in accordance with the terms of the Indenture and
the Notes, the satisfaction of the provisions described in clause (2)(b) of the preceding paragraph and the delivery
by the Company to the Trustee of an Opinion of Counsel of recognized international standing with respect to U.S.
federal income tax matters to the effect that beneficial owners will not recognize income, gain or loss for U.S.
federal income tax purposes as a result of such deposit and defeasance of certain covenants and Events of Default
and will be subject to U.S. federal income tax on the same amounts and in the same manner and at the same times
as would have been the case if such deposit and defeasance had not occurred.
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Defeasance and Certain Other Events of Default

In the event that the Company exercises its option to omit compliance with certain covenants and
provisions of the Indenture as described in the immediately preceding paragraph and the Notes are declared due
and payable because of the occurrence of an Event of Default that remains applicable, the amount of money
and/or U.S. Government Obligations on deposit with the Trustee will be sufficient to pay amounts due on the
Notes at the time of their Stated Maturity but may not be sufficient to pay amounts due on the Notes at the time
of the acceleration resulting from such Event of Default. However, the Company, the Subsidiary Guarantors and
the JV Subsidiary Guarantors will remain liable for such payments.
AMENDMENTS AND WAIVER
Amendments Without Consent of Holders

The Indenture or the Notes may be amended, without the consent of any Holder, to:

(1) cure any ambiguity, defect, omission or inconsistency in the Indenture or the Notes; provided that
such actions pursuant to this clause (1) do not adversely affect the interests of the Holders;

(2) comply with the provisions described under “— Consolidation, Merger and Sale of Assets”;
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(3)
(4)

(%)

(6)

(7)

(8)

)

(10)

evidence and provide for the acceptance of appointment by a successor Trustee;

add any Subsidiary Guarantor or JV Subsidiary Guarantor, or any Subsidiary Guarantee or JV
Subsidiary Guarantee, or release any Subsidiary Guarantor or JV Subsidiary Guarantor from any
Subsidiary Guarantee or JV Subsidiary Guarantee, as the case may be, as provided or permitted by
the terms of the Indenture;

provide for the issuance of Additional Notes in accordance with the limitations set forth in the
Indenture;

provide collateral, add additional collateral to secure the Notes, any Subsidiary Guarantee or any JV
Subsidiary Guarantee or enter into any intercreditor agreement in accordance with the Indenture;

in any other case where a supplemental indenture to the Indenture is required or permitted to be
entered into pursuant to the provisions of the Indenture without the consent of any Holder;

effect any changes to the Indenture in a manner necessary to comply with the procedures of
Euroclear or Clearstream or any applicable securities depository or clearing system,;

make any other change that does not materially and adversely affect the rights of any Holder; or

conform the text of the Indenture, the Notes, the Subsidiary Guarantees or the JV Subsidiary
Guarantees to any provision of this “Description of the Notes” to the extent that such provision in
this “Description of the Notes” was intended to be a verbatim recitation of a provision in the
Indenture, the Notes, the Subsidiary Guarantees or the JV Subsidiary Guarantees.

Amendments With Consent of Holders

Amendments of the Indenture and the Notes may be made by the Company, the Subsidiary Guarantors,
the JV Subsidiary Guarantors (if any) and the Trustee with the consent of the Holders of not less than a majority
in aggregate principal amount of the outstanding Notes, and the Holders of a majority in principal amount of the

outstanding

Notes may waive future compliance by the Company, the Subsidiary Guarantors and the JV

Subsidiary Guarantors with any provision of the Indenture or the Notes; provided, however, that no such
modification, amendment or waiver may, without the consent of the Holders of not less than 75% in aggregate
principal amount of the Notes then outstanding:

(1)

(2)
(3)
(4)

(5)

(6)
(7

(8)

)

change the Stated Maturity of the principal of, or premium, if any, or any installment of interest on,
any Note;

reduce the principal amount of, or premium, if any, or interest on, any Note;
change the currency of payment of principal of, or premium, if any, or interest on, any Note;

impair the right to institute suit for the enforcement of any payment on or after the Stated Maturity
(or, in the case of a redemption, on or after the redemption date) of any Note;

reduce the above-stated percentage of outstanding Notes the consent of whose Holders is necessary
to modify or amend the Indenture;

waive a default in the payment of principal of, premium, if any, or interest on the Notes;

release any Subsidiary Guarantor or JV Subsidiary Guarantor from its Subsidiary Guarantee or JV
Subsidiary Guarantee, as the case may be, except as provided in the Indenture;

reduce the percentage or aggregate principal amount of outstanding Notes the consent of whose
Holders is necessary for waiver of compliance with certain provisions of the Indenture or for waiver

of certain defaults;

amend, change or modify any Subsidiary Guarantee or JV Subsidiary Guarantee in a manner that
adversely affects the Holders;
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(10) reduce the amount payable upon a Change of Control Offer or an Offer to Purchase with the Excess
Proceeds from any Asset Sale or, change the time or manner by which a Change of Control Offer
or an Offer to Purchase with the Excess Proceeds or other proceeds from any Asset Sale may be
made or by which the Notes must be repurchased pursuant to a Change of Control Offer or an Offer
to Purchase with the Excess Proceeds or other proceeds from any Asset Sale;

(11) change the redemption date or the redemption price of the Notes from that stated under
“— Mandatory Redemption,” “— Optional Redemption” or “— Redemption for Taxation Reasons”;

(12) amend, change or modify the obligation of the Company, any Subsidiary Guarantor or any JV
Subsidiary Guarantor to pay Additional Amounts; or

(13) amend, change or modify any provision of the Indenture or the related definition affecting the
ranking of the Notes or any Subsidiary Guarantee or JV Subsidiary Guarantee in a manner which
adversely affects the Holders.

UNCLAIMED MONEY

Claims against the Company for the payment of principal of, premium, if any, or interest, on the Notes
will become void unless presentation for payment is made as required in the Indenture within a period of six
years.

NO PERSONAL LIABILITY OF INCORPORATORS, STOCKHOLDERS, OFFICERS, DIRECTORS OR
EMPLOYEES

No recourse for the payment of the principal of, premium, if any, or interest on any of the Notes or for
any claim based thereon or otherwise in respect thereof, and no recourse under or upon any obligation, covenant
or agreement of the Company, any Subsidiary Guarantor or any JV Subsidiary Guarantor in the Indenture, or in
any of the Notes, the Subsidiary Guarantees or the JV Subsidiary Guarantees or because of the creation of any
Indebtedness represented thereby, shall be had against any incorporator, stockholder, officer, director, employee
or controlling person of the Company, any Subsidiary Guarantor, any JV Subsidiary Guarantor, or of any
successor Person thereof. Each Holder, by accepting the Notes, waives and releases all such liability. The waiver
and release are part of the consideration for the issuance of the Notes, the Subsidiary Guarantees and the JV
Subsidiary Guarantees. Such waiver may not be effective to waive liabilities under the federal securities laws.

CONCERNING THE TRUSTEE AND THE AGENTS

China Construction Bank (Asia) Corporation Limited (*E&aR1TERINEMARATF) is to be
appointed as Trustee under the Indenture, as note registrar (the “Registrar”) and as paying and transfer agent (the
“Paying and Transfer Agent” and, together with the Registrar, the “Agents”) with regard to the Notes. Except
during the continuance of an Event of Default, the Trustee will not be liable, except for the performance of such
duties as are specifically set forth in the Indenture and the Notes, and no implied covenant or obligation shall
be read into the Indenture or the Notes against the Trustee. If an Event of Default has occurred and is continuing,
the Trustee will use the same degree of care and skill in its exercise of the rights and powers vested in it under
the Indenture or the Notes as a prudent person would exercise under the circumstances in the conduct of such
person’s own affairs. The Trustee will be under no obligation to exercise any of its rights or powers under the
Indenture at the request of any Holder, unless the requisite number of such Holder shall have instructed the
Trustee in writing and offered to the Trustee security and/or indemnity and/or prefunding satisfactory to it against
loss, liability or expense.

The Indenture contains limitations on the rights of the Trustee, should it become a creditor of the
Company, any of the Subsidiary Guarantors, or JV Subsidiary Guarantors (if any), to obtain payment of claims
in certain cases or to realize on certain property received by it in respect of any such claims, as security or
otherwise. The Trustee and the Agents are permitted to engage in other transactions, including normal banking
and trustee and agency relationships, with the Company, the Subsidiary Guarantors and the JV Subsidiary
Guarantors (if any) and their respective Affiliates; provided, however, that if it acquires any conflicting interest,
it must eliminate such conflict or resign.

Furthermore, each Holder shall be solely responsible for making and continuing to make its own
independent appraisal and investigation into the financial condition, creditworthiness, condition, affairs, status
and nature of the Company and the Subsidiary Guarantors, and the Trustee shall not at any time have any
responsibility.
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BOOK-ENTRY; DELIVERY AND FORM

The Notes will be represented by one or more global notes in registered form without interest coupons
attached (the “Global Note”). On the Original Issue Date, the Global Note will be deposited with a common
depositary and registered in the name of the common depositary or its nominee for the accounts of Euroclear and
Clearstream.

GLOBAL NOTE

Ownership of beneficial interests in the Global Note (the “book-entry interests”) will be limited to
persons that have accounts with Euroclear and/or Clearstream or persons that may hold interests through such
participants. Book-entry interests will be shown on, and transfers thereof will be effected only through, records
maintained in book-entry form by Euroclear and Clearstream and their participants.

Except as set forth below under “— Individual Definitive Notes,” the book-entry interests will not be
held in definitive form. Instead, Euroclear and/or Clearstream will credit on their respective book-entry
registration and transfer systems a participant’s account with the interest beneficially owned by such participant.
The laws of some jurisdictions may require that certain purchasers of securities take physical delivery of such
securities in definitive form. The foregoing limitations may impair the ability to own, transfer or pledge
book-entry interests.

So long as the Notes are held in global form, the common depositary for Euroclear and/or Clearstream
(or its nominee) will be considered the sole holder of the Global Note for all purposes under the Indenture and
“holders” of book-entry interests will not be considered the owners or “Holders” of Notes for any purpose. As
such, participants must rely on the procedures of Euroclear and Clearstream and indirect participants must rely
on the procedures of the participants through which they own book-entry interests in order to transfer their
interests in the Notes or to exercise any rights of Holders under the Indenture.

None of the Company, the Subsidiary Guarantors, the JV Subsidiary Guarantors (if any), the Trustee or
any of their respective agents will have any responsibility or be liable for any aspect of the records relating to
the book-entry interests. The Notes are not issuable in bearer form.

Payments on the Global Note

Payments of any amounts owing in respect of the Global Note (including principal, premium, interest
and Additional Amounts) will be made to the Paying and Transfer Agent in U.S. dollars. The Paying and Transfer
Agent will, in turn, make such payments to the common depositary for Euroclear and Clearstream, which will
distribute such payments to participants in accordance with their procedures. The Company will make payments
of all such amounts without deduction or withholding for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature, except as may be required by law and as described
under “— Additional Amounts.”

Under the terms of the Indenture, the Company, the Agents and the Trustee will treat the registered
holder of the Global Note (i.e., the common depositary or its nominee) as the owner thereof for the purpose of
receiving payments and for all other purposes. Consequently, none of the Company, the Subsidiary Guarantors,
the JV Subsidiary Guarantors, the Trustee or any of their respective agents has or will have any responsibility
or liability for:

* any aspect of the records of Euroclear, Clearstream or any participant or indirect participant relating
to or payments made on account of a book-entry interest, for any such payments made by Euroclear,
Clearstream or any participant or indirect participants, or for maintaining, supervising or reviewing
any of the records of Euroclear, Clearstream or any participant or indirect participant relating to or
payments made on account of a book-entry interest; or

* any action or failure to take action by Euroclear, Clearstream or any participant or indirect
participant.

Payments by participants to owners of book-entry interests held through participants are the
responsibility of such participants.
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Redemption of Global Note

In the event any Global Note, or any portion thereof, is redeemed, the common depositary will distribute
the amount received by it in respect of the Global Note so redeemed to Euroclear and/or Clearstream, as
applicable, who will distribute such amount to the holders of the book-entry interests in such Global Note. The
redemption price payable in connection with the redemption of such book-entry interests will be equal to the
amount received by the common depositary, Euroclear or Clearstream, as applicable, in connection with the
redemption of such Global Note (or any portion thereof). The Company understands that under existing practices
of Euroclear and Clearstream, if fewer than all of the Notes are to be redeemed at any time, Euroclear and
Clearstream will credit their respective participants’ accounts on a proportionate basis (with adjustments to
prevent fractions) or by lot or on such other basis as they deem fair and appropriate; provided, however, that no
book-entry interest of US$150,000 principal amount, or less, as the case may be, will be redeemed in part.

Action by Owners of Book-Entry Interests

Euroclear and Clearstream have advised that they will take any action permitted to be taken by a Holder
of Notes only at the direction of one or more participants to whose account the book-entry interests in the Global
Note are credited and only in respect of such portion of the aggregate principal amount of Notes as to which such
participant or participants has or have given such direction. Euroclear and Clearstream will not exercise any
discretion in the granting of consents, waivers or the taking of any other action in respect of the Global Note.

Transfers

Transfers between participants in Euroclear and Clearstream will be effected in accordance with
Euroclear and Clearstream’s rules and will be settled in immediately available funds. If a Holder requires
physical delivery of individual definitive notes for any reason, including to sell the Notes to persons in
jurisdictions which require physical delivery of such securities or to pledge such securities, such Holder must
transfer its interest in the Global Note in accordance with the normal procedures of Euroclear and Clearstream
and in accordance with the provisions of the Indenture.

Book-entry interests in the Global Note will be subject to the restrictions on transfer discussed under
“Transfer Restrictions.”

Any book-entry interest in a Global Note that is transferred to a person who takes delivery in the form
of a book-entry interest in another Global Note will, upon transfer, cease to be a book-entry interest in the
first-mentioned Global Note and become a book-entry interest in the other Global Note and, accordingly, will
thereafter be subject to all transfer restrictions, if any, and other procedures applicable to book-entry interests in
such other Global Note for as long as it retains such a book-entry interest.

Global Clearance and Settlement Under the Book-Entry System

Book-entry interests owned through Euroclear or Clearstream accounts will follow the settlement
procedures applicable. Book-entry interests will be credited to the securities custody accounts of Euroclear and
Clearstream holders on the business day following the settlement date.

The book-entry interests will trade through participants of Euroclear or Clearstream, and will settle in
same-day funds. Since the purchaser determines the place of delivery, it is important to establish at the time of
trading of any book-entry interests where both the purchaser’s and seller’s accounts are located to ensure that
settlement can be made on the desired value date.

Information Concerning Euroclear and Clearstream
The Company understands as follows with respect to Euroclear and Clearstream:
Euroclear and Clearstream hold securities for participating organizations and facilitate the clearance and

settlement of securities transactions between their respective participants through electronic book-entry changes
in accounts of such participants. Euroclear and Clearstream provide to their participants, among other things,
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services for safekeeping, administration, clearance and settlement of internationally traded securities and
securities lending and borrowing. Euroclear and Clearstream interface with domestic securities markets.
Euroclear and Clearstream participants are financial institutions, such as underwriters, securities brokers and
dealers, banks and trust companies, and certain other organizations. Indirect access to Euroclear or Clearstream
is also available to others such as banks, brokers, dealers and trust companies that clear through or maintain a
custodian relationship with a Euroclear or Clearstream participant, either directly or indirectly.

Although the foregoing sets out the procedures of Euroclear and Clearstream in order to facilitate the
original issue and subsequent transfers of interests in the Notes among participants of Euroclear and Clearstream,
neither Euroclear nor Clearstream is under any obligation to perform or continue to perform such procedures, and
such procedures may be discontinued at any time.

None of the Company, the Subsidiary Guarantors, the JV Subsidiary Guarantors, the Trustee or any of
their respective agents will have responsibility for the performance of Euroclear or Clearstream or their
respective participants of their respective obligations under the rules and procedures governing their operations,
including, without limitation, rules and procedures relating to book-entry interests.

Individual Definitive Notes

If (1) the common depositary or any successor to the common depositary is at any time unwilling or
unable to continue as a depositary for the reasons described in the Indenture and a successor depositary is not
appointed within 90 days, (2) either Euroclear or Clearstream, or a successor clearing system is closed for
business for a continuous period of 14 days (other than by reason of holidays, statutory or otherwise) or
announces an intention to permanently cease business or does in fact do so, or (3) any of the Notes has become
immediately due and payable in accordance with “— Events of Default” and the Company has received a written
request from a Holder, the Company will issue individual definitive notes in registered form in exchange for the
Global Note. Upon receipt of such notice from the common depositary or a Holder, as the case may be, the
Company will use its best efforts to make arrangements with the common depositary for the exchange of interests
in the Global Note for individual definitive notes and cause the requested individual definitive notes to be
executed and delivered to the Registrar in sufficient quantities and authenticated by or on behalf of the Trustee
or the Registrar for delivery to Holders. Persons exchanging interests in a Global Note for individual definitive
notes will be required to provide the Registrar, through the relevant clearing system, with written instruction and
other information required by the Company and the Registrar to complete, execute and deliver such individual
definitive notes. In all cases, individual definitive notes delivered in exchange for any Global Note or beneficial
interests therein will be registered in the names, and issued in any approved denominations, requested by the
relevant clearing system.

Individual definitive notes will not be eligible for clearing and settlement through Euroclear or
Clearstream.

NOTICES

All notices or demands required or permitted by the terms of the Notes or the Indenture to be given to
or by the Holders are required to be in writing and may be given or served by being sent by prepaid courier or
first-class mail (if intended for the Company or any Subsidiary Guarantor) addressed to the Company at the
principal office of the Company or such other address as the Company may advise the Trustee in writing from
time to time; or (if intended for the Trustee) at the corporate trust office of the Trustee; and (if intended for any
Holder) addressed to such Holder at such Holder’s last address as it appears in the Note register.

Any such notice or demand will be deemed to have been sufficiently given or served when so sent or
deposited and, if to the Holders, when delivered in accordance with the applicable rules and procedures of
Euroclear or Clearstream, as the case may be. Any such notice shall be deemed to have been delivered on the
day such notice is delivered to Euroclear or Clearstream, as the case may be, or if by mail, when so sent or
deposited.
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CONSENT TO JURISDICTION; SERVICE OF PROCESS

The Company and each of the Subsidiary Guarantors and each of the JV Subsidiary Guarantors (if any)
will irrevocably (1) submit to the non-exclusive jurisdiction of any U.S. federal or New York state court located
in the Borough of Manhattan, The City of New York in connection with any suit, action or proceeding arising
out of, or relating to, the Notes, any Subsidiary Guarantee, any JV Subsidiary Guarantee, the Indenture or any
transaction contemplated thereby; and (2) designate and appoint National Corporate Research, Ltd. for receipt
of service of process in any such suit, action or proceeding.

GOVERNING LAW

Each of the Notes, the Subsidiary Guarantees, the JV Subsidiary Guarantees and the Indenture will be
governed by, and construed in accordance with, the laws of the State of New York.

DEFINITIONS

Set forth below are defined terms used in the covenants and other provisions of the Indenture. Reference
is made to the Indenture for other capitalized terms used in this “Description of the Notes” for which no
definition is provided.

“Acquired Indebtedness” means Indebtedness of a Person existing at the time such Person becomes a
Restricted Subsidiary or Indebtedness of a Restricted Subsidiary assumed in connection with an Asset
Acquisition by such Restricted Subsidiary whether or not Incurred in connection with, or in contemplation of,
the Person merging with or into or becoming a Restricted Subsidiary.

“Affiliate” means, with respect to any Person, any other Person (1) directly or indirectly controlling,
controlled by, or under direct or indirect common control with, such Person; (2) who is a director or officer of
such Person or any Subsidiary of such Person or of any Person referred to in clause (1) of this definition; or (3)
who is a spouse or any person cohabiting as a spouse, child or step child, parent or step parent, brother, sister,
step brother or step sister, parent in law, grandchild, grandparent, uncle, aunt, nephew and niece of a Person
described in clause (1) or (2). For purposes of this definition, “control” (including, with correlative meanings,
the terms “controlling,” “controlled by” and “under common control with”), as applied to any Person, means the
possession, directly or indirectly, of the power to direct or cause the direction of the management and policies
of such Person, whether through the ownership of voting securities, by contract or otherwise.

“Asset Acquisition” means (1) an investment by the Company or any Restricted Subsidiary in any other
Person pursuant to which such Person shall become a Restricted Subsidiary or shall be merged into or
consolidated with the Company or any Restricted Subsidiary; or (2) an acquisition by the Company or any
Restricted Subsidiary of the property and assets of any Person other than the Company or any Restricted
Subsidiary that constitute substantially all of a division or line of business of such Person.

“Asset Disposition” means the sale or other disposition by the Company or any Restricted Subsidiary
(other than to the Company or another Restricted Subsidiary) of (1) all or substantially all of the Capital Stock
of any Restricted Subsidiary; or (2) all or substantially all of the assets that constitute a division or line of
business of the Company or any Restricted Subsidiary.

“Asset Sale” means any sale, transfer or other disposition (including by way of merger, consolidation or
Sale and Leaseback Transaction) of any of its property or assets (including any sale of Capital Stock of a
Subsidiary or issuance of Capital Stock by a Restricted Subsidiary) in one transaction or a series of related
transactions by the Company or any Restricted Subsidiary to any Person; provided that “Asset Sale” shall not
include:

(1) sales or other dispositions of inventory, receivables and other current assets (including properties
under development for sale and completed properties for sale) in the ordinary course of business;

(2) sales, transfers or other dispositions of assets constituting a Permitted Investment or Restricted
Payment permitted to be made under the “Limitation on Restricted Payments” covenant;
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(3) sales, transfers or other dispositions of assets with a Fair Market Value not in excess of US$1.0
million (or the Dollar Equivalent thereof) in any transaction or series of related transactions;

(4) any sale, transfer, assignment or other disposition of any property, or equipment that has become
damaged, worn out, obsolete or otherwise unsuitable for use in connection with the business of the
Company or its Restricted Subsidiaries;

(5) any transfer, assignment or other disposition deemed to occur in connection with creating or granting
any Permitted Lien;

(6) a transaction covered by the “Consolidation, Merger and Sale of Assets” covenant; and

(7) any sale, transfer or other disposition by the Company or any Restricted Subsidiary, including the
sale or issuance by the Company or any Restricted Subsidiary of any Capital Stock of any Restricted
Subsidiary, to the Company or any Restricted Subsidiary.

“Attributable Indebtedness” means, in respect of a Sale and Leaseback Transaction, at the time of
determinations, the present value, discounted at the interest rate implicit in the Sale and Leaseback Transaction,
of the total obligations of the lessee for rental payments during the remaining term of the lease in the Sale and
Leaseback Transaction, including any period for which such lease has been extended or may, at the opinion of
the lessor, be extended.

“Average Life” means, at any date of determination with respect to any Indebtedness, the quotient
obtained by dividing (1) the sum of the products of (a) the number of years from such date of determination to
the dates of each successive scheduled principal payment of such Indebtedness and (b) the amount of such
principal payment by (2) the sum of all such principal payments.

“Bank Deposit Secured Indebtedness” means Indebtedness of the Company or any Restricted Subsidiary
that is (i) secured by cash deposits, bank accounts or other assets of the Company or a Restricted Subsidiary
and/or (ii) guaranteed by a guarantee or a letter of credit (or similar instruments) from or arranged by the
Company or a Restricted Subsidiary and is used by the Company and its Restricted Subsidiaries to in effect
exchange foreign currencies or remit money onshore or offshore.

“Board of Directors” means the board of directors elected or appointed by the stockholders of the
Company to manage the business of the Company or any committee of such board duly authorized to take the
action purported to be taken by such committee.

“Board Resolution” means any resolution of the Board of Directors taking an action which it is
authorized to take and adopted at a meeting duly called and held at which a quorum of disinterested members
(if so required) was present and acting throughout or adopted by written resolution executed by every member
of the Board of Directors.

“Business Day” means any day which is not a Saturday, Sunday, legal holiday or other day on which
banking institutions in The City of New York, London or Hong Kong (or in any other place in which payments
on the Notes are to be made) are authorized by law or governmental regulation to close.

“Capital Stock” means, with respect to any Person, any and all shares, interests, participations or other
equivalents (however designated, whether voting or non-voting) in equity of such Person, whether outstanding
on the Original Issue Date or issued thereafter, including, without limitation, all Common Stock and Preferred
Stock, but excluding debt securities convertible into such equity.

“Capitalized Lease” means, with respect to any Person, any lease of any property (whether real, personal
or mixed) which, in conformity with GAAP, is required to be capitalized on the balance sheet of such Person,
provided that Capitalized Lease shall not include any lease which would have been classified as an “operating
lease” before the adoption of GAAP 16.

“Capitalized Lease Obligations” means the discounted present value of the rental obligations under a
Capitalized Lease.
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“Change of Control” means the occurrence of one or more of the following events:

(1) the direct or indirect sale, transfer, conveyance or other disposition (other than by way of merger or
consolidation) in one or a series of related transactions, of all or substantially all of the properties
or assets of the Company and its Restricted Subsidiaries, taken as a whole, to any “person” (within
the meaning of Section 13(d) of the Exchange Act), other than one or more Permitted Holders;

(2) the Company consolidates with, or merges with or into, any Person (other than one or more
Permitted Holders), or any Person consolidates with, or merges with or into, the Company, in any
such event pursuant to a transaction in which any of the outstanding Voting Stock of the Company
or such other Person is converted into or exchanged for cash, securities or other property, other than
any such transaction where the Voting Stock of the Company outstanding immediately prior to such
transaction is converted into or exchanged for (or continues as) Voting Stock (other than
Disqualified Stock) of the surviving or transferee Person constituting a majority of the outstanding
shares of Voting Stock of such surviving or transferee Person (immediately after givi