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Strictly confidential—Do not forward

THIS DOCUMENT IS AVAILABLE ONLY TO INVESTORS WHO ARE
OUTSIDE OF THE UNITED STATES PURCHASING IN AN “OFFSHORE
TRANSACTION” AS DEFINED IN REGULATION S.

IMPORTANT: You must read the following disclaimer before continuing. If you are not the intended recipient of this message, please do not
distribute or copy the information contained in this e-mail, but instead, delete and destroy all copies of this e-mail including all attachments.
The following applies to the document attached to this e-mail. You are therefore advised to read this disclaimer carefully before reading,
accessing 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.

Confirmation of Your Representation: You have accessed the attached document on the basis that you have confirmed your representation to
Morgan Stanley & Co. International plc, Goldman Sachs (Asia) L.L.C., BNP Paribas and The Hongkong and Shanghai Banking Corporation Limited (the
“Joint Global Coordinators”) and Morgan Stanley & Co. International plc, Goldman Sachs (Asia) L.L.C., BNP Paribas, The Hongkong and Shanghai
Banking Corporation Limited and UBS AG Hong Kong Branch (the “Joint Lead Managers” and “Joint Bookrunners”) that (1) you are outside the
United States, as defined in Regulation S under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and, to the extent you purchase
the securities described in the attached document, you will be doing in an offshore transaction so pursuant to Regulation S under the Securities Act
AND (2) that you consent to delivery of the attached document and any amendments or supplements thereto by electronic transmission.

Section 309B(1) Notification—the Issuer has determined, and hereby notifies all persons (including all relevant persons (as defined in Section
309A(1) of the Securities and Futures Act, Chapter 289 of Singapore)) that the Notes are prescribed capital markets products (as defined in the
Securities and Futures (Capital Markets Products) 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).

The attached document is not a prospectus for the purposes of the European Union’s Prospectus Regulation (Regulation EU 2017/1129) (and
any amendments thereto) as implemented in member states of the European Economic Area (the “EEA") (which, for these purposes, include
the United Kingdom).

Prohibition of Sales to EEA and United Kingdom Retail Investors—The securities are not intended to be offered, sold or otherwise made
available to and should not be offered, sold or otherwise made available to any retail investor in the EEA or in the United Kingdom. For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU (as amended, “MiFID I1”); or (ii) a customer within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution Directive”),
where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MIFID Il. Consequently no key
information document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for offering or selling the securities or
otherwise making them available to retail investors in the EEA has been prepared and therefore offering or selling the securities or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

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

Restrictions: The attached document is being furnished in connection with an offering exempt from registration under the Securities Act solely
for the purpose of enabling a prospective investor to consider the purchase of the securities described therein. You are reminded that the
information in the attached document is not complete and may be changed. Any investment decision should be made on the basis of the final
terms and conditions of the relevant securities and the information contained in the final document that will be distributed to you prior to the
relevant closing date, if any, and not on the basis of the attached document. If you have gained access to this transmission contrary to any of
the restrictions herein, you are not authorized and will not be able to purchase any of the securities described in the offering memorandum.
The attached 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 none of the issuer of the securities, the Joint Global Coordinator,
the Joint Lead Manager, the Joint Bookrunner, the Trustee, the Agents or any person who controls any of them or any of their respective
directors, employees, representatives or affiliates accepts any liability or responsibility whatsoever in respect of any discrepancies between the
document distributed to you in electronic format and the hard copy version. We will provide a hard copy version to you upon request.

THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT NOR UNDER THE SECURITIES LAWS OF ANY
STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND THEY MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO
EXCEPT PURSUANT TO AN EXCEPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT AND ANY APPLICABLE STATE OR LOCAL SECURITIES LAWS.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY JURISDICTION WHERE SUCH OFFER
WOULD BE UNLAWFUL.

Except with respect to eligible investors in jurisdictions where such offer is permitted by law, nothing in this electronic transmission constitutes
an offer or an invitation by or on behalf of either the issuer of the securities or the initial purchaser to subscribe for or purchase any of the
securities described therein, and access has been limited so that it shall not constitute a general advertisement or solicitation in the United
States or elsewhere. If a jurisdiction requires that the offering be made by a licensed broker or dealer and the initial purchaser or any affiliate
of the initial purchaser is a licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by the initial purchaser or
their respective affiliates on behalf of the issuer in such jurisdiction.

You are reminded that you have accessed the attached document on the basis that you are a person into whose possession the document may
be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you may not nor are you authorized to
deliver this document, electronically or otherwise, to any other person. 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.

Actions that You May Not Take: You should not reply by e-mail to this communication, and you may not purchase any securities by doing so.
Any reply e-mail communications, including those you generate by using the “Reply” function on your e-mail software, may not be received,
and even if received will be ignored or rejected.

YOU ARE NOT AUTHORIZED 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. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THE ATTACHED DOCUMENT, IN WHOLE OR IN PART, IS UNAUTHORIZED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY
RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

You are responsible for protecting against viruses and other items of a destructive nature. Your use of this e-mail 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.



OFFERING MEMORANDUM CONFIDENTIAL
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Country Garden Holdings Company Limited
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(incorporated with limited liability under the laws of the Cayman Islands)

US$544,000,000 5.4% Senior Notes due 2025

We are offering 5.4% Senior Notes due 2025 in the aggregate principal amount of US$544,000,000 (the “Notes”). The Notes will bear
interest at the rate of 5.4% per annum and will mature on May 27, 2025.

We will pay interest on the Notes on May 27 and November 27 of each year, commencing November 27, 2020. We may at our option
redeem the Notes, in whole or in part, at any time and from time to time on or after May 27, 2023, at the redemption prices set forth in
this offering memorandum plus accrued and unpaid interest (if any) to (but not including) the redemption date. At any time prior to
May 27, 2023, we may at our option redeem the Notes, in whole but not in part, at a redemption price equal to 100% of the principal
amount of the Notes plus a premium as set forth in this offering memorandum, and accrued and unpaid interest. At any time and from
time to time prior to May 27, 2023, we may redeem up to 35% in aggregate principal amount of the Notes, at a redemption price equal to
105.4%, plus accrued and unpaid interest, if any, with the proceeds from sales of certain kinds of our capital stock. For a more detailed
description of the redemption of the Notes, see “Description of the Notes—Optional redemption.”

Upon the occurrence of a Change of Control Triggering Event, we must make an offer to repurchase all Notes outstanding at a purchase
price equal to 101% of their principal amount, plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes are senior obligations of Country Garden Holdings Company Limited (the “Issuer” or the “Company”), guaranteed by our
existing subsidiaries (the “Subsidiary Guarantors”) (the “Subsidiary Guarantees”) other than certain subsidiaries specified in “Description of
the Notes” and those organized under the laws of the People’s Republic of China (the “PRC") (the “Non-Guarantor Subsidiaries"”).

The Notes will (1) rank at least pari passu with all our other unsecured, unsubordinated indebtedness (subject to any priority rights
pursuant to applicable law), (2) be effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries,
including our subsidiaries in the PRC, and (3) be effectively subordinated to our secured obligations and those of the Subsidiary
Guarantors, to the extent of the assets serving as security therefor. The Notes and the Subsidiary Guarantees will be secured by liens over
the capital stock of the Subsidiary Guarantors, and pursuant to an intercreditor agreement (as amended and supplemented, the
“Intercreditor Agreement”), rank pari passu with respect to such collateral with the Issuer’s obligations under the Existing Pari Passu
Secured Indebtedness (as defined herein).

For a more detailed description of the Notes, see “Description of the Notes.”
Investing in the Notes involves risks. See “Risk factors.”

Application will be made for the listing and quotation of the Notes on the Singapore Exchange Securities Trading Limited (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 for the listing and quotation of the Notes on the SGX-ST is not to be taken as an indication of the merits of the
offering, the Company, the Subsidiary Guarantors, or any of their respective associated companies (if any), the Notes or the Subsidiary
Guarantees. The Notes will be traded on the SGX-ST in a minimum board lot size of US$200,000 for so long as the Notes are listed on the
SGX-ST.

Offering Price: 100.0%
The Offering Price set forth above does not include accrued interest, if any. Interest on the Notes will accrue from May 27, 2020.

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

With reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises (&
FEERUCE R B e 2 B T AT S8 St A SO ) (the “NDRC Notice”) promulgated by National Development and Reform
Commission (the “NDRC”) of the PRC on September 14, 2015 which came into effect on the same day, we have registered the issuance of
the Notes with the NDRC and obtained a certificate from the NDRC dated November 21, 2019, evidencing such registration. Pursuant to the
registration certificate, we will cause relevant information relating to the issue of the Notes to be reported to the NDRC within 10 PRC
working days after the issue date of the Notes.

It is expected that delivery of the Notes will be made on or about May 27, 2020 through the book-facilities of Euroclear Bank SA/NV (“Euroclear”) and
Clearstream Banking S.A. (“Clearstream”) against payment therefor in immediately available funds.

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners

Morgan Stanley Goldman Sachs (Asia) L.L.C BNP PARIBAS HSBC UBS

Offering Memorandum dated May 19, 2020
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This offering memorandum does not constitute an offer to sell or a solicitation of an offer to buy
in any jurisdiction to any person 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.

Section 309B(1) Notification—the Issuer has determined, and hereby notifies all persons
(including all relevant persons (as defined in Section 309A(1) of the Securities and Futures Act,
Chapter 289 of Singapore)) that the Notes are prescribed capital markets products (as defined in
the Securities and Futures (Capital Markets Products) 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).

This offering memorandum is not a prospectus for the purposes of the European Union's
Prospectus Regulation (Regulation EU2017/1129) (as amended or superseded) as implemented in
member states of the European Economic Area (the "EEA") (which, for these purposes, include
the United Kingdom).

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



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

IN CONNECTION WITH THIS OFFERING, ANY INITIAL PURCHASER, AS STABILIZING MANAGER, OR
ANY PERSON OR ENTITY ACTING ON ITS BEHALF, MAY OVER-ALLOT NOTES OR EFFECT
PURCHASES AND SALES OF THE NOTES IN THE OPEN MARKET. THESE TRANSACTIONS MAY, TO
THE EXTENT PERMITTED BY APPLICABLE LAWS AND REGULATIONS, INCLUDE SHORT SALES,
STABILIZING TRANSACTIONS AND PURCHASES TO COVER POSITIONS CREATED BY SHORT SALES.
THESE ACTIVITIES MAY STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE MARKET PRICE OF THE
NOTES. AS A RESULT, THE PRICE OF THE NOTES MAY BE HIGHER THAN THE PRICE THAT
OTHERWISE MIGHT EXIST IN THE OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY
WILL BE CONDUCTED IN ACCORDANCE WITH APPLICABLE LAWS AND REGULATIONS AND MAY
BE ENDED AT ANY TIME, BUT MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE
ISSUE DATE OF THE NOTES AND 60 DAYS AFTER THE ALLOTMENT OF THE NOTES. THESE
ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR THE ACCOUNT OF SUCH INITIAL PURCHASER, AS
STABILIZING MANAGER (OR ANY PERSON OR ENTITY ACTING ON ITS BEHALF) AND NOT FOR THE
ISSUER OR ON ITS BEHALF.

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

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



memorandum for any other purpose, or disclose any information in this offering memorandum
to any other person.

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

No representation or warranty, express or implied, is made by the Initial Purchasers (as defined in
the section headed “Plan of Distribution”), Citicorp International Limited (the “Trustee”),
Citibank, N.A., London Branch (the “Paying and Transfer Agent”, the “Calculation Agent” and
the “Registrar,” collectively, the “Agents”) or any person who controls any of them, 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 shall be relied upon as, a
promise or representation, whether as to the past or the future. The Trustee, the Agents and
each person who controls any of them and each of their respective directors, officers, employees,
representatives, agents, advisers and affiliates have not independently verified all of such
information and they assume no responsibility for its accuracy or completeness.

Prospective investors in the Notes should rely only on the information contained in this offering
memorandum. Neither we nor the Initial Purchasers, the Trustee or the Agents or any person
who controls any of them nor each of their respective directors, officers, employees,
representatives, agents, advisers and affiliates have authorized the provision of information
different from that contained in this offering memorandum. The information contained in this
offering memorandum is accurate in all material respects only as of the date of this offering
memorandum, regardless of the time of delivery of this offering memorandum or of any sale of
the Notes. Neither the delivery of this offering memorandum nor any sale made hereunder shall
under any circumstances imply that there has been no change in our affairs or those of each of
our respective subsidiaries or that the information set forth herein is correct in all material
respects as of any date subsequent to the date hereof.

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

The Notes and the Subsidiary Guarantees have not been approved or disapproved by the United
States Securities and Exchange Commission, any state securities commission in the United States
or any other United States regulatory authority, nor have any of the foregoing authorities passed



upon or endorsed the merits of the offering or the accuracy or adequacy of this offering
memorandum. Any representation to the contrary is a criminal offense in the United States.

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

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. None of us, the Initial
Purchasers, the Trustee, the Agents, or any of our or their respective affiliates or representatives
is or are making any representation to you regarding the legality of an investment in the Notes
by you under any legal, investment or similar laws or regulations. You should not consider any
information in this offering memorandum to be legal, business or tax advice. You should consult
your own attorney, business adviser and tax adviser for legal, business and tax advice regarding
an investment in the Notes.

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

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 “Issuer,” the “Company,” the “Group” and words of similar import, we are referring
to Country Garden Holdings Company Limited itself, or to Country Garden Holdings Company
Limited and its consolidated subsidiaries, as the context requires.

'z

Market data and certain industry forecast and statistics in this offering memorandum have been
obtained from both public and private sources, including market research, publicly available
information and industry publications. Although we believe this information to be reliable, it has
not been independently verified by us or the Initial Purchasers or our or their respective directors
and advisors, and neither us, the Initial Purchasers nor our or their respective directors and
advisors make any representation as to the accuracy or completeness of that information. Such
information may not be consistent with other information compiled within or outside the PRC.
Due to possibly inconsistent collection methods and other problems, the statistics herein may be
inaccurate and should not be unduly relied upon. In addition, third-party information providers
may have obtained information from market participants and such information may not have
been independently verified. This offering memorandum summarizes certain documents and
other information, and investors should refer to them for a more complete understanding of
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what is discussed in those documents. In making an investment decision, each investor must rely
on its own examination of us and the terms of the offering and the Notes, including the merits
and risks involved.

In this offering memorandum, all references to “US$” and “U.S. dollars” are to United States
dollars, the official currency of the United States; all references to “HK$” 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"); all references to “RMB" or “Renminbi” are to the Renminbi, the
official currency of the People’s Republic of China.

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 RMB6.9618 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, 2019, and all translations from H.K. dollars into U.S. dollars were made at the rate
of HK$7.7894 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, 2019. All such translations in this offering memorandum are provided solely for
your convenience and no representation is made that the Renminbi amounts referred to herein
have been, could have been or could be converted into U.S. dollars or H.K. dollars, or vice versa,
at any particular rate or at all. For further information relating to the exchange rates, see
“Exchange rates.”

References to the “2016 Club Loan” are to our US$1.5 billion equivalent dual tranche
transferable term loan facility. See “Description of other material indebtedness—Offshore facility
agreements.”

References to the “2017 Club Loan” are to our HK$2,454 million and US$945 million dual tranche
transferable term loan facility. See “Description of other material indebtedness—Offshore facility
agreements.”

Reference to the “2018 Loan"” are to our €300 million term loan facility. See “Description of other
material indebtedness—Offshore facility agreements.”

References to the “December 2018 Loan” are to our HK$3,970 million and US$560.5 million dual
tranche transferable term loan facility with a greenshoe option for a term of 36 months and 24
months, respectively. See “Description of other material indebtedness—Offshore facility
agreements.”

References to the “2019 Club Loan” are to the dual tranche transferable term loan facilities
denominated in both H.K. dollars and U.S. dollars in an aggregate amount equivalent to
approximately US$1,377.3 million for a term of four years. See “Description of other material
indebtedness—Offshore facility agreements.”

References to the “2014 Notes” are to our 11.750% senior notes due 2014 issued on
September 10, 2009 in the aggregate principal amount of US$300 million (the “Original 2014
Notes”) and further issued on September 23, 2009 in the aggregate principal amount of US$75
million, which were consolidated and formed a single series with the Original 2014 Notes). As of
the date of this offering memorandum, we have redeemed in full the 2014 Notes.
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References to the “2017 Notes” are to our 11.250% senior notes due 2017 issued on April 22,
2010 in the aggregate principal amount of US$550 million. As of the date of this offering
memorandum, we have redeemed in full the 2017 Notes.

References to the “2018 Notes” are to our 11.125% senior notes due 2018 issued on February 23,
2011 in the aggregate principal amount of US$900 million. As of the date of this offering
memorandum, we have redeemed in full the 2018 Notes.

References to the “November 2018 Notes” are to our senior notes due 2018 issued on
November 22, 2017 in the aggregate principal amount of US$500 million. As of the date of this
offering memorandum, we have redeemed in full the November 2018 Notes.

References to the “2019 Notes” are to our 7.875% senior notes due 2019 issued on May 27, 2014
in the aggregate principal amount of US$550 million. As of the date of this offering
memorandum, we have redeemed in full the 2019 Notes.

References to the “2020 Notes” are to our 7.50% senior notes due 2020 issued on March 9, 2015
in the aggregate principal amount of US$900 million. See “Description of other material
indebtedness—2020 Notes.” As of the date of this offering memorandum, we had redeemed in
full the 2020 Notes.

References to the “2021 Notes” are to our 7.25% senior notes due 2021 issued on October 4,
2013 in the aggregate principal amount of US$750 million. See “Description of other material
indebtedness—2021 Notes.”

References to the “March 2021 Notes'' are to our 5.80% senior notes due 2021 issued on
March 12, 2018 in the aggregate principal amount of RMB950 million. See “Description of other
material indebtedness—March 2021 Notes."”

References to the “2022 Notes” are to our 4.75% senior notes due 2022 issued on July 25, 2017 in
the aggregate principal amount of US$700 million. See “Description of other material
indebtedness—2022 Notes.”

References to the “January 2022 Notes” are to our 7.125% senior notes due 2022 issued on
September 27, 2018 in the aggregate principal amount of US$425 million. See Description of
other material indebtedness—January 2022 Notes.

References to the “April 2022 Notes” are to our 7.125% senior notes due 2022 issued on
January 25, 2019 in the aggregate principal amount of US $550 million. See “Description of other
material indebtedness—April 2022 Notes."”

References to the “2023 Notes” are to our 7.50% senior notes due 2023 issued on January 10,
2013 in the aggregate principal amount of US$750 million. As of the date of this offering
memorandum, we have redeemed in full the 2023 Notes.

References to the “January 2023 Notes” are to our 4.75% senior notes due 2023 issued on
January 17, 2018 and July 31, 2018 in the aggregate principal amount of US$625 million (the
“January 2023 Notes"). See “Description of other material indebtedness—January 2023 Notes.”

References to the “September 2023 Notes” are to our 4.75% senior notes due 2023 issued on
September 28, 2016 in the aggregate principal amount of US$650 million. See “Description of
other material indebtedness—September 2023 Notes.”
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References to the “January 2024 Notes” are to our 8.000% senior notes due 2024 issued on
September 27, 2018 and January 25, 2019 in the aggregate principal amount of US$1,000 million.
See “Description of other material indebtedness—January 2024 Notes."”

References to the "April 2024 Notes” are to our 6.50% senior notes due 2024 issued on April 8,
2019 in the aggregate principal amount of US$550 million. See “Description of other material
indebtedness—April 2024 Notes."”

References to the “January 2025 Notes” are to our 5.125% senior notes due 2025 issued on
January 17, 2018 and September 4, 2018 in the aggregate principal amount of US$750 million.
See “Description of other material indebtedness—January 2025 Notes.”

References to the “September 2025 Notes” are to our 6.15% senior notes due 2025 issued on
September 17, 2019 in the aggregate principal amount of US$500 million. See “Description of
other material indebtedness—September 2025 Notes.”

References to the “2026 Notes” are to our 5.625% senior notes due 2026 issued on December 15,
2016 in the aggregate principal amount of US$350 million. See “Description of other material
indebtedness—2026 Notes."’

References to the "April 2026 Notes” are to our 7.25% senior notes due 2026 issued on April 8,
2019 and July 18, 2019 in the aggregate principal amount of US$1,350 million. See “Description
of other material indebtedness—April 2026 Notes."”

References to the “January 2027 Notes” are to our 5.125% senior notes due 2027 issued on
January 14, 2020 in the aggregate principal amount of US$550 million. See “Description of other
material indebtedness—January 2027 Notes."”

References to the “January 2030 Notes” are to our 5.625% senior notes due 2030 issued on
January 14, 2020 in the aggregate principal amount of US$450 million. See “Description of other
material indebtedness—January 2030 Notes.”

References to the “Existing Notes” are to the 2021 Notes, the March 2021 Notes, the 2022 Notes,
the January 2022 Notes, the April 2022 Notes, the January 2023 Notes, the September 2023
Notes, the January 2024 Notes, the April 2024 Notes, the January 2025 Notes, the September
2025 Notes, the 2026 Notes, the April 2026 Notes, the January 2027 Notes and the January 2030
Notes.

References to the “Asian Games City Project” are to the development of certain parcels of land
located in the Panyu District of Guangzhou City that we, together with certain other property
developers in the PRC, acquired pursuant to a land grant contract with the PRC government dated
December 22, 2009, as amended and supplemented. The development of this project will be
implemented through a project company (the “Asian Games City JV”), in which we, Agile Property
Holdings Limited (“Agile”), Shimao Property Holdings Limited (“Shimao”) and Citic South (Group)
Co. Ltd. (“Citic South”) each holds a 26.67%, 26.66%, 26.67% and 20% equity interest, respectively.
Although we hold only a minority interest in the Asian Games City JV, we have taken into account
this project when calculating the number of our projects, the site area or GFA data included in this
offering memorandum, unless otherwise specified. For additional information about the Asian
Games City Project, see “Business—Asian Games City Project.”

References to “contracted sales” refer to the purchase price of formal purchase contracts we
entered into with purchasers of our properties. We compile contracted sales information
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(including contracted sales amounts, ASP and GFA) through our internal records, and such
information has not been audited or reviewed by PricewaterhouseCoopers, Certified Public
Accountants, Hong Kong. As these sales and purchases contracts are subject to termination or
variation under certain circumstances pursuant to their contractual terms, or subject to default by
the relevant purchasers, they are not a guarantee of current or future contracted sales.
Contracted sales information included in this offering memorandum should in no event be
treated as an indication of our revenue or profitability. Our subsequent revenue recognized from
such contracted sales may be materially different from such contracted sales. Accordingly,
contracted sales information contained in this offering memorandum should not be unduly relied
upon as a measure or indication of our current or future operating performance. See “Risk
factors—Risks relating to our business—Our purchase contracts are subject to termination and
variation under certain circumstances and are not a guarantee of our current or future
contracted sales.”

References to “2023 Convertible Bonds” are to our HK$7,830,000,000 4.50% secured guaranteed
convertible bonds due 2023 issued on December 5, 2018.

References to the “DB Guarantee” are to the deeds of guarantee entered into by each of the
Subsidiary Guarantors dated May 9, 2017, whereby the Company’s obligations under the DB ISDA
Agreement (as defined below) will be unconditionally and irrevocably guaranteed by the
Subsidiary Guarantors.

References to the “DB Hedging Documents” are collectively to the DB Guarantee and the DB
ISDA Agreement.

References to the “DB Hedging Obligations” are to the amounts due from the Company and the
Subsidiary Guarantors under the DB Hedging Documents.

References to the “DB ISDA Agreement” are to the ISDA 2002 Master Agreement as modified by
the First Amendment Agreement entered into by the Company and Deutsche Bank AG dated
May 9, 2017.

References to the “GS Guarantee” are to the guarantee entered into by the Company, the
Subsidiary Guarantors and Goldman Sachs International dated June 30, 2016, whereby the
Company's obligations under the GS ISDA Agreement (as defined below) will be unconditionally
and irrevocably guaranteed by the Subsidiary Guarantors.

References to the “GS Hedging Documents” are collectively to the GS Guarantee and the GS ISDA
Agreement.

References to the “GS Hedging Obligations” are to the amounts due from the Company and the
Subsidiary Guarantors under the GS Hedging Documents.

References to the “GS ISDA Agreement” are to the ISDA 2002 Master Agreement as modified by
the schedule to the 2002 Master Agreement entered into by the Company and Goldman Sachs
International dated June 30, 2016.

References to the “PRC"” and “China” are to the People’s Republic of China and, for the purposes
of this offering memorandum, except where the context requires, do not include Hong Kong,
Macau Special Administrative Region of the PRC (“Macau”), or Taiwan. The “PRC government” or
the “State” means the central government of the PRC, including all political subdivisions
(including provincial, municipal and other regional or local governmental entities) and
instrumentalities thereof, or, where the context requires, any of them.
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References to the “Private Notes” are to our 7.50% senior notes due 2019 issued on June 5, 2014
in the aggregate principal amount of US$250 million. As of the date of this offering
memorandum, we have redeemed in full the Private Notes.

References to the “Rights Issue” are to our rights issue on October 13, 2014 of 1,271,988,736
rights shares of the Company at the subscription price of HK$2.50 each on the basis of one rights
share for every 15 existing shares held on the relevant record date.

Unless otherwise stated, the site area and GFA data at our property developments presented in
this offering memorandum do not include the site area and GFA attributable to our hotel
properties or planned hotel developments.

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 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 purpose only. In the event of any inconsistency, the Chinese name prevails.



Forward-looking statements

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

¢ the performance of the property market in places in which we engage in property
development;

e future developments in the property market in places in which we engage or may
engage in property development;

¢ the global economic environment and industry outlook generally;
¢ the availability of and changes to bank loans and other forms of financing;

e changes in political, economic, legal and social conditions in the places in which we
engage or may engage in property development, including government policies
concerning land supply, the availability and cost of project financing and mortgage
financing, pre-sales, and the pricing and volume of our property developments;

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

our ability to manage our growth and our geographically diversified business;

our ability to acquire and develop land;

¢ cost and supply of construction materials and labor;

the performance of the obligations and undertakings of the independent contractors
under various construction, building, interior decoration and installation contracts;

¢ the timely repayments by purchasers of our properties of mortgage loans guaranteed
by us;

¢ the performance of the obligations and commitments of our joint venture partners
under the existing and future joint venture agreements;

e changes in currency exchange rates;

e delay in obtaining proper legal titles for our properties or necessary government
approvals for our operations; and

e other factors beyond our control.



Additional factors that could cause actual results, performance or achievements to differ
materially include, but are not limited to, those discussed under “Risk factors” and elsewhere in
this offering memorandum. We caution you not to place undue reliance on these forward-
looking statements, which speak only as of the date of this offering memorandum. Subject to the
requirements of applicable laws, rules and regulations, we do not have any obligation to update
or revise any forward-looking statements, whether as a result of new information, future events
or otherwise. As a result of these and other risks, uncertainties and assumptions, the forward-
looking events and circumstances discussed in this offering memorandum might not occur in the
way we expect, or at all.

Enforcement of civil liabilities

We are an exempted company incorporated in the Cayman Islands with limited liability, and each
Subsidiary Guarantor is also incorporated outside the United States in jurisdictions such as the
British Virgin Islands (“BVI”) and Hong Kong. The Cayman Islands, BVI, 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 the assets of the Subsidiary Guarantors are located outside the United
States. In addition, all of our directors and officers and the Subsidiary Guarantors’ directors and
officers are nationals or residents of countries other than the United States (principally, the PRC),
and all or a substantial portion of such persons’ assets are located outside the United States. As a
result, it may be difficult for investors to effect service of process within the United States upon
us, any of the Subsidiary Guarantors or such persons or to enforce against us or any of the
Subsidiary Guarantors or such persons judgments obtained in United States courts, including
judgments predicated upon the civil liability provisions of the securities laws of the United States
or any state thereof.

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

Conyers Dill & Pearman, our counsel as to Cayman Islands laws, has advised us that the courts of
the Cayman Islands would recognize as a valid judgment, a final and conclusive judgment in
personam obtained in the federal or state courts in the United States against the Company 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 Islands.
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Conyers Dill & Pearman, our counsel as to British Virgin Islands laws, has advised us that the
courts of the British Virgin Islands would recognize as a valid judgment, a final and conclusive
judgment in personam obtained in the federal or state courts in the United States against the
Subsidiary Guarantors incorporated in the British Virgin Islands 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 (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 seeking summary or default
judgment on the strength of the foreign judgment, provided that the foreign judgment is for a
debt or a definite sum of money and is final and conclusive on the merits. In addition, the Hong
Kong courts may refuse to recognize or enforce a foreign judgment if such judgment:

(a) was obtained by fraud;

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

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

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

Further, we have been advised by our PRC legal counsel, Commerce & Finance Law Offices, and
our Cayman Islands legal counsel, Conyers Dill & Pearman, that there is uncertainty as to whether
the courts of the PRC and the Cayman Islands, respectively, would (i) enforce judgments of the
U.S. courts obtained against us or our directors and officers predicated upon the civil liability
provisions of the federal securities laws of the United States or the securities laws of any state or
territory within the United States or (ii) entertain original actions brought in the courts of the
PRC and the Cayman Islands, respectively, against us or our directors and officers predicated upon
the federal securities laws of the United States or the securities laws of any state or territory
within the United States.

Exchange rates

PRC

The People’s Bank of China (“PBOC") sets and publishes daily a central parity exchange rate with
reference primarily to the supply and demand of the Renminbi against a basket of currencies in
the market during the prior day. PBOC also takes into account other factors, such as the general
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conditions existing in the international foreign exchange markets. Since 1994, the conversion of
the Renminbi into foreign currencies, including H.K. dollars and U.S. dollars, has been based on
rates set by PBOC, which are set daily based on the previous day’s interbank foreign exchange
market rates and current exchange rates in the world financial markets. From 1994 to July 20,
2005, the official exchange rate for the conversion of the Renminbi to U.S. dollars was generally
stable. Although PRC governmental policies were introduced in 1996 to reduce restrictions on the
convertibility of the Renminbi into foreign currency for current account items, conversion of the
Renminbi into foreign exchange for capital items, such as foreign direct investment, loans or
securities, requires the approval of the State Administration of Foreign Exchange (“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 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.
PBOC announces the closing price of a foreign currency traded against the Renminbi in the inter-
bank foreign exchange market after the closing of the market on each working day and makes it
the central parity for the trading against the Renminbi on the following working day. On
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. PBOC
authorized the China Foreign Exchange Trading Centre, effective since January 4, 2006, to
announce the central parity exchange rate of certain foreign currencies against the Renminbi on
each business day. This rate is set as the central parity for the trading against the Renminbi in the
inter-bank foreign exchange spot market and the over-the-counter exchange rate for the
following business day. The International Monetary Fund announced on September 30, 2016
that, effective October 1, 2016, the Renminbi will be added to its Special Drawing Rights currency
basket. The PRC government has since made and in the future may make further adjustments to
the exchange rate system.
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The following table sets forth the noon buying rate for U.S. dollars in New York City for cable
transfers 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)
2015 e 6.4778 6.2869 6.4896 6.1870
2016 o e e 6.9430 6.6549 6.9580 6.9430
2017 o e e 6.5063 6.7530 6.9575 6.4773
2018 L e 6.8755 6.6292 6.9737 6.2649
2010 L e 6.9618 6.9014 7.1786 6.6822
November ... ... . 7.0308 7.0199 7.0389 6.9766
December ... . 6.9618 7.0137 7.0609 6.9618
2020
January ... 6.9161 6.9184 6.9749 6.8589
February ... ... i 6.9906 6.9967 7.0286 6.9650
March ... 7.0808 7.0205 7.1099 6.9244
Y o 1 | 7.0622 7.0708 7.0989 7.0341
May (through May 8,2020) ................cccuvn... 7.0732 7.0742 7.1031 7.0622

Note:
(1) For yearly data, determined by averaging the month-end rates during the relevant year. For monthly data, determined by
averaging the daily rates during the relevant month.

Hong Kong

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

The market exchange rate of the H.K. 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. The Hong Kong government has indicated its intention to maintain the link
at that rate. Under the Basic Law, the H.K. 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 H.K. 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 at HK$7.80 to US$1.00, 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
transfers in H.K. 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)
20TS e 7.7507 7.7519 7.7686 7.7495
2010 e 7.7534 7.7618 7.8270 7.7505
2017 e 7.8128 7.7950 7.8267 7.7540
2018 e 7.8305 7.8376 7.8499 7.8043
2010 e 7.7894 7.8335 7.8499 7.7850
November ... ... 7.8267 7.8279 7.8365 7.8208
December ... 7.7894 7.8045 7.8289 7.7850
2020
January ... 7.7665 7.7725 7.7889 7.7661
February ... 7.7927 7.7757 7.7951 7.7630
March ... 7.7513 7.7651 7.7863 7.7511
APl e 7.7514 7.7512 7.7530 7.7498
May (through May 8,2020) ................ccovon... 7.7512 7.7520 7.7534 7.7505
Note:

(1) For yearly data, determined by averaging the month-end rates during the relevant year. For monthly data, determined by
averaging the daily rates during the relevant month.

Presentation of financial information

Our financial statements are prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS"”), which differ in certain material respects from International Financial
Reporting Standards (“IFRS"). Our reporting currency is the Renminbi. See “Risk factors—Risks
relating to the Notes—There may be less publicly available information about us than is available
in certain other jurisdictions.”

XV



“commodity
properties” ...........

"GFA" ...

“land grant contract” ...

“land use rights
certificate” ............

“land use rights transfer
agreement” ...........

“sq.km.” . ...

“sq.m.” ...

Glossary of technical terms

residential properties, commercial properties and other buildings that
are developed by property developers for the purposes of sale or lease
after their completion.

gross floor area.

an agreement between a property developer and a PRC land authority
in respect of the grant of the state-owned land use rights of a parcel
of land to such property developer.

certificate issued by a local property and land resources bureau with
respect to the land use rights.

an agreement in respect of the transfer of the land use rights of a
parcel of land by the previous grantee of the land use rights in the
secondary market.

land appreciation tax.

sales of properties prior to the completion of their construction, after
the satisfaction of certain conditions under PRC laws and regulations.

square kilometer(s).

square meter(s).
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Summary

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

Overview

We are one of the leading integrated property developers in the PRC, with a majority of our
assets and operations in the PRC and an expanding footprint of operations outside the PRC. Since
the commencement of our property development activities in 1997, we have benefited from, and
we expect to continue to benefit from, the growth in the property sector associated with the
economic development in the PRC, particularly in Guangdong Province, which is one of the most
affluent provinces and fastest growing economies in the PRC. Our primary business has been the
development of residential community projects and the sale of various types of properties,
including townhouses, apartment buildings, parking spaces and retail shops. The majority of our
products are targeted towards end-user customers. As an integrated property developer, our
lines of business also include construction, installation, fitting and decoration. We separately
listed our property management subsidiary, Country Garden Services Holdings Company Limited
(A R IR A R ) ("CG Services™), on the main board of the Hong Kong Stock Exchange on
June 19, 2018. Our residential home projects are generally located in urban and suburban areas
of cities all throughout the PRC. As of December 31, 2019, approximately 44% of our residential
sales have been in first and second tier cities and the remaining 56% in third and fourth tier
cities. As of December 31, 2019, we had 2,512 projects at various stages of development. Of these
projects, 517 were located in Guangdong Province: 59 in Guangzhou City, 61 in Dongguan City,
51 in Foshan City, 34 in Jiangmen City, 56 in Huizhou City, 26 in Zhaoqing City, 27 in Qingyuan
City, 22 in Meizhou City, 21 in Zhongshan City and the remaining in various other cities. We also
had 1,995 projects located outside Guangdong Province, spanning 21 provinces, five autonomous
regions and four municipalities in the PRC.

In December 2011, we expanded our operations outside of the PRC for the first time, with a
project in Malaysia and further expanded into Australia in October 2013. Since the
commencement of our overseas expansion, we have continued to grow our operations outside of
the PRC and, as of December 31, 2019, we had a total of 24 projects outside of the PRC. As of
December 31, 2019, we had five projects in Malaysia, two projects in Australia, three projects in
Indonesia, three projects in India, two projects in Hong Kong, two projects in the United States,
one project in New Zealand and six projects in Thailand. See “Risk factors—We may not be
successful in our overseas expansion” and “Business—Description of our property projects.”
While we intend on exploring additional opportunities to expand our business outside of the PRC
we expect the overwhelming majority of our future revenues to continue being generated by our
property development business in the PRC.

As of December 31, 2019, our projects in the PRC had an aggregate saleable completed GFA of
approximately 189,860,710 sq.m. We had an aggregate saleable GFA under development of
approximately 151,070,091 sg.m. and an aggregate saleable GFA of approximately 101,118,824
sq.m. relating to properties held for future development as of the same date. We have obtained




land use rights certificates, development and operation rights or land title in respect of the
completed GFA, GFA under development and GFA held for future development.

We also develop hotels to complement our residential properties. Most of these hotels
are located in our large-scale residential community projects, which we believe have added
value to such residential projects and enhanced our brand recognition.

For the years ended December 31, 2017, 2018 and 2019, our total revenue was RMB226,900 million,
RMB379,079 million and RMB485,908 million (US$69,796 million), respectively, and our EBITDA was
RMB47,845 million, RMB79,530 million and RMB95,379 million (US$13,700 million), respectively.

Our shares have been listed on the Hong Kong Stock Exchange since April 20, 2007 under stock
code 2007.
Competitive strengths

¢ \We are one of the largest property developers in the PRC with one of the largest, most
geographically diversified, and lowest-cost land banks;

e We have an established business model, which we believe has been successfully
replicated in the markets where we operate;

e Our standardized operations enable us to provide high-quality and competitively priced
products to our customers and to achieve quick asset turnover and attractive margins;

¢ \We maintain a robust liquidity position and have a strong credit profile;

e We have a strong brand in Guangdong Province with increasing recognition
nationwide; and

¢ We have a highly effective management structure, experienced management team and
professional workforce.
Business strategies

e Continue to focus on core property development business with a well balanced mix of
property developments within and outside Guangdong Province;

e Continue to focus on developing properties having an attractive value-to-price ratio;
¢ Maintain prudent financial management policies;

e Further strengthen our leading position and brand name recognition nationwide;

¢ Enhance effective internal management and controls;

¢ Implement our business diversification strategy; and

¢ Adhere to the goals of poverty alleviation and contributing to society.

Recent Developments
Issuance of Senior Notes

On January 14, 2020, we issued the January 2027 Notes and January 2030 Notes. See “Description
of other material indebtedness.”




Elevators installation and Other Services Framework Agreement with CG Services

On March 18, 2020, the company entered into the Elevators Installation and Other Services
Framework Agreement with Country Garden Services Holdings Company Limited (“CG Services”,
together with its subsidiaries, “CG Services Group"”), related to provision of elevators installation
and other Services for a term commencing March 18, 2020 until December 31, 2020. Transactions
under this agreement constitute continuing connected transactions since CG Services is a 30%-
controlled company indirectly held by Yang Huiyan, an executive Director and our controlling
shareholder. We believe we will be able to benefit from the services provided by CG Services
Group in terms of efficiency and reliability given CG Services Group is our constant service
provider with its professional knowledge, quality services and competitive prices.

Public Issue of Domestic Corporate Bonds

On April 2, 2020, we announced the public issuance of the first tranche of the domestic corporate
bonds (the “First Tranche Domestic Corporate Bonds"”) of face value of not exceeding RMB8.538
billion to qualified investors by Country Garden Real Estate Group Co., Ltd. (“CG Real Estate”), a
wholly-owned subsidiary of the Issuer. The actual issue size of the First Tranche Domestic
Corporate Bonds is RMB3.4 billion, with a coupon rate of 4.2%. The maturity of the First Tranche
Domestic Corporate Bonds is five years, with an option for CG Real Estate to adjust the coupon
rate and a sell-back option for investors at the end of the third year.

Issue of Islamic Medium Term Notes

On March 2, 2020 Country Garden Real Estate Sdn. Bhd., our wholly-owned subsidiary in
Malaysia, issued two Islamic medium term notes (“IMTN") pursuant to an Islamic medium term
notes program of Malaysian Ringgit 1,500,000,000 (equivalent to approximately HK$355,340,000)
in nominal value, based on the Shariah principal of Murabahah (via a Tawarrug arrangement)
(the “IMTN Program™).

The first IMTN issuance is at a par value of Malaysian Ringgit 100,000,000 with a coupon rate of
5.700% per annum and the term is seven years. The second IMTN issuance is at a par value of
Malaysian Ringgit 100,000,000 with a coupon rate of 4.750% per annum and the term is one
year.

On March 27, 2020 Country Garden Real Estate Sdn. issued one IMTN, at a par value of Malaysian
Ringgit 295,000,000 with a coupon rate of 5.25% per annum and the term is five years.

Grant of Share Options

On March 30, 2020, we offered to grant an executive director of the Company a total of
18,587,411 share options under the share option scheme adopted by the Company on May 18,
2017 which subject to the acceptance of the share options by the grantees, will enable the
grantees, upon full exercise of all such share options, to subscribe for an aggregate of 18,587,411
new shares of HK$0.1 each in the share capital of the Company for HK$9.0300 per share option.

On May 12, 2020, we offered to grant three executive directors of the Company a total of
523,467 share options under the share option scheme adopted by the Company on May 18, 2017
which, subject to the acceptance of the share options by the grantees, will enable the grantees,
upon full exercise of all such share options, to subscribe for an aggregate of 523,467 new shares
of HK$0.1 each in the share capital of the Company for HK$10.0400 per share option.




COVID-19 Pandemic

The COVID-19 outbreak, which may have first appeared in Wuhan, China at the end of 2019, has
affected more than 80,000 individuals in China and more than 4.5 million individuals worldwide.
On March 11, 2020, World Health Organization declared COVID-19 outbreak a pandemic. Several
cities in China where we have significant land bank and operations had imposed travel
restrictions in an effort to curb the spread of the highly infectious COVID-19. The COVID-19
outbreak has affected our business operation and financial condition. During the three months
ended March 31, 2020, our revenue and contracted sales declined as compared to the
corresponding period in the prior year due to the impact of COVID-19. However, the PRC central
and local governments have taken various measures to manage cases and reduce potential
spread and impact of infection, and further introduced various policies to boost the economy and
stimulate the local property markets. Since April 2020, China and some other countries gradually
lifted stay-at-home orders and began to resume work and school at varying levels and scopes. As
a consequence, we experienced a recovery in our contracted sales in April 2020. Given the
uncertainties as to the development of the outbreak at the moment, it is difficult to predict how
long these conditions will persist and to what extent to which we may be affected. We cannot
assure you that our business, financial condition and results of operations will not be materially
and adversely affected. See “Risk Factors—Our results of operation, financial condition and cash
flow may be adversely and materially affected by the COVID-19 pandemic.”

Recent accident and remedial response at Yulin Country Garden

On May 16, 2020, an accident occurred at one of our projects in Guangxi, Yulin Country Garden,
involving the fall of a construction elevator and resulting in the deaths of six construction
workers. Local authorities have promptly begun, and we are fully cooperating with,
investigations into the accident. We have suspended construction work at Yulin Country Garden
and other projects in Guangxi to undertake a comprehensive review to identify safety hazards at
such construction sites. On May 17, 2020, we voluntarily initiated a project level review of
construction site safety hazards at our projects nationwide. The review will initially be carried out
over a six-day period and will be focused on identifying and rectifying safety hazards involving
large machineries, high-rise scaffolding, foundation pits and other high-risk areas of
construction. We plan to take further measures to strengthen construction site management and
management of cooperation partners and contractors. See “Risk Factors—Risks relating to our
Business—Construction operations are intrinsically dangerous and accidents may happen at
construction sites.”

General Information

We were incorporated in the Cayman Islands on November 10, 2006, as an exempted company
with limited liability, with the registered number 177345. Our principal place of business in the
PRC is at Country Garden, Beijiao Town, Shunde District, Foshan, Guangdong, 528312, PRC. Our
principal place of business in Hong Kong is at Suite 1702, 17/F., Dina House, Ruttonjee Centre,
11 Duddell Street, Central, Hong Kong. Our registered office is located at Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. Our websites are bgy.cn,
bgy.com.cn, countrygarden.cn and countrygarden.com.cn. Information contained on our
websites does not constitute part of this offering memorandum.




Summary of the offering

Terms used in this summary and not otherwise defined shall have the meanings given to them in
"Description of the Notes”

Issuer ................ Country Garden Holdings Company Limited (the “Company”).

Notes Offered ......... US$544,000,000 aggregate principal amount of 5.4% Senior Notes due
2025 (the “Notes”).

Offering Price ......... 100.0% of the principal amount of the Notes and accrued interest, if
any.

Maturity Date ......... The Notes will mature on May 27, 2025 (the "Maturity Date”).

Interest . .............. The Notes will bear interest from and including May 27, 2020 at the

rate of 5.4% per annum, payable semi-annually in arrears.

Interest Payment
Dates ................ May 27 and November 27 of each year, beginning November 27, 2020.

Ranking of the Notes ... The Notes are:
® general obligations of the Company;

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

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

® guaranteed by the Subsidiary Guarantors on a senior basis, subject to
the limitations described below under the caption “Description of the
Notes—The Subsidiary Guarantees” and in “Risk factors—Risks relating
to the Subsidiary Guarantees and the Collateral;”

e effectively subordinated to the other secured obligations of the
Company and the Subsidiary Guarantors, to the extent of the value of
the assets (other than the Collateral) serving as security therefor; and

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

In addition, on the Original Issue Date, subject to the limitations
described in “Risk factors—Risks relating to the Subsidiary Guarantees
and the Collateral,” the Notes will be secured by a pledge of the
Collateral as described below under the caption “Description of the
Notes—Security” and will:

® be entitled to a first priority lien on the Collateral (subject to any
Permitted Liens and the Intercreditor Agreement); and




Subsidiary
Guarantees

® rank effectively senior in right of payment to unsecured obligations
of the Company with respect to the value of the Collateral pledged by
the Company securing the Notes (subject to any priority rights of such
unsecured obligations pursuant to applicable law).

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

A Subsidiary Guarantee may be released in certain circumstances. See
“Description of the Notes—The Subsidiary Guarantees—Release of the
Subsidiary Guarantees.”

The initial Subsidiary Guarantors that will execute the Indentures on the
Original Issue Date will be Smart World Development Holdings Ltd,
Angel View International Limited, Boavista Investments Limited, Estonia
Development Ltd, Falcon Investments Development Ltd, Impreza Group
Limited, Infiniti Holdings Development Limited and Country Garden
(Hong Kong) Development Company Limited. These Subsidiary
Guarantors consist of all of the Company’s Restricted Subsidiaries other
than the Non-Guarantor Subsidiaries (defined below). All of the
Subsidiary Guarantors are holding companies that do not have significant
operations. Other than the initial Subsidiary Guarantors, none of the
Company’s other Restricted Subsidiaries organized outside of the PRC
and the Unrestricted Subsidiaries (as defined in “Description of the
Notes”) and the Restricted Subsidiaries organized under the laws of the
PRC (collectively, the “PRC Non-Guarantor Subsidiaries”) were a
Subsidiary Guarantor on the Original Issue Date. See “Risk factors—Risks
relating to the Subsidiary Guarantees and the Collateral—Our Initial
Subsidiary Guarantors do not currently have significant operations.”

The Company will cause each of its future Restricted Subsidiaries
(other than Persons organized under the laws of the PRC and
Exempted Subsidiaries) to guarantee the payment of the Notes as a
Subsidiary Guarantor. Notwithstanding the foregoing, the Company
may elect to have any future Restricted Subsidiary organized outside
the PRC not provide a Subsidiary Guarantee at the time such entity
becomes a Restricted Subsidiary or ceases to be an Exempted
Subsidiary, provided that, after giving effect to the Consolidated
Assets of such Restricted Subsidiary, the Consolidated Assets of all
Restricted Subsidiaries organized outside the PRC (other than
Exempted Subsidiaries) that are not Subsidiary Guarantors do not
account for more than 20% of the Total Assets of the Company.

Any future Restricted Subsidiary, as defined under “Description of the
Notes—Definition” (other than subsidiaries organized under the laws
of the PRC), will provide a guarantee of the Notes promptly after it
becomes a Restricted Subsidiary. In the case of a Subsidiary Guarantor




Ranking of Subsidiary

Guarantees

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% of the Capital
Stock of such Subsidiary Guarantor, the Company may (i) release the
Subsidiary Guarantees provided by such Subsidiary Guarantor and
each of its Restricted Subsidiaries organized outside the
PRC, (ii) discharge the pledge of the Capital Stock granted by such
Subsidiary Guarantor, and (iii) discharge the pledge of Capital Stock
made by the Company or any Subsidiary Guarantor over the shares it
owns in such Subsidiary Guarantor, provided that after the release of
such Subsidiary Guarantees, the Consolidated Assets of all Restricted
Subsidiaries organized outside the PRC (other than Exempted
Subsidiaries) that are not Subsidiary Guarantors (including the
Subsidiary Guarantors whose Subsidiary Guarantees were released) do
not account for more than 20% of the Total Assets of the Company.

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

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

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

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

In addition, subject to the limitations described in “Risk factors—Risks
relating to the Subsidiary Guarantees and the Collateral,” the
Subsidiary Guarantees of each Subsidiary Guarantor Pledgor:

@ is entitled to a first ranking security interest in the Collateral (subject
to any Permitted Liens and the Intercreditor Agreement) pledged by
such Subsidiary Guarantor Pledgor, as described below under the
caption "Description of the Notes—Security”; and

e ranks effectively senior in right of payment to the unsecured
obligations of such Subsidiary Guarantor Pledgor with respect to the
value of the Collateral securing such Subsidiary Guarantee (subject to
any priority rights of such unsecured obligations pursuant to
applicable law). See “Risk factors—Risks relating to the Subsidiary
Guarantees and the Collateral.”




Collateral ............. The Company has pledged, or caused the initial Subsidiary Guarantor
Pledgors to pledge, as the case may be, the Capital Stock of all of the
initial Subsidiary Guarantors (the “Collateral”) on a first priority basis
to The Bank of New York Mellon as collateral agent, for the benefit of
the trustees and agents for the benefit of the holders of the Existing
Pari Passu Secured Indebtedness and each holder of other pari passu
secured indebtedness of the Company and the Subsidiary Guarantors
under the Existing Pari Passu Secured Indebtedness in order to secure
the obligations of the Company and the Subsidiary Guarantor
Pledgors under the aforementioned agreements.

On the Original Issue Date, the Collateral secured on a pari passu basis
the obligations of the Company under the Existing Pari Passu Secured
Indebtedness and the subsidiary guarantees provided by the
Subsidiary Guarantor Pledgors under the indenture, trust deed facility
agreement or swap agreements (as appropriate) of the Existing Pari
Passu Secured Indebtedness, any other pari passu indebtedness of the
Company provided by the Subsidiary Guarantor Pledgors and the
Notes and the Subsidiary Guarantees provided by the Subsidiary
Guarantor Pledgors under the Indenture. The Collateral securing the
Notes and the Subsidiary Guarantees may be released or reduced in
the event of certain asset sales and certain other circumstances. In
addition, the Company and each Subsidiary Guarantor Pledgor may
incur additional Permitted Pari Passu Secured Indebtedness which
would be secured by the Collateral on a pari passu basis with the
Notes and the Subsidiary Guarantees, subject to the Intercreditor
Agreement. See "Description of the Notes—Security—Intercreditor
Agreement” and “Description of the Notes—Security.”

Intercreditor

Agreement ........... The Company, the trustees and agents on behalf of the holders of the
Existing Pari Passu Secured Indebtedness, any other secured party with
respect to other pari passu indebtedness of the Company and the
Subsidiary Guarantors and The Bank of New York Mellon solely in its
capacity as collateral agent and intercreditor agent (in each case
referred to herein as the “Intercreditor/Collateral Agent”) are each
parties to an intercreditor agreement (the "Existing Intercreditor
Agreement”). On the Original Issue Date, the Trustee on behalf of the
holders of the Notes entered into a supplement to the Intercreditor
Agreement with the parties to the Existing Intercreditor Agreement
which supplemented and amended the Existing Intercreditor
Agreement (the Existing Intercreditor Agreement as supplemented
and amended from time to time pursuant to the terms thereof, the
“Intercreditor Agreement”).

The Intercreditor Agreement will provide that enforcement actions in
respect of the Collateral may be taken by the Intercreditor/Collateral
Agent following an event of default under the Existing Pari Passu




Use of Proceeds .......

Optional Redemption ..

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

Redemption for
Taxation Reasons .....

Secured Indebtedness, any other pari passu indebtedness of the
Company and the Subsidiary Guarantors, or the Notes.

We intend to use the net proceeds from this offering for refinancing
existing medium to long term offshore indebtedness, which will become
due within one year.

At any time and from time to time on or after May 27, 2023, the
Company may redeem the Notes, in whole or in part, at a redemption
price equal to the percentage of principal amount set forth below
plus accrued and unpaid interest to (but not including) the
redemption date if redeemed during the 12 month period beginning
on May 27 of each of the years indicated below.

Period Redemption Price
2023 L e 102.7%
2024 and thereafter ........... ... ... .. ... .. .... 101.35%

At any time prior to May 27, 2023, the Company may at its option
redeem the Notes, in whole but not in part, at a redemption price
equal to 100% of the principal amount of the Notes plus the
Applicable Premium as of, and accrued and unpaid interest, if any, to
(but not including) the redemption date as set forth in “Description of
the Notes—Optional Redemption.”

At any time and from time to time prior to May 27, 2023, the
Company may redeem up to 35% of the aggregate principal amount
of the Notes with the Net Cash Proceeds of one or more sales of
Common Stock of the Company in an Equity Offering at a redemption
price of 105.4% of the principal amount of the Notes, plus accrued
and unpaid interest, if any, to (but not including) the redemption
date; provided that at least 65% of the aggregate principal amount of
the Notes originally issued on the Original Issue Date remains
outstanding after each such redemption and any such redemption
takes place within 60 days after the closing of the related Equity
Offering.

Upon the occurrence of a Change of Control Triggering Event, the
Company will make an offer to repurchase all outstanding Notes at a
purchase price equal to 101% of their principal amount plus accrued
and unpaid interest, if any, to the repurchase date.

Subject to certain exceptions and as more fully described herein, the
Company may redeem the Notes, in whole but not in part, at a
redemption price equal to 100% of the principal amount thereof,




Covenants .....

Transfer Restrictions ...

Form, Denomination

and Registration

together with accrued and unpaid interest, 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 Notes—Redemption for
taxation reasons.”

The Notes, the Indentures governing the Notes and the Subsidiary
Guarantees will 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;

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

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

® guarantee indebtedness of Restricted Subsidiaries;

® sell assets;

® create liens;

® enter into sale and leaseback transactions;

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

® enter into transactions with shareholders or affiliates; and
e effect a consolidation or merger.

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

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

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

Delivery of the Notes . ..

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

Paying and Transfer
Agent ................

Registrar .............

Intercreditor Agent and
Collateral Agent .......

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

Governing Law .......

Risk Factors ..........

Security Code .........

depositary of its nominee for the accounts of Euroclear and
Clearstream.

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

The Company expects to make delivery of the Notes, against payment
in same-day funds on or about May 27, 2020 which the Company
expects will be the fifth business day following the date of this
offering memorandum referred to as “T+5.” You should note that
initial trading of the Notes may be affected by the T+5 settlement. See
“Plan of distribution.”

Citicorp International Limited.

Citibank, N.A., London Branch.

Citibank, N.A., London Branch.

The Bank of New York Mellon.

Application will be made for the listing and quotation of the Notes on
the SGX-ST. The SGX-ST assumes no responsibility for the correctness
of any of the statements made, opinions expressed or reports
contained herein. Approval in-principle for the listing and quotation
of the Notes on the SGX-ST is not to be taken as an indication of the
merits of the offering, the Company, the Subsidiary Guarantors, or
any of their respective associated companies (if any), the Notes or the
Subsidiary Guarantees. The Notes will be traded on the SGX-ST in a
minimum board lot size of US$200,000 for so long as the Notes are
listed on the SGX-ST.

The Notes, the Subsidiary Guarantees, the Indentures and the
Intercreditor Agreement will be governed by and will be construed in
accordance with the laws of the State of New York.

For a discussion of certain factors that should be considered in
evaluating an investment in the Notes, see “Risk factors.”

ISIN COMMON CODE

X52178949561 217894956
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Summary consolidated financial and other data

The following tables present our summary financial and other data. The summary financial data
as of and for each of the fiscal years ended December 31, 2017, 2018 and 2019 (except for EBITDA
data) is derived from our audited consolidated financial statements as of and for the years ended
December 31, 2018 and 2019 and included elsewhere in this offering memorandum.

Our financial information has been prepared and presented in accordance with HKFRS, which
differ in certain material respects from IFRS.

The Company has adopted HKFRS 16 “Leases” ("HKFRS 16") retrospectively from January 1, 2019,
but has not restated comparatives for the 2018 reporting period, as permitted under the specific
transitional provisions in the standard. The reclassifications and the adjustments arising from
HKFRS 16 are therefore recognized in the opening balance sheet on January 1, 2019. For details,
please refer to notes to our audited consolidated financial statement as of and for the year
ended December 31, 2019 included elsewhere in this offering memorandum. As such, the audited
consolidated financial information as at and for the year ended December 31, 2019 may not be
directly comparable against the Company’s consolidated financial information as at and for the
years ended December 31, 2017 and 2018.

The summary financial data below should be read in conjunction with “Management’s discussion
and analysis of financial condition and results of operations” and the consolidated financial
information and the related notes included elsewhere in this offering memorandum.

The Company’s financial results for any past years or periods are not and should not be taken as
an indication of the Company’s performance, financial position and results in future years or
periods.
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Summary consolidated income statement
comprehensive income information

and consolidated statement of

For the year ended December 31,

(in millions, except percentages) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (Us$)
(unaudited)
REVENUE ..ttt e e e e 226,900 379,079 485,908 69,796
Costofsales . ... (168,115) (276,603) (359,271) (51,606)
Gross profit . ... .. e 58,785 102,476 126,637 18,190
Other income and gains—net ......... ... ... .. ... 2,611 4,344 3,288 472
Gains arising from changes in fair value of and transfer to
investment properties . ...........oiiiii i 505 1,732 126 18
Selling and marketingcosts ........... ... it (10,002) (12,533) (16,365) (2,351)
Administrative eXpenses . ............ i e (7,269) (16,601) (17,538) (2,519)
Net impairment losses on financial and contract assets ........... (339) (1,176) (1,515) (218)
Research and development expenses ...................c.u ... (693) (1,224) (1,973) (283)
Operating profit . ......... ... ... i 43,598 77,018 92,660 13,310
Finance income . ... ... i e 3,423 2,445 2,371 341
FiNANCe COStS ..ttt e e e (147) (1,097) (1,200) (172)
Finance income—net ... ... ... . . 3,276 1,348 1,171 168
Share of results of joint ventures and associates ................. (352) 1,197 5,108 734
Profit beforeincometax ............ ... .. it 46,522 79,563 98,939 14,212
INCOME TaX EXPENSES . .\ ittt ettt e e e e e (17,770) (31,021) (37,737) (5,421)
Profitfortheyear ... ... ... . .. .. . . ... . . ...l 28,752 48,542 61,202 8,791
Other comprehensive income:
Items that will not be reclassified to profit or loss:
—~Change in fair value of financial assets at fair value through
other comprehensive income ........... ... .. ... .. ... (56) 107 195 28
—Revaluation gains on properties upon transfer from right-of-use
ASSBTS . it e - - 91 13
Items that may be reclassified to profit or loss:
—Deferred gains/(losses) on cash flow hedges .................. (104) 35 (36) (5)
—Deferred (costs)/gainsof hedging ........................... 751 (1,099) 487 70
—~Currency translation differences .......... ... ... .. ... 155 (67) (565) (81)
Total other comprehensive (loss)/income for the year, net of
L= ) 746 (1,024) 172 25
Total comprehensive income for the year, netoftax ............ 29,498 47,518 61,374 8,816
Profit attributable to:
—Owners of the Company .............. ... 26,064 34,618 39,550 5,681
—Non-controlling interests . ....... ... i 2,688 13,924 21,652 3,110
28,752 48,542 61,202 8,791
Total comprehensive income attributable to:
Owners of the Company .......... .o 26,776 33,619 39,749 5,710
Non-controlling interests ........... .. i, 2,722 13,899 21,625 3,106
29,498 47,518 61,374 8,816
DIVIdENAS . oot 8,629 10,580 12,438 1,787
Other Financial Data (unaudited)
EBITD A e 47,845 79,530 95,379 13,700
EBITDA Margin® .. ... e et 21.1% 21.0% 19.6% 19.6%
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Notes:

(1) EBITDA for any period consists of operating profit plus interest income, depreciation expenses of property, plant and
equipment and investment property and right-of-use assets and amortization of land use rights and intangible assets, net of
exchange gains or losses. EBITDA is not a standard measure under HKFRS. EBITDA is a widely used financial indicator of a
company’s ability to service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash
flows, net income or any other measure of 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 service debt and pay 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. See “Management’s discussion and
analysis of financial condition and results of operations—Non-GAAP financial measures” for a reconciliation of our profit for the
year under HKFRS to our definition of EBITDA. Investors should also note that EBITDA as presented herein may be calculated
differently from Consolidated EBITDA as defined and used in the Indentures governing the Notes. See “Description of the 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.
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Summary consolidated statement of financial position information

As of December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (US9)
(unaudited)
Non-current assets
Property, plant and equipment ...... ... ... 21,628 23,421 24,240 3,482
Investment Properties . ... ...t 8,338 16,435 12,923 1,856
Intangible assets .. ... ... 392 670 745 107
Land use rights . ... 2,425 2,496 - -
Right-of-Use @ssets . ...........uiiiinni e - - 4,447 639
Properties under development . ... i 98,840 107,812 134,150 19,269
Investment in jointventures . ... 19,346 27,891 34,954 5,021
Investment in @ssoCiates . ...t e 11,585 18,768 17,159 2,465
Financial assets at fair value through other comprehensive income ........ 1,517 1,796 3,282 471
Derivative financial instruments . . ........... .. 113 992 2,648 380
Trade and other receivables .. ... 5,372 10,962 14,056 2,019
Deferred income tax assets . ..........coiiiiii i 12,198 18,701 27,031 3,883
181,754 229,944 275,635 39,592
Current assets
Properties under development . .......... ... i 360,922 626,937 810,300 116,392
Completed properties held forsale ........ ... . it 27,886 44,338 45,781 6,576
RN VZ=Y 0 o =L 4,252 8,822 11,781 1,692
Trade and otherreceivables .......... .. ... .. 272,640 426,397 438,195 62,943
Contract assets and acquisition costs . ... 15,738 17,094 24,020 3,450
Prepaid iNCOME taX . ..ottt 13,198 21,350 24,712 3,550
Restricted cash . ... oot e 11,318 14,200 19,363 2,781
Cash and cash equivalents . ........... ot i 137,084 228,343 248,985 35,764
Financial assets at fair value through profitorloss ...................... 24,830 12,019 7,933 1,140
Derivative financial instruments . .......... ... ... .. ... i 47 250 447 64
867,915 1,399,750 1,631,517 234,353
Current liabilities
Contract Liabilities ........ ..o e 346,748 562,800 646,996 92,935
Trade and other payables ........... i 330,884 498,821 594,548 85,401
Receipts under securitization arrangements ............ ... . oo 1,805 794 279 40
Current income tax liabilities . ......... .. i 21,607 30,783 40,367 5,798
BN O  NOTES . o ittt ittt e 3,795 2,238 7,343 1,055
Corporate bonds . ... ... 16,814 23,964 28,850 4,144
Convertible bonds . ... .. . 8,051 22 3
Bank and other borrowings ........... .. i 47,672 91,844 80,057 11,499
Lease liabilities . ...... ... - - 258 37
Derivative financial instruments . ......... ... ... i 212 111 32 5
769,537 1,219,406 1,398,752 200,918
Netcurrent assets ............. it e 98,378 180,344 232,765 33,435
Total assets less current liabilities . ............. ... .. .. .. .. .. .. .. ....... 280,132 410,288 508,400 73,027
Non-current liabilities
SN Or NOTES . . ottt it e e e 28,118 39,478 57,550 8,267
Corporate bonds . . ... e 30,520 17,944 17,550 2,521
Convertible bonds ... ..o - 5117 5,495 789
Bank and other borrowings .......... .. . . 87,845 139,839 172,736 24,812
Lease liabilities . ....... ... e - - 651 94
Deferred government grants .............oouiiiiiiii 233 249 215 31
Deferred income tax liabilities ......... .. ... . 16,448 32,224 32,763 4,706
Derivative financial instruments . ........... ... i 356 2,029 2,832 407
163,520 236,880 289,792 41,626
Equity attributable to owners of the Company
Share capital and premium . ... ... e 24,461 27,881 29,751 4,273
ONEI FESEIVES . ottt ittt e e e e e et et 5,943 8,247 12,472 1,791
Retained arnings . .. ...t 63,267 85,202 109,716 15,760
93,671 121,330 151,939 21,825
Non-controlling interests ........... ... ..ttt 22,941 52,078 66,669 9,576
Total @qUItY . ... oo e 116,612 173,408 218,608 31,401
Total equity and non-current liabilities .............. ... ... . ... ...... 280,132 410,288 508,400 73,027
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Risk factors

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

Risks relating to our business

We are heavily dependent on the performance of the property market in the PRC, particularly in
Guangdong Province, and, to a lesser extent, the markets overseas into which we have
expanded our operations

Our business and prospects depend on the performance of the PRC property market. Any housing
market downturn in China generally or in the regions where we have property developments
could adversely affect our business, financial condition and results of operations. A substantial
portion of our property developments are located in Guangdong Province as well as other first,
second, third and fourth-tier cities in the PRC. We established our business by developing private
residential properties in Shunde District in 1997 and began expanding our project development
activities to other locations in Guangdong Province in 1998. As of December 31, 2019, we had
developed or were developing 517 projects in Guangdong Province and 1,995 projects outside
Guangdong Province in the PRC. The projects in Guangdong Province and outside Guangdong
Province in the PRC have an aggregate GFA (including completed properties, properties under
development and properties for future development) of approximately 124,905,233 sq.m. and
317,144,392 sq.m., respectively. As of December 31, 2019, we also had five projects in Malaysia,
two projects in Australia, three projects in Indonesia, three projects in India, two projects in
Hong Kong, two projects in the United States, one project in New Zealand and six projects in
Thailand. Although we are pursuing further business opportunities in other locations, we intend
to maintain and increase our market share in Guangdong Province.

As consumer spending changes due to changing economic conditions, we cannot assure you that
property development and investment activities will continue to grow or that we will be able to
benefit from future growth in the property market in Guangdong Province, the PRC or any other
market in which we currently have operations. In addition, we cannot assure you that there will
not be an over-supply of properties in any of the cities or regions where we have property projects.
Any such over-supply or adverse developments in national and local economic conditions as
measured by such factors as GDP growth (which has slowed down in recent years, with real GDP
growth in the PRC slowing to 6.0% as of December 31, 2019 from 10.6% in 2010), employment
levels, job growth, consumer confidence, interest rates and population growth in the PRC,
particularly in the regions where our projects are located, may reduce demand and depress prices
for our products and services and have a material adverse effect on our business, financial
condition and results of operations. In addition, recent industry reports on China’s property market
have projected decreasing sales volumes and sales prices in the near term, and such reports
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estimate that those decreases will negatively impact property developers and put downward
pressure on their credit ratings. Demand for, and prices of, properties in the PRC are also directly
affected by the macroeconomic control measures adopted by the PRC government from time to
time. Since 2011, the PRC government has taken measures to control inflation and slow price
increases in the property market. See “—Risks relating to the property sector in the PRC—The
property industry in the PRC is subject to government regulations and policies, which could have
the effect of slowing down the industry’s growth.” Government policies aimed at reducing local
government and corporate debt levels could also reduce liquidity in the economy, which in turn
may affect the property market. Any adverse development in the condition of the property market
in the PRC, or in other places where we conduct our operations, could have a material adverse
effect on our business, financial condition and results of operations.

Increasing competition in the PRC may adversely affect our business, financial condition and
results of operations

In recent years, a large number of property developers have undertaken property development
and investment projects in Guangdong Province and elsewhere in the PRC. Our major
competitors include large regional, national and overseas property developers (including a
number of leading Hong Kong property developers), some of which may have better track
records and greater financial and other resources than we have. In addition, we also compete
with small local homebuilders.

The intensity of the competition among property developers in Guangdong Province and other
parts of the PRC for land, financing, raw materials and skilled management and labor resources
may result in increased land acquisition and operational costs, a decrease in property prices and
delays in the government approval process. An oversupply of properties available for sale could
also depress the prices of the commodity properties we sell. Any of the above may adversely
affect our business, financial condition and results of operations.

In addition, the property markets in Guangdong Province and elsewhere in the PRC are rapidly
changing. If we cannot respond to changes in market conditions in Guangdong Province or
elsewhere or changes in customer preferences more swiftly or more effectively than our
competitors, our business, results of operations and financial condition could be adversely affected.

We may not have adequate funding resources to finance land acquisitions or property
developments, or to service our financing obligations

The property development business is capital intensive. We finance our business primarily
through a combination of internal funding, bank borrowings, capital markets financing and
pre-sales and sales proceeds. We have also entered into trust financing arrangements and a
perpetual loan for funding requirements. See “Description of other material indebtedness.”
Further, our cash flow position may be impacted where purchasers of our properties who choose
to pay the purchase price in full without taking out a mortgage do not pay the full purchase
price on time. We also offer payment installment plans for our customers and may not collect the
full purchase price upfront further impacting our cash flow. We cannot assure you that we will
have sufficient cash flow available for land acquisitions or property developments or that we will
be able to achieve sufficient pre-sales and sales to fund land acquisitions or property
developments. In addition, we cannot assure you that we will be able to secure external
financing on terms acceptable to us or at all.
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As of December 31, 2019, we had RMB369,603 million (US$53,090 million) of outstanding
borrowings (including bank and other borrowings, senior notes, the 2023 Convertible Bonds and
corporate bonds), of which RMB116,272 million (US$16,701 million) were short-term borrowings
(including the current portion of long-term bank and other borrowings, senior notes, the 2023
Convertible Bonds, and corporate bonds). Our total interest expense on bank and other
borrowings, receipts under securitization arrangements, the 2023 Convertible Bonds, senior
notes, lease liabilities and corporate bonds for the years ended December 31, 2017, 2018 and
2019, was RMB11,040 million, RMB19,129 million and RMB24,489 million (US$3,518 million),
respectively.

Our ability to arrange adequate financing for land acquisitions or property developments on terms
that will allow us to earn reasonable returns depends on a number of factors that are beyond our
control including, among other things, the economic environment in the PRC and other markets in
which we operate, financial market conditions and monetary policies of the governments. For
example, the PRC government has in the past taken a variety of policy initiatives in the financial
sector to tighten lending to property developers including, among other things:

e forbidding PRC commercial banks from extending loans to property developers to
finance land premiums;

e restricting PRC commercial banks from extending loans for the development of luxury
residential properties;

e restricting the granting or extension of revolving credit facilities to property developers
that hold a large amount of idle land or vacant commodity properties;

e restricting the granting or extension of revolving credit facilities to property developers
that have a history of being included in land-related abuses, including misconduct related
to changing the use of land, postponing construction or completion of projects or
hoarding property;

¢ prohibiting commercial banks from taking commodity properties that have been vacant
for more than three years as security for mortgage loans; and

¢ forbidding property developers from using borrowings obtained from any local banks
to fund property developments outside that local region.

In addition, PBOC regulates the lending rates and reserve requirement ratios for commercial
banks in the PRC by adjusting them from time to time. The reserve requirement refers to the
amount of funds that banks must hold in reserve with PBOC against deposits made by their
customers. Increases in the bank reserve requirement ratios may negatively affect the amount of
funds available to commercial banks in China to lend to businesses, including us. In recent years,
PBOC has increased the benchmark lending rates and bank reserve requirement ratios multiple
times to curtail the overheating of the PRC property sector. The benchmark one-year lending rate
in August 2019 was 4.25%. The current reserve requirement ratio ranges from 10.5% to 12.5%.
We cannot assure you that PBOC will not further raise lending rates or reserve requirement ratios
in the future, or that our business, financial condition and results of operations would not be
adversely affected as a result of these adjustments.

The fiscal and other measures adopted by the PRC government from time to time may limit our
flexibility and ability to use bank loans to finance our property developments and therefore may

18



require us to maintain a relatively high level of internally-sourced cash. In November 2009, the
PRC government raised the minimum down payment to 50% of the total land premium and
required the land premium to be fully paid within one year after the signing of a land contract,
subject to limited exceptions. In March 2010, the PRC government further tightened this
requirement by setting a minimum price for land transfers of at least 70% of the benchmark
price for land in the surrounding locality and requiring a bidding deposit of at least 20% of the
applicable minimum land transfer price. Additionally, a land grant contract must be entered into
within 10 working days of closing and the 50% down payment (taking into account any deposits
previously paid) paid within one month of signing the land grant contract, with the balance to
be paid in full within one year of the contract date in accordance with provisions of such
contract, subject to limited exceptions. In April 2017, the PRC government required that the
examination system of land acquisition capital should be adopted by local authorities to ensure
that property developers are acquiring land with internal funds. These requirements may
constrain our cash otherwise available for additional land acquisition and construction. On
June 27, 2018, NDRC emphasized in a press release that the proceeds from offshore bond
offerings of PRC property enterprises shall be mainly used for the repayment of existing debt and
shall be restricted from being used for onshore or offshore property project investment or
working capital. On July 12, 2019, NDRC published the “Notice on Requirements for Foreign Debt
Registration Application by Real Estate Enterprises” (Bt %55 i 425817 /M H 5 52 S st A B ER
A on its website, which imposes more restrictions on the use of proceeds of foreign debts
incurred by real estate developers. According to the notice, the use of proceeds of foreign debt
incurred by a real estate developer is limited to refinancing its medium to long term offshore
debts that will become due within one year, and the real estate developer is required to specify
in the documents for application of foreign debt registration with NDRC the details of such
medium to long term offshore debts to be refinanced, such as amount, maturity date and
whether such medium to long term offshore debts were registered with NDRC. The real estate
developer is also required to submit a commitment letter to NDRC regarding the authenticity of
its foreign debt issuance. If the real estate developer does not comply with these restrictions, it
may not be able to obtain foreign debt registrations in the future. We cannot assure you that we
will have adequate resources to fund land acquisitions (including any unpaid land premiums for
past acquisitions), or property developments, or to service our financing obligations, and our
business and financial condition may be materially adversely affected. In addition, the increase in
benchmark lending rates has led to higher interest rates for mortgage loans, which may depress
demand in the property market in general.

If we are unable to make scheduled payments in connection with our debt and other fixed
payment obligations as they become due, we may need to renegotiate the terms and conditions
of such obligations or to obtain additional equity or debt financing. We cannot assure you that
our renegotiation efforts would be successful or timely or that we would be able to refinance
our obligations on acceptable terms or at all. If financial institutions decline to lend additional
funds to us or to refinance our existing loans when they mature as a result of our credit risk and
we fail to raise financing through other means, our financial condition, cash flow position and
business prospects may be materially and adversely affected. You may find additional
information in respect of the key terms of our other material indebtedness under the section
entitled ""Description of other material indebtedness.” We cannot assure you that we will be able
to maintain the relevant financial ratios from time to time nor that we will not default. If we are
unable to obtain forbearance or waiver arrangements with the relevant lenders and upon
occurrence of any default, event of default or cross-default in the future, it could lead to, among
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other things, an acceleration in our debt financing obligations, which could in turn have a
material and adverse effect on our financial condition.

We may not be successful in expanding into new markets and new types of property
developments

Since 2006, we have gradually expanded our operations into 21 provinces, five autonomous
regions and four provincial level municipalities beyond Guangdong Province in the PRC and
intend on continuing such expansion as we grow our business. As we continue our geographic
expansion in the PRC we will compete with developers who have an established local presence or
are more familiar with local regulatory and business practices, any of which may give them a
competitive advantage over us. Moreover, we are normally required to make significant capital
investments for land acquisition, development planning, construction and other aspects of
operations when we enter into a new market. Should we fail to successfully manage our
continuing expansion within the PRC or otherwise encounter operational constraints, our
expansion within the PRC could be negatively impacted, which would have a material and
adverse effect on our business, financial condition and results of operations.

In addition to our geographic expansion, we have also been expanding the types of property
projects that we develop. Our current plans include projects that differ significantly from our
past and current projects in terms of style of development, targeted customers and business
segments. Our primary experience to date has been in developing high quality residential
properties for sale and construction, the fitting of those properties, management of residential
developments, and hotel operations. We have plans to expand into the business of developing
office buildings in other areas in the PRC for our own use or for leasing to other companies. Our
expansion into developments beyond high quality residential developments is a relatively new
line of business for us, and we cannot assure you that it will be successfully managed or
completed. Any failure in this regard would have a material and adverse effect on our business,
financial condition and results of operations.

We may not be successful in our overseas expansion

We expanded our operations outside of the PRC for the first time in December 2011 and have
continued such overseas expansion since then, which has involved operating in markets in which
we have no established operations or track record of success. As of December 31, 2019, we had a
total of 24 projects outside the PRC, which were either completed, under construction or set for
future development. In December 2011, we commenced development of a project in Malaysia
and further expanded into Australia in October 2013. As of December 31, 2019, we had five
projects in Malaysia, two projects in Australia, three projects in Indonesia, three projects in India,
two projects in Hong Kong, two projects in the United States, one project in New Zealand and six
projects in Thailand. See “Business—Description of our property projects.”

When opportunities arise, we expect to continue to expand our overseas operations into new
markets. Such new markets may differ from our existing markets in terms of levels of economic
development, topography, religion and culture, legal and regulatory practices and requirements,
level of familiarity with contractors, business practices and customs as well as customer taste,
behavior and preferences. Differences that exist in these new markets may also make it harder
for us to secure local financing for our projects. In addition, when we enter into new markets, we
will likely compete with developers who have established local presences, are more familiar with
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local regulatory and business practices and have stronger relationships with local contractors,
which may give them competitive advantages over us. In addition, we are also developing
projects which are significantly larger in scope with numerous added complexities than those of
the projects we have completed in the past, particularly our Country Garden Forest City project,
in Iskandar, Malaysia. The current design plan of Country Garden Forest City calls for the
construction of artificial islands, a type of construction we have never attempted before,
following which we will construct several large, multi-tiered buildings on top of the artificial
islands. We cannot assure you that we will be able to successfully complete a project of this scale
or complexity, any failure in this regard would have a material adverse impact on our business,
financial condition and results of operations.

We may not be able to obtain a sufficient number of sites or retain sites suitable for property
developments

We derive the majority of our revenue from the sale of properties that we have developed. This
revenue stream is dependent on our ability to complete and sell our property developments and
subsequently collect the price of the sale in full. To maintain or grow our business in the future,
we will be required to replenish our land bank with land bank suitable for development. Our
ability to identify and acquire a sufficient number of suitable sites is subject to a number of
factors that are beyond our control.

The PRC government controls substantially all of the country’s land supply and regulates the
means by which property developers, including us, obtain land bank for property developments.
As a result, the PRC government’s land supply policies affect our ability to acquire land use rights
for sites we identify and the costs of any acquisition. In May 2002, the PRC government
introduced regulations requiring government departments and agencies to grant state-owned
land use rights for residential or commercial property developments through public tender,
auction or listing-for-sale. We are required to follow these procedures to acquire land use rights
to desirable sites from the government, which may result in higher land premiums than those we
previously paid. Although these regulations do not prevent privately held land use rights from
being traded in the secondary market, the PRC government’s policy to grant state-owned land
use rights at competitive market prices is likely to increase the acquisition cost of land bank
generally in the PRC. If we fail to acquire sufficient land bank in a timely manner and at
acceptable prices, or at all, our business prospects, results of operations and financial condition
may be materially and adversely affected.

The PRC government has adopted a number of initiatives to control the growth of China’s
residential property sector and to promote the development of more affordable housing. For
example:

e one initiative requires local governments, when approving new residential projects
after June 1, 2006, to ensure at least 70% of their annual land supply (in terms of
estimated GFA) consists of units that are less than 90 sq.m. in size;

¢ in an announcement made on May 30, 2006, the Ministry of Land and Resources of the
PRC (the “Ministry of Land and Resources”, which has been reorganized as the Ministry of
Natural Resources) has stated that land supply priority shall be given to ordinary
commodity houses at middle to low prices and in medium to small sizes (including
affordable housing);
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¢ pursuant to the “Catalog of Restricted Use of Land (2012 Version Supplement)” (BR il
HIHH H 8 (2012 A4 4)) and the “Catalog of Prohibited Use of Land (2012 Version
Supplement)” (51 A#IEH H 8% (20124434 4)) issued by the Ministry of Land and
Resources in May 2012, the area of a parcel of land granted for commodity housing
development shall not exceed seven hectares in small cities (towns), 14 hectares in
medium cities or 20 hectares in large cities, and the plot ratio must exceed 1.0;

¢ the Notice on Resolutely Curbing the Rapid Rising of the House Price in Certain Cities
(B P38 il 3R 4 ok i 5 A B iRAYEAT) issued by the State Council of the PRC (the “State
Council”) on April 17, 2010 also reiterated that the government will give high priority to
supplying more affordable housing;

e according to the “Circular Concerning Issues on Strengthening Real Estate Land Supply
and Supervision” (BRI 5 b EE A AL B A BRI RERYE M) ) promulgated by the
Ministry of Land and Resources on March 8, 2010, the supply of the land to be developed
for indemnificatory housing, renovation of rundown residential areas and small or
medium size self-use commercial housing shall be no less than 70% of the total land
supply. Moreover, land supply for large-sized residential housing construction shall be
strictly restricted, villa project shall be suspended and the area of a single parcel of land
granted for commercial housing shall be strictly restricted; and

¢ the Notice on Continuing to Improve the Regulation and Control of Real Estate Market
(2 5 B e o ) % A A ey s 7 T B 42 LA A28 1) issued by the General Office of the State
Council on February 26, 2013, which requires, among other things, expanding the
development of ordinary commodity housing units and increasing the supply of land.

Additionally, the PRC central and local governments have implemented various measures to
regulate the means by which property developers obtain land for property development, see
“"—The PRC government has implemented restrictions on the payment terms for land use rights.”
The PRC government also controls land supply through zoning, land use regulations and other
means. All these measures further intensify the competition for land in China among property
developers.

As of December 31, 2019, we had five projects in Malaysia, two projects in Australia, three
projects in Indonesia, three projects in India, two projects in Hong Kong, two projects in the
United States, one project in New Zealand and six projects in Thailand. We may have additional
operations outside of China in the future, the success of which will also be subject to the relevant
local government’s policies and control over land supply and the property sector in general.

These policy initiatives and other measures adopted from time to time by the government of the
various jurisdictions in which we operate may limit our ability to acquire suitable land for
development or significantly increase land acquisition costs, which may have a material adverse
effect on our business, financial condition and results of operations.

Our land may be forfeited to the PRC government if we fail to comply with the terms of the
land grant contracts

Under PRC laws and regulations, if a property developer fails to develop land according to the
terms of the land grant contract (including those relating to payment of fees, designated use of
land, time for commencement and completion of development of the land), the relevant
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government authorities may issue a warning to, or impose a penalty on, the developer, or require
the developer to forfeit the land. Under current PRC laws and regulations, if we fail to commence
development within one year from the commencement date stipulated in the land grant contract,
the relevant PRC land bureau may serve a warning notice on us and impose an idle land fee on the
land of up to 20.0% of the land premium. If we fail to commence development within two years
from the commencement date stipulated in the land grant contract, the land is subject to forfeiture
by the PRC government unless the delay in development is caused by PRC government actions,
force majeure or necessary preparatory work. Further, pursuant to the “Notice on Enhancing the
Economical and Intensive Use of Land” (s B i (2 i B 4 4 40 F Hu i 1) promulgated by the State
Council on January 3, 2008, this policy was revised, stating, 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) before June 2008, all
provincial, regional and municipal governments are required to submit to the State Council reports
on the status of the clearance and handling of idle land; (iv) the prohibition of land supply for villa
projects shall continue; (v) the Ministry of Land and Resources and other authorities are required to
research and commence drafting implementation rules concerning the levy of land appreciation
fees on idle land; (vi) in relation to the supply of residential land, planning conditions such as plot
ratio limits and the number and type of units 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-rent housing, economy housing, limited price housing
and units of less than 90 sq.m. in size; and (vii) 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.

Moreover, according to the “Notice on Implementation of the State Council’s Certain Opinions on
Resolving Residence Difficulties of Urban Low-income Families and Further Strengthening Macro-
control of Land Supply” (B a8 B BB B B Bk i RIS S B A2 5 W B2 T3 R dE—20 g 3t
HEREFALER) @A) issued by the Ministry of Land and Resources on September 30, 2007, even if
commencement of the land development is in compliance with the land grant contract, the land
will be treated as idle land and the property developer may be restricted or prevented from
participating in future bidding for land if (i) the developed GFA on the land is less than one-third of
the total GFA of the project under the land grant contract or the total capital invested is less than
one-fourth of the total estimated investment of the project under the land grant contract and (ii)
there has been a suspension of the development of the land for over one year in time without
government approval. This notice also calls for control over supply of large land parcels and states
that the development period for an individual parcel of land in principle should not exceed three
years. On June 1, 2012, the Ministry of Land and Resources revised and promulgated the Measure
for the Disposal of Idle Land (/& tH#1 & & #ti:), that became effective on July 1, 2012 which further
clarified the scope and definition of idle land, as well as the corresponding punishment measures
compared to the old version. For more information on regulation, please refer to the section
headed “Regulation—Legal supervision relating to property sector in the PRC—D. Development of
a property project—(a) Land for property development.” Parcels of land for certain property
projects in the PRC have been under idle land investigation or even been deemed as idle land for
failing to commence construction within the required time period as stipulated in the land grant
contracts. Although the delays in the commencement of construction or the completion of certain
of our property development did not lead to forfeiture of land or payment of idle land fees, we
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cannot assure you that circumstances leading to forfeiture of land or payment of idle land fees will
not arise in the future. If we are required to forfeit land, to pay idle land fees or even to pay
appreciation land premium, we will not be able to continue our property development on the
forfeited land or recover the costs incurred for the initial acquisition of the forfeited land or
recover development and other costs incurred up to the date of forfeiture, and our business,
financial condition and results of operations may be adversely affected.

We have recorded negative cash flows from operating activities in the past and are exposed to
risks relating to pre-sales of properties

In the past, we have experienced negative cash flows. We cannot assure you that we will not
experience negative operating cash flows in the future. If we record negative operating cash
flows again in the future, our working capital may be constrained, which may materially and
adversely affect our business, financial condition and results of operations.

We depend on cash flows from pre-sales of properties as an important source of funding for our
property projects. Under current PRC laws and regulations, property developers must fulfill
certain conditions before they can commence pre-sales of properties and may use pre-sales
proceeds to finance only the developments wherein such properties are located. In the past
several years, a number of government authorities and officials have proposed to limit or abolish
the pre-sales of properties and recently, the Guangdong Real Estate Association issued a notice in
September 2018 to solicit provincial developers’ views on phasing out the system of pre-sales of
properties. These recommendations have not been adopted by the PRC government and have no
enforceability. However, we cannot assure you that the PRC government will not ban or
implement further restrictions on the pre-sales of properties, such as imposing additional
conditions for pre-sale permits or further restrictions on the use of pre-sales proceeds. Any such
measure will adversely affect our cash flows and force us to seek alternative sources of funding
for our property development business.

Our sales and pre-sales will be affected if mortgage financing becomes more costly or otherwise
unavailable

Many purchasers of our residential properties rely on mortgages to fund their purchases. An
increase in interest rates may significantly increase the cost of mortgage financing. An increase in
minimum down payment requirements for mortgage financing may reduce the attractiveness of
mortgages as a source of financing for property purchases. Either of those measures or the
suspension of mortgage financing may adversely affect the affordability of residential properties,
which in turn could have a material adverse effect on our business, financial condition and results
of operations.

Since 2003, the PRC government has promulgated a range of laws, regulations and government
policies regarding mortgage financing as a means to regulate the PRC property market. While
the intent of these has generally been to reduce perceived speculation in the property market,
during the global financial crisis the PRC government implemented a number of measures
designed to stimulate the economy, including lowering the down payment requirements for
purchasing residential properties and PBOC benchmark bank lending rates. However, since the
fourth quarter of 2009, the PRC government has again enacted policies intended to restrain
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property purchases for investment or speculation purposes and to keep property prices from
rising too quickly. Measures currently in place include:

® requiring a minimum down payment of at least 20% of the purchase price for the
acquisition of the purchaser’s first residential property (including his or her spouse and
minor children) using housing reserves ({52 #i4) to buy an ordinary home for self-use;

* requiring a minimum down payment of at least 20% of the purchase price for the
acquisition of another new residential property using housing reserves to improve living
conditions where the purchaser owns a residential property and has paid off its existing
mortgage loan;

e requiring a minimum down payment of at least 30% of the purchase price for the
acquisition of the purchaser’s first ordinary residential property, and in cities that have
lifted restrictions on the purchase of residential property by residents or those that have
not imposed such restrictions, such minimum down payment is reduced to 25% in
principle which can be further adjusted downward by 5% by local authorities. Since
September 2014, the minimum mortgage loan interest rate for first-time purchasers of
residential property was set at 70% of the benchmark lending interest rate. Where a
family that owns a residential property and has paid off its existing mortgage loan
applies for a new mortgage loan to purchase another residential property to improve
living conditions, the bank may apply the aforesaid mortgage loan policy for first-time
purchasers of residential property;

¢ requiring commercial banks to suspend mortgage loans to customers for purchase of a
third or further residential property, or to non-residents who cannot provide proof of
local tax or social security insurance payments for more than a one-year period. Since
September 2014, in cities that have lifted restrictions on the purchase of residential
property by residents or those that have not imposed such restrictions, when a family that
owns two residential properties or more and has paid off its existing mortgage loans
applies for a new mortgage loan to purchase 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, to 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 required by the
related policies; and

¢ suspending the availability of housing reserve loans where the purchase is for a third
(or further) residential property.

For commercial property buyers, PRC banks are not allowed to finance the purchase of any pre-
sold properties. The minimum down-payment for commercial property buyers has been increased
to 50% of the purchase price, with minimum mortgage loan interest rates at 110% of the
relevant PBOC benchmark one-year bank lending interest rate and maximum maturities of no
more than 10 years. In addition, mortgagee banks may not lend to any individual borrower if the
monthly repayment of the anticipated mortgage loan would exceed 50% of the individual
borrower’s monthly income or if the total debt service of the individual borrower would exceed
55% of such individual’s monthly income. Since 2013, as a result of foregoing factors, PRC banks
have generally tightened mortgage lending, which had affected the demand in the property
market in general. Since September 2016, certain local governments including without limitation
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Beijing, Shanghai, Guangzhou, Shenzhen, Tianjin, Suzhou, Zhengzhou, Jinan, Qingdao, Wuxi,
Hefei, Wuhan, Nanjing, Fuzhou, Foshan, Dongguan, Huizhou, Shijiazhuang, Langfang, Baoding,
Cangzhou, Chengde, Chengdu, Chuzhou, Changsha, Xiamen, Zhongshan, Jurong, Yangzhou,
Hainan province and Hangzhou, have issued new property market control policies, including
restoring or strengthening the restriction on purchases of residential properties and tightening
credit policy. Any of which may have a negative impact on our business, financial condition and
results of operations. In September 2018, Beijing issued new rules further tightening the
availability of housing provident fund loans. On August 25, 2019, PBOC issued the People’s Bank
of China No.16 [2019] Announcement, under which, starting from October 8, 2019, new
commercial individual housing loans should be determined by adding basis points to the latest
monthly loan prime rate (LPR) of corresponding maturity. The basis points added should conform
to the national and local housing credit policy requirements, reflecting the loan risk profile, and
remain fixed during the contract period. The interest rate of loans for first-time home purchasers
should not be lower than the LPR of corresponding maturity, and the interest rate of loans for
second-time home purchasers should not be lower than the LPR of corresponding maturity plus
60 basis points.

For more information on the regulations adopted by the PRC government relating to property
financing, including dates of promulgation and authorizing governmental entities, see
"Regulation—Legal supervision relating to property sector in the PRC—F. Property financing.”
Property purchasers in the PRC have been and will continue to be affected by these regulations
and their amendments as may be made thereto from time to time.

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

Construction operations are intrinsically dangerous and accidents may happen at construction
sites

Operations at construction sites are intrinsically dangerous, involving the use of industrial
machinery and the hoisting of heavy construction materials, typically within confined spaces. In
addition, construction operations may also be affected by use of various contractors and adverse
weather conditions. Any accident that occurs at our construction sites may have a material
adverse effect on our business, financial condition and results of operations. On May 16, 2020, an
accident occurred at one of our projects in Guangxi, Yulin Country Garden, involving the fall of a
construction elevator and resulting in the deaths of six construction workers. Local authorities
have promptly begun, and we are fully cooperating with, investigations into the accident. We
have suspended construction work at Yulin Country Garden and other projects in Guangxi to
undertake a comprehensive review of safety hazards at such construction sites. There is no
assurance what the outcome of the investigation would be. If we are held responsible, we could
be subject to work suspension, liability for compensation, administrative penalties, fines and
other liabilities.

We may not be able to successfully manage our growth

We have been rapidly expanding our operations in recent years. We commenced our expansion
outside of China, but within the Asia Pacific region, in December 2011 with our first project in
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Malaysia and subsequently commenced operations in Sydney, Australia in October 2013, Bali,
Indonesia, Jakarta, Indonesia, Delhi, India, Hong Kong, and Bangkok, Thailand. In addition to our
expansion throughout Asia Pacific we have also commenced operations in New York, United States.
As we continue to grow, we must continue to improve our managerial, technical and operational
knowledge and allocation of resources, and to implement an effective management information
system. To effectively manage our expanded operations, especially projects outside Guangdong
Province and operations outside China, we need to recruit and strengthen internal training for
managerial, accounting, internal audit, engineering, technical, sales and other staff to satisfy our
development needs. As of December 31, 2017, 2018 and 2019, we had approximately 124,837,
131,387 and 101,784 full-time employees, respectively. In order to fund our ongoing operations and
future growth, we need to have sufficient internal sources of liquidity or access to additional
financing from external sources. Further, we will be required to manage relationships with a
greater number of customers, suppliers, contractors, service providers, lenders and other third
parties, which may have a different background and local practices than those in our traditional
markets. We will need to further strengthen our internal control and compliance functions to
ensure that we are able to comply with our legal and contractual obligations and reduce our
operational and compliance risks including the risk of fraud or other misconduct by employees or
third parties. We cannot assure you that we will not experience issues such as capital constraints,
construction delays, operational difficulties at new operational locations or difficulties in adapting
to local regulatory environment market conditions or culture, expanding existing business and
operations and training an increasing number of personnel to manage and operate the expanded
business or that our properties will be well received by the residents of the new markets. We
cannot assure you that foreign exchange control and capital outflow policies of the PRC
government relating to overseas property purchases will not adversely affect the sales generated by
our overseas projects since a substantial portion of the purchasers of our overseas projects are, and
are expected to continue to be PRC persons subject to the PRC government foreign exchange
control and capital outflow policies. See “—Risks relating to the PRC—PRC economic, political and
social conditions, as well as government policies, could affect our business.” We also cannot assure
you that our expansion plans will not adversely affect our existing operations and thereby have a
material adverse effect on our business, financial condition, results of operations and future
prospects. Any change in political leadership or the stability of the regions where we operate could
result in regional regulatory changes in the property development sector and have a material
adverse effect on our business, financial condition and results of operations.

Our results of operation, financial condition and cash flow may be adversely and materially
affected by the COVID-19 pandemic

The COVID-19 outbreak, which may have first appeared in Wuhan, China at the end of 2019, has
affected more than 80,000 individuals in China and more than 4 million individuals worldwide.
On May 7, 2020, WHO declared COVID-19 outbreak a pandemic. In response to the COVID-19
pandemic, governments across the world have imposed travel restrictions and/or lockdown to
contain its transmission. For example, China imposed lockdown on Wuhan and some other cities
in Hubei Province on January 23, 2020; Italy imposed national lockdown on March 9, 2020; Spain
imposed national lockdown on March 14, 2020; Belgium imposed national lockdown on March
18, 2020 and the United States have imposed stay home orders and other lock down measures
since late March, 2020. There is no assurance that more countries will not impose similar travel
restrictions or lockdowns in response to the pandemic or that the current containment measures
will be effective in halting the pandemic.
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The ongoing pandemic and containment measures may adversely and materially affect the
manufacturing, exports and imports and consumption of goods and services globally. The Caixin/
Markit Manufacturing Purchasing Managers’ Index (“PMI”) recorded a reading of 40.3 in
February 2020, indicating that China’s factory activity contracted in that month. Further, the
Caixin/Markit Service PMI also indicated that services sectors contracted in China in February
2020. According to IHS Markit, the services sector in the U.S. also contracted in February 2020.
There is no assurance that manufacturing and services sectors will not contract in other countries.
The development of pandemic may adversely and materially affect economic growth globally
due to reduce in demand and supply. On March 2, 2020 the Organization for Economic Co-
operation and Development reduced 2020 GDP growth projects for almost all economies.
Further, the pandemic may adversely and materially affect the stability of global financial
markets. On March 9, 12 and 16, trading on the New York Stock Exchange were halted for 15
minutes because S&P 500 trading price reached 7% below prior day’s S&P 500 closing price. The
unfolding pandemic may significantly reduce global market liquidity and depress economic
activities.

Several cities in China where we have land bank and operations were under a lockdown and
have imposed travel restrictions in an effort to curb the spread of the highly infectious
coronavirus. As a result, sales offices and construction of our development projects were
temporarily shut down. Moreover, supply of our raw materials and productivity of our employees
may be adversely affected. As a result, the completion of our projects may be delayed and sales
might be lower than expected, which might in turn result in substantial increase in our
development costs, late delivery of properties and/or otherwise adversely affect our profitability
and cash flows. Further, customers who have previously entered into contracts to purchase
properties may default on their purchase contracts if the economic situation further deteriorates
as a result of the epidemic. In addition, the COVID-19 outbreak poses risks to the wellbeing of
our employees and the safety of our workplace, which may materially and adversely affect our
business operation. Our ability to adequately staff, manage and/or maintain daily operations may
be adversely affected if the outbreak continues or further deteriorates. Given the uncertainties as
to the development of the outbreak at the moment, it is difficult to predict how long these
conditions will exist and the extent to which we may be affected. Furthermore, our properties or
facilities may be required to be suspended or quarantined, if there were clusters for the COVID-
19 cases in our properties or facilities or governmental ordinance to contain the outbreaks. Any
of these circumstances will result in material adverse impact on our business, financial condition,
results of operations, performance and prospects. Since April 2020, China and some other
countries gradually lifted stay-at-home orders and began to resume work and school at varying
levels and scopes. As a consequence, we experienced a recovery in our contracted sales in April
2020. However, there can be no assurance that this recovery momentum will continue in the
future.

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

In May 2017, Moody's Investors Service downgraded China’s sovereign credit rating for the first
time since 1989 and changed its outlook from stable to negative, citing concerns on the country’s
rising levels of debt and expectations of slower economic growth. 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. 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. More
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recently, trade tensions between the United States and China escalated, where both countries
have increased tariff on certain products in their bilateral trade. China’s economic growth may
also slow down due to weakened exports as a result of tariffs and trade tensions caused by the
U.S.-China trade war. 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 PRC 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 PRC
government lodged a complaint in the World Trade Organization against the United States 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 | Agreement”). Under the Phase |
Agreement, the United States 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 | Agreement will be abided by both governments and successfully
reduce trade tensions. If either government violates the Phase | 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 real estate industry remains uncertain.

Further, in the United Kingdom, a remain-or-leave referendum on its membership within the
European Union was held in June 2016, 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. The United Kingdom and the European Union will have a transition period until
December 31, 2020 to negotiate, among others, trade agreements in details. Given the lack of
precedent and uncertainty of the negotiation, the effect of Brexit remains uncertain, and Brexit
has and may continue to create negative economic impact and increase volatility in the global
market.

These and other issues resulting from the global economic slowdown and financial market
turmoil have adversely affected, and may continue adversely affecting, the general demand for
real estate property in the PRC, which may adversely impact our property sales. There is no
assurance that further economic slowdown will not occur in the near future, or the PRC
government’s economic recovery will be sustainable or successful to address the economic
slowdown. If market conditions deteriorate or a market downturn occurs again and becomes
more severe, longer lasting or broader than expected, we could defer our expansion plans, delay
our projects under development or face weakened sales and pre-sales which in turn could cause
us to face a material loss of customers and revenue and our shareholder value and overall
business prospects could be materially and adversely affected. In addition, any further tightening
of liquidity in the global financial markets may negatively affect our liquidity. Therefore, if the
global economic slowdown and turmoil in the financial markets crisis continue, our business,
financial condition and results of operations may be adversely affected.
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The PRC government has implemented restrictions on the payment terms for land use rights

On September 28, 2007, the Ministry of Land and Resources issued revised Rules on the Grant of
State-owned Land Use Rights through Public Tender, Auction and Listing-for-sale (F#%41% #ibg i
R A R A L BERLE), which provide 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 commence development on the land. This regulation became effective on
November 1, 2007. As a result, property developers are no longer allowed to bid for a large piece
of land, make partial payment, and then apply for a land use rights certificate for the
corresponding portion of land in order to commence development, as had previously been the
practice in many Chinese cities. On November 18, 2009, the Ministry of Finance, the Ministry of
Land and Resources, PBOC, the PRC Ministry of Supervision and the PRC National Audit Office
issued the “Notice on Further Enhancing the Revenue and Expenditure Control over Land Grant”
(B A 3 — 25 i i -+t i S B B3 A1), which raised the minimum down payment to 50% of the
total land premium and required the land premium to be fully paid within one year of signing a
land grant contract, subject to limited exceptions. On March 8, 2010, the Ministry of Land and
Resources issued the Circular on Strengthening Real Estate Land Supply and Supervision (7%
f75 Hiu e P Hb LR B 5 A BRI RELRG 8 41), under which the minimum price for a given land transfer is
required to be at least 70% of the benchmark price for land in the surrounding locality and the
bidding deposit for such land transfer is required to be at least 20% of the applicable minimum
transfer price. Property developers are also required to pay 50% of the land premium (taking
into account any deposits previously paid) as a down payment within one month of signing a
land grant contract and to pay the balance within one year of the contract date. On January 26,
2011, the State Council circulated Notice on Further Regulating the Real Estate Market (%5 />
Jo R 7 o — A A s b s T A P AR AT B R 48 41), which provides stricter management of housing
land supply, among other things, that participants or individual biding on any land unit shall
show proof of funding sources. On May 13, 2011, the Ministry of Land and Resources issued the
"Opinions on Maintaining and Improving the System for the Grant of Land by way of Tender,
Auction and Listing” ( <ERBRRAF1 5835 L 3B 40 S A L SB HUE 3 ) ). According to the opinions,
the base price for the land grant will take into consideration factors such as applicable laws, the
proposed development and utilization of the land, land price, time of payment, development
and construction duration, construction methods, the usage of land and previous dealings with
the enterprise. The Ministry of Housing and Urban-Rural Development (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” (B7 im0 8143 55 K A i fees
BB TAER A dated April 1, 2017 which requires that local authorities should adopt the
examination system of land acquisition capital to insure the property developers acquiring land
with internal funds and the property developers should be disqualified for any land bid backed
by capital from questionable sources and prohibited from bidding for land within stipulated time
limit. The implementation of these regulations may increase land transfer prices and require
property developers to maintain a higher level of working capital. We cannot assure you that we
will be able to acquire land suitable for development at reasonable cost or that our cash flow
position, financial condition or business plans will not be materially and adversely affected by the
implementation of these regulations.

We may not be able to obtain land use rights certificates or land title with respect to certain
parcels of land in which we currently have interests

We have entered into land grant contracts or land grant confirmation letters or sale and
purchase agreements to acquire certain parcels of land for which we have not yet obtained land
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use rights certificates or land title and we have not paid up all the land grant premium for some
of these land parcels. If we fail to complete the acquisition of these parcels of land in a timely
manner, or at all, we will not be able to develop and sell properties on such land. We may not be
able to acquire new land in replacement on terms acceptable to us, or at all. This would have a
material adverse effect on our business, financial condition, results of operations and business
prospects going forward. See “Business—Description of our property projects.”

Our business and results of operations may be adversely affected if we fail to comply with, or if
we fail to obtain, or there are material delays in obtaining, the requisite governmental
approvals

The property industry is subject to extensive regulations whether in the PRC or any of the other
markets in which we have operations, including Australia, India, Indonesia, Malaysia, the United
States and Thailand. For example, to establish a property development subsidiary in China, we
must go through various PRC governmental approval and filing or reporting procedures and
obtain the requisite approvals and licenses for our investment in such subsidiary and its property
development and related business operations. Our property development subsidiaries must
comply with a variety of legal and regulatory requirements, as well as the policies and
procedures established by local authorities to implement such laws and regulations. To undertake
and complete a property development, a property developer must obtain permits, licenses,
certificates and other approvals from the relevant administrative authorities at various stages of
the property development, including land use rights documents, planning permits, construction
permits, pre-sale permits and certificates or confirmations of completion and acceptance. Each
approval is dependent on the satisfaction of a set of conditions. Failure to obtain, or material
delays in obtaining the requisite governmental approvals for any of our projects could give rise
to potential liabilities and substantially disrupt the development and sale of our developments,
which would result in a material adverse effect on our business, results of operations and
financial condition.

We are currently applying for approval of the property development for certain projects. We
cannot assure you that we will not encounter significant problems in satisfying the conditions to
the approvals necessary for our business operations or property development, or that we will be
able to adapt ourselves to new laws, regulations or policies that may come into effect from time to
time and to which we are subject or the particular processes related to the granting of the
approvals. There may also be delays on the part of the administrative bodies in reviewing our
applications and granting approvals. There have been instances where we did not obtain approvals
on time, failed to comply with approvals we had been granted and there have been some instances
where certain of our project companies in the PRC were imposed administrative penalties by
relevant authorities as a result of commencing construction of certain projects before obtaining
construction permits or other relevant approvals. For example, one of our project companies in
Huiyang were imposed fines of approximately RMB70 million (US$10.1 million) for commencing
project construction before obtaining construction permits. In October 2017, one of our project
companies in Henan were imposed fines of approximately RMB16 million (US$2.3 million) for
commencing project construction before obtaining construction permits. There have also been
instances where certain of our project companies in the PRC received administrative penalties
imposed by the relevant governmental authorities as a result of using certain types of land,
including forested land, as well as sea area without approvals from such governmental authorities.
For example, in August 2017, one of the local oceanic authorities in Hainan issued an
administrative penalty notice to one of our project companies and such project company was
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imposed with a fine of approximately RMB22.5 million (US$3.2 million) for reclamation
development of sea area without requisite approvals. In April 2018, the local oceanic authorities in
Hainan imposed an administrative fine of approximately RMB8.0 million (US$1.1 million) on one of
our project companies and further suspended its project construction for failing to obtain
approvals of environmental impact assessment before commencing construction. There have been
some instances where certain of our project companies in the PRC failed to obtain pre-sale permits
before commencing pre-sales. For example, one of our project companies in Qingyuan has been
required by the local governmental authority to suspend construction and sale of certain parts of
its project for failing to properly obtain pre-sale permits. If we fail to comply with, or if we fail to
obtain, or experience material delays in obtaining, the requisite governmental approvals, licenses
and filings, our investment in our subsidiaries and the schedule of development and sale of our
developments could be substantially disrupted, resulting in a material adverse effect on our
business, financial condition and results of operations.

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

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

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

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

As a result of economic growth and the boom in the property industry in the PRC, wages for
construction workers have experienced increases in recent years. In addition, certain PRC laws,
such as the Labor Law of the PRC, have enhanced the protection for employees and increased
employer liability, which may further increase our labor costs. Under the terms of most of our
construction contracts, the construction contractors are responsible for the wages of construction
workers for our property development and bear the risk of fluctuations in wages during the term
of the relevant contract. The contractors are also liable if they do not purchase work injury
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insurance for their workers as required. However, we are exposed to the price volatility of labor
to the extent that we periodically enter into new or renew existing construction contracts at
different terms during the life of a project, which may span several years, or if we choose to hire
the construction workers directly. If we are unable to pass on any increase in the cost of labor, to
either our construction contractors or to the purchasers of our properties, our results of
operations may be adversely affected.

We are exposed to the risk of latent property defects

Latent property defects are those where substandard work is hidden and cannot be discovered by
a reasonable inspection. Typically, such defects involve an element of the construction that
cannot be seen by the naked eye because it is within a wall cavity or buried underground. There
can be no assurance that our existing properties, those currently under development or planned
for development do not contain and will not contain latent defects. Latent defects may have an
adverse effect on our reputation and the value of and/or our ability to sell or lease a property
and the costs of remedying any such defects may be material to us. Furthermore, we may incur
significant liabilities from third parties in connection with latent defects, including the costs of
remedying such defects and the consequential losses suffered by such third parties and any costs
incurred by us that are not covered by warranties given by contractors, which may have an
adverse effect on our business, financial condition and results of operations.

We are subject to legal and business risks if we fail to obtain or maintain qualification certificates

Property developers in the PRC must obtain a formal qualification certificate (&'&# %) in order to
develop property in the PRC. According to the Provisions on Administration of Qualification of
Real Estate Developers (/5 b 88 {3 G B PEHLUE), newly established developers must first apply
for a temporary qualification certificate (& && %), which can be renewed for a maximum of
two additional one-year periods, by which time a formal qualification certificate must have been
issued. Before commencing their business operations, entities engaged in construction, or fitting
and decoration are required to obtain qualification certifications in the Provisions on
Administration of Qualification of Construction Enterprises (%¥AMEEHE I E). Property
developers in the PRC are required to produce a valid qualification certificate when they apply
for a pre-sale permit. If the newly established property developer fails to commence a property
development project within the one-year period when the provisional qualification certificate is
in effect, it will not be allowed to extend its provisional qualification certificate. Experienced
property developers must also apply for renewal of their qualification certificates every two to
three years in most cities, subject to an annual verification by relevant governmental authorities.
It is mandatory under government regulations that developers fulfill all statutory requirements
before obtaining or renewing their qualification certificates.

Qualification certificates for property developers are subject to renewal on an annual basis. In
reviewing an application to renew a qualification certificate, the local authority takes into
account the property developer’s registered capital, property development investments, history
of property development and quality of property construction, as well as the expertise of the
developer’'s management and whether the developer has any illegal or improper operations.

Each of our project companies, with the assistance of our group office, is responsible for the
annual submission of its renewal application. If any one of our project companies is unable to
meet the relevant qualification requirements, the local authorities will normally grant that
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project company, subject to a penalty of between RMB50,000 and RMB 100,000, a grace period to
rectify any insufficiency or non-compliance. Failure to satisfy the requirements within the
specified time frame could result in rejection of the renewal application and revocation of the
business license of the project company. As of the date of this offering memorandum, most of
our project companies which are developing properties has obtained a valid qualification
certificate except for certain project companies, which are in the process of applying for
extension or alteration or issuance of the qualification certificates.

In addition, we have other non-property development related subsidiaries which also require
qualification certificates to engage in their relevant operations. As of the date of this offering
memorandum, these subsidiaries have obtained or are in the process of applying for the issuance
or extension of such qualification certificates.

We cannot assure you that the qualification certificates of all of our existing project companies
will continue to be renewed or extended or that formal qualification certificates for new project
companies and our other non-property development related subsidiaries will be obtained in a
timely manner, or at all. If our project companies or our other non-property development related
subsidiaries are unable to obtain or renew their qualification certificates, as applicable, they will
not be permitted to engage in or continue their businesses, which could have a material adverse
effect on our business and financial condition.

We face significant property development risks before we realize any benefits from a
development

Property developments typically require substantial capital outlays during the construction
periods, and it may take months or years before positive cash flows, if any, can be generated by
pre-sales or sales. The time and costs required to complete a property development may increase
substantially due to many factors beyond our control, including the shortage or increased cost of
material, equipment, technical skills and labor, adverse weather conditions, natural disasters,
labor disputes, disputes with contractors, accidents, changes in government priorities and
policies, changes in market conditions, delays in obtaining the requisite licenses, permits and
approvals from the relevant authorities and other unforeseeable problems and circumstances.
Any of these factors, individually or in the aggregate, may lead to a delay in completing, or
failure to complete a property development and result in costs substantially exceeding those
originally budgeted. Failure to complete a property development according to its original plan, if
at all, may have an adverse effect on our reputation and could give rise to potential liabilities. In
addition, if there is any negative news or report on our property development strategy or
operation, we may suffer from negative publicity or reputation damage. As a result, our returns
on investments, if any, might not be timely recognized or might be lower than originally
expected.

Our investment properties are illiquid

Investments in properties are in general illiquid compared to many other types of investments.
Therefore, our ability to sell one or more of our investment properties in response to changing
economic, financial and investment conditions promptly, or at all, 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, if at all. We cannot predict the length of time needed to find a purchaser and to complete
the sale of a property currently held or planned to be held for investment purposes. Moreover,
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should we decide to sell a property subject to a tenancy agreement, we may have to obtain
consent from or pay termination fees to our tenant. In addition, investment properties may not
be readily convertible to alternative uses if they become unprofitable due to competition, age,
decreased demand or other factors. The conversion of investment properties to alternative uses
generally requires substantial capital expenditures. In particular, we may be required to expend
funds to maintain properties, correct defects, or make improvements before a property can be
sold and we may not have sufficient funds available for such purposes. These factors and any
others that would impede our ability to respond to adverse changes in the performance of our
investment properties may materially and adversely affect our ability to retain tenants and to
compete against our competitors and therefore our business, financial condition and results of
operations may be materially and adversely affected.

We face risks relating to fluctuations of results of operations from period to period

Our results of operations tend to fluctuate from period to period. The number of properties that
we can develop or complete during any particular period is limited due to the substantial capital
required for land acquisition, demolition and resettlement and construction, as well as limited
land supplies and lengthy development periods before positive cash flows may be generated. In
addition, in recent years, we have begun to develop larger-scale property developments and, as a
result, we develop properties in multiple phases over the course of several years. Typically, as the
overall development moves closer to completion, the sales prices of the properties in such larger-
scale property developments tend to increase because a more established residential community
is offered to purchasers. In addition, seasonal variations have caused fluctuations in our revenues
and profits from quarter to quarter. For example, our revenue and profits, recognized upon the
delivery of properties, are often lower in the first half of a year than in the second half, and we
will continue to experience fluctuations in revenue and profits on an interim basis. As a result,
our results of operations fluctuate and our interim results do not proportionally reflect our
annual results.

We rely on independent contractors

We expect that as our business grows in terms of the number of projects and geographical
coverage, we will engage independent contractors to provide various services, including design,
construction and installation, engineering, construction supervision, fitting and decoration, most
of which have been provided primarily by our own subsidiaries to date. Historically, a majority of
our construction work in Guangdong Province was undertaken by Guangdong Giant Leap
Construction Co., Ltd. (“Giant Leap Construction Co."”), our wholly owned subsidiary. As we have
expanded to regions outside Guangdong Province, we have outsourced more construction work,
which in turn has increased our reliance on independent contractors. While we may consider
acquiring or setting up local construction companies in our major markets outside Guangdong
Province, we expect that a substantial portion of our construction work outside Guangdong
Province will continue to be undertaken by independent contractors. We cannot assure you of
the availability of qualified independent contractors in the market at the time of our intended
outsourcing, nor can we assure you that the services rendered by our independent contractors
will always be satisfactory or meet our quality requirements. There have been instances where
the independent contractors’ performance was less than satisfactory, which in turn caused some
quality issues and disputes between us and our customers. There have also been some instances
where independent contractors failed to pay sub-contractors and as a result, we became parties

35



to disputes related to such payments. While we endeavor to monitor the quality of our
independent contractors’ work, we cannot assure you that such issues will not arise in the future
or that our business, results of operation, financial condition and reputation will not be
materially and adversely affected as a result. Moreover, the completion of our property
developments may be delayed, and we may incur additional costs, due to a contractor’s financial
or other difficulties. Any of these factors could have a material adverse effect on our business,
financial condition and results of operations.

We face contractual and legal risks relating to the pre-sale of properties, including the risk that
property developments may not be completed and the risk that changes in laws and regulations
in relation to the pre-sales of properties may adversely affect our business, cash flow, financial
condition and results of operations

We face contractual risks relating to the pre-sales of properties. For example, if we fail to meet
the completion deadlines stated in pre-sale contracts, purchasers of pre-sold units have the
contractual right to claim damages. If we still fail to deliver the properties to the purchasers
within the grace period stipulated in the contract, the purchasers have the right of termination.
If the actual GFA of a completed property delivered to purchasers deviates by more than 3%
from the GFA originally stated in the pre-sale contracts, purchasers have the right of termination
or the right to claim damages.

Proceeds from the pre-sales of our properties are an important source of funds for our property
developments and have an impact on our liquidity position. On August 5, 2005, PBOC recommended
in the “2004 Real Estate Financing Report” that the practice of pre-selling uncompleted properties be
discontinued, on the grounds that it creates significant market risks and generates transactional
irregularities. At the “two meetings” (the plenary session of the National People’s Congress and that
of the Chinese People’s Political Consultative Conference) held in March 2006, a total of 33 delegates
to the National People Congress, including Bai Hexiang, head of the Nanning Central Sub-Branch of
PBOC put forward a motion to abolish the system for sale of forward delivery housing. In May 2006,
Cheng lJiansheng, head of the Real Estate Finance Division of the Financial Market Department of
PBOC, published an article pointing out that the way to perfect the system for pre-sale of commodity
properties (%) of China is to abolish the financing function of presale. On July 24, 2007, an
economy research group under NDRC proposed to change the existing system for sale of forward
delivery housing into one for sale of completed housing. According to media reports, on September
21, 2018 Guangdong Real Estate Association issued an Emergency Notice of Providing the Relevant
Opinions on the Pre-sale Permit for Commodity Properties (B s 42 B i 55 78 5 7] A B R 2 Z0am )
asking for opinions on the proposal of canceling the pre-sale system for commodity properties. These
recommendations have not been adopted by any PRC governmental authority and have no
mandatory effect. On April 13, 2010, the MOHURD issued the Notice on Further Strengthening the
Supervision of Real Estate Market and Improving the Pre-Sale System of Commodity Housing (i #E—
A5 IR 5 7 T 5 B A € 3 T A TR TS A B BB 48 AT). The notice urges local governments to enact
regulations on sale of completed commodity properties in light of local conditions, and encourages
property developers to sell completed commodity properties. No local government has promulgated
any such regulation for sale of completed commodity properties yet. Further, the PRC government
can impose strict regulations on the advertising of pre-sales and some of our project companies have
been penalized for violations of such pre-sale regulations. We cannot assure you that PRC
government authorities will not ban the practice of pre-selling uncompleted properties or implement
further restrictions on the pre-sale of properties, such as imposing additional conditions for a pre-sale
permit or further restrictions on the use of pre-sale proceeds. Proceeds from the pre-sale of our
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properties are an important source of financing for our property developments. Consequently, any
restrictions on our ability to pre-sell our properties, including any increase in the amount of up-front
expenditure we must incur prior to obtaining a pre-sale permit, would extend the time period
required for recovery of our capital outlay and would result in our needing to seek alternative means
to finance the various stages of our property developments. This, in turn, could have a material and
adverse effect on our business, cash flow, financial condition and results of operations.

Resettlement negotiations may add costs or cause delays to our development projects

Under PRC laws and regulations, we are not responsible for the demolition and removal work of
a site for development, unless the party responsible for the demolition and removal and the
party subject to the demolition and removal fail to reach an agreement for compensation and
resettlement, then either of them may apply for a ruling from the relevant governmental
authorities. If a party is not satisfied with the ruling, it may initiate proceedings in a PRC court
within three months from the date of service of such ruling, which may cause delays to the
development of projects. Such proceedings and delays, if they occur, could adversely affect our
reputation. In addition, any such delays to our development projects will lead to an increase in
the cost and a delay in the expected cash inflow resulting from pre-sales of the relevant project
and the recognition of sales as revenue upon completion, which may in turn adversely affect our
business, financial position and results of operations.

We may not receive full compensation for assistance we provide to local governments to clear
land for government land sales

In certain cases where we are interested in acquiring land, we assist local governments in clearing the
land and relocating the original residents so that the land is ready for tender, auction and listing-for-
sale. In such cases, we enter into land clearance agreements with the relevant land authorities,
pursuant to which the relevant authorities are responsible for land planning, resident relocation and
constructing municipal supporting facilities and we are responsible for providing funding for the land
clearance and relocation and offering management services. After the land clearance is complete and
the land is otherwise suitable for public land sale, the relevant land authority will organize a sale
through a public tender, auction or listing-for-sale process. Under the land clearance agreements, we
are reimbursed for expenses we incur for land clearance and relocation and we are entitled to a
portion of the profit realized by the local government on the land sale. According to the land
clearance agreements, we have exclusive rights to clear the land, but do not have the exclusive right
to acquire the land. We do not control the timing of the sale of the land use rights in the land that
we have cleared, nor do we set the price for which such land use rights are sold. Sales of the land use
rights are conducted by the relevant local government land authorities, through a bidding, auction or
listing-for-sale process and we are required to participate in such process if we want to acquire the
land. We cannot assure you that we will win the bid in a timely manner or at all; nor can we assure
you that the relevant land authority will achieve an optimal price for the sale of such land use rights.
We cannot assure you that we will be reimbursed for the expenses that we incur in connection with
such land clearance, nor can we assure you that we will receive any profit from such land use rights
sales. In addition, we cannot assure you that the PRC government will not issue new laws or
regulations which may revoke the reimbursement, profit allocation or other arrangements in the
land clearance agreements that we have entered into with the local governments and, as a result, we
may not be able to receive compensation for expenses we incurred in connection with the land
clearance and allocation work. Further, the PRC State Council on January 3, 2008 issued the Notice to
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Enhance the Economical and Intensive Use of Land (B i i #5240 i #h iY@ %0), which requires the use
of a public bidding process in selecting companies to assist the local governments with land clearance
work. This requirement may limit our ability to participate in such land clearance work in the future.

We guarantee the mortgages provided to our purchasers and, consequently, we are liable to the
mortgagee banks if our purchasers default on their mortgage payments

We arrange for various banks to provide mortgage services to the purchasers of our properties in
the PRC. In accordance with market practice, domestic banks require us to provide guarantees in
respect of these mortgages. The majority of these guarantees are guarantees which are released
upon the earlier of the issuance of the individual property ownership certificate (5 & i A i) to
the owner of the property or the certificate of other rights of property (% ihzEMIERERE) to the
mortgage bank by the relevant housing administration department, which generally takes place
within three months after we deliver the relevant property to the purchasers, or the full
settlement of the mortgaged loans by the purchasers. Prior to 2003, we also provided guarantees
for the mortgage loans of some of our customers which are discharged two years from the day
the mortgage loans become due. In line with industry practice, we do not conduct independent
credit checks on our customers but rely instead on the credit checks conducted by the mortgage
banks. For further information on our outstanding guarantees for the mortgage loans of our
customers, see note 39 to our audited consolidated financial statements as of and for the years
ended December 31, 2018 and 2019 which are included elsewhere in this offering memorandum.

Although we have experienced a low rate of default on the mortgage loans we guarantee, there
is no assurance that the default rate will not increase in the future. If such an increase occurs and
our guarantees are called upon, our business, financial condition and results of operations could
be adversely affected.

Disputes with joint venture partners may adversely affect our business

We have, and expect to have in the future, interests in joint venture entities in connection with
our property development plans, including the Asian Games City JV, the project companies of our
Malaysian projects and other joint venture entities described in this offering memorandum. In
certain circumstances, our existing joint venture entities have relied on our financial support, and
we expect they will continue to do so. In addition, in accordance with PRC law, certain matters
relating to joint ventures require the consent of all parties to the joint venture. Our joint
ventures may involve risks associated with the possibility that our joint venture partners may:

e have economic or business interests or goals inconsistent with ours;
¢ take actions contrary to our instructions, requests or our policies or objectives;

¢ be unable or unwilling to fulfill their obligations under the relevant joint venture
agreements;

¢ have financial difficulties; or
¢ have disputes with us as to the scope of their responsibilities and obligations.

We cannot assure you that we will not encounter problems with respect to our joint venture
partners which may have an adverse effect on our business operations, profitability and
prospects.
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Any unauthorized use of our brand may adversely affect our business, and our trademark
licensees may conduct their business in a way that is detrimental to our brand image

Our brand receives high recognition in China. Any unauthorized use of our brand may have a
negative impact on our brand image and adversely affect our business. In addition, we have
granted a non-exclusive license to certain related parties to use our brand. We do not have
control over the conduct of these licensees or other companies which may use our brand without
our authorization. As a result, our business and reputation could be adversely affected due to
any unauthorized use of our brand.

We have started expanding our operations into new industries and such expansion may not be
successful

We have taken significant initiatives or made significant plans to expand into the agriculture,
robotic technologies, artificial intelligence, cloud computing and digital data platforms, with a
view to establishing alternative revenue sources. There is no assurance that we will be able to
successfully leverage our experience in the property industry and replicate our success in other
industries. Our expansion in general which may include acquisitions, investments, or other forms
of cooperations with third parties and partners, will require a significant amount of capital
investment and involve various risks and uncertainties, including the risk of operating in new
environments and markets, navigating different regulatory regimes and obtaining necessary
governmental approvals, difficulties in gaining market recognition and competing effectively
with established industry participants, difficulties of integrating new businesses and employees
into our existing businesses, challenges developing the necessary technology or know-how for
the new businesses, and the diversion of resources and attention of our management.

Moreover, our entries into new industries have exposed, or will expose us, to additional risks
common to such industries. Operating in the agricultural and technology industries will elevate
our risks in areas such as regulatory compliance, customer complaints and lawsuits. Any failure to
address these risks and uncertainties may adversely affect our business, financial condition and
results of operations.

We do not have insurance to cover potential losses and claims in our operations

We do not maintain insurance for the destruction of, or other damage to, all of our properties
under construction. We carry property management liability insurance in connection with our
property management business and accident insurance (i.e. employer’s liability insurance) for our
construction workers; however, we do not maintain insurance against other personal injuries or
property damage that may occur during the construction of our properties. We also do not carry
insurance coverage for the non-performance of contracts during construction and other risks
associated with construction and installation work during the construction period.

Moreover, there are certain contingent liabilities for which insurance is not available on
commercially practicable terms, such as losses caused by earthquake, typhoon, flooding, war and
civil disorder.

We may not have sufficient funds to offset any such losses, damages or liabilities or to replace
any property development that has been destroyed in the course of our operations and property
development. In addition, any payments we make to cover losses, damages or liabilities could
have a material adverse effect on our business, financial condition and results of operations.
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We may be involved in legal, administrative and other disputes arising out of our operations or
subject to fines and sanctions in relation to our non-compliance with certain PRC laws and
regulations from time to time and may face significant liabilities or damage our reputation as a
result

We may be involved in disputes with various parties involved in the development and the sale of
our properties, including contractors, suppliers, construction workers, partners and purchasers.
We may also be involved in disputes with various parties relating to our property management
business including personal injury claims. These disputes may lead to legal or other proceedings,
may result in substantial costs and diversion of resources and management’s attention and may
have a material adverse effect on our reputation and our ability to market and sell our
properties. We have been involved in disputes with our customers with respect to quality of our
properties and time of delivery and we may receive negative publicity from other potential
disputes with customers in the future. We also have been involved in disputes with independent
contractors with respect to project payment. In addition, most of our projects consist of multiple
phases, and purchasers of our properties in earlier phases may file legal actions against us if our
subsequent planning and development of the projects are perceived to be inconsistent with
representations and warranties we made to them. There have also been instances where land or
buildings belonging to certain of our PRC subsidiaries have been sealed off by courts in the PRC
for disputes such PRC subsidiaries are involved in. Further, we may have disagreements with
regulatory bodies in the course of our operations, which may subject us to administrative
proceedings and unfavorable decrees that result in pecuniary liabilities and cause delays to our
property developments. There have been instances where we were involved in disputes with local
regulatory bodies relating to our business operations and we have also been fined
administratively in the past for selling and marketing practices that were considered in breach of
relevant regulations. We cannot assure you that any disputes with parties involved in the
development and sale of our properties in the future would not have a material adverse effect
on our business, financial condition and results of operations or have a negative impact on our
reputation or the “Country Garden” brand. Any failure or alleged failure by us or any of our
directors, officers or other agents to fully adhere to the PRC or other applicable anti-corruption
laws, corruption, or alleged corruption by us or any of our directors, officers or other agents, or
any investigation in relation to such failure or alleged failure or corruption or alleged corruption
by any regulatory body, could also materially and adversely affect our reputation, business,
financial condition and results of operations.

We are not engaged in any litigation or arbitration of material importance and we are not aware
of any material litigation or claim pending or threatened by or against us. However, we cannot
assure you that we will not be engaged in any litigation or arbitration of material importance in
the future. Although we have purchased insurance policies to cover potential litigation or
arbitration claims, such claims may fall outside the scope or limit of our insurance coverage and
our financial condition and results of operations may be adversely affected.

We are exposed to construction disputes and litigation

Our wholly owned subsidiary, Giant Leap Construction Co., undertakes construction work for a
substantial portion of our projects, as well as one project developed by a related party and a few
third-party projects. Giant Leap Construction Co. may be subject to legal claims and proceedings
instituted by our customers, subcontractors, workers and other parties involved in the projects
undertaken by us from time to time. Such claims and proceedings include claims for
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compensation for late delivery of construction works and delivery of substandard works and
claims in respect of personal injuries and labor compensation in relation to construction works.

We may be liable to our customers for damages if we do not apply for individual property
ownership certificates on behalf of our customers in a timely manner

Property developers in the PRC are typically required to assist the purchasers to get the relevant
individual property ownership certificates within 90 days of delivering the properties unless
otherwise specified in the relevant sale and purchase agreements. Property developers, including
us, generally elect to specify the deadline to apply for the individual property ownership
certificates upon the provision of the necessary documents by the customers to allow sufficient
time for the relevant application processes.

Under current regulations, we are required to submit the requisite governmental approvals in
connection with our property developments, including land use rights documents and planning
and construction permits, to the local bureau of land resources and housing administration
within three months of receiving the completion and acceptance certificate for the relevant
properties and apply for the general property ownership certificate for these properties. We are
then required to submit, within a stipulated period after delivery of the properties, the relevant
property sale and purchase agreements, identification documents for the purchasers and proof of
payment of deed tax, together with the general property ownership certificate, for the bureau’s
review and the issuance of the individual property ownership certificates.

No material claim has been brought against us by any purchasers for late application for
individual property ownership certificates on behalf of our customers in the years ended
December 31, 2017, 2018 and 2019. However, we cannot assure you that we will not become
liable to purchasers in the future for late application for individual property ownership
certificates on behalf of our customers due to our own fault or reasons beyond our control,
which may have a material adverse effect on our business.

Our hotel operations involve uncertainties

Certain residential projects that we have developed or intend to develop include high-end hotel
operations.

Our approach to our hotel business is not focused on the profit contribution derived directly
from our hotel operations. Rather, we consider our hotel business a value enhancer to our brand
recognition in the property market and an integral component of our overall residential project
marketing strategy.

Most of our hotels are currently owned and operated by our own hotel companies. Although the
managing staff at various levels have the relevant management experience, we could face
considerable reputational and financial risks if the hotels are mismanaged. If we are unable to
successfully manage our hotel business, it may have a material adverse effect on the results in
that segment as well as our overall marketing strategy, financial condition and results of
operations.

We have engaged third-party hotel management partners to manage our Maritim Hotel, Wuhu,
Maritim Hotel, Shenyang, Hilton Wuhan Optics Valley and Hilton Foshan. In addition, we have
signed a letter of understanding and management agreement with an international
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management firm with respect to some of our hotels under development or planning. Our results
of operations may be affected by the performance of these hotel management partners, as well
as any adverse publicity or other adverse developments relating to these companies or their
brands generally. We may also consider engaging other international management companies to
manage our hotels. We and the hotel management companies may have disagreements as to
how the hotels should be managed or other matters. In general, under the terms of the
management agreements, the third-party hotel management partners control the daily
operations of the hotels. Thus, even if we believe our hotels are being operated inefficiently or in
a manner that does not result in optimal or satisfactory occupancy rates, gross operating profit
margins or other performance indicators, we may not be able to require the management
partners to change the way they manage our hotels. Such cooperation with hotel management
companies may not achieve positive results as anticipated.

There is no assurance that certain current ancillary facilities will continue to provide services to
the owners or users of our property developments

The ancillary facilities within our residential communities enhance the value of our properties by
improving the overall quality and value of the surrounding areas, thus offering a better living
environment to the owners and users of our properties. However, we do not operate or manage
some of the ancillary facilities, such as schools and hospitals. We cannot assure you that these
facilities will continue to operate and provide services in our residential communities. In the
event that these facilities cease to operate in our residential communities, our properties may
become less attractive and competitive and this may adversely affect their value.

Any portion of our uncompleted and future property developments that are not in compliance
with relevant laws and regulations will be subject to governmental approval and additional
payments

The local government authorities inspect property developments after their completion and issue
Construction of Properties and Municipal Infrastructure Completed Construction Works Certified
Reports (J5 & @5 TR BUEME TAR% TEI#%R) if the developments are in compliance with
the relevant laws and regulations. If the total constructed GFA of a property development
exceeds the GFA originally authorized in the relevant land grant contracts or construction permit,
or if the completed property contains built-up areas that do not conform to the plan authorized
by the construction permit, the property developer may be required to pay additional amounts
or take corrective actions with respect to such non-compliant GFA before a Construction of
Properties and Municipal Infrastructure Completed Construction Works Certified Report can be
issued to the property development.

We cannot assure you that local government authorities will not find that the total constructed
GFA of our existing projects under development or any future property development exceeds the
relevant authorized GFA upon completion. Moreover, we cannot assure you that we would have
sufficient funding to pay any required additional land premium or to pay for any surcharges or
corrective action that may be required in a timely manner, or at all. Any of these circumstances may
materially and adversely affect our reputation, our business, results of operations and financial
condition.
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The relevant PRC tax authorities may challenge the basis on which we calculate our LAT or other
tax obligations

Under PRC tax laws and regulations, our PRC subsidiaries are subject to LAT, which is collected by
local tax authorities. All income from the sale or transfer of land use rights relating to
state-owned land, buildings and their attached facilities in the PRC is subject to LAT at
progressive rates ranging from 30% to 60% of the appreciation in value as defined by the
relevant tax laws. Certain exemptions are available for the sale of ordinary standard residential
houses (##E#E(E ) if the appreciation value does not exceed 20% of the total deductible items
as defined in the relevant tax laws. Sales of commercial properties are not eligible for the
exemption. We estimate and make provision for the full amount of applicable LAT in accordance
with the relevant PRC tax laws and regulations, but we only pay a portion of such provision each
year as is required by the local tax authorities.

Further, 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
(AT B b BR84S (BT 558 A B R E Y 0), which requires that:

¢ final settlement of LAT will be conducted on a project-by-project basis. For multi-phase
projects, each phase will be required to undergo LAT clearance and settlement process;

¢ the appreciated value of ordinary residential properties and non-ordinary residential
properties contained within a project shall be calculated separately; and

e property developers must conduct final settlement if one of the following conditions is
satisfied:

¢ the project is completed and has been sold entirely;

e the project is transferred as a whole before the completion of the construction;
or

¢ only land-use rights are transferred.

This notice also stipulates that the PRC tax authorities may require the property developer to
conduct final LAT settlement if any of the following conditions is met:

e for completed projects, the area sold exceeds 85% of the total saleable area or, though
less than 85%, the rest of the saleable area has already been rented or is being self-used;

¢ the project has held a sale/pre-sale license for at least three years but has not been sold
entirely;

e the taxpayer has applied for tax de-registration but the LAT settlement has not been
conducted; or

e other situations set forth by the provincial PRC tax authorities.

On May 19, 2010, the SAT issued the Circular on Issues Concerning Settlement of Land
Appreciation Tax (B¢ L4 EBEHA B ERNEH) to clarify and strengthen the settlement of
LAT. Furthermore, on May 25, 2010, the SAT issued the Notice on Strengthening the Collection of
Land Appreciation Tax (@7 ms@ -3 (EFREE TIER#EA), which requires that the minimum LAT
prepayment rate shall be 2% for provinces in the eastern region, 1.5% for provinces in the
central and northeastern regions, and 1% for provinces in the western region.
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Local provincial tax authorities can formulate their own implementation rules in accordance with
the notice and local situation and there are uncertainties how this notice will be enforced. In the
event that the implementation rules promulgated in the cities in which our projects are located
require us to settle all unpaid LAT, our cash flow may be adversely affected.

For the years ended December 31, 2017, 2018 and 2019 our LAT expense was RMB7,945 million,
RMB13,763 million and RMB16,424 million (US$2,359 million), respectively. We estimate and
make provision for the amount of applicable LAT at the time the relevant property sales revenue
is recognized and recorded in our books, but actual LAT payment will only be made at the time
specified by the relevant PRC tax laws and regulations. We cannot assure you that the local tax
authorities will agree with the basis on which we calculate our LAT obligations. In addition, we
cannot assure you that the applicable tax rate for LAT will not increase, or that the PRC
government or local tax authorities will not abolish the authorized taxation method, or that we
will be able to obtain approval in the future to use the authorized taxation method. If the
relevant tax authorities determine that a higher amount of LAT should be paid, our business,
financial condition and results of operations may be materially and adversely affected.

The full-fledged levy of value added tax on revenues from a comprehensive list of service
sectors may subject our revenues to an average higher tax rate.

Pursuant to the Notice on Adjustment of Transfer Business Tax to Appreciation Tax (B4 2 ik B
B O E BB ) issued on March 23, 2016 and implemented on May 1, 2016 (“Circular
36") by the Ministry of Finance (“MOF") and the PRC State Administration of Taxation (“SAT"),
effective from May 1, 2016, PRC tax authorities have started imposing value added tax ("VAT")
on revenues from various service sectors, including real estate, construction, financial services and
insurance, as well as other lifestyle service sectors, to replace the business tax that co-existed with
VAT for over 20 years. Since the issuance of Circular 36, the MOF and SAT have subsequently
issued a series of tax circulars in March and April 2016 to implement the collection of VAT on
revenues from construction, real estate, financial services and lifestyle services. The VAT rates
applicable to us may be generally higher than the business tax rate we were subject to prior to
the implementation of Circular 36. For example, the VAT rate for the sale of self-developed real
estate projects will be increased from 5% (the current business tax rate) to 11%. Unlike business
tax, the VAT will only be imposed on added value, which means the input tax incurred from our
construction and real estate can be offset from our output tax. However, details of concrete
measures are still being formulated in accordance with Circular 36. We are still in the process of
assessing the comprehensive impact of the new VAT regime on our tax burden, our revenues and
results of operations, which remains uncertain.

Potential liability for environmental problems could result in substantial costs

We are subject to a variety of laws and regulations concerning environmental protection. The
particular environmental laws and regulations that apply to any given development site vary
greatly according to the site’s location and environmental condition, the present and former uses
of the site and the nature of the adjoining properties. Requirements under environmental laws
and conditions may result in delays to development schedules, may cause us to incur substantial
compliance and other costs and may prohibit or severely restrict project development activity in
environmentally-sensitive areas.

The PRC environmental regulations provide that each project developed by a property developer
must undergo an environmental assessment, and an environmental impact assessment report be
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submitted to the relevant government authorities for approval before construction is
commenced. If we fail to comply with such requirements, the local environmental authority may
order us to suspend project construction until an environmental impact assessment report is
submitted to and approved by such authority. The local environmental authority may also impose
on us a fine of 1%-5% of the total investment amount in respect of such project. There have
been instances where certain of our project companies in the PRC received administrative
penalties imposed by the environmental authorities as a result of commencing construction of
projects before submitting the environmental impact assessment report to the relevant
government authorities for approval. For example, in May 2017, one of the local environmental
authorities in Anhui has issued an administrative penalty notice to one of our project companies
that such project company has been imposed fines of an amount of approximately RMB30.7
million (US$4.4 million) for commencing construction without submitting the environmental
impact assessment report to the environmental authorities for approval. In November 2017, one
of our project companies in Shandong were imposed fines of approximately RMB14 million
(US$2.0 million) for commencing project construction without obtaining approvals for the
environmental impact assessment report from the local environmental authorities. In April 2018,
the local oceanic authorities in Hainan imposed an administrative fine of approximately RMB8.0
million (US$1.1 million) on one of our project companies and further suspended its project
construction for failing to obtain approvals of environmental impact assessment before
commencing construction. One of our project companies in Changsha was required to suspend
construction and a fine of approximately RMB4 million (US$0.6 million) was imposed against it as
a result of it failing to obtain approvals relating to environmental impact assessments from the
local environmental authority before commencing renovation and expansion of its property
project. In June 2019, one of our project companies in Hainan was imposed a fine in the amount
of approximately RMB24 million (US$3.4 million) by the local environmental authority for
commencing construction without submitting the environmental impact assessment report to the
environmental authorities for approval. We are currently applying for the approval of
environmental assessment for certain of our projects. We cannot assure you that we will be able
to obtain these approvals in a timely manner.

In addition, PRC law had required environmental facilities included in property developments to
pass inspection by the environmental authorities in order to obtain completion approval before
commencing operations. Some of our property projects have environmental facilities that are
subject to this requirement and are currently applying for inspection by the environmental
authorities. We cannot assure you that we will be able to pass such inspections in a timely
manner. If we fail to comply with this inspection requirement, the local environmental
authorities may order us to suspend construction or use of the relevant facilities, which may
disrupt our operations and adversely affect our business. Such authorities may also impose on us
a fine below RMB2 million and other penalties in respect of such project and there have been
instances in the past when certain of our project companies in the PRC were imposed
administrative penalties, including suspension of the use of the relevant sewage plant, by the
environmental authorities as a result of non-compliance with the relevant PRC laws on
environmental protection. We cannot assure you that we will obtain such approvals in a timely
manner. In the event that such completion approvals cannot be obtained or if a fine is imposed
on us, our business and our financial condition may be adversely affected. From November 20,
2017, after the completion of project construction, the project company (other than the
environmental authorities) should conduct environmental protection inspection of the completed
project, formulate environmental protection inspection report, and disclose the report to the
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public by submitting relevant data and information to the online platform for completed
projects’ environmental protection inspection, which is maintained by the Ministry of Ecology
and Environment.

Although the environmental investigations conducted by local environmental authorities to date
have not revealed any environmental liability that we believe would have a material adverse
effect on our business, financial condition or results of operations, it is possible that these
investigations did not reveal all environmental liabilities and that there are material
environmental liabilities of which we are unaware. We cannot assure you that a future
environmental investigation will not reveal any material environmental liability. Also, we cannot
assure you that the PRC government will not change the existing laws and regulations or impose
additional or stricter laws or regulations, the compliance with which may cause us to incur
significant capital expenditure. In addition, there is no assurance that we would be able to
comply with any such laws and regulations, in the PRC or elsewhere where we conduct or may
conduct our operations. See “Business—Environmental matters” for further details of
environmental matters.

In terms of environmental liability, we have particular exposure through our Country Garden
Forest City project

Country Garden Forest City (“Forest City”) is a vertical and multi-tiered city project situated in
Iskandar, Malaysia and linked to Singapore by a bridge. It is being developed by a joint venture
that we formed with the government of the state of Johor, Malaysia. It is an urban development
project with an expected total development term of 20 years. We hold a 60% equity interest in
the joint venture. It has a site area of 20 sq.km. under its development plan. Such a long-term
and significant development exposes us to potential liability based on claims of damage to the
environment and related claims. As a specific example, Forest City has drawn criticism from
certain international and local environmental activist groups, in addition to the environmental
ministry in Singapore. These activists are concerned that several development projects in Johor,
which include the Forest City project, will result in damage to the intertidal seagrass meadow on
Merambong shoal off Johor. This, in addition to other potential environmental claims,
potentially expose us to liability that is specific to the Forest City project. At this time we are
unable to assess whether the related criticism, scrutiny or liability claims would result in negative
consequences in the future, including the disruption of construction and development of the
project, affect our reputation or lead to potential legal action against us. Any of the forgoing
may have a material adverse effect to our business, financial condition or results of operations.

The construction business and the property development business are subject to claims under
statutorily mandated quality warranties

Under Regulations on the Administration of Quality of Construction Works (& T8 &% # AR 1]),
all property development companies in the PRC must provide certain quality warranties for the
properties they construct or sell. We are required to provide these warranties to our customers.
We may sometimes receive quality warranties from third-party contractors we hire to construct
our development projects. If a significant number of claims are brought against us under our
warranties and if we are unable to obtain reimbursement for such claims from third-party
contractors in a timely manner or at all, or if the retention money retained by us is not sufficient
to cover our payment obligations under the quality warranties, we could incur significant
expenses in resolving such claims or face delays in correcting the related defects, which could in
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turn harm our reputation and have a material and adverse effect on our business, financial
condition and results of operations.

Our success depends significantly on the continued services of our senior management team and
other key personnel

Our future success depends significantly upon the continuing services of the members of our
senior management team, in particular our chairman and executive director, Yeung Kwok Keung,
who has extensive experience in the property industry in the PRC. Yeung Kwok Keung is
responsible for formulating development strategies, making decisions on investment projects and
setting the direction of our operations and overall business management. Our president and
executive director, Mo Bin, also has extensive experience in property development and corporate
management. If one or more of our senior executives or other personnel are unable or unwilling
to continue in their present positions, we may be unable to replace them easily or at all, and our
business may be disrupted and our financial condition and results of operations may be
materially adversely affected.

In addition, we depend on the continued service of our executive officers and other skilled
managerial and technical personnel, notably including our designers and architects. Competition
for senior management and key personnel is intense, and the pool of qualified candidates is very
limited. Our business could be adversely affected if we lose the services of our senior executives
or key personnel without suitable replacements or if any member of our senior management
team or any of our other key personnel joins a competitor or forms a competing business.

Further, as we expect our business to continue to grow, we will need to recruit and train
additional qualified personnel. If we fail to attract and retain qualified personnel, our business
and prospects may be adversely affected.

Our purchase contracts are subject to termination and variation under certain circumstances and
are not a guarantee of our current or future contracted sales

We have included information relating to our contracted sales in this offering memorandum.
Contracted sales refer to the purchase price of formal purchase contracts we entered into with
purchasers of our properties. We compile contracted sales information through our internal
records, and such information has not been audited or reviewed by PricewaterhouseCoopers,
Certified Public Accountants, Hong Kong. As these sales and purchases contracts are subject to
termination or variation under certain circumstances pursuant to their contractual terms, or
subject to default by the relevant purchasers, they are not a guarantee of current or future
contracted sales. Contracted sales information included in this offering memorandum should in
no event be treated as an indication of our revenue or profitability. Our subsequent revenue
recognized from such contracted sales may be materially different from such contracted sales.
Accordingly, contracted sales information contained in this offering memorandum should not be
unduly relied upon as a measure or indication of our current or future operating performance. In
addition, the economic impact of recent world events, such as the COVID-19 pandemic, remains
to be seen. Such impact will likely adversely affect property buyers and in turn, our contracted
sales and our financial performance. See “—Our results of operation, financial condition and cash
flow may be adversely and materially affected by the COVID-19 pandemic.”

The interests of our controlling shareholder may not always align with our interests

Our controlling shareholder, Yang Huiyan, beneficially owned approximately 57.68% of our
Company as of the date of this offering memorandum. The interests of our controlling

47



shareholder may differ from our interests or the interests of our creditors, including the holders
of the Notes. Our controlling shareholder could have significant influence in determining the
outcome of any corporate transactions or other matters submitted to the shareholders for
approval, including mergers, consolidations and the sale of all or substantially all of our assets,
the election of directors and other significant corporate actions. Our controlling shareholder also
has the power to prevent or cause a change in control. Without the consent of our controlling
shareholder, we may be prevented from entering into transactions that could be beneficial to us.
As a company listed on the Hong Kong Stock Exchange, we are also required to maintain robust
internal control and corporate governance procedures to ensure that our personnel will maintain
confidentiality of sensitive and confidential information. Leakage of any confidential or price
sensitive information, and the trading of our shares on the basis of such information, including
by our controlling shareholder, may contravene relevant insider trading regulations. In addition,
our controlling shareholder also holds interest in companies other than us. We cannot assure you
that our controlling shareholder will act entirely in our interest or that any potential conflicts of
interest will be resolved in our favor.

Land use rights certificates and building ownership certificates of certain of the properties
owned or used by us have not been obtained

We have not obtained building ownership certificates for certain of our properties, including:
a bowling alley in Shunde Country Garden, a health center in Shunde Country Garden Hospital
and staff quarters in Lirendong. Our PRC legal advisor has advised us that because of the lack of
building ownership certificates for these properties, we may be ordered by the relevant PRC
government department to (i) remedy the defect and pay a fine which represents more than 2%
but less than 4% of the consideration payable under the relevant construction agreement of
these properties, (ii) compensate for losses suffered by the users of these properties or (iii) vacate
these properties. In the event that any of these penalties is imposed on us, our business may be
affected.

In addition, we lease certain land and buildings from third parties who have not obtained the
relevant land use rights certificates or the building ownership certificates, as applicable. We use
these properties mainly to create additional green space for our property developments or as
housing for some of our employees. In the event that the leases with these third parties are
invalidated due to defects in the leased properties’ title, we will have to return or restore the
properties, which may affect the overall appeal of the relevant property developments. We will
also have to find substitute housing for employees living in such premises.

We may be treated as a PRC resident enterprise for PRC tax purposes, which may subject us to
PRC income taxes on our worldwide income and PRC withholding taxes on interest we pay on
the Notes

Under the Enterprise Income Tax Law (&25rf58i%) (“EIT Law”) and the implementation rules
which both took effect on January 1, 2008, enterprises established outside the PRC whose “de
facto management bodies” are located in China are considered “resident enterprises” for PRC tax
purposes. The implementation rules define the term “de facto management body” as a
management body that exercises full and substantial control and management over the business,
personnel, accounts and properties of an enterprise. In April 2009, the State Administration of
Taxation specified certain criteria for the determination of the “de facto management bodies”
for foreign enterprises that are controlled by PRC enterprises. However, there have been no
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official implementation rules regarding the determination of the “de facto management bodies”
for foreign enterprises that are not controlled by PRC enterprises (including companies such as
ourselves).

We hold our shareholders’ meetings and certain board meetings outside China and keep our
shareholders’ list outside China. However, most of our directors and senior management are
currently based inside China and we keep our books of account inside China. The above elements
may be relevant for the tax authorities to determine whether we are PRC resident enterprises for
tax purposes. However, there is no clear standard published by the tax authorities for making
such a determination.

Although it is unclear under PRC tax law whether we have a "de facto management body”
located in China for PRC tax purposes, we take the position that we are not a PRC resident
enterprise for tax purposes. We cannot assure you that the tax authorities will agree with our
position. If we are deemed to be a PRC resident enterprise for EIT purposes, we would be subject
to the PRC enterprise income tax at the rate of 25% on our worldwide income. Furthermore, we
would be obligated to withhold PRC income tax of up to 7% on payments of interest and certain
other amounts on the Notes to investors that are non-resident enterprises located in Hong Kong
or 10% on payments of interest and other amounts on the Notes to investors that are non-
resident enterprises located outside Hong Kong, because the interest and other amounts would
be regarded as being derived from sources within the PRC. In addition, if we fail to do so, we
may be subject to fines and other penalties. Similarly, any gain realized by such non-resident
enterprise investors from the transfer of the Notes would be regarded as being derived from
sources within the PRC and would accordingly be subject to a 10% PRC withholding tax.

PRC regulations relating to investment in offshore special purpose companies by PRC residents
may subject our PRC resident shareholders to personal liability, limit our ability to contribute
capital into or provide loans to our PRC subsidiary, limit our subsidiaries’ ability to increase their
registered capital, pay dividends or otherwise distribute profits to us, or otherwise adversely
affect us

SAFE has promulgated several regulations, including the Notice on Relevant Issues Concerning
Foreign Exchange Administration for PRC Residents to Engage in Financing and Inbound
Investment via Overseas Special Purpose Vehicles (2054 5 B 45 A Ja B @ S M ik H B2 =l
W R TR AN B B Y ), or Circular No. 75, issued on October 21, 2005, and its
implementation rules, or the attachment of Circular No. 59, issued in November 2012, which
require PRC residents and PRC corporate entities to register with local branches of SAFE in
connection with their direct or indirect offshore investment activities. In July 2014, Circular No. 75
was abolished by SAFE and was superseded by the Notice Regarding Certain Issues on the Foreign
Exchange Administration on the Offshore Investment and Financing and Round-trip Investment
by PRC Residents through Special Purpose Vehicles (B i JE R AR H 192 R BESME Rl E JOR TR
LM HEA BRI Y4 %), or Circular No. 37.

Circular No. 37 and other relevant SAFE rules require PRC residents, including both legal and
natural persons, to register with the banks before making capital contribution to any company
outside of China (an “offshore SPV") with onshore or offshore assets and equity interests legally
owned by PRC residents. In addition, any PRC individual resident who is the shareholder of an
offshore SPV is required to update its registration with banks with respect to that offshore SPV in
connection with change of basic information of the offshore SPV such as its company name,
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business term, the shareholding by individual PRC resident, merger, division and with respect to
the individual PRC resident in case of any increase or decrease of capital in the offshore SPV,
transfer of shares or swap of shares by the individual PRC resident. Failure to comply with the
required registration and updating requirements described above may result in restrictions being
imposed on the foreign exchange activities of the PRC subsidiaries of such offshore SPV, including
increasing the registered capital of, payment of dividends and other distributions to, and
receiving capital injections from the offshore SPV. Failure to comply with Circular No. 37 may also
subject the relevant PRC residents or the PRC subsidiaries of such offshore SPV to penalties under
PRC foreign exchange administration regulations for evasion of applicable foreign exchange
restrictions.

Due to uncertainty concerning the reconciliation of these SAFE rules with other approval or
registration requirements, it remains unclear how these rules, and any future legislation
concerning offshore or cross-border transactions, will be interpreted, amended and implemented
by the relevant government authorities. We attempt to comply, and attempt to ensure that our
shareholders who are subject to these rules comply, with the relevant requirements. However,
we cannot assure you that all of our shareholders who are PRC residents will comply with our
request to make or update any applicable registrations or comply with other requirements of
these or other related rules. The failure or inability of our PRC resident shareholders to make any
required registrations or comply with other requirements may subject such shareholders to fines
and legal sanctions and may also limit our ability to contribute additional capital or provide loans
to (including using the proceeds from any equity or debt securities offerings) our PRC
subsidiaries, limit our PRC subsidiaries’ ability to increase their registered capital, pay dividends or
otherwise distribute profits to us, or otherwise adversely affect us.

Our investments in the PRC and our overseas projects are subject to the PRC government’s
control over foreign investment in the property sector and foreign exchange and capital outflow
policies

The PRC government has in the past imposed restrictions on foreign investment in the property
sector to curtail the overheating 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 and imposing restrictions on purchases of properties in
China by foreign persons. On May 23, 2007, the Ministry of Commerce (“MOFCOM") and SAFE
jointly issued the Notice on Further Strengthening and Regulating the Approval and
Supervision on Foreign Investment in Real Estate Sector in the PRC (i i — 4 i K F 41 i B 34
Y b SE AN B B 40), which, among other things, provides that:

¢ foreign investment in the property sector in the PRC relating to high-end properties
should be strictly controlled;

e prior to obtaining approval for the establishment of foreign-invested real estate
enterprises, either (i) both the land use rights certificates and housing title certificates
should be obtained, or (ii) contracts for obtaining land use rights or housing titles should
be entered into;

e foreign-invested real estate enterprises approved by local authorities shall immediately
register with MOFCOM through a filing made by the local authorities; and

¢ foreign exchange administration authorities and banks authorized to conduct foreign
exchange business should not effect foreign exchange settlements of capital account
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items for those foreign-invested real estate enterprises which have not completed their
filings with MOFCOM or fail to pass the annual inspection.

In June 2008, to strengthen regulation of foreign-invested real estate enterprises, MOFCOM
issued the “Notice Regarding Completing the Registration of Foreign Investment in the Real
Estate Sector” (BENMHITHM R0 5 Hh 2 3545 %2 LAER#EAN). According to this notice, when a foreign-
invested real estate enterprise is established or increases its registered capital, the provincial level
of MOFCOM is required to verify all filing materials regarding such foreign-invested real estate
enterprise and to make a report to the national level of MOFCOM. This notice also requires that
each foreign-invested real estate enterprise undertake only one approved property project. In
November 2010, MOFCOM promulgated the Notice on Strengthening Administration of the
Approval and Registration of Foreign Investment into the Real Estate Industry (B hnaE sh st & =
A ER A R AR A), which reiterated these limitations on foreign-invested real estate
enterprises. On June 24, 2014, MOFCOM and SAFE jointly issued the Circular on Improving the
Record-filing for Foreign Investment in Real Estate (B woE /i & 5 i 52 LYERY ), effective
on August 1, 2014. According to this circular, the provincial branch of MOFCOM, instead of
MOFCOM, will be in charge of the filing work of the foreign-invested real estate enterprises. On
November 11, 2015, MOFCOM and SAFE jointly issued the “Circular on Further Improving the
Record-filing for Foreign Investment in Real Estate” (BidiE— ol sh i3 & s b i 28 T AR 3 ).
According to this circular, the record-filing procedure has been cancelled.

On December 31, 2016, SAFE emphasized in a post on its website that its review of applications
for foreign currency purchase would be tightened. In particular, it explicitly prohibited
individuals from buying foreign currencies for purposes of purchasing real estate overseas. These
foreign exchange restrictions make it more difficult for domestic investors to buy property
overseas.

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 an adverse effect on our business, financial condition and results
of operations.

For more information about policies adopted by the PRC government with respect to the PRC
property sector, see “Regulation—Legal supervision relating to property sector in the PRC—
B. Foreign-invested real estate enterprises.”

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

The Provisions on the Acquisition of Domestic Enterprises by Foreign Investors (iM% & & ) i
BN EMNEE) (the “M&A Provisions”) issued by six PRC ministries, including MOFCOM, effective
from September 8, 2006, provide the rules with which foreign investors must comply should they
seek to purchase by agreement the equities of the shareholders of a domestic non-foreign-
invested enterprise or subscribe to the increased capital of a domestic non-foreign funded
enterprise, and thus convert the domestic non-foreign-invested enterprise into a foreign invested
enterprise to conduct asset merger and acquisition. It also provides the takeover procedures for
equity interests in domestic companies. On June 28, 2017, MOFCOM and NDRC jointly issued the
Catalog of Guidance on Industries for Foreign Investment (2017 Revised) effective from July 28,
2017. It provided that filing with the relevant authorities, instead obtaining approvals, is
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required for foreign investors to acquire Chinese companies if those foreign investors are not
subject to the special administrative measures on foreign investment entry excluding the foreign
entity established or controlled by PRC enterprises, companies or individuals to acquire its
affiliated Chinese company. Subsequently, on July 30, 2017 MOFCOM issued the revised
Provisional Measures for Filing Administration of Establishment and Changes of Foreign-invested
Enterprises to implement the aforesaid filing procedures with regard to the acquisitions of
Chinese companies by foreign entities. Since January 1, 2020, instead of the filings with or
approvals from the commerce authorities, the relevant reports to the commerce authorities
through the enterprise registration system will be required for foreign investors to acquire
Chinese companies.

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 in the
offering in our business in the PRC

On May 23, 2007, MOFCOM and SAFE jointly issued the “Notice on Further Strengthening and
Regulating the Approval and Supervision on Foreign Investment in Real Estate Sector in the PRC”
(PR 3 — A o1 o R AR 9 L B 130 o R A LR A 9% J01). O April 28, 2013, SAFE issued the “Notice
Regarding Promulgation of Administrative Measures on Foreign Debt Registration” (% 5ME #1
JRBAR R GOMEETLERIRE) A1), which became effective on May 13, 2013 and contains an
appendix named the Operating Guidelines for Foreign Debt Registration Administration (#M %5t
FHHEMESE51). These notices indicate that SAFE will no longer process foreign debt registrations or
foreign debt applications for the settlement of foreign exchange submitted by real estate
enterprises with foreign investment that obtained authorization certificates from and registered
with MOFCOM on or after June 1, 2007. These regulations effectively prohibit us from injecting
funds into our PRC project companies by way of shareholder loans. Without the flexibility to
transfer funds to PRC subsidiaries as loans, we cannot assure you that the dividend payments
from our PRC subsidiaries will be available on each interest payment date to pay the interest due
and payable under the Notes, or on the maturity date to pay the principal of the outstanding
Notes.

Further, we cannot assure you that the PRC government will not introduce new policies that
further restrict our ability to deploy in the PRC, or that prevent us from deploying in the PRC, the
funds raised outside China. On June 27, 2018, NDRC emphasized in a press release that the
proceeds from offshore bond offerings of PRC property enterprises shall be mainly used for the
repayments of the existing debts and shall be restricted from being used for onshore or offshore
property project investment or working capital. On July 12, 2019, NDRC published the “Notice on
Requirements for Foreign Debt Registration Application by Real Estate Enterprises” (Bijir¥} 55 =
A2 BEATAME B FE R B RO BIER AV AN) on its website, which imposes more restrictions on the use
of proceeds of foreign debts incurred by real estate developers. According to the notice, the use
of proceeds of foreign debt incurred by a real estate developer is limited to refinancing its
medium to long term offshore debts that will become due within one year, and the real estate
developer is required to specify in the documents for application of foreign debt registration
with NDRC the details of such medium to long term offshore debts to be refinanced, such as
amount, maturity date and whether such medium to long term offshore debts were registered
with NDRC. The real estate developer is also required to submit a commitment letter to NDRC
regarding the authenticity of its foreign debt issuance. If the real estate developer does not
comply with these restrictions, it may not be able to obtain foreign debt registrations in the

52



future. Therefore, we may not be able to use all or any of the capital that we may raise outside
China to finance our projects in a timely manner or at all.

According to Circular on Further Advancing the Reform of Foreign Exchange Administration and
Improving Examination of Authenticity and Compliance (“Circular 3"), issued by SAFE on
January 26, 2017, enterprises are permitted to directly or indirectly transfer proceeds from
overseas loans guaranteed by an onshore enterprise for onshore use by loaning the proceeds to
an onshore enterprise or using the proceeds to make investments in an onshore enterprise’s
capital or securities. Whether Circular 3 applies to the real estate industry, however, is presently
unclear and subject to SAFE’s subsequent practice.

The national and regional economies in China and the places where we conduct our operations
and our prospects may be adversely affected by natural disasters, acts of God, and occurrence of
epidemics

Our business is subject to general economic and social conditions in the places where we conduct
our operations. Natural disasters, epidemics and other acts of God which are beyond our control
may adversely affect the economy, infrastructure and livelihood of the people in such places.
Some regions in China, Malaysia, Indonesia and Australia, including certain cities where we
operate, are under the threat of floods, earthquakes, sandstorms, snowstormes, fires, droughts, or
epidemics such as Severe Acute Respiratory Syndrome, or SARS, H5N1 avian flu or the human
swine flu, also known as Influenza A (H1N1). For instance, a serious earthquake and its successive
aftershocks hit Sichuan province in May 2008 and subsequently, resulting in tremendous loss of
lives, injuries and destruction of assets in the region. In addition, past occurrences of epidemics,
depending on their scale, have caused different degrees of damage to the national and local
economies in China. A recurrence of SARS or an outbreak of any other epidemics in China or the
places where we conduct our operations, such as the Ebola virus, the H5N1 avian flu or the
human swine flu, may result in material disruptions to our property development and our sales,
which in turn may adversely affect our business, financial condition and results of operations.

Risks relating to the property sector in the PRC

The property industry in the PRC is subject to government regulations and policies, which could
have the effect of slowing down the industry’s growth

Our business is subject to extensive governmental regulation. As with other PRC property
developers, we must comply with various requirements mandated by the PRC laws and
regulations, including the policies and procedures established by local authorities designed to
implement such laws and regulations. In particular, the PRC government exerts considerable
direct and indirect influence on the development of the PRC property sector by imposing industry
policies and other economic measures, such as control over the supply of land for property
development, foreign exchange, property financing, taxation and foreign investment.

Between 2004 and the first half of 2008, in response to concerns over the scale of the increase in
property investment and the overheating of the property sector in the PRC, the PRC government
introduced policies to restrict development in the property sector and stabilize property prices,
including:

¢ suspending or restricting land grants and development approvals for villas and larger-
sized units;
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¢ charging an idle land fee for land which has not been developed for one year starting
from the commencement date stipulated in the land use rights grant contract and
canceling land use rights for land which has not been developed for two years or more;

¢ requiring that at least 70% of the land supply approved by a local government for
residential property development for any given year 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, consist of units with floor area of less than 90 sg.m. per unit, and that projects
which have received project approvals prior to this date but have not obtained construction
permits to adjust their construction plan in order to be in compliance with this new
requirement, with the exception of municipalities under direct administration of the PRC
central government, provincial capitals and certain cities which may deviate from this ratio
under special circumstances upon the approval by the Ministry of Construction (the “70:90
rule”);

¢ tightening availability of bank loans to property developers and property purchasers of
developed properties and increasing the reserve requirements for commercial banks;

e imposing or increasing taxes on short-term gains from second-hand property sales; and

e restricting foreign investment in the property sector by, among other things, increasing
registered capital and other requirements for establishing foreign-invested real estate
enterprises, tightening foreign exchange control and imposing restrictions on purchases
of properties in China by foreign persons.

Regional and local governments are responsible for the implementation of the 70:90 rule. We
have not seen this policy being stringently applied across all applicable regions in China. If for
any reason, political, economic, social or otherwise, these regional or local governments begin to
stringently implement this policy, this may lead to an oversupply of units with floor area of less
than 90 sg.m., increasing competition in this market segment and affecting the prices and profit
margins of such type of property. This may also affect our existing and future business
development plans. As a result, our business, financial condition, results of operations and
prospects may be adversely affected.

Beginning in the fourth quarter of 2009, the PRC government enacted policies intended to
restrain property purchases for investment or speculation purposes and to keep property prices
from rising too quickly. Measures adopted include:

e requiring a minimum down payment of at least 30% of the purchase price for the
acquisition of the purchaser’s first residential property (including his or her spouse and
minor children) using housing reserves to buy an ordinary home with a unit floor area of
more than 90 sg.m. for self-use;

e requiring a minimum down payment of at least 20% of the purchase price for the
acquisition of the purchaser’s first residential property (including his or her spouse and
minor children) using housing reserves to buy an ordinary home with a unit floor area of
not more than 90 sg.m. for self-use;

e requiring a minimum down payment of at least 60% with a minimum mortgage
lending interest rate of 110% of the benchmark rate published by PBOC for the purchase
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of a second residential property through mortgage financing. In the third quarter of
2013, several cities, including Guangzhou, Shanghai and Hangzhou, have increased the
minimum down payment for purchasers of second residential properties to 70% of the
purchase price;

¢ requiring commercial banks to suspend mortgage loans to customers for purchase of a
third or further residential property, or to non-residents who cannot provide proof of
local tax or social security insurance payments for more than a one-year period;

¢ eliminating preferential tax treatment for transfers of residential properties by
property owners with respect to certain business taxes and effective from January 28,
2011, 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;

¢ prohibiting all property companies with records of being involved in abuse of land,
changing the use of land, postponing the construction commencement or completion
date, hoarding properties or other non-compliance from obtaining bank loans for new
projects or extension of credit facilities;

¢ limiting the availability of second housing reserve loans to families whose per capita
living area is below the average in their locality and requiring that such loans be used
only to purchase an ordinary home for self-use in order to improve their living conditions;
and

e restricting purchasers (including their spouses and minor children) in certain targeted
cities that are local residents with two or more residential properties, non-local residents
with one or more residential properties or non-local residents that are unable to provide
documentation certifying payment of local tax or social security for longer than a
specified time period, from purchasing any residential properties.

These policies will increase the purchasing cost of real estate properties and is expected
to have a material adverse impact on demand for properties in the PRC, which in turn
could have a material adverse effect on our business, financial condition and results of
operations. We cannot assure you that property development and investment activities in
the PRC will continue at past levels or that there will not be an economic downturn in the
property markets in the regions and cities of the PRC where we operate or intend to
expand our operations.

The PRC government has continued to increase regulation over the property market since 2010.
Policies restricting property purchases were adopted in nearly 50 cities in 2011, as compared to
fewer than 25 cities in 2010. To support the demand of purchasers of residential property and to
promote the sustainable development of the real estate market, the PBOC and the CBRC jointly
issued the Notice on Further Improving Financial Services for Residential Property (B iE—#ky
1 4 iR TAER3 %) on September 29, 2014, which provides that for any family that wishes to
use a loan to purchase a residential property, the minimum down payment will be 30% of the
property price and the minimum loan interest rate will be 70% of the benchmark lending
interest rate, 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. Where a family that
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owns a residential property and has paid off its existing mortgage loan applies for a new
mortgage loan to purchase another residential property to improve living conditions, the bank
may apply mortgage loan policy for first-time purchasers of residential property. In cities that
have lifted restrictions on the purchase of residential property by residents or those that have not
imposed such restrictions, when a family that owns two residential properties or more and has
paid off its existing mortgage loans applies for a new mortgage loan to purchase 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, to 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 required by the related
policies. On August 25, 2019, PBOC issued the People’s Bank of China No.16 [2019]
Announcement, under which, starting from October 8, 2019, new commercial individual housing
loans should be determined by adding basis points to the latest monthly loan prime rate (LPR) of
corresponding maturity. The basis points added should conform to the national and local housing
credit policy requirements, reflect the loan risk profile, and remain fixed during the contract
period. Regulations were promulgated at various levels to promote affordable housing. PRC
regulatory measures in the real estate industry will continue to affect our business and results of
operations. See “Regulation—Legal supervision relating to property sector in the PRC."”

In addition, the State Council has approved on a trial basis the launch of property tax scheme in
selected cities. The detailed measures will be formulated by the governments of the pilot
provinces, autonomous regions or municipalities directly under the central government. On
January 27, 2011, the governments of Shanghai and Chongqing issued their respective measures
for implementing pilot property tax schemes, which became effective on January 28, 2011. Under
the measures issued by the Shanghai government, property tax will be imposed on any purchase
of a second (or further) residential property by local residents or any purchase of a residential
property by non-local residents on or after January 28, 2011, at rates ranging from 0.4% to 0.6%
based on 70% of the purchase price of the property. Under the measures issued by the
Chongqging government, property tax will be imposed within the nine major districts of
Chongging, on (i) stand-alone residential properties (such as villas) owned by individuals,
(ii) high-end residential properties purchased by individuals on or after January 28, 2011, the
purchase prices per square meter of which are two or more times of the average price of new
residential properties developed within the nine major districts of Chongqing in the last two
years and (iii) the second or further ordinary residential properties purchased on or after
January 28, 2011 by non-resident individuals who are not employed in and do not own an
enterprise in Chongqing, at rates ranging from 0.5% to 1.2% of the purchase price of the
property. These two governments may issue additional measures to tighten the levy of property
tax. It is also expected that more local governments will follow Shanghai and Chongging to
impose property tax on commodity properties. The imposition of property tax on commodity
properties will increase the purchasing cost of properties and is expected to have a negative
impact on demand for properties in China, which in turn could have a material adverse effect on
our business, financial condition and results of operations. Furthermore, the governments of
Beijing and Guangzhou have recently adopted additional restrictive policies to curb property
price increases. In September 2012, the Guangzhou government imposed restrictions on the pre-
sale of certain high-priced properties, while the Beijing government issued a new requirement
that local purchasers must present the original copy of the “second generation” personal
identification cards for the review of their eligibility to purchase residential properties in Beijing.
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Many cities in the PRC had already promulgated measures to restrict the number of residential
properties one family is allowed to purchase. In order to implement the central government’s
requirement, other cities in China, including those where our property projects are located, may
issue similar or other restrictive measures in the near future. In the third quarter of 2013, several
cities, including Guangzhou, Shanghai and Hangzhou, have increased the minimum down
payment for purchasers of second residential properties to 70% of the purchase price. Any such
measures could have a material adverse effect on our business, financial condition or results of
operations. Since August 2014, most of the local governments had issued their respective
measures to lift the restrictions on the purchase of residential properties. However, since
September 2016, certain local governments including without limitation Beijing, Shanghai,
Guangzhou, Shenzhen, Tianjin, Suzhou, Zhengzhou, Jinan, Qingdao, Wuxi, Hefei, Wuhan,
Nanjing, Fuzhou, Foshan, Dongguan, Huizhou, Shijiazhuang, Langfang, Baoding, Cangzhou,
Chengde, Chengdu, Chuzhou, Changsha, Xiamen, Zhongshan, Jurong, Yangzhou, Hainan
province and Hangzhou, have issued new property market control policies, including restoring or
strengthening the restriction on purchases of residential properties and tightening credit policy.

We cannot assure you that the PRC government will not adopt more stringent industry policies,
regulations and measures in the future. For example, the PRC government may impose county-
wide property tax reform in the near future. We are not sure whether such tax reform will be
imposed and neither can we assess the adverse impact of this tax reform on our business
operations and financial results. If we fail to adapt our operations to new policies, regulations
and measures that may come into effect from time to time with respect to the real property
industry, or such policy changes disrupt our business or cause us to incur additional costs, our
business, financial condition, results of operations and prospects may be materially and adversely
affected. For more information about policies adopted by the PRC government with respect to
the PRC property sector, see “Regulation.”

The property industry in the PRC is still at an early stage of development, and the property
market and related infrastructure and mechanisms have not been fully developed

Private ownership of property in the PRC is still in a relatively early stage of development. The
growth in demand for private residential property in the PRC, including Guangdong Province, in
recent years is often coupled with volatility in market conditions and fluctuation in property
prices. It is extremely difficult to predict by how much and when demand will develop, as many
social, political, economic, legal and other factors, most of which are beyond our control, may
affect the development of the market. The level of uncertainty is increased by the limited
availability of accurate financial and market information as well as the overall low level of
transparency in the PRC.

The lack of a liquid secondary market for residential property may discourage investors from
acquiring new properties. The limited amount of property mortgage financing available to PRC
individuals, compounded by the lack of security of legal title and enforceability of property
rights, may further inhibit demand for residential developments.

In addition, risk of property over-supply is increasing in parts of China, where property
investment, trading and speculation have become overly active. In the event of actual or
perceived over-supply, property prices may fall significantly and our revenue and profitability will
be adversely affected.
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Risks relating to the PRC

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

Substantially all of our assets are located in the PRC, and all of our revenue is derived from within
the PRC. Accordingly, our results of operations, financial position and prospects are significantly
subject to the economic, political and legal developments of the PRC.

The economy of the PRC differs from the economies of most developed countries in many
respects, including but not limited to:

¢ political structure;

level of government involvement;

level of development;

¢ uncertainties in the implementation and enforcement of laws;

growth rate;

control of foreign exchange; and
¢ allocation of resources.

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 utilization of market forces in the development of the PRC economy. The
PRC government has implemented measures from time to time in order to prevent the PRC
economy from overheating and will continue to do so according to its national development
plans and fiscal or other policies. These measures may cause a decrease in the level of economic
activity, including demand for residential and commercial properties and may have an adverse
impact on economic growth in the PRC. If China’s economic growth slows down further or if the
Chinese economy experiences a recession, the growth or demand for our products may also slow
down and our business, financial condition and results of operations will be adversely affected.
See “"—Risks relating to our business—\We may be adversely affected by fluctuations in the global
economy and financial markets.” 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. 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.

Moreover, we are susceptible to any foreign exchange and capital control policies adopted by the
PRC government that restricts its citizens from converting its local currency into other currencies
for overseas property purchases in order to curb capital outflows, particularly since a substantial
portion of the purchasers of some of our overseas projects are, and are expected to continue to
be, PRC persons subject to the PRC government’s foreign exchange control and capital outflow
policies. We cannot guarantee that this will not adversely affect the success of our overseas
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property projects or that it will not adversely affect our business, financial condition and results
of operations.

In addition, demand for our products and our business, financial condition and results of
operations may be adversely affected by:

¢ political instability or changes in social conditions in the PRC;

¢ changes in laws and regulations or the interpretation of laws and regulations;
* measures which may be introduced to control inflation or deflation;

¢ changes in the rate or method of taxation; and

e imposition of additional restrictions on currency conversion and remittances abroad.

Governmental control of currency conversion may affect the value of your investment

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies
and, in certain cases, the remittance of currency to jurisdictions outside China. We receive
substantially all of our revenue in Renminbi. Under our current structure, our income is primarily
derived from dividend payments from our PRC subsidiaries. Under existing PRC foreign exchange
regulations, payments of certain current account items can be made in foreign currencies without
prior approval from the local branch of SAFE, by complying with certain procedural
requirements. However, approval from the appropriate government authorities is required
where Renminbi is to be converted into foreign currency and remitted to a jurisdiction outside
China to pay capital expenses such as the repayment of bank loans denominated in foreign
currencies. The PRC government may also, at its discretion, restrict access to foreign currencies for
current account transactions in the future. If the PRC foreign exchange control system prevents us
from obtaining sufficient foreign currency to satisfy our currency demands, our PRC subsidiaries
may not be able to pay dividends in foreign currencies to us and we may not be able to service
our debt obligations denominated or settled in foreign currencies, such as the Existing Notes, the
2023 Convertible Bonds, the 2016 Club Loan, the 2017 Club Loan, the 2018 Loan, the December
2018 Loan, the 2019 Club Loan and the Notes.

The PRC legal system has inherent uncertainties that could affect our business and results of
operations as well as the interest of investors in the Notes

As majority of our business is conducted, and substantially all of our assets are located, in the
PRC, our operations are generally affected by and subject to the PRC legal system and PRC laws
and regulations.

Since 1979, the PRC government has promulgated laws and regulations in relation to general
economic matters, such as foreign investment, corporate organization and governance,
commerce, taxation, foreign exchange and trade, with a view to developing a comprehensive
system of commercial law. In particular, legislation over the past 30 years has significantly
enhanced the protections afforded to various forms of foreign investment in China. The legal
system in China is continuing to evolve. Even where adequate laws exist in China, the
enforcement of existing laws or contracts based on existing laws may be uncertain and sporadic,
and it may be difficult to obtain swift and equitable enforcement or to obtain enforcement of a
judgment by a court of another jurisdiction. For example, we have registered the issuance of the
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Notes with the NDRC with reference to the NDRC Notice and are required to file a post-issuance
report with the NDRC within 10 PRC working days after the issue date of the Notes pursuant to
the registration certificate. As the NDRC Notice is a new regulation, there are still uncertainties
regarding its interpretation, implementation and enforcement by the NDRC. If we fail to
complete such filing in accordance with the relevant requirements, due to any change in the
relevant regulation we may be subject to penalties or other enforcement actions by relevant PRC
government authorities. In addition, the PRC legal system is based on written statutes and their
interpretation, and prior court decisions may be cited as reference but have limited weight as
precedents.

For our primary operating subsidiaries in China, although we or our wholly owned subsidiaries
are the sole shareholders of, and therefore have full control over, these PRC entities, the exercise
of our shareholder rights are subject to their respective articles of association and PRC laws
applicable to foreign-invested enterprises in China, which may be different from the laws of
other developed jurisdictions.

China has not developed a fully integrated legal system and recently-enacted laws and
regulations may not sufficiently cover all aspects of economic activities in China. The relative
inexperience of China’s judiciary in many cases also creates additional uncertainty as to the
outcome of any litigation. In addition, interpretation of statutes and regulations may be subject
to government policies reflecting domestic political changes. Furthermore, because these laws
and regulations are relatively new, and because of the limited volume of published decisions and
their non-binding nature, the interpretation, implementation and enforcement of these laws and
regulations involve uncertainties due to the lack of established practice available for reference.
We cannot predict the effect of future legal development in China, including the promulgation
of new laws, changes to existing laws or the interpretation or enforcement thereof, or the
inconsistencies between local rules and regulations and national law. As a result, there is
substantial uncertainty as to the legal protection available to us and investors in the Notes. 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 or at all) that may have retroactive effect. As a result,
we may not be aware of our violation of these policies and rules until some time after the
violation has occurred. This may also limit the remedies available to you as an investor and to us
in the event of any claims or disputes with third parties.

Any litigation in China may be protracted and result in substantial costs and diversion of
resources and management attention.
It may be difficult to enforce any judgments obtained from non-PRC courts against us in the PRC

Substantially all of our assets are located within the PRC. The PRC does not have treaties
providing for the reciprocal recognition and enforcement of judgments of courts with the United
States, the United Kingdom, Japan or most other western countries. Therefore, it may be difficult
for you to enforce against us in the PRC any judgments obtained from non-PRC courts.
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Risks relating to the Notes

Certain initial investors, including our chairman and executive directors, may own a significant
portion of the Notes to be issued and may therefore be able to exercise certain rights and
powers on behalf of all holders of the Notes. Additionally, this may reduce the liquidity of the
Notes in the secondary trading market

Certain initial investors may purchase and own a significant portion of the Notes being offered
under this offering memorandum. Certain of our executive directors are also expected to be
allocated a portion of the Notes, including Mr. Yeung Kwok Keung and Mr. Mo Bin. Mr. Yeung
Kwok Keung, through his directly wholly-owned company, Fine Nation Group Limited, is
expected to be allocated an aggregate principal amount of US$50.0 million of the Notes. Mr. Mo
Bin is expected to be allocated an aggregate principal amount of US$5.0 million of the Notes.

Any holder that holds a significant percentage of the 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 Notes. For example, holders of at least 25% in aggregate principal amount of
the Notes may declare all of the Notes to be immediately due and payable if certain types of
Events of Default have occurred and are continuing.

The existence of any such significant holder may reduce the liquidity of the 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 Notes. If such holder sells a
material portion of the Notes in the secondary market, it may materially and adversely affect the
trading price of the Notes. The negative effect of such sales on the prices of the Notes could be
more pronounced if secondary trading in the Notes is limited or illiquid.

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

We are a holding company with no material operations. We conduct our operations primarily
through our PRC subsidiaries. The Notes will not be guaranteed by any current or future
PRC subsidiaries. Moreover, the Notes will not be guaranteed by certain Non-Guarantor
Subsidiaries and under the terms of the applicable Indentures, Subsidiary Guarantors may be able
to release their Subsidiary Guarantees subject to certain conditions and become Non-Guarantor
Subsidiaries. Our primary assets are ownership interests in our PRC subsidiaries, which are held
through the Subsidiary Guarantors. The Subsidiary Guarantors do not have material operations.
Accordingly, our ability to pay principal and interest on the Notes and the ability of the Subsidiary
Guarantors to satisfy their obligations under the Subsidiary Guarantees will depend upon our
receipt of principal and interest payments and the distributions of dividends from our subsidiaries.

Creditors, including trade creditors of our Non-Guarantor Subsidiaries and any holders of
preferred shares in such entities, would have a claim on the Non-Guarantor Subsidiaries’ assets
that would have priority over the claims of the holders of the Notes. As a result, our payment
obligations under the Notes will be effectively subordinated to all existing and future obligations
of our Non-Guarantor Subsidiaries (including their obligations under guarantees issued in
connection with our business), and all claims of creditors of our Non-Guarantor Subsidiaries will
have priority as to the assets of such entities over our claims and those of our creditors, including
holders of the Notes. As of December 31, 2019, indebtedness of our PRC subsidiaries constituted
more than half of our total borrowings (other than our senior notes and offshore facilities). The
Notes and the Indentures do not restrict the ability of our subsidiaries to issue certain categories
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of guarantees in the ordinary course of business. In addition, our secured creditors or those of
any Subsidiary Guarantor would have priority as to our assets or the assets of the Subsidiary
Guarantor securing the related obligations over claims of the holders of the Notes.

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 or principal
payments on intercompany loans or advances from our subsidiaries, including our PRC
subsidiaries, to satisfy our obligations, including our obligations under the Notes. The ability of
our subsidiaries to pay dividends and make payments on intercompany loans or advances to their
shareholders is subject to, among other things, distributable earnings, cash flow conditions,
restrictions contained in the articles of association of our subsidiaries, applicable laws and
restrictions contained in the debt instruments of such subsidiaries. In addition, if any of our
subsidiaries raises capital by issuing equity securities to third parties, dividends declared and paid
with respect to such shares would not be available to us to make payments on the Notes. These
restrictions could reduce the amounts that we receive from our subsidiaries, which would restrict
our ability to meet our payment obligations under the Notes and the Subsidiary Guarantees.

PRC laws and regulations permit payment of dividends only out of net profits as determined in
accordance with PRC accounting standards and regulations and such profits differ from profits
determined in accordance with HKFRS in certain significant respects, including the use of
different bases of recognition of revenue and expenses. Our PRC subsidiaries are required to set
aside a portion of their after-tax profits according to PRC accounting standards and regulations
to fund certain reserve funds that are not distributable as cash dividends. In practice, our PRC
subsidiaries may pay dividends once a year at the end of each financial year. Some of our PRC
subsidiaries are also subject to certain restrictions on dividend distributions or on shareholder
loan repayment under their loan agreements with certain PRC banks. As a result, some of our
PRC subsidiaries may be restricted in their ability to transfer their profits to us whether in the
form of dividends, loans or advances. Any limitation on the ability of our subsidiaries to pay
dividends to us could materially and adversely limit our ability to grow, make investments or
acquisitions that could be beneficial to our businesses, pay dividends, service our debts or
otherwise fund and conduct our business. See “Description of other material indebtedness.”

In addition, under the EIT Law and its implementation rules, 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. Currently, there is no
such treaty between the PRC and the British Virgin Islands, where substantially all of our non-PRC
subsidiaries are incorporated. 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 limitations, dividend payments from our PRC subsidiaries may
not be sufficient to meet our payment obligations required by the Notes or to satisfy the
obligations of the Subsidiary Guarantors under the Subsidiary Guarantees, and there could be
restrictions on payments required to pay off the Notes at maturity or as required for any early
redemption.

In addition, our ability to lend offshore shareholder loans to our property developer subsidiaries
in the PRC is fairly limited. See “—The PRC government has implemented restrictions on the
ability of PRC property developers to obtain offshore financing which could affect our ability to
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deploy the funds raised in the offering in our business in the PRC.” Furthermore, in practice, the
market interest rate that our PRC non-property developer subsidiaries can pay with respect to
offshore loans generally may not exceed comparable interest rates in the international finance
markets. The interest rates on shareholders’ loans paid by these subsidiaries, therefore, are likely
to be lower than the interest rate for the Notes. Our PRC subsidiaries are also required to pay a
10% withholding tax on our behalf on the interest paid under any shareholders’ loans. PRC
regulations require approval by SAFE prior to any of our non-PRC subsidiaries making
shareholder loans in foreign currencies to our PRC subsidiaries and require such loans to be
registered with SAFE. Prior to payment of interest and principal on any such shareholder loan,
the PRC subsidiaries must present evidence of payment of the 10% withholding tax on the
interest payable in any such shareholder loan and evidence of registration with SAFE, as well as
any other documents that SAFE or its local branch may require.

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

We may be subject to risks presented by fluctuations in exchange rates between the Renminbi
and other currencies, particularly U.S. dollars

The Notes are denominated in U.S. dollars, while substantially all of our revenues are generated
by our PRC operating subsidiaries and are denominated in Renminbi. Pursuant to reforms of the
exchange rate system announced by PBOC on July 21, 2005, Renminbi-to-foreign currency
exchange rates are allowed to fluctuate within a narrow and managed band against a basket of
foreign currencies, rather than being effectively linked to the U.S. dollar. Further 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 International Monetary
Fund announced on September 30, 2016 that, effective October 1, 2016, the Renminbi was added
to its Special Drawing Rights currency basket. Such change and additional future changes may
increase the volatility in the trading value of the Renminbi against foreign currencies. The PRC
government may adopt further reforms of its exchange rate system, including making the
Renminbi freely convertible in the future. If such reforms were implemented and resulted in
devaluation of Renminbi against the U.S. dollar, our financial condition and results of operations
could be adversely affected because of our substantial U.S. dollar denominated indebtedness and
other obligations. Such a devaluation could also adversely affect the value, translated or
converted to U.S. dollars or otherwise, of our earnings and our ability to satisfy our obligations
under the Notes.

There are limited hedging instruments available in China to reduce our exposure to exchange
rate fluctuations between the Renminbi and other currencies. Following the offering of the
Notes, we may enter into foreign exchange or interest rate hedging agreements in respect of our
U.S. dollar-denominated liabilities under the Notes. These hedging agreements may require us to
pledge or transfer cash and other collateral to secure our obligations under the agreements, and
the amount of collateral required may increase as a result of adjustments. The Initial Purchasers
and their affiliates may enter into such hedging agreements permitted under the Indentures
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governing the Notes, and these agreements may be secured by pledges of our cash and other
assets as permitted under the Indenture. If we were unable to provide such collateral, it could
constitute a default under such agreements.

In June 2016, we entered into the GS ISDA Agreement with Goldman Sachs International, our
obligations under which are guaranteed by the Subsidiary Guarantors under the GS Guarantee
and secured by the Collateral. In May 2017, we entered into the DB ISDA Agreement with
Deutsche Bank AG, our obligations under which are guaranteed by the Subsidiary Guarantors
under the DB Guarantee and secured by the Collateral. Going forward, we may enter into further
swap arrangements that require us to provide guarantees and security. Any default or
termination under such swap arrangements could result in cross defaults under our other debt
agreements or bond indentures, leading to enforcement of the Collateral.

We may not be able to repurchase the Existing Notes, the 2023 Convertible Bonds, any other
pari passu indebtedness of the Company and the Subsidiary Guarantors or the Notes upon a
change of control triggering event

We must offer to purchase the Existing Notes, the 2023 Convertible Bonds, any other pari passu
indebtedness of the Company and the Subsidiary Guarantors and the Notes upon the occurrence
of a change of control triggering event, at a purchase price equal to 101% of the principal
amount plus accrued and unpaid interest. See “Description of the Notes,” and "Description of
other material indebtedness.”

The source of funds for any such purchase would be our available cash or third-party financing.
However, we may not have enough available funds at the time of the occurrence of any change
of control triggering event to make purchases of the outstanding Existing Notes, the 2023
Convertible Bonds, any other pari passu indebtedness of the Company and the Subsidiary
Guarantors or the Notes. Our failure to make the offer to purchase or purchase the outstanding
the Existing Notes, the 2023 Convertible Bonds, any other pari passu indebtedness of the
Company and the Subsidiary Guarantors or the Notes would constitute an event of default under
the Existing Notes, the 2023 Convertible Bonds, any other pari passu indebtedness of the
Company and the Subsidiary Guarantors and the Notes, respectively. 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 or otherwise satisfy our
obligations under Existing Notes, the 2023 Convertible Bonds, any other pari passu indebtedness
of the Company and the Subsidiary Guarantors and the Notes and repay the debt.

In addition, the definition of change of control triggering event for purposes of the Indentures
governing the Notes does not necessarily afford protection for the holders of the Notes in the
event of some highly leveraged transactions, including certain acquisitions, mergers,
refinancings, restructurings or other recapitalizations, although these types of transactions could
increase our indebtedness or otherwise affect our capital structure or credit ratings. The
definition of change of control triggering event for purposes of the Indentures governing the
Notes 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 such aforementioned notes and the Notes, and the ability of a holder of such
aforementioned notes or the Notes to require us to purchase its notes pursuant to the offer as a
result of a highly-leveraged transaction or a sale of less than all of our assets may be uncertain.
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The terms of the Notes permit us to make investments in Unrestricted Subsidiaries and minority
owned joint ventures; the terms of the Notes also give us flexibility to pay dividends and
repurchase our shares

In light of land prices, the capital intensive nature of land acquisitions, sizes of projects, the
competitive landscape and other factors, we may from time to time consider developing
properties jointly with other property developers. As a result, we may need to make investments
in joint ventures (including joint ventures in which we may own less than a 50% equity interest)
and such joint ventures may or may not be Restricted Subsidiaries under the Indentures
governing the Notes. Although the Indentures governing the Notes restricts us and our Restricted
Subsidiaries from making investments in Unrestricted Subsidiaries or joint ventures, these
restrictions are subject to important exceptions and qualifications, in particular, in Unrestricted
Subsidiaries that are engaged in non-residential property businesses. See “Description of the
Notes—Certain covenants—Limitation on Restricted Payments,” and the definition of the
"Permitted Investment” in the “Description of the Notes.” As of the date of this offering
memorandum, we have designated a number of Unrestricted Subsidiaries. See “Corporate
Structure.”

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

Under the terms of the Notes, we are not subject to the restrictions related to “Permitted
Business”

Under the terms of the Notes, we are not subject to the restrictions related to “Permitted
Business.” Without such restrictions, we will, among other things, (i) be able to invest in and
make payments to entities and businesses not in the real estate industry through Permitted
Investment, and (ii) have additional flexibility to incur indebtedness, as “purchase money
indebtedness” will no longer be subject to the condition that the indebtedness is incurred to
acquire assets used in the Permitted Business. Such changes may result in a higher indebtedness
level, and additional cash outflow.

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

In the event we are treated as a PRC “resident enterprise” under the EIT Law, 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 2027
Notes—Redemption for taxation reasons” and "Description of the 2030 Notes—Redemption for
taxation reasons” in the event we are required to pay additional amounts as a result of certain
changes in specified tax laws or certain other circumstances, including any change or
interpretation or the stating of an official position that results in our being required to withhold
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tax on interest payments as a result of our being treated as a PRC “resident enterprise,” we may
redeem the Notes in whole at a redemption price equal to 100% of the principal amount plus
accrued and unpaid interest.

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

Because we are incorporated under the laws of the Cayman Islands, an insolvency proceeding
relating to us, even if brought in the United States, may 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, the Subsidiary Guarantors are incorporated in
the BVI and the insolvency laws of the BVI may also differ from the laws of the United States or
other jurisdictions with which the holders of the Notes are familiar. Also, certain of our
subsidiaries are incorporated in other jurisdictions such as Malaysia, Indonesia and Australia and
the insolvency laws of these jurisdictions may also differ from the United States or a jurisdiction
with which the holders of the Notes are familiar.

We conduct substantially all of our business operations through PRC-incorporated subsidiaries in
China. We and our non-PRC 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. The PRC laws and regulations relating to
bankruptcy and insolvency and the legal proceedings in that regard may significantly differ from
those of the United States and other jurisdictions with which the holders of the Notes are
familiar. You should analyze the risks and uncertainties in the insolvency of the Cayman Islands,
BVI, Malaysia, Australia, the PRC and other jurisdictions applicable to us carefully before you
invest in our Notes.

We may be unable to obtain and remit foreign exchange

Our ability to satisfy our obligations under the Notes depends solely upon the ability of our
subsidiaries in the PRC to obtain and remit sufficient foreign currency to pay dividends to us. Our
PRC subsidiaries receive substantially all of their revenues in Renminbi. 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 the PRC (including,
in the case of dividends, evidence that the relevant PRC taxes have been paid). Pursuant to the
EIT Law, which became effective in January 1, 2008, if we are deemed a “non-resident
enterprise,” dividends distributed to us by our PRC subsidiaries and interest payments made to us
by our PRC subsidiaries (to the extent permitted by law) are subject to a 10% withholding tax.
Prior to making such interest payments, the relevant PRC subsidiary must also present evidence of
payment of 10% withholding tax. If any such PRC subsidiary for any reason fails to satisfy any of
the PRC legal requirements for remitting foreign currency, including the failure of SAFE to
approve the registration of the relevant intercompany loans or to approve the payments under
such loans, the PRC subsidiary will be unable to pay us dividends or interest and principal, when
due, on the relevant intercompany loans, which may affect our ability to satisfy our obligations
under the Notes.
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We have substantial indebtedness and may incur substantial additional indebtedness in the
future, which could adversely affect our financial health and our ability to generate sufficient
cash to satisfy our outstanding and future debt obligations

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. Our total borrowings, including bank and other borrowings, senior notes, the 2023
Convertible Bonds and corporate bonds, as of December 31, 2019, was RMB369,603 million
(US$53,090 million), respectively.

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

¢ limit our ability to satisfy our obligations under the Existing Pari Passu Secured
Indebtedness 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 other general corporate purposes;

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

e 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. Although the indentures governing the Notes and the Existing Notes, restrict us and our
Restricted Subsidiaries from incurring additional debt and contingent liabilities, these restrictions
are subject to important exceptions and qualifications. Under the Notes, our ability to incur
additional debt is subject to the limitation on indebtedness and preferred stock covenant. Under
such covenant, we may incur (i) certain Permitted Indebtedness or (ii) additional indebtedness if we
can, among other things, satisfy the Fixed Charge Coverage Ratio. The Fixed Charge Coverage Ratio
is derived by dividing consolidated EBITDA by Consolidated Fixed Charges. Because our definition
of Consolidated EBITDA includes our unrealized gains on valuation adjustments on our investment
properties, our Consolidated EBITDA and therefore our ability to incur additional debt under such
covenant, could be substantially larger when compared to other similarly situated PRC-based issuers
of high-yield bonds whose covenant does not typically include unrealized gains in the calculation
of their respective consolidated EBITDA. In addition, Consolidated Fixed Charges comprises of
Consolidated Interest Expense and dividends paid on any Disqualified Stock or Preferred Stock of
the Company or any Restricted Subsidiary. Because our definition of Consolidated Interest Expense,
with respect to interest accruing on indebtedness of any person other than the Company or any
Restricted Subsidiary that is guaranteed by, or secured by a lien on any asset of, the Company or
any Restricted Subsidiary only includes interest that has become due and payable by the Company
or any Restricted Subsidiary, as the case maybe, our Consolidated Fixed Charges would be
substantially lower, and therefore our ability to incur additional debt under such covenant could be
substantially larger, when compared to other similarly situated PRC high vyield issuers whose
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covenant typically includes such interest regardless of whether it has become due and payable by
the Company or any Restricted Subsidiary or not. If we or our subsidiaries incur additional debt, the
risks that we face as a result of our already substantial indebtedness and leverage could intensify.
In addition, the terms of the Notes also allow us to incur corresponding Permitted Liens to many of
the Permitted Indebtedness, and you would be effectively subordinated to the creditors of such
Permitted 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 prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. We
anticipate that our operating cash flow will be sufficient to meet our anticipated operating
expenses and to service our debt obligations as they become due. However, we may not generate
sufficient cash flow for these purposes. If we are unable to service our indebtedness, we will be
forced to adopt alternative strategies. These 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 governing the Notes and the Existing Notes, prohibit us
from incurring additional indebtedness unless we are able to satisfy certain financial ratios, and
contain other 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
“Description of other material indebtedness.” Such restrictions in the Notes, the Existing Notes 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 needed capital expenditures, or withstand a continuing or future downturn in our
business or the economy in general. Any of these factors could materially and adversely affect our
ability to satisfy our obligations under the Notes, the Existing Notes and other debt.

If we are unable to comply with the restrictions and covenants in our debt agreements, the
indentures governing the Existing Pari Passu Secured Indebtedness, there could be a default
under the terms of these agreements, which could cause repayment of our debt to be
accelerated.

If we are unable to comply with (or if holders of the debt do not agree with our interpretation of
compliance with) the restrictions and covenants in the Indentures governing the Notes, or our
current or future debt and other agreements (including the indentures governing the Existing
Pari Passu Secured Indebtedness), there could be a default under the terms of these agreements.
Under the facility agreement governing the 2016 Club Loan, the 2017 Club Loan, the 2018 Loan,
the December 2018 Loan and the 2019 Club Loan, it is also required that Mr. Yeung Kwok Keung
or Ms. Yang Huiyan remain as our chairperson, individually or collectively remain the largest
beneficial owner of our issued share capital among others. In the event of a default under these
agreements, the holders of the debt could terminate their commitments to lend to us, accelerate
the debt and declare all amounts borrowed due and payable or terminate the agreements, as the
case may be. Furthermore, some of our debt agreements, including the indentures, trust deed
facility agreement or swap agreements (as appropriate) governing the Existing Pari Passu Secured
Indebtedness, contain cross-acceleration or cross-default provisions. As a result, our default under
one debt agreement may cause the acceleration of debt, including those Existing Pari Passu
Secured Indebtedness, or result in a default under our other debt agreements. If any of these
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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 Existing Notes and the Notes, which could limit
our ability to plan for or to react to market conditions or meet our capital needs, which could
increase your credit risk

The indentures governing the Existing Notes and the Notes include a number of significant
restrictive covenants. These covenants restrict, among other things, our ability, and the ability of
our restricted subsidiaries, to:

¢ incur or guarantee additional indebtedness and issue disqualified or preferred stock;
e declare dividends on capital stock or purchase or redeem capital stock;

¢ make investments or other specified restricted payments;

e issue or sell capital stock of Restricted Subsidiaries;

e guarantee indebtedness of Restricted Subsidiaries;

o sell assets;

e create liens;

e enter into sale and leaseback transactions;

e 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
¢ 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.

There may not be an active trading market for the Notes, and there are restrictions on resales of the
Notes

Application will be made for the listing and quotation of the Notes on the SGX-ST. However, we
cannot assure you that we will obtain or be able to maintain such listing on the SGX-ST, or that,
if listed, a liquid trading market will develop. We have been advised that the Initial Purchasers
intend to make a market in the Notes, but the Initial Purchasers are not obligated to do so and
may discontinue such market making activity at any time without notice. In addition, the Notes
are being offered pursuant to exemptions from registration under the Securities Act and, as a
result, you will only be able to resell your Notes in transactions that have been registered under
the Securities Act or in transactions not subject to or exempt from registration under the
Securities Act. See “Transfer restrictions.” We cannot predict whether an active trading market
for the Notes will develop or be sustained.
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The Notes may initially be sold to a small number of investors; accordingly, a liquid trading
market for the Notes may not develop. In addition, one or more of the initial investors may own
a significant percentage or a majority of the Notes and may therefore be able to exercise certain
rights and powers on behalf of all Noteholders. Our affiliates may also purchase the Notes.

The Notes may initially be sold to a small number of investors. Some of such investors may be
affiliates of the Initial Purchasers. One or a limited number of investors may purchase a
significant portion of any of the Notes offered. Accordingly, a liquid trading market may not
develop or be sustained, in which case you may not be able to resell your Notes at their fair
market value or at all. In addition, one or more of the initial investors may purchase a significant
percentage or a majority of the aggregate principal amount of the Notes in this offering. Any
holder of a majority in aggregate principal amount of the Notes will have certain rights and
powers under the Indenture and documents relating to such Notes. For example, subject to
certain exceptions, the holders of a majority in aggregate principal amount of the Notes may
direct the time, method and place of conducting any proceeding for exercising any remedy
available to the Trustee or exercising any trust or power conferred on it. In addition, as described
in “Description of the Notes—Amendments and waiver,” the Indentures, the Notes, the
Subsidiary Guarantees, the Intercreditor Agreement or any Security Document may be amended
with the consent of the holders of not less than a majority in aggregate principal amount of the
outstanding Notes, and any Default or Event of Default or compliance with any provision of the
Notes, the Subsidiary Guarantees, the Intercreditor Agreement, the Indentures and any Security
Document may be waived with the consent of the holders of a majority in aggregate principal
amount of the Notes, subject in each case to certain exceptions. Accordingly, any investor that
holds a majority in aggregate principal amount of the Notes will be able to exercise such rights
and powers on behalf of all such Noteholders and control the outcome of votes on such matters.
In addition, any investor that holds a significant percentage of the 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 such Noteholders. For example, holders of at least 25% in aggregate
principal amount of the Notes may declare the principal of, premium, if any, and accrued and
unpaid interest on the relevant Notes to be immediately due and payable if certain types of
Events of Default have occurred and are continuing. Further, certain of our affiliates may
purchase some of the Notes for investment. Circumstances may occur in which our interests or
those of our affiliates may be in conflict with the interest of other Noteholders. If a substantial
portion of the Notes held by our affiliates were to be offered for sale in the secondary market,
the market price of the Notes may fall. The negative effect of such sales on the prices of the
Notes could be more pronounced if secondary trading in the Notes is limited or illiquid.

The ratings assigned to the Notes may be lowered or withdrawn in the future

The Notes are expected to be rated BBB- by Fitch Ratings. The ratings address our ability to
perform our obligations under the terms of the Notes and credit risks in determining the
likelihood that payments will be made when due under the Notes. Additionally, we have been
rated BB+ with a stable outlook by Standard & Poor’s Ratings Services, Bal with a positive
outlook by Moody’s Investors Service and BBB- with a stable outlook by Fitch Ratings. A rating is
not a recommendation to buy, sell or hold securities and may be subject to revision, suspension
or withdrawal at any time. We cannot assure you that a rating will remain for any given period
of time or that a rating will not be lowered or withdrawn entirely by the relevant rating agency
if in its judgment circumstances in the future so warrant. We have no obligation to inform
holders of the Notes of any such revision, downgrade or withdrawal. A suspension, reduction or
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withdrawal at any time of the rating assigned to the Notes may adversely affect the market price
of the Notes.

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

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

Certain facts and statistics are derived from publications not independently verified by us, the
Initial Purchasers, the Trustee, the Agents or our or their respective advisors

Facts and statistics in this offering memorandum relating to China’s economy and the property
industry are derived from various official or other publications available in China. While we have
taken reasonable care to ensure that the facts and statistics presented are accurately reproduced
from such sources, they have not been independently verified by us, the Initial Purchasers, the
Trustee, the Agents or our or their respective advisors and, therefore, we make no representation
as to the accuracy of such facts and statistics, which may not be consistent with other information
compiled within or outside China. Due to possibly flawed or ineffective calculation and collection
methods and other problems, the facts and statistics herein may be inaccurate or may not be
comparable to facts and statistics produced for other economies and should not be unduly relied
upon. Further, we cannot assure you that they are stated or compiled on the same basis or with
the same degree of accuracy as may be the case elsewhere.

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, our financial
statements are prepared and presented in accordance with HKFRS, which differ in certain
respects from the generally accepted accounting principles in other jurisdictions which might be
material to the financial information contained in this offering memorandum. We have not
prepared a reconciliation of our consolidated financial statements and related footnotes
between HKFRS and other GAAP.

Certain transactions that constitute “connected transactions” under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”) will not be
subject to the “Limitation on transactions with shareholders and affiliates” covenants under the
indentures

Our shares are listed on the Hong Kong Stock Exchange and we are required to comply with the
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
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of such listed company. The definition of “connected person” to a listed company includes,
among others, any 10% or more shareholder of (i) such listed company or (ii) any subsidiary of
such listed company. The concept of “connected person” also captures "associates,” which
include, among others, (a) any subsidiary of such “connected person,” (b) any holding company
of such “connected person” and any subsidiary of such holding company, and (c) any company in
which such entity or entities mentioned in (a) and (b) above taken together has/have the power
to exercise control, directly or indirectly, of 30% or more of the voting power of such company.

The “Limitation on Transactions with Shareholders and Affiliates” covenant in the Notes only
applies to transactions between the Company or any Restricted Subsidiary, on the one hand, and
(x) any holder (or any Affiliate of such holder) of 10% or more of any class of Capital Stock 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 may be
connected transactions under the Listing Rules and subject to any requirements under the Listing
Rules are subject to the independent shareholders’ requirement under the Listing Rules. As a
result, we are not required by the terms of the Notes to ensure that any such transactions are on
terms that are fair and reasonable, and we will not need to deliver officers’ certificates or
procure the delivery of fairness opinions of accounting, appraisal or investment banking firms to
the trustee of the Notes for any such transactions. In addition, we will also not be required to
deliver officers’ certificates or any fairness opinions for certain Affiliate Transactions which are
connected transactions that are conducted in compliance with the relevant Listing Rules.

We will follow the applicable corporate disclosure standards for debt securities listed on the
SGX-ST, which may be different from those applicable to debt securities listed in certain other
countries

We will be subject to reporting obligations in respect of the Notes to be listed on the SGX-ST. The
disclosure standards imposed by the SGX-ST may be different from those imposed by securities
exchanges in other countries or regions such as the United States or Hong Kong. As a result, the
level of information that is available may not correspond to what investors in the Notes are
accustomed to.

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

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

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

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

Risks relating to the Subsidiary Guarantees and the Collateral
Our initial Subsidiary Guarantors do not currently have significant operations

Although we conduct substantially all of our business operations through our PRC subsidiaries,
none of our current PRC subsidiaries will provide a Subsidiary Guarantee either upon issuance of
the Notes or at any time thereafter. No future subsidiaries that may be organized under the laws
of the PRC, which are publicly listed (the “Listed Subsidiaries”) or which are not permitted by
applicable law or regulation to guarantee the Notes (the “Exempted Subsidiaries”), will provide a
Subsidiary Guarantee at any time in the future. Moreover, the Notes will not be guaranteed by
certain Non-Guarantor Subsidiaries and under the terms of the Indenture, Subsidiary Guarantors
may be able to release their Subsidiary Guarantees subject to certain conditions and become
Non-Guarantor Subsidiaries. In addition, certain of our offshore subsidiaries are permitted to not
guarantee the Notes and have their capital stock pledged to secure the notes, if the consolidated
assets of all these subsidiaries (other than the Exempted Subsidiaries and Listed Subsidiaries) do
not exceed 20% of our total assets, or if the applicable law or regulation does not allow such
guarantee or pledge. As a result, the Notes will be effectively subordinated to all the debt and
other obligations, including contingent obligations and trade payables, of the PRC subsidiaries
and other Non-Guarantor Subsidiaries. In addition, the Collateral will not include the capital
stock of our existing or future PRC subsidiaries.

The initial Subsidiary Guarantors that will guarantee the Notes do not have significant
operations. We cannot assure you that the initial Subsidiary Guarantors or any subsidiaries that
may become Subsidiary Guarantors in the future would have the funds necessary to satisfy our
financial obligations under the Notes if we are unable to do so. In addition, we are permitted to
release any Subsidiary Guarantors upon other circumstances including when they are designated
as Unrestricted Subsidiaries, subject to the satisfaction of the conditions in the senior note
indentures, including the Indenture. If we designate any Subsidiary Guarantors under our other
senior notes as Unrestricted Subsidiaries, they will similarly be designated as Unrestricted
Subsidiaries and will not guarantee the Notes.

Under the terms of the Notes, a Subsidiary Guarantor may be able to release its Subsidiary
Guarantee if it sells or issues more than 20% of the Capital Stock of such Subsidiary Guarantor to
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a third party, as long as the consolidated assets of all Restricted Subsidiaries organized outside
the PRC (other than Exempted Subsidiaries and Listed Subsidiaries) that are not Subsidiary
Guarantors (including the New Non-Guarantor Restricted Subsidiaries) do not account for more
than 20% of our total assets.

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

Under bankruptcy laws, fraudulent transfer laws, insolvency laws or unfair preference or similar
laws in the BVI, Hong Kong and other jurisdictions where future Subsidiary Guarantors may be
established or where insolvency proceedings may be commenced with respect to any such
Subsidiary Guarantor, 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 and where applicable,
the guarantor, at the time it incurred the indebtedness evidenced by, or when it gives, its
guarantee:

(1) incurred the debt with the intent to hinder, delay or defraud creditors (whenever the
transaction took place, and irrespective of insolvency);

(2) 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; or

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

In the case of (2) and (3) above, a guarantee will only be voidable if it was entered into at a time
when the guarantor was insolvent, or if it became insolvent as a consequence of doing so.
Insolvency in this context under BVI law means that the guarantor is unable to pay its debts as
they fall due. Additionally, a guarantee will only be voidable if it is given within the six-month
period preceding the commencement of liquidation or within the two-year period, if the
guarantor and the beneficiary are connected entities.

The measure of insolvency for purposes of the foregoing will vary depending on the laws of the
jurisdiction which are being applied. 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 property 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 on its existing debt as they became absolute and matured. Additionally, a guarantor
would be considered insolvent if it fails to comply with the requirements of a statutory demand
that has not been set aside or it fails to satisfy a judgment, order or decree of the court in favor
of a creditor upon execution of the same.

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
guarantors. 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 under the Subsidiary Guarantees will
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be limited to the maximum amount that can be guaranteed by the applicable Subsidiary
Guarantor without rendering the guarantee, as it relates to such Subsidiary Guarantor, voidable
under such applicable insolvency or fraudulent transfer laws. We cannot assure you that such
limitation will be effective in preserving the enforceability of any of the Subsidiary Guarantees.

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

The charge of certain Collateral may in certain circumstances be voidable

The charge of the Collateral may be voidable as a preference under insolvency or fraudulent
transfer or similar laws of the Cayman Islands and the BVI at any time within six months of the
creation of the charge or, under some circumstances, within a longer period. Charges of capital
stock of future Subsidiary Guarantors may also be voidable as a preference under relevant
insolvency or fraudulent transfer or similar laws. In addition, the charge of certain Collateral may
be voided based on the analysis set forth under “—The Subsidiary Guarantees may be challenged
under applicable insolvency or fraudulent transfer laws, which could impair the enforceability of
the Subsidiary Guarantees.”

If the charges of the Collateral were to be voided for any reason, holders of the Notes would
have only an unsecured claim against us.

The value of the Collateral will likely not be sufficient to satisfy our obligations under the Notes

The Collateral will consist only of the capital stock of the initial Subsidiary Guarantors. The
security interest in respect of certain Collateral may be released upon the disposition of such
Collateral and any proceeds from such disposition may be applied, prior to repaying any amounts
due under the Notes, to repay other debt or to make investments in properties and assets that
will not be charged as additional Collateral.

The ability of the Collateral Agent, on behalf of the holders of the Notes, to foreclose on the
Collateral upon the occurrence of an Event of Default or otherwise, will be subject in certain
instances to perfection and priority issues. Although procedures will be undertaken to support
the validity and enforceability of the security interests, we cannot assure you that the Trustee or
holders of the Notes will be able to enforce the security interest.

The value of the Collateral in the event of a liquidation will depend upon market and economic
conditions, the availability of buyers and similar factors. No independent appraisals of any of the
Collateral have been prepared by or on behalf of us in connection with this offering of the Notes.
Accordingly, we cannot assure you that the proceeds of any sale of the Collateral following an
acceleration of the Notes would be sufficient to satisfy, or would not be substantially less than,
amounts due and payable on the Notes. By their nature, some or all of the Collateral, in particular,
the capital stock of the existing or any future Subsidiary Guarantor, may be illiquid and may have
no readily ascertainable market value. Likewise, we cannot assure you that the Collateral will be
saleable or, if saleable, that there will not be substantial delays in its liquidation.
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Subject to the Intercreditor Agreement, the Collateral will be shared on a pari passu basis by the
holders of the Notes, the holders of the Existing Pari Passu Secured Indebtedness. Accordingly, in
the event of a default on the Notes, the Existing Pari Passu Secured Indebtedness and other
permitted pari passu secured indebtedness and a foreclosure on the Collateral, any foreclosure
proceeds would be shared by holders of secured indebtedness in proportion to the outstanding
amounts of each class of secured indebtedness. The value of the Collateral securing the Notes
and the Subsidiary Guarantees of the Subsidiary Guarantor Pledgors is unlikely to be sufficient to
satisfy the Company’s and each of the Subsidiary Guarantor Pledgors’ obligations under the
Notes, the Subsidiary Guarantees and other pari passu secured indebtedness, and the Collateral
securing the Notes and such Subsidiary Guarantee may be reduced or diluted under certain
circumstances, including the issuance of Additional Notes and the disposition of assets comprising
the Collateral, subject to the terms of the Indenture and the Intercreditor Agreement.

The pledge of certain Collateral may be released under certain circumstances

If we dispose of not less than 20% of the shares of a Subsidiary Guarantor, the Subsidiary
Guarantees provided by such Subsidiary Guarantor and its subsidiaries, and the Collateral
comprising the shares of these companies, may be released if the consolidated assets of our non-
PRC subsidiaries (other than Exempted Subsidiaries and Listed Subsidiaries) that do not guarantee
the Notes do not account for more than 20% of our total assets immediately following such
release. As a result, in the event we sell minority equity interests in our Subsidiary Guarantors in
accordance with the terms of the Indenture, the Collateral will be reduced in value and scope,
and holders of the Notes would be subject to increased risks. In addition, the Subsidiary
Guarantees and the Collateral may be released if such Subsidiary Guarantors no longer
guarantees any Existing Pari Passu Secured Indebtedness and any Permitted Pari Passu Secured
Indebtedness.

The Intercreditor Agreement may affect our ability and the ability of the Subsidiary Guarantors
to pay amounts due under the Notes and the Subsidiary Guarantees and may limit the rights of
holders of the Notes to the Collateral

If so instructed by the holders of the Notes, the holders of the Existing Pari Passu Secured
Indebtedness or other permitted pari passu secured indebtedness (or their trustees or
representatives) given under and in accordance with the Intercreditor Agreement, the
Intercreditor/Collateral Agent is required to take action to enforce the Collateral. Any such
enforcement action would adversely affect our entitlement to receive dividend or other
distributions from the Collateral, which will, in turn, have an adverse impact on our ability to
fulfill our payment obligations under the Notes. Similarly, the Subsidiary Guarantors’ ability to
pay under the Subsidiary Guarantees will be adversely affected.

The Intercreditor Agreement limits the ability of holders of the Notes to enforce the Collateral, as
only the Intercreditor/Collateral Agent is permitted to take enforcement actions. The
Intercreditor/Collateral Agent, pursuant to the Intercreditor Agreement, the Security Documents
and underlying indentures, has duties with respect to the Collateral pledged, assigned or
granted. Under certain circumstances, such duties may conflict with the interests of the holders
of the Notes and other secured parties.

If an Event of Default occurs under the Notes, the Existing Pari Passu Secured Indebtedness or
other permitted pari passu secured indebtedness, the holders of such indebtedness must decide
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whether to take any enforcement action with respect to the Collateral. Thereafter they may,
through their respective trustee or representative, instruct the Intercreditor/Collateral Agent to
take such action pursuant to the terms of the Intercreditor Agreement and the Security
Documents. Such action may be adverse to holders of the Notes. In that event, the holders of the

Notes would retain only the remedy to sue for payment on the Notes and the Subsidiary
Guarantees.
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Use of proceeds

We intend to use the net proceeds from this offering for refinancing existing medium to long term
offshore indebtedness, which will become due within one year.
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Capitalization

The following table sets forth on an actual basis our consolidated cash and cash equivalents and
capitalization as of December 31, 2019, and as adjusted to give effect to the issuance of the
Notes now being issued before deducting the discounts and commission and other estimated
expenses of this offering. Subsequent to December 31, 2019, we have, in the ordinary course of
business, entered into additional financing arrangement to finance our property developments
and for general corporate purposes, such as the January 2027 Notes and the January 2030 Notes.
These additional borrowings are not reflected in the table below See “Description of other
material indebtedness.”

The following table should be read in conjunction with the selected consolidated financial and
other data, the unaudited interim condensed consolidated financial information and related
notes included elsewhere in this offering memorandum. Except as otherwise disclosed in this
offering memorandum, there has been no material change in our capitalization since
December 31, 2019.

As of December 31, 2019

(in millions) Actual As Adjusted
(RMB)  (US$) (RMB)  (US$)
Cash and cash equivalents™ . ........................... 248,985 35,764 252,772 36,308
Short-term borrowings
Bank and other borrowings .. .......... ... .. ... .. ... 80,057 11,499 80,057 11,499
Corporatebonds ......... ... .. i 28,850 4,144 28,850 4,144
Convertiblebonds ......... .. 22 3 22 3
SENIOr NOtES . .ottt e e 7,343 1,055 7,343 1,055
Total short-term borrowings .......................... 116,272 16,701 116,272 16,701
Long-term borrowings@)X4)s)
Bank and other borrowings .. ......... ... ... .. o 172,736 24,812 172,736 24,812
Senior NOtes ...t e 57,550 8,267 57,550 8,267
Notesto beissued ........ ... i - - 3,787 544
Corporatebonds .......... ... i 17,550 2,521 17,550 2,521
Convertiblebonds . ... 5,495 789 5,495 789
Total long-term borrowings .. ......................... 253,331 36,389 257,118 36,933
Total equity attributable to owners of the Company ..... 151,939 21,825 151,939 21,825
Total capitalization@® . ... . ... .. .. ... ... ... .. ..... 521,542 74,915 525,329 75,459
Notes:

(1) Cash and cash equivalents exclude restricted cash of RMB 19,363 million (US$2,781 million).

(2) As of December 31, 2019, our contingent liabilities, which were in the form of guarantees that we have provided to our
customers in relation to their purchase of our properties and to joint ventures, associates and certain third parties in respect of
borrowings, amounted to approximately RMB421,393 million (US$60,529 million) in aggregate. See “Management’s discussion
and analysis of financial conditions and results of operations—Liquidity and capital resources—Contingent liabilities” and
“—Capital commitments.”

(3) Long-term borrowings include bank and other borrowings, senior notes and corporate bonds, and exclude the current portion
of long-term borrowings.

(4) Total capitalization equals total short-term borrowings and total long-term borrowings plus equity attributable to owners of
the Company.

(5) We issued the January 2027 Notes and the January 2030 Notes on January 14, 2020. See “Description of other material
indebtedness.” The capitalization table above has not been adjusted to reflect the issuance of the January 2027 Notes and the
January 2030 Notes.

We continue to enter into short-term and long-term borrowings in the ordinary course of
business, such as construction and project loans. In addition, we may from time to time enter into
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other financing arrangements, such as corporate bonds, securitization arrangements, offshore
facilities, trust financing arrangements and perpetual loan arrangements. See “Management’s
discussion and analysis of financial condition and results of operations—Liquidity and capital
resources—Capital resources” and “Description of other material indebtedness.” For example,
subsequent to December 31, 2019, we issued the January 2027 Notes and the January 2030 Notes.
See "Description of other material indebtedness.” We may continue to incur additional
indebtedness through bank borrowings or issuance of debt securities or otherwise in the ordinary
course of business.
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Selected consolidated financial and other data

The following tables present our selected financial and other data. The selected financial data

as of and for each of the fiscal years ended December 31, 2017, 2018 and 2019 (except for EBITDA
data) is derived from our audited consolidated financial statements as of and for the years ended
December 31, 2018 and 2019 and included elsewhere in this offering memorandum.

Our financial information has been prepared and presented in accordance with HKFRS, which
differ in certain material respects from IFRS.

The Company has adopted HKFRS 16 “Leases” ("HKFRS 16") retrospectively from January 1, 2019,
but has not restated comparatives for the 2018 reporting period, as permitted under the specific
transitional provisions in the standard. The reclassifications and the adjustments arising from
HKFRS 16 are therefore recognized in the opening balance sheet on January 1, 2019. For details,
please refer to notes to our audited consolidated financial statement as of and for the year
ended December 31, 2019 included elsewhere in this offering memorandum. As such, the audited
consolidated financial information as at and for the year ended December 31, 2019 may not be
directly comparable against the Company’s consolidated financial information as at and for the
years ended December 31, 2017 and 2018.

The selected financial data below should be read in conjunction with “Management’s discussion
and analysis of financial condition and results of operations” and the consolidated financial
information and the related notes included elsewhere in this offering memorandum.

The Company’s financial results for any past years or periods are not and should not be taken as
an indication of the Company’s performance, financial position and results in future years or
periods.
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Selected consolidated income statement and statement of comprehensive
income information

For the year ended December 31,

(in millions, except percentages) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (USS$)

(unaudited)

ReVENUE . .. e 226,900 379,079 485,908 69,796
Costofsales. ......oiiiii e (168,115) (276,603) (359,271) (51,606)
Gross profit . ... ... ... . e 58,785 102,476 126,637 18,190
Other income and gains—net ............................. 2,611 4,344 3,288 472

Gains arising from changes in fair value of and transfer to

investment properties ............ i 505 1,732 126 18
Selling and marketingcosts ............. ... ... (10,002) (12,533) (16,365) (2,351)
Administrative expenses ......... ... i (7,269) (16,601) (17,538) (2,519)
Net impairment losses on financial and contract assets........ (339) (1,176) (1,515) (218)
Research and development expenses ....................... (693) (1,224) (1,973) (283)
Operating profit ....... ... ... .. ... . . 43,598 77,018 92,660 13,310
FINANCe iNCOME . ..ottt e e e e 3,423 2,445 2,371 341
FiNaNCe COStS . .\t i ettt e e e e (147) (1,097) (1,200) (172)
Finance income—net ... .. i 3,276 1,348 1,171 168
Share of results of joint ventures and associates ............. (352) 1,197 5,108 734
Profit beforeincometax .......... ... ... .. 46,522 79,563 98,939 14,212
INCOME taX EXPENSES ..o\ i ittt ittt et (17,770) (31,021) (37,737) (5,421)
Profitfortheyear ........ ... ... .. ... .. . . .. ... ... 28,752 48,542 61,202 8,791

Other comprehensive income:
Items that will not be reclassified to profit or loss:
—Change in fair value of financial assets at fair value through

other comprehensive income .......................... (56) 107 195 28
—Revaluation gains on properties upon transfer from right-of-

USE ASSeTS oot - - 91 13
Items that may be reclassified to profit or loss:
—Deferred gains/(losses) on cash flow hedges ............... (104) 35 (36) (5)
—Deferred (costs)/gains of hedging ........................ 751 (1,099) 487 70
—Currency translation differences .......... ... .. ... ... 155 (67) (565) (81)
Total other comprehensive (loss)/income for the year, net of

aX . e 746  (1,024) 172 25

Total comprehensive income for the year, netoftax ......... 29,498 47,518 61,374 8,816
Profit attributable to:
—Owners of the Company ......... ... i, 26,064 34,618 39,550 5,681
—Non-controlling interests . ........ ... ... . 2,688 13,924 21,652 3,110

28,752 48,542 61,202 8,791

Total comprehensive income attributable to:

Ownersof the Company ........ .. ...t 26,776 33,619 39,749 5,710
Non-controlling interests ......... ... ... . ... 2,722 13,899 21,625 3,106
29,498 47,518 61,374 8,816
Dividends . ... e 8,629 10,580 12,438 1,787
Other Financial Data (unaudited)
EBITD A 47,845 79,530 95,379 13,700
EBITDA Margin®@ . ... e 21.1% 21.0% 19.6% 19.6%
Notes:

(1) EBITDA for any period consists of operating profit plus interest income, depreciation expenses of property, plant and
equipment and investment property and right-of-use assets and amortization of land use rights and intangible assets, net of
exchange gains or losses. EBITDA is not a standard measure under HKFRS. EBITDA is a widely used financial indicator of a
company’s ability to service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash
flows, net income or any other measure of 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
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performance and our ability to generate cash flow from operations to service debt and pay 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. See “Management’s discussion and
analysis of financial condition and results of operations—Non-GAAP financial measures” for a reconciliation of our profit for the
year under HKFRS to our definition of EBITDA. Investors should also note that EBITDA as presented herein may be calculated
differently from Consolidated EBITDA as defined and used in the Indentures governing the Notes. See “Description of the 2027
Notes—Definitions” and “Description of the 2030 Notes—Definitions” for a description of the manner in which Consolidated
EBITDA is defined for purposes of the Indenture governing the Notes.

(2) EBITDA margin is calculated by dividing EBITDA by revenue.
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Selected consolidated statement of financial position information

As of December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (US$)
(unaudited)
Non-current assets
Property, plant and equipment . ....... .. . 21,628 23,421 24,240 3,482
INnvestmMeNt Properties .. ... ...t 8,338 16,435 12,923 1,856
Intangible assets ........ ... ... 392 670 745 107
Land Use rights ... ... s 2,425 2,496 - -
Right-0f-Use @ssets . ... ... ... s - - 4,447 639
Properties under development . .......... it 98,840 107,812 134,150 19,269
Investment in jointventures ......... ... ... 19,346 27,891 34,954 5,021
INvestMENT iN @SS0CIateS . .. ..ottt e e 11,585 18,768 17,159 2,465
Financial assets at fair value through other comprehensive income ............. 1,517 1,796 3,282 471
Derivative financial instruments . ........... o i 113 992 2,648 380
Trade and otherreceivables ........... . i e 5,372 10,962 14,056 2,019
Deferred iNCOME tax @SSelS . . ..ttt e e e 12,198 18,701 27,031 3,883
181,754 229,944 275,635 39,592
Current assets
Properties under development .. ....... ...t et 360,922 626,937 810,300 116,392
Completed properties held forsale ........... . i 27,886 44,338 45,781 6,576
RN VZ=Y 1 o =3 4,252 8,822 11,781 1,692
Trade and other receivables . ...... ... . i e 272,640 426,397 438,195 62,943
Contract assets and acquisition costs ........... ... i 15,738 17,094 24,020 3,450
Prepaid iINCOME taX . ..ottt e e e 13,198 21,350 24,712 3,550
Restricted cash ... ... i e 11,318 14,200 19,363 2,781
Cash and cash equivalents . ...... ... it i s 137,084 228,343 248,985 35,764
Financial assets at fair value through profitorloss ............................ 24,830 12,019 7,933 1,140
Derivative financial instruments ........... ... i 47 250 447 64
867,915 1,399,750 1,631,517 234,353
Current liabilities
Contract Liabilities . ....... .o e 346,748 562,800 646,996 92,935
Trade and other payables ... i 330,884 498,821 594,548 85,401
Receipts under securitization arrangements .......... ... . i 1,805 794 279 40
Current income tax liabilities ........... ... i 21,607 30,783 40,367 5,798
BN Or MOTES . ittt ittt e e e e e e 3,795 2,238 7,343 1,055
Corporate boNnds . ... .o e 16,814 23,964 28,850 4,144
Convertible bonds . .. ... . e - 8,051 22 3
Bank and other borrowings . ......... ... s 47,672 91,844 80,057 11,499
Lease liabilities . ...... ..o e - - 258 37
Derivative financial instruments .......... ... 212 11 32 5
769,537 1,219,406 1,398,752 200,918
Net current assets . . ... ... it e e, 98,378 180,344 232,765 33,435
Total assets less current liabilities . ........... .. ... .. .. .. . . .. 280,132 410,288 508,400 73,027
Non-current liabilities
BN Or NOTES . . ittt et e e e e e s 28,118 39,478 57,550 8,267
Corporate bonds . ... ... 30,520 17,944 17,550 2,521
Convertible bonds . .. ... - 5,117 5,495 789
Bank and other borrowings . ...... ... 87,845 139,839 172,736 24,812
Lease liabilities ....... ... e - - 651 94
Deferred government grants . .......... ... s 233 249 215 31
Deferred income tax liabilities . .......... i 16,448 32,224 32,763 4,706
Derivative financial instruments . ........... .. . i 356 2,029 2,832 407
163,520 236,880 289,792 41,626
Equity attributable to owners of the Company
Share capital and premium .. ... .. e 24,461 27,881 29,751 4,273
Other FESEIVES . . .ottt e e e e e e e 5,943 8,247 12,472 1,791
Retained arnings . ... oottt 63,267 85,202 109,716 15,760
93,671 121,330 151,939 21,825
Non-controlling interests ......... ... ... ... . .. 22,941 52,078 66,669 9,576
Total @qUIY .. ..ot e 116,612 173,408 218,608 31,401
Total equity and non-current liabilities ................ ... .. ...... ... ... .. ... 280,132 410,288 508,400 73,027
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Management'’s discussion and analysis of financial condition
and results of operations

The following discussion should be read in conjunction with our audited consolidated financial
statements together with the accompanying notes included elsewhere in this offering
memorandum. Our audited consolidated financial statements were prepared in accordance with
HKFRS.

This section includes forward-looking statements that involve risks and uncertainties. All
statements, other than statements of historical facts, included in this section that address
activities, events or developments which we expect or anticipate will or may occur in the future
are forward-looking statements. These statements are based on assumptions and analyses we
made in light of experience and our perception of historical trends, current conditions and
expected future developments, as well as other factors we believe are appropriate under the
circumstances.

Unless the context otherwise requires, references to “2017", “2018” and “2019” in this offering
memorandum are to our financial years ended December 31, 2017, 2018 and 2019, respectively.
References to “associate” or “associates” and “joint venture” or “joint ventures” in this section
are to associates and joint ventures as respectively defined in HKFRS.

Overview

We are one of the leading integrated property developers in the PRC, with a majority of our
assets and operations in the PRC and an expanding footprint of operations outside the PRC. Since
the commencement of our property development activities in 1997, we have benefited from, and
we expect to continue to benefit from, the growth in the property sector associated with the
economic development in the PRC, particularly in Guangdong Province, which is one of the most
affluent provinces and fastest growing economies in the PRC. Our primary business has been the
development of residential community projects and the sale of various types of properties,
including townhouses, apartment buildings, parking spaces and retail shops. The majority of our
products are targeted towards end-user customers. As an integrated property developer, our
lines of business also include construction, installation and fitting. We separately listed our
property management subsidiary, Country Garden Services Holdings Company Limited (4R R¥Es
ZERABR/A ) (“CG Services”), on the main board of the Hong Kong Stock Exchange on June 19,
2018. Our residential home projects are generally located in urban and suburban areas of cities
all throughout the PRC. As of December 31, 2019, approximately 44% of our residential sales
have been in first and second tier cities and the remaining 56% in third and fourth tier cities. As
of December 31, 2019, we had 2,512 projects at various stages of development located in
Mainland China. Of these projects, 517 were located in Guangdong Province: 59 in Guangzhou
City, 61 in Dongguan City, 51 in Foshan City, 34 in Jiangmen City, 56 in Huizhou City, 26 in
Zhaoqing City, 27 in Qingyuan City 22 in Meizhou City, 21 in Zhongshan City and the remaining
in various other cities. We also had 1,995 projects located outside Guangdong Province, spanning
21 provinces, five autonomous regions and four municipalities in the PRC.

In December 2011, we expanded our operations outside of the PRC for the first time, with a
project in Malaysia and further expanded into Australia in October 2013. Since the
commencement of our overseas expansion, we have continued to grow our operations outside of
the PRC and, as of December 31, 2019, we had a total of 24 projects outside of the PRC. As of
December 31, 2019, we had five projects in Malaysia, two projects in Australia, three projects in
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Indonesia, three projects in India, two projects in Hong Kong, two projects in the United States,
one project in New Zealand and six projects in Thailand. See “Risk factors—We may not be
successful in our overseas expansion” and “Business—Description of our property projects.”
While we intend on exploring additional opportunities to expand our business outside of the PRC
we expect the overwhelming majority of our future revenues to continue being generated by our
property development business in the PRC.

As of December 31, 2019, our projects had an aggregate saleable completed GFA of
approximately 189,860,710 sq.m. We had an aggregate saleable GFA under development of
approximately 151,070,091 sq.m. and an aggregate saleable GFA of approximately
101,118,824 sq.m. relating to properties held for future development as of the same date. We
have obtained land use rights certificates, development and operation rights or land title in
respect of the completed GFA, GFA under development and GFA held for future development.

We also develop hotels to complement our residential properties. Most of these hotels are
located in our large-scale residential community projects, which we believe have added value to
such residential projects and enhanced our brand recognition.

Certain profit or loss items

Revenue

Our revenue comprises primarily of proceeds from the sale of properties and provision of services
after the elimination of intra-group transactions. Our revenue is primarily generated from our
five business segments, consisting of sales of properties, rendering of construction services, rental
income, rendering of property management services and rendering of hotel services.

The table below sets forth the revenue by segments and their percentage of the total revenue:

For the year ended December 31,

2017 2018 2019
Percentage Percentage Percentage
of total of total of total
Amount revenue Amount revenue Amount revenue

(RMB in (RMB in (RMBin (USS$ in
millions) % millions) % millions) millions) %
Sales of properties ... 220,157 97.0 369,405 97.4 475,012 68,231 97.8
Rendering of construction services . ............... 2,305 1.0 5,265 1.4 6,219 893 1.2
Rentalincome ......... .o i 108 0.1 227 0.1 412 59 0.1
Rendering of property management services . ...... 2,656 1.2 1,632 0.4 - - -
Rendering of hotel services and others ............ 1,674 0.7 2,550 0.7 4,265 613 0.9
Total ..o 226,900 100.0 379,079 100.0 485,908 69,796 100.0

As we derive a substantial amount of our total revenue from the sales of properties segment, our
results of operations for a given period are dependent upon the type and GFA of properties we
have completed during that period, the market demand for those properties and the price we
are able to obtain for such properties. Conditions in the property markets in which we operate
change from period to period and are significantly affected by the general economic, political
and regulatory developments in the PRC. See “—Key factors affecting our performance.”

Before December 31, 2016, we recognized revenue from the sales of properties when the
construction was completed and the properties delivered to the purchasers with the collectability
of related receivables reasonably assured. From January 1, 2017 onwards, the Group has adopted
HKFRS 15. Revenues are recognized when or as the control of the asset is transferred to the
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customer. If control of the asset transfers over time, revenue is recognized over the period of the
contract by reference to the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognized at a point in time when the customer obtains
control of the asset. For each of the years ended December 31, 2017, 2018 and 2019, we
recognized revenue from the sales of properties of RMB220,157 million, RMB369,405 million and
RMB475,012 million (US$68,231 million).

Consistent with customary practice in the property development industry in the PRC, after
satisfying the conditions for pre-sales according to PRC laws and regulations, we typically enter
into purchase contracts with customers while the properties are still under development. See
"Business—Property development—Pre-sales.” Generally there is a time difference typically
ranging from several months to one year between the time we commence pre-selling of
properties under development and the delivery of properties to the purchasers. Under HKFRS 15,
properties that have no alternative use to the Group due to contractual reasons and when the
Group has an enforceable right to payment from the customer for performance completed to
date, the Group recognizes revenue as the performance obligation is satisfied over time in
accordance with the input method for measuring progress. The excess of cumulative revenue
recognized in profit or loss over the cumulative billings to purchasers of properties is recognized
as contract assets and acquisition costs. The excess of cumulative billings to purchasers of
properties over the cumulative revenue recognized in profit or loss is recognized as contract
liabilities.

Revenue from construction services is recognized in the accounting period in which the services
are rendered by reference to completion of the specific transaction and assessed on the basis of
the contract costs incurred up to the end of the reporting period as a percentage of the total
estimated costs for each contract. Revenue from construction, property management and hotel
operation is recognized in the accounting period in which the services are rendered. The revenue
generated by certain of our subsidiaries comprising the construction, property management and
hotel operation segments from services provided to our projects is eliminated in our consolidated
financial statements. For the three years ended December 31, 2017, 2018 and 2019, our
construction services segment generated revenue of RMB2,305 million, RMB5,265 million and
RMB6,219 million (US$893 million), respectively; our property management services segment
generated revenue of RMB2,656 million, RMB1,632 million and nil, respectively; and our hotel
services and other segment generated revenue of RMB1,674 million, RMB2,550 million and
RMB4,265 million (US$613 million), respectively. For the years ended December 31, 2017, 2018
and 2019, our rental income segment generated revenue of RMB108 million, RMB227 million and
RMB412 million (US$59 million), respectively.

Cost of sales

Cost of sales comprises the costs incurred from our five business segments. Cost of sales
represents primarily the costs we incur directly for our property development activities which
include construction, decoration and design costs, land use rights cost and business taxes and
levies.

Other income and gains—net

Other income and gains—net represent other income and gains, including management and
consulting service income , forfeiture of advances received from property buyers and government
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subsidy income, gains arising from negative goodwill, gains on disposals of subsidiaries, gains on
disposals of joint ventures and associates, gains on disposals of property, plant and equipment,
changes in fair value of derivative financial instruments.

Gains arising from changes in fair value of and transfer to investment properties

Pursuant to a business plan approved by our management in June 2014, we changed the use of
certain properties from holding for sale or self-use to earning long-term rental. As a result,
certain properties previously categorized as properties under development, completed properties
held for sale, property, plant and equipment and land use rights were transferred to investment
properties in 2014. These properties were remeasured at their respective fair values upon
transfer. In 2017, 2018 and 2019, for properties transferred from properties under development
and completed properties held for sale to investment properties, the differences between the fair
values and carrying amounts upon transfer were recognized in profit or loss as gains arising from
changes in fair value of and transfer to investment properties.

Selling and marketing costs

Selling and marketing costs include advertising and promotion expenses relating to sales of
properties, selling and marketing staff costs, including selling commissions for our sales staff, and
other selling expenses.

Administrative expenses

Administrative expenses include primarily staff costs, materials consumption cost, depreciation,
property tax and donations.

Finance costs

Finance costs consist primarily of interest costs as a result of bank borrowings and the issue of
senior notes. Finance costs fluctuate from period to period due primarily to fluctuations in our
level of outstanding indebtedness, the interest rates on our borrowings and the capitalization of
borrowing costs.

Income tax expenses

Enterprise Income Tax. Income tax expense represents PRC enterprise income tax accrued by our
operating subsidiaries and provision for LAT. We are an exempted company in the Cayman
Islands, and are not subject to Cayman Islands income tax. Our BVI companies holding our PRC
subsidiaries are also not subject to BVI income tax. Our PRC subsidiaries are subject to enterprise
income tax at a rate of 25% pursuant to the EIT Law.

Pursuant to the EIT Law, dividends distributed by our PRC subsidiaries to us or our non-PRC
subsidiaries are subject to a withholding tax of 5% for enterprises incorporated in Hong Kong,
subject to approval by the relevant authorities and 10% for enterprises incorporated outside of
Hong Kong if we or our non-PRC subsidiaries, as the case may be, are deemed as a “non-resident
enterprise.”

LAT. The LAT expense recorded in our consolidated income statement for any given period
represents the provision and payment for LAT with respect to the recognized revenue in that
period.
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Under PRC laws and regulations, our PRC subsidiaries engaging in property development are
subject to LAT, which is collected by the local tax authorities. All income from the sale or transfer
of state-owned land use rights, buildings and their attached facilities in the PRC is subject to LAT
at progressive rates ranging from 30% to 60% of the appreciation value as defined in the
relevant tax laws, with certain exemptions available for the sale of ordinary standard residential
houses if the appreciation value does not exceed 20% of the total deductible items as defined in
the relevant tax laws. See “Regulation—Legal supervision relating to property sector in the PRC—
H. Major taxes applicable to property developers—(c) Land appreciation tax.” Sales of commercial
properties are not eligible for this exemption. Whether a property qualifies for the ordinary
standard residential houses exemption is determined by the local government taking into
consideration the property’s plot ratio, aggregate GFA and sales price. Sales of properties with
higher appreciation values are generally subject to higher LAT rates. 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 (F5% 5 Hi s BH % 42 - b (BB 7 7
HEAFEREFA) which came into effect on February 1, 2007. Such notice provides further
clarifications as to the settlement of LAT. Local provincial tax authorities can formulate their own
implementation rules in accordance with the notice and local situation. On May 19, 2010, the SAT
issued the Circular on Issues Concerning Settlement of Land Appreciation Tax (Bt T (ARG B A
B R ) to clarify and strengthen the settlement of LAT. Furthermore, on May 25, 2010, the
SAT issued the Notice on Strengthening the Collection of Land Appreciation Tax (B i 1 i (g
Bt TAERA), which requires that the minimum LAT prepayment rate shall be 2% for
provinces in the eastern region, 1.5% for provinces in the central and northeastern regions, and
1% for provinces in the western region. We estimate and make provisions for the full amount of
applicable LAT in accordance with the requirements set forth in the relevant PRC tax laws and
regulations, but only pay a portion of such provisions each year as required by the local tax
authorities under prevailing practice.

Our LAT expense for the years ended December 31, 2017, 2018 and 2019 was RMB7,945 million,
RMB 13,763 million and RMB 16,424 million (US$2,359 million), respectively.

Our effective income tax rate is affected by PRC enterprise income tax expense and LAT as
described above. Our effective income tax rate is also affected by expenses incurred outside the
PRC, such as the interest and other expenses incurred on the Convertible Bonds and senior notes,
which are not deductible for purposes of PRC income tax. Our effective income tax rate was
38.2% in the year ended December 31, 2017, 39.0% in the year ended December 31, 2018 and
38.1% in the year ended December 31, 2019.

Non-controlling interests
Non-controlling interests represent our profits or losses after taxation that are attributable to
minority shareholders of our non-wholly owned subsidiaries.

Key factors affecting our performance

Our business, financial condition and results of operations are affected by a number of factors,
many of which are beyond our control, including those set out below.
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Economic growth, speed of urbanization and demand for residential properties in China

Economic growth, urbanization and rising standards of living in China have been the main
driving forces behind the increasing market demand for residential properties. The growth in
demand for residential properties in the PRC, including Guangdong Province, in the last decade
has often been coupled with volatility in market conditions and fluctuations in property prices.
Developments in the economy and the rate of urbanization have in the past increased the
demand for residential properties and affected pricing trends in the property sector in the cities
and regions where we operate in China. We believe that these factors will continue to
significantly affect our results of operations. China’s rate of economic growth has slowed in
recent years, and a portion of continuing economic growth has been driven by increased
borrowing by local governments and corporations. In the year ended December 31, 2017, China’s
GDP grew by 6.9%. In May 2017, Moody's downgraded China’s sovereign credit rating for the
first time since 1989 and changed its outlook from negative to stable. See “Risk factors—Risks
relating to the PRC—PRC economic, political and social conditions, as well as government
policies, could affect our business.” Further slowing in China’'s economic growth (including as a
result of measures designed to control liquidity in the economy) could also affect our results of
operations. See “Risk factors—Risks relating to our business—We are heavily dependent on the
performance of the property market in the PRC, particularly in Guangdong Province, and may be
affected by the performance of the property market in other places where we conduct our
operations.”

The slowdown of the worldwide economy from 2008 to early 2009, including that of China,
resulted in the decline in real estate market sentiment, which adversely affected property
demand and average selling prices in many areas of China. In 2010, a financial crisis emerged in
Europe, creating concerns about the ability of certain European nations to continue to service
their sovereign debt obligations. On August 6, 2011, S&P downgraded the rating for long-term
United States debt to “AA+" from “AAA" for the first time in 70 years and on December 1, 2014,
Moody’s downgraded the debt rating of Japan to “A1"” from “Aa3.” These events, including the
uncertainties surrounding Brexit, coupled with ongoing political unrest in the Middle East,
Eastern Europe and Africa have resulted in an environment of macroeconomic uncertainty. More
recently, the risk of a trade war between China and the United States has emerged which,
together with the impact of the COVID-19 pandemic, have contributed to additional
macroeconomic uncertainty and adding further downward pressure and negative sentiment to
the global economy, including that of China and the United States. It is difficult to determine the
impact that any global economic slowdown, financial crisis or trade war may have on the
property industry in China. If any global economic slowdown, financial market crisis or trade war
eventuates, continues or worsens, our business prospects, revenues, cash flows and financial
condition could be materially and adversely affected.

Regulatory measures in the property industry in China

PRC government policies and measures on property development and related industries have a
direct impact on our business and results of operations. From time to time, the PRC government
adjusts its macroeconomic control policies to encourage or restrict development in the private
property sector through measures relating to, among other things, land grants, pre-sales of
properties, bank financing and taxation. The PRC government has continued to increase
regulation over the property market since 2010. Policies restricting property purchases were
adopted in nearly 50 cities in 2011, as compared to fewer than 25 cities in 2010. In 2012, the PRC
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government continued to implement selected policies aimed at further cooling the real estate
property market, though at the same time, the PRC government implemented selected measures
to support the growth of the Chinese economy, such as lowering banks' reserve requirement
ratio and reducing benchmark lending rates. On February 20, 2013, the PRC government released
five new policies to regulate the real estate market, including new initiatives to control
speculative property investments, increase housing and land supply and step up construction of
affordable housing. On February 26, 2013, the State Council issued six property tightening
measures, which included an income tax levy on homeowners of as high as 20% on profit made
from selling their homes. The State Council also stated that local branches of the central bank in
certain cities could increase their down payment rate and mortgage loan interest rate for
homebuyers purchasing a second unit. Furthermore, the new measures stipulated that non-local
families without a certain number of years of tax payment certificates would be banned from
buying homes in the cities in which they currently reside. Regulations were also promulgated at
various levels to promote affordable housing. Since June 2014, many cities, including those where
our property projects are located, have lifted or eased the limitation on the purchase of
commodity properties. In 2015, the Ministry of Finance also expanded a business tax exemption
to include sellers who have owned their home for as little as two years, rather than the previous
minimum of five years. Since 2011, various cities have promulgated measures to further control
the property markets. PRC banks also tightened mortgage lending in general, which had affected
the demand in the property markets. Since September 2016, certain local governments including
without limitation Beijing, Tianjin, Suzhou, Zhengzhou, Jinan, Qingdao, Wuxi, Hefei, Wuhan,
Nanjing, Fuzhou, Foshan, Dongguan, Huizhou, Shijiazhuang, Langfang, Baoding, Cangzhou,
Chengde, Chengdu, Chuzhou, Changsha, Xiamen, Zhongshan, Hainan province and Hangzhou,
have issued new property market control policies, including restoring the restriction on purchases
of residential properties and tightening credit policy. PRC regulatory measures in the real estate
industry will continue to affect our business and results of operations. See “Regulation—Legal
supervision relating to property sector in the PRC,” “Risk factors—Risk relating to the property
sector in the PRC—The property industry in the PRC is subject to government regulations and
policies, which could have the effect of slowing down the industry’s growth” and “Regulation”
for more details.

We are also highly susceptible to any regulations or measures adopted by the PBOC that may
restrict bank lending to enterprises, particularly to property developers. Moreover, a substantial
portion of our purchasers depend on mortgage financing to purchase our properties. Regulations
or measures adopted by the PRC government that are intended to restrict the ability of
purchasers to obtain mortgages or that increase the costs of mortgage financing may decrease
market demand for our properties and adversely affect our sales revenue. In addition, we are
susceptible to any foreign exchange and capital control policies adopted by the PRC government
that restricts its citizens from converting its local currency into other currencies for overseas
property purchases in order to curb capital outflows, particularly since a substantial portion of
the purchasers of some of our overseas projects are, and are expected to continue to be, PRC
persons subject to the PRC government’s foreign exchange control and capital outflow policies.
See "Risk Factors—Risks relating to the PRC—PRC economic, political and social conditions, as
well as government policies, could affect our business.”

Ability to acquire suitable land for future property development

Our continuing growth will depend in large part on our ability to acquire quality land at prices
that can yield reasonable returns. Based on our current development plans, we believe we have
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sufficient land reserves for property developments for the next three to five years. Assuming that
the PRC economy continues to grow at a relatively high speed and demand for residential
properties remains strong, we expect that competition among developers for land reserves that
are suitable for property development will intensify. In addition, the public tender, auction and
listing-for-sale practice in respect of the grant of state-owned land use rights is also likely to
increase competition for land development and to increase land acquisition costs. Furthermore,
in November 2009, the PRC government raised the minimum down-payment of land premium to
50% and required the land premium to be fully paid within one year after the signing of a land
grant contract, subject to limited exceptions. In March 2010, the Ministry of Land and Resources
promulgated a notice to strictly regulate the transfer of land for commercial buildings. According
to the notice, the area of a parcel of land granted for commodity residential development should
be strictly restricted in accordance with the catalog of restricted use of land and the minimum
price of the land transfer should not be less than 70% of the benchmark price of the place where
the land being transferred is located, and the real estate developer’s bid deposit should not be
less than 20% of the minimum transfer price. See “Regulation.” These changes of policy may
materially and adversely affect our cash flow and our ability to acquire suitable land for our
operations. In addition, as we expand to overseas markets, our ability to obtain suitable land in
those markets will also become increasingly important to our operations and liquidity.

Pre-sales

Pre-sales constitute the most important source of our operating cash inflow during our project
development process. PRC law allows us to pre-sell properties before their completion upon
satisfaction of certain requirements and requires us to use the pre-sales proceeds to develop the
projects pre-sold. The amount and timing of cash inflows from pre-sales are affected by a
number of factors, including timing and other restrictions on pre-sales imposed by the PRC
government, market demand for our properties subject to pre-sales and the number of
properties we have available for pre-sale. Reduced cash flow from pre-sales of our properties will
increase our reliance on external financing and will affect our ability to finance our continuing
property developments. See “Risk factors—Risks relating to our business—We face contractual
and legal risks relating to the pre-sale of properties, including the risk that property
developments may not be completed and the risk that changes in laws and regulations in
relation to the pre-sales of properties may adversely affect our business, cash flow, financial
condition and results of operations.”

Access to and cost of financing

Bank borrowing is another important source of funding for our property developments. As of
December 31, 2017, 2018 and 2019, our outstanding bank and other borrowings amounted to
RMB135,517 million, RMB231,683 million and RMB252,793 million (US$36,311 million),
respectively. As commercial banks in China link the interest rates on their bank loans to
benchmark lending rates published by PBOC, any increase in such benchmark lending rates will
increase the interest costs related to our developments. Our access to capital and cost of
financing are also affected by restrictions imposed from time to time by the PRC government on
bank lending for property development.

We have also sought financing in the international capital markets through the offerings of the
2014 Notes, the 2017 Notes, the 2015 Notes, the 2018 Notes, the 2023 Notes, the 2021 Notes, the
2019 Notes, the November 2018 Notes, the Existing Notes and other pari passu secured
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indebtedness which generally give us a longer maturity term but bear higher interest rates than
bank borrowings. Access to and cost of financing in the international capital markets is subject to
a number of factors, including the global economic conditions and liquidity in the credit markets.
In addition, we have also sought financing through the issuance of a series of domestic corporate
bonds, Islamic medium term notes and receipts under securitization arrangements. See
"Description of other material indebtedness.”

Timing of property development

The number of property developments that a developer can undertake during any particular
period is limited due to the substantial amount of capital required for land acquisitions and
construction costs as well as limited land supply. Property developments may take many months,
or possibly years, before any pre-sale occurs. We aim to time the launch of pre-sales of our
properties to coincide with strong periods of expected demand. As market demand is not stable,
sales revenue in a particular period therefore depends on our ability to gauge the expected
demand in the market at the launch time for completion of a particular project. As a result, our
results of operations have fluctuated in the past and are likely to continue to fluctuate in the
future.

Price volatility of construction materials

Our results of operations are affected by price volatility of construction materials such as steel
and cement. The cost of construction materials constitutes the most important item in our
construction costs. With a view to achieving economies of scale and lowering our purchase costs,
we seek to use centralized procurement for projects undertaken by our own construction
companies. However, any increase in the cost of construction materials will increase our
construction costs. If we cannot pass the increased costs on to our customers, our profitability will
suffer.

Changes in product mix

The prices and gross profit margins of our products vary by the types of properties we develop
and sell. Our gross profit margin is affected by the proportion of sales revenue attributable to
our higher gross margin products compared to sales revenue attributable to lower gross margin
products. Typically, our low-density units have commanded higher selling prices and gross profit
margins than apartment units. Historically, a substantial portion of the projects we have
developed have had low plot ratios, permitting us to increase our sales of low density units. Due
to regulations in the PRC, we can no longer develop stand-alone villas on land acquired after
May 2006. More recently, we have begun acquiring land with higher plot ratios, which will
require us to increase the proportion of apartments that we develop and sell. We believe that we
have a diversified product portfolio, and we are currently developing strategies to address
changes in product mix that may result from such higher plot ratios, such as offering decorated
apartment products. If we are unable to successfully develop and execute such strategies, our
profit margins may decline as the proportion of our sales comprising apartments increase.

LAT

Our property developments are subject to LAT with respect to the appreciated value of the
related land and improvements on such land. LAT applies to both domestic and foreign investors
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of property in China, irrespective of whether they are corporate entities or individual investors.
Our LAT expense recognized on our statements of comprehensive income for each of the three
years ended December 31, 2017, 2018 and 2019, was RMB7,945 million, RMB13,763 million and
RMB16,424 million (US$2,359 million), respectively. We prepay LAT with reference to our
pre-sales proceeds and the tax rates set out by local tax authorities. See “Risk factors—Risks
relating to our business—The relevant PRC tax authorities may challenge the basis on which we
calculate our LAT obligations,” “—Certain profit or loss items—Cost of sales” and “—Certain
profit or loss items—Income tax expenses.”

Generally, LAT on apartments is lower than LAT on low-density units, as apartments generally
have lower selling prices.

Labor costs

In addition, with the overall improvement of living standards in the PRC as well as the PRC
government’s recent policies aiming to increase wages of migrant workers, we expect the trend
of increasing labor costs to continue in the near future, which in turn will increase our operating
costs.

Interim fluctuation of results of operations

Our results of operations tend to fluctuate from period to period. The number of properties that
we can develop or complete during any particular period is limited due to the substantial amount
of capital required for land acquisition, demolition, resettlement and construction, limited land
supplies and lengthy development periods before positive cash flows may be generated. In
addition, in recent years, we began to develop larger-scale property developments and, as a
result, we develop properties in multiple phases over the course of several years. Typically, the
selling prices of properties in such larger-scale property developments tend to increase as the
overall development comes closer to completion, thus offering a more established residential
community to the purchasers. Seasonal variations, as we disclosed in “Risk factors—Risks relating
to our business—We face risks relating to fluctuations of results of operations from period to
period,” have also caused fluctuations in our interim revenue and profits, including quarterly and
semi-annual results. As a result, our results of operations fluctuate and our interim results do not
proportionally reflect our annual results.

Critical accounting policies

Critical accounting policies are those accounting policies that are reflective of significant
judgments and uncertainties and that potentially yield materially different results under
different assumptions and conditions.

Our consolidated financial statements have been prepared in accordance with HKFRS. HKFRS
requires that we adopt accounting policies and make estimates that, our directors believe, are
the most appropriate under the circumstances for the purposes of giving a true and fair view of
our results and financial condition. In preparing our consolidated financial statements, we made
certain estimates and assumptions about future events based on our experience. The resulting
accounting estimates will, by definition, seldom equal the actual results. The estimates and
assumptions that may have a significant effect on the carrying amounts of assets and liabilities
mainly include those related to property development activities. For more details about our
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critical accounting estimates and judgments, see note 5 to our audited consolidated financial
statements as of and for the year ended December 31, 2018 and note 5 to our audited
consolidated financial statements as of and for the year ended December 31, 2019, included
elsewhere in this offering memorandum.

Revenue recognition. In January 2017, we early adopted HKFRS 15, which was issued in July 2014.
Our adoption of this accounting policy resulted in adjustments to the amounts recognized in our
financial statements. In accordance with the transitional provisions in HKFRS 15, comparative
figures have not been restated. As a result, we elected to apply the modified transitional
provisions whereby the effects of adopting HKFRS 15 for uncompleted contracts with customers
as at December 31, 2016 are adjusted at the opening balances of equity as at January 1, 2017.

Revenue comprises primarily the proceeds from property development, construction, property
investment, property management and hotel operation after the elimination of intra-group
transactions. Revenue arising from construction services is recognized in the accounting period in
which the services are rendered by reference to completion of the specific transaction and
assessed on the basis of the contract costs incurred up to the end of the reporting period as a
percentage of the total estimated costs for each contract. Revenues arising from hotel operation
and property management are recognized in the accounting period in which the services are
rendered. In prior reporting periods, the Group accounted for property development activities
when significant risk and rewards of ownership has been transferred to the customers on delivery
in its entirety at a single time upon vacant possession and not continuously as construction
progresses. Under HKFRS 15, properties that have no alternative use to the Group due to
contractual reasons and when the Group has an enforceable right to payment from the customer
for performance completed to date, the Group recognizes revenue as the performance
obligation is satisfied over time in accordance with the input method for measuring progress.

Land use rights cost. Land use rights cost typically comprises payments to government authorities
for obtaining the right to occupy, use and develop land, certain fees for altering the intended
use of land and resettlement costs. Land use rights which are held for development and
subsequent sale are classified as inventories and included in “Properties under development” or
"Completed properties held for sales” under “Current assets” or “Non-current assets” in
accordance with HKAS 2 and measured at the lower of cost and net realizable value.

Properties under development and completed properties held for sale. Properties under
development which have either been pre-sold or which are intended for sale and are expected to
be completed within a normal operating cycle are classified as current assets. Properties under
development are stated at the lower of cost and net realizable value. Net realizable value for our
properties under development is determined by reference to the sale proceeds of properties sold
in the ordinary course of business, less applicable variable selling expenses and the anticipated
costs to completion, or by management estimate based on prevailing marketing conditions.

Development cost of a property comprises land use rights, construction costs, capitalized costs
and professional fees incurred during the development period of a normal operating cycle. Upon
completion, the properties are transferred to completed properties held for sale.

Completed properties remaining unsold at the end of each financial period are stated at the
lower of cost and net realizable value. Net realizable value for our completed properties held for
sale is determined by reference to the sale proceeds of properties sold in the ordinary course of
business, less applicable variable selling expenses, or by management estimate based on
prevailing marketing conditions.
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Income taxes and deferred taxation. Significant judgment is required in determining the
provision for income tax. Such determinations are often uncertain. Where the final tax outcome
of these matters is different from the amounts that were initially recorded, such difference will
affect the income tax and deferred tax provision in the period in which such determination is
made.

Deferred tax assets relating to certain temporary differences and tax losses are recognized when
management considers to be probable that future taxable profit will be available against which
the temporary differences or tax losses can be utilized. The outcome of their actual utilization
may be different.

Change in accounting policy on the classification, measurement and derecognition of financial
assets and liabilities. In January 2016, we early adopted HKFRS 9, which was issued in July 2014
and introduced new rules for hedge accounting and a new impairment model for financial assets.
Our adoption of this accounting policy resulted in adjustments to the amounts recognized in our
financial statements. In accordance with the transitional provisions in HKFRS 9, comparative
figures have not been restated. As a result, any adjustments to carrying amounts of financial
assets or liabilities are recognized at the beginning of the current reporting period, with the
difference recognized in opening retained earnings. Provisions for impairment have not been
restated in the comparative period as well. See note 3 to the audited consolidated financial
information as of and for the years ended December 31, 2017, 2018 and 2019, included
elsewhere in this offering memorandum. In January 2019, we adopted HKFRS 16, which
introduced new rules for leasing. Our adoption of this accounting policy resulted in adjustments
to the amounts recognized in our financial statements. In accordance with the transitional
provision in HKFRS 16, comparatives figures have not been restated. As a result, any adjustments
to carrying amounts of financial assets and liabilities are recognized at the beginning of the
current reporting period. See note 4 to the audited consolidated financial statements as of and
for the year ended December 31, 2019 included elsewhere in this offering memorandum.

We assessed the fair value of our investment properties based on valuations determined by an
independent and professional qualified valuer. Significant judgement and assumptions are
required in assessing the fair value of the investment properties. See note 8 to the audited
consolidated financial statements as of and for the year ended December 31, 2018 and 2019,
included elsewhere in this offering memorandum.

2019 COMPARED TO 2018

Revenue. Our revenue increased by 28.2% to RMB485,908 million (US$69,796 million) in 2019,
from RMB379,079 million in 2018, primarily as a result of the following:

e Sales of properties. Revenue generated from sales of properties increased by 28.6% to
RMB475,012 million (US$68,231 million) in 2019, from RMB369,405 million in 2018,
primarily as a result of an increase in property contracted sales, and the timely delivery
of property units attributable to implementation of the efficient project construction
management system in 2019.
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The following table sets forth the revenue generated from certain projects and the percentage of
the total revenue it represented in each of the two years ended December 31, 2018 and 2019,
respectively.

For the year ended December 31,

2019 2018

Percentage Percentage

Property Development Revenue of revenue Revenue of revenue
RMB in million % RMB in million %

Country Garden—Forest City ..................... 8,090 1.7% 15,596 4.2%
Country Garden—Phoenix City (Xian) .............. 5,341 1.1% 3,449 0.9%
Country Garden—Coral Palace .................... 5,225 1.1% 5,325 1.5%
Country Garden—Longcheng ..................... 4,081 0.9% 336 0.1%
Country Garden—Qinhuai Aristocratic family ....... 3,866 0.8% 0 0.0%
Country Garden—Longyue ............. ... ... 3,673 0.8% 81 0.0%
Chaozhou Country Garden ....................... 3,385 0.7% 319 0.1%
Country Garden—GoldenEra . .................... 3,167 0.7% 0 0.0%
Country Garden—Shenhui City ................... 2,987 0.6% 860 0.2%
Lanzhou Country Garden ...............ccovuu.... 2,949 0.6% 3,571 1.0%
Country Garden—CullinanBay .................... 2,921 0.6% 740 0.2%
Country Garden—Phoenix City (Jurong) ............ 2,916 0.6% 5,309 1.4%
Country Garden—City Garden .................... 2,915 0.6% 174 0.0%
Country Garden—Lingyu . ......... ... oot 2,866 0.6% 272 0.1%
Country Garden—Tianyue . ....................... 2,780 0.6% 0 0.0%
Country Garden—The Central Capital .............. 2,775 0.6% 1,279 0.4%
Country Garden—Junyue Mansion ................ 2,772 0.6% 863 0.2%
Country Garden—Yingzhou Mansion .............. 2,766 0.6% 2,290 0.6%
Country Garden—Lakeside mountain .............. 2,611 0.5% 739 0.2%
Country Garden Hill Lake City .................... 2,609 0.5% 2,422 0.7%
Others ... e 404,317 85.2% 325,780 88.2%
Total .o 475,012 100.0% 369,405 100.0%

¢ Rendering of construction services. Revenue generated from rendering of construction
services increased by 18.1% to RMB6,219 million (US$893 million) in 2019, from
RMBS5,265 million in 2018, primarily as a result of increase in the construction volume
and the number of construction projects.

e Others. Revenue generated from rental income, rendering of hotel services and others
remained stable at approximately RMB4,677 million (US$672 million) in 2019, as
compared with RMB4,409 million in 2018.

Cost of sales. Cost of sales increased by 29.9% to RMB359,271 million (US$51,606 million) in 2019,
from RMB276,603 million in 2018, primarily as a result of an increase in the number of properties
sold and volume of services provided, which was in line with the increase in revenue.

Gross profit. Gross profit increased by 23.6% to RMB126,637 million (US$18,190 million) in 2019,
from RMB 102,476 million in 2018, which was consistent with the increase in the total number of
properties sold.

Other income and gains—net. Other income and gains—net decreased by 24.3% to RMB3,288
million (US$472 million) in 2019, from RMB4,344 million in 2018.

Gains arising from changes in fair value of and transfer to investment properties. Gains arising
from changes in fair value of and transfer to investment properties decreased by 92.7% to
RMB126 million (US$18 million) in 2019, from RMB1,732 million in 2018.
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Selling and marketing costs. Selling and marketing costs increased by 30.6% to RMB16,365
million (US$2,351 million) in 2019, from RMB12,533 million in 2018. The increase was primarily
attributable to the continuous growth in our contracted sales during the period.

Administrative expenses. Administrative expenses increased by 5.6% to RMB17,538 million
(US$2,519 million) in 2019, from RMB16,601 million in 2018, as a result of an increase of
properties under construction.

Research and development expenses. Research and development expenses increased by 61.2% to
RMB1,973 million (US$283 million) in 2019, from RMB1,224 million in 2018, primarily as a result
of expenditures made in relation to our research and development efforts to develop more
efficient and environmentally friendly building techniques.

Finance income—net. We recorded finance income—net RMB1,171 million (US$168 million) in
2019, compared to finance income—net of RMB1,348 million in 2018, primarily as a result of
recording post-hedging net foreign exchange losses of approximately RMB1,200 million (US$172
million) in 2019, compared to RMB977 million in 2018, and the increase in the interest expense
before capitalized of RMB24,489 million (US$3,518 million) in 2019, compared to interest expense
of RMB19,129 million in 2018. Our interest expense for the each of the two years ended
December 31, 2018 and 2019 were capitalized on qualifying assets.

Share of results of associates and joint ventures. We recorded a share of profits of associates and
joint ventures of RMB5,108 million (US$734 million) in 2019, compared to a share of profits of
associates and joint ventures of RMB1,197 million in 2018.

Income tax expenses. Income tax expenses increased to RMB37,737 million (US$5,421 million) in
2019, from RMB31,021 million in 2018, primarily as a result of the growth in our revenues.

Total comprehensive income for the year. As a result of the foregoing, total comprehensive
income for the year increased by 29.2% to RMB61,374 million (US$8,816 million) in 2019, from
RMB47,518 million in 2018.

2018 COMPARED TO 2017

Revenue. Our revenue increased by 67.1% to RMB379,079 million in 2018, from RMB226,900
million in 2017, primarily as a result of the following:

¢ Sales of properties. Revenue generated from sales of properties increased by 67.8%
to RMB369,405 million in 2018, from RMB220,157 million in 2017, primarily as a result
of an increase in sales and timely delivery of properties, as well as an increase in the
recognized average selling price to RMB8,550 (US$1,245) per sq.m. for 2018 from
RMB7,863 per sq.m. for 2017.

98



The following table sets forth the revenue generated from certain projects and the percentage of
the total revenue it represented in each of the two years ended December 31, 2017 and 2018,
respectively.

For the year ended December 31,

2018 2017

Percentage Percentage

Property Development Revenue of revenue Revenue of revenue
RMB in million % RMB in million %

Country Garden-Forest City .................. 15,596 4.2% 4,304 2.0%
Lunjiao Country Garden . .................... 5,459 1.5% 173 0.1%
Country Garden-Coral Palace ................ 5,325 1.4% 6,153 2.8%
Country Garden-Phoenix City (Jurong) ........ 5,309 1.4% 3,247 1.5%
Country Garden-Taidong Park ............... 4,197 1.1% 2,522 1.1%
Lanzhou Country Garden ................... 3,571 1.0% 4,716 2.1%
Country Garden-Phoenix City (Xian) .......... 3,449 0.9% - 0.0%
Chuzhou Country Garden ................... 3,335 0.9% 1,265 0.6%
Xiaoshan Country Garden ................... 3,261 0.9% 353 0.2%
Songhu Country Garden .................... 3,026 0.8% 3,372 1.5%
Shijie Country Garden ...................... 2,790 0.8% 63 0.0%
Country Garden-Century City ................ 2,755 0.7% 138 0.1%
Danzao Country Garden .................... 2,753 0.7% 84 0.0%
Shatian Country Garden .................... 2,742 0.7% 62 0.0%
Country Garden Taidong Tianyue Bay ......... 2,727 0.7% - 0.0%
Country Garden-Ningbo wetland ............. 2,660 0.7% - 0.0%
Country Garden-Chengzhoubay ............. 2,658 0.7% - 0.0%
Country Garden-Jade Mansion(Baohua) ....... 2,628 0.7% 1,022 0.5%
Country Garden-Shuian Garden .............. 2,552 0.7% - 0.0%
Country Garden-Jade Mansion(Wuwei) ....... 2,518 0.7% - 0.0%
others ... . 290,094 78.5% 192,683 87.5%
Total ... 369,405 100% 220,157 100%

e Rendering of construction services. Revenue generated from rendering of construction
services increased by 128.4% to RMB5,265 million in 2018, from RMB2,305 million in
2017, primarily as a result of an increase in the number of projects under construction
as a result of our expansion plans and an increase in the volume of construction services
rendered to our related parties and third parties.

e Others. Revenue generated from rental income, rendering of property management
services before the spin-off, rendering of hotel services and others remained stable at
approximately RMB4,409 million in 2018, as compared with RMB4,438 million in 2017.

Cost of sales. Cost of sales increased by 64.5% to RMB276,603 million in 2018, from RMB168,115
million in 2017, primarily as a result of an increase in the number of properties sold and volume
of services provided, which was in line with the increase in revenue.

Gross profit. Gross profit increased by 74.3% to RMB102,476 million in 2018, from RMB58,785
million in 2017, which was consistent with the increase in the total number of properties sold and
the increase in the average selling price.

Other income and gains—net. Other income and gains—net increased by 66.4% to RMB4,344
million in 2018, from RMB2,611 million in 2017.
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Gains arising from changes in fair value of and transfer to investment properties. Gains arising
from changes in fair value of and transfer to investment properties increased by 243.0% to
RMB1,732 million in 2018, from RMB505 million in 2017.

Selling and marketing costs. Selling and marketing costs increased by 25.3% to RMB12,533
million in 2018, from RMB10,002 million in 2017. The increase was primarily attributable to the
continuous growth in our contracted sales during the period, which in turn results in the increase
in the costs of properties sold.

Administrative expenses. Administrative expenses increased by 128.4% to RMB16,601 million in
2018, from RMB7,269 million in 2017, primarily as a result of an increase of employee numbers.

Research and development expenses. Research and development expenses increased by 76.6% to
RMB1,224 million in 2018, from RMB693 million in 2017, primarily as a result of expenditures made
in relation to our research and development efforts to develop more efficient and environmentally
friendly building techniques.

Finance income—net. We recorded finance income—net RMB 1,348 million in 2018, compared to
finance income—net of RMB3,276 million in 2017, primarily as a result of recording post-hedging
net foreign exchange losses of approximately RMB977 million in 2018, compared to none in 2017,
and the increase in the interest expense before capitalized of approximately RMB19,129 million
in 2018, compared to interest expense of approximately RMB11,040 million in 2017. Our interest
expense for the each of the two years ended December 31, 2017 and 2018 were capitalized on
qualifying assets.

Share of results of associates and joint ventures. We recorded a share of profits of associates and
joint ventures of RMB1,197 million in 2018, compared to a share of losses of associates and joint
ventures of RMB352 million in 2017.

Income tax expenses. Income tax expenses increased to RMB31,021 million in 2018, from
RMB17,770 million in 2017, primarily as a result of the growth in our revenues.

Total comprehensive income for the year. As a result of the foregoing, total comprehensive
income for the year increased by 61.1% to RMB47,518 million in 2018, from RMB29,498 million in
2017.

Liquidity and capital resources
Cash flows

We operate in a capital intensive industry and have historically financed the development of our
projects and other capital expenditures through a combination of internal funds, cash generated
from our sales and pre-sale proceeds, borrowings from commercial banks in the PRC and Hong
Kong, and proceeds from issuance of debt and equity securities, such as the issuance of the 2014
Notes in September 2009, the issuance of the 2017 Notes in April 2010, the issuance of the 2015
Notes in August 2010, the issuance of the 2018 Notes in February 2011, our share placement in
February 2012 and in April 2015, the issuance of the 2023 Notes in January 2013, the issuance of
the 2021 Notes in October 2013, the issuance of the 2019 Notes in May 2014, the issuance of the
Private Notes in June 2014, the issuance of the 2020 Notes in March 2015, the issuance of the
September 2023 Notes in September 2016, the issuance of the 2026 Notes in December 2016, the
issuance of the 2022 Notes in July 2017, the issuance of the November 2018 Notes in November
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2017, the issuance of the January 2023 Notes and the January 2025 Notes in January 2018, the
issuance of the 2019 Convertible Bonds in January 2018, the issuance of the March 2021 Notes in
March 2018, the issuance of the April 2024 Notes in April 2019, the issuance of the April 2026
Notes in April 2019, the issuance of the September 2025 Notes in September 2019 and the
issuance of the January 2027 Notes and the January 2030 Notes in January 2020. We also
generate cash from proceeds from the issuance of domestic corporate bonds, Islamic medium
term notes and proceeds received under securitization arrangements. Our short-term liquidity
relates to servicing our debt and funding working capital requirements. Sources of short-term
liquidity include cash balances and receipts from our operations. Our long-term liquidity
requirement includes partial funding of our investments in new property projects and repayment
of long-term debt, the 2023 Notes, the 2021 Notes, the 2019 Notes, the September 2023 Notes,
the 2026 Notes, the 2022 Notes, the January 2023 Notes, the January 2025 Notes, the March 2021
Notes, the April 2024 Notes, the April 2026 Notes, the September 2025 Notes, the January 2027
Notes, the January 2030 Notes and other long-term credit facilities. Sources of funding for our
long-term liquidity requirements include new loans or debt issuance. We hold our cash and cash
equivalents primarily in Renminbi, with the remaining in H.K. dollars, U.S. dollars and Malaysian
Ringgit.

The following table presents selected cash flow data from our consolidated cash flow statement
for each of the three years ended December 31, 2017, 2018 and 2019.

For the year ended December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB)  (RMB) (US$)

(unaudited)

Net cash generated from operating activities ........................ 24,084 29,381 14,666 2,107
Net cash used in investing activities ........... ... ... (44,384) (12,269) (19,091) (2,742)
Net cash generated from financing activities . ........................ 72,821 73,832 25,257 3,628
Cash and cash equivalents at the end of theyear ..................... 137,084 228,343 248,985 35,764

Cash flows from operating activities

2019. Our net cash generated from operating activities of RMB14,666 million (US$2,107 million)
in 2019 was attributable to cash generated from operating activities of RMB79,036 million
(US$11,353 million), income tax paid of RMB41,041 million (US$5,895 million) and interest paid of
RMB23,329 million (US$3,351 million). Cash generated from operations prior to changes in
working capital was RMB93,995 million (US$13,502 million). Changes in working capital
contributed to a net cash outflow of RMB14,959 million (US$2,149 million), comprising primarily
of properties under development and completed properties held for sale of RMB97,125 million
(US$13,951 million), partially offset by trade and other payables and contract liabilities of
RMB82,831 million (US$11,898 million).

2018. Our net cash generated from operating activities of RMB29,381 million in 2018 was
attributable to cash generated from operating activities of RMB83,147 million, income tax paid
of RMB35,698 million and interest paid of RMB18,068 million. Cash generated from operations
prior to changes in working capital was RMB76,302 million. Changes in working capital
contributed to a net cash inflow of RMB6,845 million, comprising primarily of trade and other
payables and contract liabilities of RMB287,589 million, partially offset by properties under
development and completed properties held for sale of RMB177,629 million, and trade and other
receivables and contract assets and contract acquisition costs of RMB96,776 million.
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2017. Our net cash generated from operating activities of RMB24,084 million in 2017 was attributable
to cash generated from operations of RMB54,001 million, partly offset by income tax paid of
RMB19,115 million and interest paid of RMB10,802 million. Cash used in operations prior to changes
in working capital was RMB43,204 million. Changes in working capital contributed to a net cash
inflow of RMB10,797 million, comprising primarily of (i) Cash used in property under development
and completed properties held for sale of RMB134,747 million, (ii) trade and other receivables of
RMB155,705 million and (iii) contract assets of RMB8,981 million, partially offset by (a) contract
liabilities of RMB176,865 million and (b) trade and other payables of RMB129,795 million.

Cash flows from investing activities

2019. Our net cash used in investing activities of RMB19,091 million (US$2,742 million) in 2019
was primarily attributable to (i) payments for financial assets at fair value through profit or loss
of RMB22,342 million (US$3,209 million) and (ii) deposits related to equity transactions of
RMBS,514 million (US$1,223 million), partially offset by proceeds from disposal of financial assets
at fair value through profit or less of RMB26,363 million (US$3,787 million).

2018. Our net cash used in investing activities of RMB12,269 million in 2018 was primarily
attributable to (i) payments for financial assets at fair value through profit or loss of RMB12,156
million, (ii) deposits related to equity transactions of RMB10,366 million, (iii) payments related to
investments in joint ventures of RMB6,641 million and (iv) payments related to investments in
associates of RMB6,550 million, partially offset by proceeds from disposals of financial assets at
fair value through profit or loss of RMB24,918 million.

2017. Our net cash used in investing activities of RMB44,384 million in 2017 was primarily
attributable to (i) investments in joint ventures of RMB9,853 million, investments in associates of
RMB6,829 million and (ii) deposits for acquisitions of companies of RMB4,646 million partially
offset by (i) interest received of RMB1,620 million and (ii) proceeds from disposals of financial
assets at fair value through profit or loss of RMB816 million.

Cash flows from financing activities

2019. Our net cash generated from financing activities of RMB25,257 million (US$3,628 million) in
2019 was primarily attributable to (i) proceeds from bank and other borrowings of RMB112,046
million (US$16,094 million), (ii) issue of senior notes of RMB23,081 million (US$3,315 million) and
(iii) net proceeds from the issuance of corporate bonds of RMB11,743 million (US$1,687 million),
and partially offset primarily by (i) repayments of bank and other borrowings of RMB93,527
million (US$13,434 million), (ii) redemption of convertible bonds of RMB7,869 million (US$1,130
million) and (iii) repayment of corporate bonds of RMB7,650 million (US$1,099 million).

2018. Our net cash generated from financing activities of RMB73,832 million in 2018 was
primarily attributable to (i) proceeds from bank and other borrowings of RMB108,918 million,
(ii) issue of convertible bonds of RMB19,322 million, (iii) issue of senior notes of RMB16,324
million and (iv) issue of shares as a result of placing of RMB6,330 million, and partially offset
primarily by repayments of bank and other borrowings of RMB43,025 million, redemption and
repayment of senior notes of RMB8,406 million, repayment of corporate bonds of RMB14,534
million and redemption of convertible bonds of RMB5,686 million.

2017. Our net cash generated from financing activities of RMB72,821 million in 2017 was
primarily attributable to (i) proceeds from bank and other borrowings of RMB87,106 million,
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(ii) issuance of corporate bond of RMB10,663 million, and (iii) issuance of senior notes of
RMB7,747 million, partially offset primarily by repayments of bank and other borrowings of
RMB20,006 million and redemption of senior notes of RMB3,809 million.

Capital resources

Property developments require substantial capital investment for land acquisition and
construction and may take many months or years before positive cash flows can be generated. To
date we have funded our growth principally from internal funds, borrowings from banks,
proceeds from sales and pre-sales of our developed properties and proceeds from issuance of
both debt and equity securities, such as the issuance of our various senior notes. We have also
entered into trust financing arrangements and a perpetual loan for our funding requirements.
Our financing methods vary from project to project and are subject to limitations imposed by PRC
regulations and monetary policies.

Since June 2003 commercial banks in the PRC have been prohibited under PBOC guidelines from
advancing loans to fund payment of land premium. As a result, property developers may not use
PRC bank loans to pay for land premium.

In an attempt to control the growth of the PRC property market, the PRC government in
November 2009 raised the minimum down payment to 50% of the total land premium and on
March 8, 2010, the Ministry of Land and Resources issued the circular on Strengthening Real
Estate Land Supply and Supervision (B i 55 bz e B 445G B R R A9 A1), under which the
minimum price for a given land transfer is to be at least 70% of the benchmark price for land in
the surrounding locality and the bidding deposit for such land transfer is required to be at least
20% of the applicable minimum transfer price. Property developers are also required to pay 50%
of the land premium (taking into account any deposits previously paid) as a down payment
within one month of signing a land grant contract and pay the balance within one year of the
contract date, subject to limited exceptions. Such policy may constrain our cash otherwise
available for additional land acquisition and construction.

In addition to restrictions on land premium financing, the PRC government also encourages
property developers to use internal funds to develop their property projects. Under guidelines
issued by the China Banking Regulatory Commission in August 2004, commercial banks in China
are not permitted to lend funds to property developers with an internal capital ratio, calculated
by dividing the internal funds available by the total capital required for the project, of less than
35%, an increase of five percentage points from 30% as previously required. Such increase in
internal capital ratio will increase the internally sourced capital requirement for property
developers, including ourselves. In May 2009, as part of its measure to combat the impact of the
global economic downturn at the time, the PRC government lowered this ratio to 20% for
protected housing projects and ordinary commodity housing projects and to 30% for other
property projects to stimulate property developments in China. However, the PRC government
has recently announced a series of measures designed to stabilize the growth of the PRC
economy and to stabilize the growth of specific sectors, including the property market, to a more
sustainable level. See “Risk factors—Risks relating to the property sector in the PRC—The
property industry in the PRC is subject to government regulations and policies, which could have
the effect of slowing down the industry’s growth.”

We typically use internal funds and project loans from PRC banks to finance the initial
construction costs for our property developments in the PRC. Additional cash is generated from
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pre-sales of properties when they meet the requirements of pre-sale under the national and local
regulations. Such proceeds from pre-sales, together with the project loans, are the major sources
of fund for the construction of our projects.

We intend to continue to fund our future development and debt servicing from existing financial
resources and cash generated from operations. We may also raise additional funds through debt
or equity offerings or sales or other dispositions of assets in the future to finance all or a portion
of our future development, for debt servicing or for other purposes. In addition, we may consider
raising additional funds through perpetual loans and securities in the PRC. Such perpetual loans
and securities in the PRC may be guaranteed by us or our other subsidiaries or secured by shares
of such subsidiaries.

Our ability to obtain adequate financing to satisfy our debt service requirements may be limited
by our financial condition and results of operations and the liquidity of international and
domestic financial markets. Any failure by us to achieve timely rollover, extension or refinancing
of our short-term debt may result in our inability to meet our obligations in connection with
debt service, accounts payable or other liabilities when they become due and payable. See “Risk
factors—Risks relating to our business—We may not have adequate funding resources to finance
land acquisitions or property developments, or to service our financing obligations.”

Borrowings

Bank and other borrowings

The following table sets forth our bank and other borrowings as of December 31, 2017, 2018 and
2019:

As of December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (US$)
(unaudited)

Borrowings included in non-current liabilities:
Bank and other borrowings

=L eL U 17V 48,338 108,300 133,637 19,196
—UNSECUIEA ..ttt e e e e 70,496 89,779 95,879 13,772
Less: current portion of non-current liabilities ...................... (30,989) (58,240) (56,780) (8,156)
Non-current borrowings . ... ... ... i 87,845 139,839 172,736 24,812

Borrowings included in current liabilities:
Bank and other borrowings

—SRCUNEA . . it 4,138 10,775 11,237 1,614
—UNSECUIEA .ttt e e e e 12,545 22,829 12,040 1,729
Current portion of non-current liabilities .......................... 30,989 58,240 56,780 8,156
CUrrent bOrrOWINGS . ..ottt 47,672 91,844 80,057 11,499
Total .. e 135,517 231,683 252,793 36,311

Our bank and other borrowings as of December 31, 2017, 2018 and 2019 bore a weighted
average effective interest of 5.67%, 6.52% and 6.63%, respectively.
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Most of our bank and other borrowings were secured by land use rights, properties and
equipment that we owned and guarantees by our subsidiaries. The maturity of our bank and
other borrowings included in non-current liabilities as of December 31, 2017, 2018 and 2019 was
as follows:

As of December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (US$)

(unaudited)

Within Tyear .. ... e 47,672 91,844 80,057 11,499
Between T and 2years ... ...t 36,994 72,900 121,590 17,465
Between 2 and 5 years . ... ..o e 50,099 60,163 48,499 6,966
BEYONd 5 Y aIS ottt 752 6,776 2,647 380

135,517 231,683 252,793 36,311

As of December 31, 2019, approximately RMB80,057 million (US$11,499 million), RMB170,089
million (US$24,432 million) and RMB2,647 million (US$380 million) of our bank and other
borrowings will be repayable within one year, between one year and five years and beyond five
years, respectively.

Subsequent to December 31, 2019, we have, from time to time, in the ordinary course of
business, entered into additional loan agreements to finance our property developments or for
general corporate purposes. A substantial portion of these loans were PRC bank loans and were
secured by land use rights and other assets and properties as well as guaranteed by certain of our
PRC subsidiaries. We have also entered into certain offshore facilities to finance our operations.
See “Description of other material indebtedness—Offshore facility agreements.”

Convertible Bonds and senior notes

In September 2009, we issued 11.75% senior notes due 2014 with an aggregate principal amount
of US$375,000,000, which were redeemed upon maturity in September 2014. In April 2010, we
issued 11.25% senior notes due 2017 with an aggregate principal amount of US$550,000,000,
which were redeemed in June 2014. In August 2010, we issued 10.50% senior notes due 2015
with an aggregate principal amount of US$400,000,000, which were redeemed in August 2015. In
February 2011, we issued 11.125% senior notes due 2018 with an aggregate principal amount of
US$900,000,000, which were redeemed in March 2015. In January 2013, we issued 7.50% senior
notes due 2023 with an aggregate principal amount of US$750,000,000, which were redeemed in
February 2018. In October 2013, we issued 7.25% senior notes due 2021 with an aggregate
principal amount of US$750,000,000, which remained outstanding as of June 30, 2019. In
May 2014, we issued 7.875% senior notes due 2019 with an aggregate principal amount of
US$550,000,000, which were redeemed in August 2017. In June 2014, we issued 7.50% senior
notes due 2019 with an aggregate principal amount of US$250,000,000, which were redeemed
upon maturity in June 2019. In March 2015, we issued 7.50% senior notes due 2020 with an
aggregate principal amount of US$900,000,000, which remained outstanding as of June 30, 2019.
On September 28, 2016, we issued 4.75% senior notes due 2023 with an aggregate principal
amount of US$650,000,000, which remained outstanding as of June 30, 2019. In December 2016,
we issued 5.625% senior notes due 2026 with an aggregate principal amount of US$350,000,000,
which remained outstanding as of June 30, 2019. On July 25 and August 16, 2017, we issued
4.75% senior notes due 2022 with an aggregate principal amount of US$600 million and US$100
million, which remained outstanding as of June 30, 2019. On November 22, 2017, we also issued
3.875% senior notes due 2018 with an aggregate principal amount of US$500,000,000, which
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were repaid upon maturity in November 2018. On January 17, 2018 and July 31, 2018, we issued
4.75% senior notes due 2023 with an aggregate principal amount of US$625 million. On January
17, 2018 and September 4, 2018, we also issued 5.125% senior notes due 2025 with an aggregate
principal amount of US$750 million. On January 30, 2018, we also issued zero coupon HK dollar
settled convertible bonds due 2019 with an aggregate principal amount of HK$15,600 million,
which were redeemed in January 2019. On March 12, 2018, we issued 5.8% Senior Notes due
2021 with an aggregate principal amount of RMB950 million. On September 27, 2018, we issued
7.125% senior notes due 2022 with an aggregate principal amount of US$ 425 million, which
remained outstanding as of June 30, 2019. On September 27, 2018, we also issued 8.00% senior
notes due 2024 with an aggregate principal amount of US$550 million, which remained
outstanding as of June 30, 2019. On December 5, 2018, we issued 4.50% coupon HK dollar settled
convertible bonds due 2023 with an aggregate principal amount of HK$ 7,830 million, which
remained outstanding as of June 30, 2019. On April 8 and July 18, 2019, we issued 7.25% senior
notes due 2026 with an aggregate principal amount of US$950 million and US$400 million. On
April 8, 2019, we issued 6.50% senior notes due 2024 with an aggregate principal amount of
US$550 million, which remained outstanding as of June 30, 2019. On September 17, 2019, we
issued 6.15% senior notes due 2025 with an aggregate principal amount of US$500 million. On
January 14, 2020, we issued 5.125% senior notes due 2027 with an aggregate principal amount
of US$500 million and 5.625% senior notes due 2030 with an aggregate principal amount of
US$450 million.

The Existing Notes and the 2023 Convertible Bonds, are currently guaranteed by certain of our
subsidiaries as subsidiary guarantors, and are secured, on a pari passu basis, by pledges over the
shares of certain of such subsidiary guarantors. Such collateral is expected to be shared on a pari
passu basis among the holders of the Existing Notes, the 2023 Convertible Bonds, and the Notes
upon the issuance of the Notes. See “Description of other material indebtedness.”

Corporate bonds

We also generate cash from proceeds from the issuance of domestic corporate bonds and Islamic
medium term notes. See “Description of other material indebtedness.”

Receipts under securitization arrangements

We also generate cash from receipts under securitization arrangements. See “Description of
other material indebtedness.” We may issue additional asset-back securities in varying structures
in the future. We are exploring the feasibility of structuring asset-backed securities that are not
considered financial liabilities on our statement of financial position, by assigning our rights to
receive payments from property purchasers of our projects. Depending on investor feedback, we
may be required to provide liquidity support or guarantee payment shortfalls for the asset-
backed securities.

Restricted cash

Pursuant to relevant regulations, certain of our project companies are required to deposit a
portion of proceeds from the pre-sales of properties into specific bank accounts. Before the
completion of the pre-sold properties, the proceeds deposited in the escrow accounts may only
be used for the restricted purposes of purchasing construction materials, equipment, making
interim construction payments and paying taxes, with the prior approval of the relevant local
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authorities. As of December 31, 2017, 2018 and 2019, our restricted cash amounted to
RMB11,318 million (comprising guarantee deposits for construction of pre-sold properties) and
RMB 14,200 million (comprising guarantee deposits for construction of pre-sold properties) and
RMB 19,363 million (US$2,781 million) (comprising guarantee deposits for construction of pre-sold
properties) respectively.

Contingent liabilities

As of December 31, 2019, we provided guarantees of approximately RMB348,154 million
(US$50,009 million) to PRC banks in respect of the mortgaged loans provided by the banks to
purchasers of our developed properties. The majority of the guarantees are discharged upon the
earlier of the issuance of the individual property ownership certificate to the owner of the
property or the certificate of other rights of property to the mortgage bank which will generally
be available within three months after we deliver the relevant property to the purchasers, or
upon the full settlement of the mortgaged loans by the purchaser. Pursuant to the terms of the
guarantees, upon default in mortgage payments by these purchasers, we are responsible for
repaying the outstanding mortgage principal together with accrued interest and penalty owed
by the defaulted purchasers to the banks and we are entitled to take legal title to and possession
of the relevant properties. Of the amounts guaranteed as of December 31, 2019, none was with
respect to a guarantee which was to be discharged two years or more from the day the mortgage
loans become due; and approximately RMB348,154 million (US$50,009 million) was to be
discharged upon the earlier of (i) issuance of the real estate ownership certificates (which are
generally available within three months of the purchasers taking possession of the relevant
properties) and (ii) the satisfaction of mortgaged loans by the purchasers of the properties.

In addition, we provided guarantees for certain borrowings of associates, joint ventures and third
parties. As of December 31, 2019, our guarantees provided for associates, joint ventures and third
parties for their borrowings amounted to RMB73,239 million (US$10,520 million).

In October 2016, we entered into an asset backed securitization arrangement whereby the rights
to receive payments for property sales for one of our Malaysian projects were assigned to a third
party entity. The third party entity issued securities in an aggregate principal amount of
US$120,000,000 in October 2016, for which we provided a guarantee on payment shortfalls of
the third party entity.

Capital commitments

We incurred capital commitments from contracted construction fees and land premium for future
property developments. We expect to fund such capital commitments principally from the pre-
sale proceeds of our properties and partly from bank borrowings.

For additional information about our capital commitments, see note 41 to our audited
consolidated financial statements as of and for the year ended December 31, 2018, note 40 to
our audited consolidated financial statements as of and for the year ended December 31, 2019
included elsewhere in this offering memorandum.
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Market risk
Interest rate risk

We are subject to market risks due to fluctuations in interest rates. Our net profit is affected by
changes in interest rates due to the impact such changes may have on interest income and
interest expense from short-term deposits and other interest-bearing financial assets and
liabilities, including bank and other borrowings. In addition, an increase in interest rates would
adversely affect our prospective purchaser’s willingness and ability to purchase our properties,
our ability to service loans that we have guaranteed and our ability to raise and service long-term
debt and to finance our developments, any of which could adversely affect our business, financial
condition and results of operations.

Currently, our borrowings primarily consist of loans from commercial banks, the Existing Notes,
the 2023 Convertible Bonds, the 2016 Club Loan, the 2017 Club Loan, the 2018 Loan, the
December 2018 Loan and the corporate bonds. As of December 31, 2017, 2018 and 2019, our
total borrowings amounted to RMB216,570 million, RMB329,269 million and RMB369,603 million
(US$53,090 million), respectively. We currently have some derivative instruments to hedge our
interest rate risk. We designate some of our derivative instruments as hedges of foreign
exchange and interest rate risks associated with the cash flows of our foreign currency
borrowings.

Borrowings issued at variable rates expose us to cash flow interest rate risk while borrowings
issued at fixed rates expose us to fair value interest rate risk. In addition, any increase of
benchmark lending rates published by PBOC may result in an increase in our interest costs, as
most of our bank borrowings bear floating interest rates linked to PBOC-published rates. The
PBOC-published benchmark one-year lending rate, which directly affect the property mortgage
rates offered by commercial banks in China, as of December 31, 2017, 2018 and 2019 was 4.35%,
4.35% and 4.35%, respectively. We cannot assure you that PBOC will not raise lending rates in
the future or that our business, financial condition and results of operations will not be adversely
affected as a result of these adjustments.

Foreign exchange risk

We conduct most of our sales and purchases in Renminbi except for a small portion of our sales
proceeds that are in other currencies. Our exposure to foreign exchange risk is principally due to
our outstanding foreign currency borrowings that are mainly denominated in U.S. dollars, H.K.
dollars, Malaysian ringgit, and Australia dollars. As of December 31, 2019, we had U.S. dollar-
denominated bank and other borrowings totaling approximately US$3,842 million, H.K. dollar
denominated bank and other borrowings totaling approximately HK$17,682 million, and a
relatively small amount of Malaysian-ringgit and other non-RMB denominated bank and other
borrowings equivalent to approximately RMB8,605 million. As of the same date, other than
Renminbi, we had aggregate cash and bank balances denominated in H.K. dollars equivalent to
approximately RMB969 million, in U.S. dollars equivalent to approximately RMB3,086 million, in
Malaysian ringgit equivalent to approximately RMB4,294 million and in Australian dollars and
other currencies equivalent to approximately RMB806 million. Since 2015, we have adopted
foreign currency hedging instruments to better manage our foreign exchange risks, using a
combination of foreign exchange forward contracts, foreign currency option contracts and
foreign currency swap contracts. In June 2016, we entered into the GS ISDA Agreement with
Goldman Sachs International, our obligations under which are guaranteed by the Subsidiary
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Guarantors under the GS Guarantee and secured by the Collateral. In May 2017, we entered into
the DB ISDA Agreement with Deutsche Bank AG, our obligations under which are guaranteed by
the Subsidiary Guarantors under the DB Guarantee and secured by the Collateral. Going forward,
we may enter into further swap arrangements that require us to provide guarantees and security.

We recognize foreign exchange gain or loss on our consolidated income statement due to
changes in value of assets and liabilities denominated in foreign currencies during the relevant
accounting period.

Appreciation of the Renminbi against the U.S. dollar generally results in a gain arising from our
U.S. dollar-denominated debt and a loss arising from our bank deposits in H.K. dollars and U.S.
dollars. A depreciation of the Renminbi against the U.S. dollar would have the opposite effect. In
addition, a depreciation of Renminbi would negatively affect the value of dividends paid by our
PRC subsidiaries, which may in turn affect our ability to service foreign currency-denominated
debts.

Fluctuations in the foreign exchange rate have had and will continue to have an impact on our
business, financial condition and results of operations. See “Risk factors—Risks relating to the
Notes—We may be subject to risks presented by fluctuations in exchange rates between the
Renminbi and other currencies, particularly U.S. dollars.”

Inflation

Historically, we have not been materially affected by any inflation or deflation.

Non-GAAP financial measures

We use EBITDA and EBITDA margin to provide additional information about our operating
performance. EBITDA refers to our operating profit plus finance income, depreciation of
property, plant and equipment and investment property and right-of-use assets, amortization of
land use rights and intangible assets, net of exchange gains or losses. EBITDA margin is calculated
by dividing EBITDA by revenue.

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

As a measure of our operating performance, we believe that the most directly comparable HKFRS
measure to EBITDA is operating profit. We operate in a capital intensive industry. We use EBITDA
in addition to operating profit because operating profit includes many accounting items
associated with capital expenditures, such as depreciation of property, plant and equipment and
investment property, as well as non-operating items, such as amortization of land use rights.
These accounting items may vary between companies depending on the method of accounting
adopted by a company. By minimizing differences in capital expenditures and the associated
depreciation expenses as well as land use rights amortization, EBITDA provides further
information about our operating performance and an additional measure for comparing our
operating performance with other companies’ results. Funds depicted by this measure may not
be available for debt service due to covenant restrictions, capital expenditure requirements and
other commitments.
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The following table reconciles our operating profit under HKFRS to our definition of EBITDA for
the periods indicated:

For the year ended December 31,

(in millions) 2017 2018 2019 2019
(RMB) (RMB) (RMB) (US$)
(Unaudited) (Unaudited)
Operatingprofit......... ... i 43,598 77,018 92,660 13,310
Adjustments:
Interestincome . ... ... . 1,620 2,445 2,371 341
Depreciation of property, plant and equipment and
investment property .......... .. i 725 909 1,099 157
Amortization of land userights .. ..................... 74 63 - -
Depreciation of right-of-use assets .................... - - 332 48
Amortization of intangible assets ..................... 25 72 117 16
Net foreign exchange gains/(losses) ................... 1,803 (977) (1,200) (172)
EBITDA . 47,845 79,530 95,379 13,700
Note:

(1) Represents amortization of land use rights for properties other than those held for development and subsequent sale, such as
hotel properties. For further information, see “—Critical accounting policies—land use rights cost.”

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

The following chart sets forth a simplified corporate structure of our Group as of December 31,

2019.
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- _ . Unrestricted Subsidiaries

Notes:
(1) Our controlling shareholder, Yang Huiyan, held 57.60% of our shares as of the date of this offering memorandum. See “Management—Directors’
interests” and “Principal shareholders.”

(2) Formerly known as “Country Garden Hotel Management Sdn Bhd".
(3) Formerly known as “Wealthy Signet Sdn Bhd".

(4) The registered capital of the above companies and Baise Country Garden Property Development Co., Ltd, Qingyuan Bishun Property Development Co.,
Ltd, Qingyuan Bisheng Property Development Co., Ltd, Taizhou Xinbi Property Development Co., Ltd, Xinyi Fenghui Industrial Co., Ltd, Chuzhou Haoxin
Real Estate Co., Ltd, Gaozhou Country Garden Panzhou Property Development Co., Ltd, Huazhou Jianjiang Country Garden Property Development Co., Ltd,
Zhaoging Dinghu Daxin Property Development Co., Ltd, Foshan Shunde Country Garden Real Estate Co., Ltd, Huizhou Nanxian Passenger Station Co., Ltd,
Huizhou Biquan Investment Co., Ltd, Guizhou Guian New District Country Garden Xuefu Real Estate Co., Ltd, Huizhou Country Garden Nanzhan Xincheng
Investment Co., Ltd, Chuzhou Country Garden Property Development Co., Ltd, Liyang Xinbi Property Development Co., Ltd, Dongguan Qishi Jindi Country
Garden Property Development Co., Ltd, Jiangsu Nanbi Property Development Co., Ltd, Guangdong Country Garden Property Information Consultancy Co.,
Ltd, Anhui Yulinwan Real Estate Co., Ltd, Foshan Sanshui Xinan Country Garden Property Development Co., Ltd, Chongqging Country Garden Guanghua
Real Estate Co., Ltd, and Taizhou Jiangyan Country Garden Property Development Co., Ltd, have not been fully paid.

(5) The company'’s shares have been pledged pursuant to trust financing arrangements and loan agreements.

(6) Subsequent to December 31, 2019, we, in our ordinary course of business, incorporated or acquired certain subsidiaries in Australia, the British Virgin
Islands, Hong Kong, Indonesia, Malaysia, Singapore, Cayman Islands and the PRC and may from time to time incorporate or acquire new subsidiaries, in
our ordinary course of business, subsequent to the date of this offering memorandum.

(7) The company and Jiujiang Country Garden Property Development Co., Ltd, Wuhan Chuangfu Property Development Co., Ltd, Wuhu Country Garden
Property Development Co., Ltd, Maoming Country Garden Shanggao Property Development Co., Ltd and Zhangye Country Garden Property Development
Co failed filing its annual report in time or failed to be contacted in the registered address as required by relevant PRC law.

(8) Fengshun Country Garden Property Development Co., Ltd, Jiangyin Gaoxin Country Garden Real Estate Co., Ltd, and Baicheng Country Garden Property
Development Co., Ltd failed filing its annual report in time as required by relevant PRC law. The shares of each of Lanzhou Country Garden Property
Development Co., Ltd., Yancheng Country Garden Property Development Co., Ltd, Guangzhou Xinbi Property Development Co., Ltd, Kaiping Country
Garden Property Development Co., Ltd, Qingyuan Country Garden Xinya Property Development Co., Ltd, Jurong Baobi Country Garden Property
Development Co., Ltd, Hunan Dongchenzhidi Property Development Co., Ltd, Jiangyin Jingyu Property Development Co., Ltd, Zhoukou Country Garden
Fangyun Property Development Co., Ltd, Zhengzhou Bihai Real Estate Co., Ltd, Dongguan Tianlin Mingyuan Property Development Co., Ltd, Dongguan
Qishi Jindi Country Garden Property Development Co., Ltd, Jiangsu Baohua Country Garden Real Estate Co., Ltd, Shaanxi Jiangin Property Development
Co., Ltd, Liyang Xinbi Property Development Co., Ltd, Dongguan Jingtian Industrial Investment Co., Ltd, Tongxiang Country Garden Fugao Real Estate Co.,
Ltd, Anji Country Garden Property Development Co., Ltd, Cangzhou Bida Property Development Co., Ltd, Jiangmen Xinhui Wende Property Development
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Co., Ltd, Maoming Country Garden Shanggao Property Development Co., Ltd, Zhanjiang Chikan Country Garden Property Development Co., Ltd, Xiaogan
Dongcheng Property Development Co., Ltd, Huizhou Daya Bay Tianfuhong Property Co., Ltd, Huizhou Taidong International Logistics Park Co., Ltd,
Zhongshan Bihui Property Development Co., Ltd, Huizhou Taidong Property Co., Ltd, Taizhou Jiangyan Country Garden Property Development Co., Ltd,
Yuyao Jiutai Real Estate Co., Ltd, Yangjiang Moyang Lake Country Garden Property Development Co., Ltd, Zhanjiang Mazhang Country Garden Property
Development Co., Ltd, Zhengzhou Country Garden Hailong Real Estate Co., Ltd, Huaibei Country Garden Property Development Co., Ltd., Dongying
Country Garden Property Development Co., Ltd., Wuhan Country Garden Tazi Lake Real Estate Co., Ltd., Meizhou Yingfangzhongchuang Industrial Co.,
Ltd., Chuzhou Bihui Real Estate Co., Ltd., Chengdu Haichang Property Development Co., Ltd., Yangguang Moyanghu Country Garden Real Estate Co., Ltd.,
Qingyuan Country Xinya Real Estate Co., Ltd., Guiyang Southwest International Trade City Co., Ltd., Kunshan Country Garden Real Estate Co., Ltd.,
Lanzhou Country Garden Real Estate Co., Ltd., Jiangsu Baohua Country Garden Property Development Co., Ltd., and Linquan Country Garden Property
Development Co., Ltd have been pledged to relevant trust companies, banks or other creditors.

(9) The above companies have been cited on the PRC Supreme People’s Court’s website for failure to perform certain court obligations.

(10) The equity interest held by this company in its subsidiary (such as Handan Yunxin Property Development Co., Ltd. and Suzhou Golden Century
Property Development Co., Ltd.) is currently frozen by a court order due to certain ongoing disputes with former shareholders of such subsidiary.

(11) The equity interest held by the JV partner in Zhoukou Country Garden Fangyun Property Development Co., Ltd, Xiangyang Country Garden Real
Estate Co., Ltd, Huizhou Huiyang Qishan Holiday Resorts Development Co., Ltd, Lianjiang Country Garden Property Development Co., Ltd, Huaihua
Country Garden Property Development Co., Ltd, Hainan Country Garden Zhongdongfang Property Development Co., Ltd, Hengyang Huayan Real Estate
Co., Ltd and Tianjin Hengze Property Investment Co., Ltd is currently frozen by a court.

(12) This company has been designated as an Unrestricted Subsidiary and will not guarantee the Notes.
(13) Incorporated in the British Virgin Islands with limited liability.

(14) Incorporated in Hong Kong with limited liability.

(15) Sihui Zhenhuiyuan Property Development Co., Ltd has not completed filing with relevant commerce authority for its decrease of registered capital.
(16) 1 ordinary share of Immense Jade Limited is held by Ritzy Praise Limited; 2 ordinary shares are held by Inno Healthcare Limited; 100 series A preferred
shares are held by CGVC Company Limited; and 1 series B preferred share is held by Inno Healthcare Limited.
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Business
Overview

We are one of the leading integrated property developers in the PRC, with a majority of our
assets and operations in the PRC and an expanding footprint of operations outside of the PRC.
Since the commencement of our property development activities in 1997, we have benefited
from, and we expect to continue to benefit from, the growth in the property sector associated
with the economic development in the PRC, particularly in Guangdong Province, which is one of
the most affluent provinces and fastest growing economies in the PRC. Our primary business has
been the development of residential community projects and the sale of various types of
properties, including townhouses, apartment buildings, parking spaces and retail shops. The
majority of our products are targeted towards end-user customers. As an integrated property
developer, our lines of business also include construction, installation, fitting and decoration. We
separately listed our property management subsidiary, Country Garden Services Holdings
Company Limited (GEH:EIREZERARZAT) (“CG Services”), on the main board of the Hong Kong
Stock Exchange on June 19, 2018. Our residential home projects are generally located in urban
and suburban areas of cities all throughout the PRC. As of December 31, 2019, approximately
44% of our residential sales have been in first and second tier cities and the remaining 56% in
third and fourth tier cities. As of December 31, 2019, we had 2,512 projects at various stages of
development. Of these projects, 517 were located in Guangdong Province: 59 in Guangzhou City,
61 in Dongguan City, 51 in Foshan City, 34 in Jiangmen City, 56 in Huizhou City, 26 in Zhaoqing
City, 27 in Qingyuan City, 22 in Meizhou City, 21 in Zhongshan City and the remaining in various
other cities. We also had 1,995 projects located outside Guangdong Province, spanning 21
provinces, five autonomous regions and four municipalities in the PRC.

In December 2011, we expanded our operations outside of the PRC for the first time, with a project
in Malaysia and further expanded into Australia in October 2013. Since the commencement of our
overseas expansion, we have continued to grow our operations outside of the PRC and, as of
December 31, 2019, we had a total of 24 projects outside of the PRC. As of December 31, 2019, we
had five projects in Malaysia, two projects in Australia, three projects in Indonesia, three projects in
India, two projects in Hong Kong, two projects in the United States, one project in New Zealand
and six projects in Thailand. See “Risk factors—We may not be successful in our overseas
expansion” and “Business—Description of our property projects.” While we intend on exploring
additional opportunities to expand our business outside of the PRC we expect the overwhelming
majority of our future revenues to continue being generated by our property development
business in the PRC.

As of December 31, 2019, our projects in the PRC had an aggregate completed GFA of
approximately 189,860,710 sq.m. We had an aggregate saleable GFA under development of
approximately 151,070,091 sg.m. and an aggregate saleable GFA of approximately 101,118,824
sq.m. relating to properties held for future development as of the same date. We have obtained
land use rights certificates, development and operation rights or land title in respect of the
completed GFA, GFA under development and GFA held for future development.

We also develop hotels to complement our residential properties.

For the years ended December 31, 2017, 2018 and 2019, our total revenue was RMB226,900 million,
RMB379,079 million and RMB485,908 million (US$69,796 million), respectively, and our EBITDA was
RMB47,845 million, RMB79,530 million and RMB95,379 million (US$13,700 million), respectively.
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Our shares have been listed on the Hong Kong Stock Exchange since April 20, 2007 under stock
code 2007.

Competitive strengths

We are one of the largest property developers in the PRC with one of the largest, most
geographically diversified, and lowest-cost land banks

As of December 31, 2019, we had an aggregate saleable GFA under development and for future
development in China of approximately 252,188,915 sq.m. for which we have obtained all the
relevant land use rights certificates or development and operation rights or land title, spanning
22 provinces, five autonomous regions and four provincial level municipalities. In addition, we
have also entered into land grant contracts in respect of land for which we have applied for or
are in the process of applying for land use rights certificates for future development. We expect
that these new acquisitions will further increase the value and size of our land bank when we
obtain the land use rights certificates.

We adopt a disciplined approach to land acquisition and development. We undertake market
research and analysis as well as budget and financing planning prior to a land acquisition, which
we believe enables us to exercise effective cost control. In addition, we continue to seek
opportunities to acquire and develop land in close proximity to our existing mature projects. We
believe such in-fill developments will lower potential execution risks given our experience with
the local markets, service providers and target customers. For the years ended December 31,
2017, 2018 and 2019, we estimate that our average unit land cost based on GFA was
approximately 20% to 30% of our average unit selling price. We believe our low-cost land bank
not only supports our future profitability but also gives us greater flexibility to diversify our
product portfolio, to cater to a broader customer base, and to respond more effectively to
changing market conditions.

We have an established business model, which we believe has been successfully replicated in
the markets where we operate

We focus on developing residential communities in the suburban areas of first- and second-tier
cities as well as the newly urbanized town centers of third- and fourth-tier cities in the PRC
where we believe we have high-growth potential. We proactively seek to enhance the value of
our properties by creating a better living environment through the provision of comprehensive
community facilities and premium services in our master-planned communities. Our business
model leverages on China’s economic growth, increasing urbanization and rising standards of
living. We believe that we have aligned our business development objectives with those of local
governments, as our large-scale township developments raise the living standards of the local
population and help improve the business environment of the local economies.

Over the last decade, we have successfully replicated our business model in different cities in the
PRC. Since 2006, we have continuously expanded our business and have since entered into certain
overseas markets. As of December 31, 2019, we had five projects in Malaysia, two projects in
Australia, three projects in Indonesia, three projects in India, two projects in Hong Kong, two
projects in the United States, one project in New Zealand and six projects in Thailand. We believe
the success of Country Garden—Galaxy Palace, Country Garden—Phoenix City (Jurong), Country
Garden—Ten Miles Golden Beach and Country Garden—Golden Beach, in particular,
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demonstrates our ability to replicate our business model and capitalize on our strong brand
name in other provinces in China.

Our standardized operations enable us to provide high-quality and competitively priced
products to our customers and to achieve quick asset turnover and attractive margins

We mainly engage in property development and other businesses. We are the largest PRC
residential property developer focusing on urbanization. We generally run a centralized and
standardized business model that comprises property development, construction, decoration,
property investment and hotel development and management, which we believe enables us to:

o offer a broad range of products, including residential projects, car parks and retail
shops;

¢ achieve economies of scale and increase operating efficiency through pooling internal
resources, thereby helping to further improve our profit margins;

e ensure consistent product quality;

e strengthen our bargaining power with suppliers and contractors to obtain good quality
supplies and services at relatively low costs, which help increase our pricing flexibility;

e smoothen project execution to achieve quick asset turnover; and
¢ respond rapidly to changes in market environment.

We believe that a combination of our strong brand recognition, high quality product mix and
competitive pricing model has enabled us to pre-sell a substantial portion of the properties in our
projects.

We maintain a robust liquidity position and have a strong credit profile

We actively manage our liquidity position by taking into account our development plans, capital
needs and available cash and financing options. As of December 31, 2017, 2018 and 2019, our
cash and cash equivalents amounted to RMB137,084 million, RMB228,343 million and
RMB248,985 million (US$35,764 million), respectively. We believe our quick asset turnover model
has enabled our projects to generate positive cash flow in a relatively short period after
commencement of development to support further developments.

We believe we have developed a strong credit profile over the years relative to many of our
peers and have become a preferred customer of a number of major commercial banks in the PRC.
We also have access to the international capital markets through debt, equity and equity-linked
offerings. While we have a strong credit profile, we closely monitor our leverage ratio.

We have a strong brand in Guangdong Province with increasing recognition nationwide

We believe our brand name “Country Garden” (¥t£[), as well as our guiding motto, “Country
Garden—Giving you a five-star home” (¥t — MBI EMRNWE), have strong market
recognition in the PRC. We believe this market recognition is a result of our high quality products
and services as we aim to provide our customers with not only pleasant and comfortable homes
in a clean and safe environment, but also higher living standards supported by comprehensive
community facilities and services such as restaurants and catering, shopping, sports and leisure,
transportation, education and domestic assistance. This market recognition has helped us to
achieve our very well established position in the PRC property market.
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We aim to strengthen the confidence and trust of our customers in our products and services,
and to secure repeat customers and referrals for us, through an emphasis on quality property
management and post-sales services. We believe that our strong financial performance
demonstrates the trust that we have built with our customers and the recognition of our brand
name and the quality of our products.

We have a highly effective management structure, experienced management team and
professional workforce

We believe we have a highly effective management structure. Our headquarters in Guangdong
Province vertically manages the principal functions of our operations, including land acquisitions,
project design, human resources, financing planning and raw material procurement. As we
expand into markets outside Guangdong, we have delegated certain functions such as project
management and marketing to our project companies to facilitate smooth project execution,
thereby enabling them to cater to local characteristics, shorten development cycles and quickly
respond to changes in local market conditions.

Our senior management team has extensive industry knowledge, management skills and
operating experience. Most of our management have been with us since our inception. In
particular, Yeung Kwok Keung, our co-founder, has remained with our Company and has focused
on our property development business since 1997. We believe management’s interest is aligned
with our interest given their substantial shareholdings in our Company. As of the date of this
offering memorandum, our senior management (principally composed of our directors) in
aggregate held an approximate 57.93% interest in our Company (excluding underlying shares).

Business strategies

Continue to focus on core property development business with a well balanced mix of property
developments within and outside Guangdong Province

We intend to continue to grow our core property development business. We will actively look for
suitable opportunities to develop residential communities in suburban areas of first-tier cities in
the PRC as well as attractive opportunities in the newly urbanized town centers of second- and
third-tier cities in the PRC where we believe we have promising economic growth potential. We
believe this strategy is not only in line with China’s urbanization trend of expanding existing
urban boundaries of major cities and creating new urban clusters around second- and third-tier
cities, but also complements our successful formula of controlling costs through our low-cost land
bank, large-scale production and quick asset turnover. We will also continue to selectively look
into opportunities outside of China as opportunities arise.

Since 2006, we have gradually expanded our operations outside Guangdong Province into 21
other provinces, five autonomous regions and four provincial level municipalities in China, as
well as into Malaysia, Australia, Indonesia, India, Hong Kong, the United States, Thailand, the
United Kingdom and New Zealand. We believe our geographical diversification efforts have
provided us with a well balanced mix of property developments within and outside Guangdong
Province in the PRC. Guangdong Province, which is one of the most affluent provinces and fastest
growing economies in China, will remain our principal market. Guangdong Province recorded a
GDP per capita of approximately RMB81,089.0 in 2017, which is higher than the national average
in 2017. We intend to continue to leverage our local knowledge and market reputation in
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Guangdong Province to further grow our business there. At the same time, we will continue to
develop our existing projects in markets outside Guangdong Province, which have seen increased
average selling prices over the years. Where suitable opportunities arise, we will also acquire
more land and enter into new markets with high growth potential, within or outside the PRC.
For example, we have expanded into and have five projects in Malaysia, two projects in Australia,
three projects in Indonesia, three projects in India, two projects in Hong Kong, two projects in
the United States, one project in New Zealand and six projects in Thailand as of December 31,
2019.

We also intend to continue to develop high quality hotels in our large residential communities,
as we believe they enhance the value and attractiveness of our residential community projects.
We believe this strategy also improves our competitiveness during the land tender process, as
high quality hotels are seen by local governments of second- and third-tier cities in the PRC as an
important feature to attract visitors and improve the commercial appeal of the environment. We
may consider engaging, and are currently in discussions with, certain international management
firms to manage some of our hotels to further enhance the value of our hotel properties.

Continue to focus on developing properties having an attractive value-to-price ratio

We intend to continue to focus on our strategy of providing our customers with high-value
properties at competitive prices. We will continue to leverage our expertise and industry
experience to develop large-scale integrated residential communities featuring value-added
facilities and services that cater to a broad end-user driven customer base. Our facilities include
clubhouses, hotels, supermarkets, schools, clinics, sports and recreational facilities as well as food
and beverage outlets, and our services include childcare, domestic assistance, property
management, security and shuttle bus services for residents both within the projects as well as
from projects to city centers. We endeavor to develop and refine our product design to
accommodate changing market conditions and consumer preference. We will also encourage
creativity and innovation in our product design through collaboration between our in-house
experts and third-party professionals.

Maintain prudent financial management policies

We will continue to closely monitor our capital and cash positions, gauge our development scale
and time our land acquisition and development schedule accordingly. We have budget and
financing planning and cash management at the project level as well as the group level. We will
continue to carefully manage our development costs for each project during the course of its
development, with an emphasis on cost reduction and cost efficiency. We will actively manage
our sales and pre-sales to ensure adequate cash flow for our ongoing capital requirements. We
will also remain disciplined in our capital commitments and seek to maintain a balanced capital
structure.

Further strengthen our leading position and brand name recognition nationwide

We plan to further strengthen our leading position and our “Country Garden” brand name
recognition in Guangdong Province and across China. To distinguish ourselves from our
competitors, we plan to continue to promote the “five-star home” motto and apply this to the
services offered to our existing and prospective customers to improve the living environment of
our customers. We will continue to encourage our existing customers to refer potential
purchasers to us through incentive schemes.
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Enhance effective internal management and controls

We intend to continue to adopt the best practices and standards in the industry for corporate
governance and internal controls, drawing on senior management’s expertise and experience to
facilitate our operations and expansion. We intend to further streamline our internal
management functions by clearly defining the responsibilities of each operating unit to ensure
orderly and efficient operations and rapid responses to changes in market conditions.

We will continue to incentivize our management and employees and seek to attract and retain
talent through a competitive remuneration package. We will continue to provide our employees
with a variety of training and development programs to assist in their career development. We
will also actively recruit new talent to optimize our human resources and enhance the
productivity and competitiveness of our workforce.

Implement our business diversification strategy

We plan to implement our business expansion plans through our entrance to the robotics and
agriculture sectors and intend on making additional investments in these sectors to capitalize on
market demand and explore alternative revenue streams. In July 2018, we made our first
investment into the robotics business, deploying capital to research and develop robotics for a
selective range of industries, including construction, interior decoration, inspection, sanitation,
healthcare, agriculture, logistics and artificial intelligence, which could bring operational
synergies to our existing business. We currently have projects in the high-tech space seeking to
develop robotics which can help in the context of the food industry, automated factories and the
manufacture of computer chips.

In addition to the high-tech space we are also exploring opportunities to further develop modern
agriculture techniques and contribute to the revitalization of the rural economy. The scope of
services we intend on offering touch upon crop farming, animal husbandry, seed development
and modification as well as agricultural machinery and mechanization. In order to develop such
agricultural technologies we have engaged industry professionals to help us develop our
technology and know-how and intend to collaborate with farmers to pilot some of the
technologies we have and will in the future develop.

Adhere to the goals of poverty alleviation and contributing to society

We believe that relationships with local communities in and around the areas in which we
operate, and the PRC more generally, are important for our business. We practice corporate
social responsibility policies which foster empowerment and entrepreneurship, creating
economically self-sustaining communities through job creation and investing in the economy of
such communities through building modern agriculture parks, community operated factories and
poverty alleviation workshops. Furthermore, as we believe that education is the key to poverty
alleviation we have implemented education foundations and schools providing completely free
education. Our Group and its founders have donated over RMB6.4 billion (US$919 million) to
public welfare and charity since establishment.

Recent Developments
Issuance of Senior Notes

On January 14, 2020, we issued the January 2027 Notes and January 2030 Notes. See “Description
of other material indebtedness.”
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Elevators installation and Other Services Framework Agreement with CG Services

On March 18, 2020, the company entered into the Elevators Installation and Other Services
Framework Agreement with Country Garden Services Holdings Company Limited (“CG Services”,
together with its subsidiaries, “CG Services Group"”), related to provision of elevators installation
and other Services for a term commencing March 18, 2020 until December 31, 2020. Transactions
under this agreement constitute continuing connected transactions since CG Services is a 30%-
controlled company indirectly held by Yang Huiyan, an executive Director and our controlling
shareholder. We believe we will be able to benefit from the services provided by CG Services
Group in terms of efficiency and reliability given CG Services Group is our constant service
provider with its professional knowledge, quality services and competitive prices.

Public Issue of Domestic Corporate Bonds

On April 2, 2020, we announced the public issuance of the first tranche of the domestic corporate
bonds (the “First Tranche Domestic Corporate Bonds"”) of face value of not exceeding RMB8.538
billion to qualified investors by Country Garden Real Estate Group Co., Ltd. (“CG Real Estate”), a
wholly-owned subsidiary of the Issuer. The actual issue size of the First Tranche Domestic
Corporate Bonds is RMB3.4 billion, with a coupon rate of 4.2%. The maturity of the First Tranche
Domestic Corporate Bonds is five years, with an option for CG Real Estate to adjust the coupon
rate and a sell-back option for investors at the end of the third year.

Issue of Islamic Medium Term Notes

On March 2, 2020 Country Garden Real Estate Sdn. Bhd., our wholly-owned subsidiary in
Malaysia, issued two Islamic medium term notes (“IMTN") pursuant to an Islamic medium term
notes program of Malaysian Ringgit 1,500,000,000 (equivalent to approximately HK$355,340,000)
in nominal value, based on the Shariah principal of Murabahah (via a Tawarruq arrangement)
(the “IMTN Program™).

The first IMTN issuance is at a par value of Malaysian Ringgit 100,000,000 with a coupon rate of
5.700% per annum and the term is seven years. The second IMTN issuance is at a par value of
Malaysian Ringgit 100,000,000 with a coupon rate of 4.750% per annum and the term is one
year.

On March 27, 2020 Country Garden Real Estate Sdn. issued one IMTN, at a par value of Malaysian
Ringgit 295,000,000 with a coupon rate of 5.25% per annum and the term is five years.

Grant of Share Options

On March 30, 2020, we offered to grant an executive director of the Company a total of
18,587,411 share options under the share option scheme adopted by the Company on May 18,
2017 which subject to the acceptance of the share options by the grantees, will enable the
grantees, upon full exercise of all such share options, to subscribe for an aggregate of 18,587,411
new shares of HK$0.1 each in the share capital of the Company for HK$9.0300 per share option.

On May 12, 2019, we offered to grant three executive directors of the Company a total of
523,467 share options under the share option scheme adopted by the Company on May 18, 2017
which, subject to the acceptance of the share options by the grantees, will enable the grantees,
upon full exercise of all such share options, to subscribe for an aggregate of 523,467 new shares
of HK$0.1 each in the share capital of the Company for HK$10.0400 per share option.
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Recent accident and remedial response at Yulin Country Garden

On May 16, 2020, an accident occurred at one of our projects in Guangxi, Yulin Country Garden,
involving the fall of a construction elevator and resulting in the deaths of six construction
workers. Local authorities have promptly begun, and we are fully cooperating with,
investigations into the accident. We have suspended construction work at Yulin Country Garden
and other projects in Guangxi to undertake a comprehensive review to identify safety hazards at
such construction sites. On May 17, 2020, we voluntarily initiated a project level review of
construction site safety hazards at our projects nationwide. The review will initially be carried out
over a six-day period and will be focused on identifying and rectifying safety hazards involving
large machineries, high-rise scaffolding, foundation pits and other high-risk areas of
construction. We plan to take further measures to strengthen construction site management and
management of cooperation partners and contractors. See “Risk Factors—Risks relating to our
Business—We have recently experienced safety accidents at certain of our construction sites.”

COVID-19 Pandemic

The COVID-19 outbreak, which may have first appeared in Wuhan, china at the end of 2019, has
affected more than 80,000 individuals in China and more than 4 million individuals worldwide.
On March 11, 2020, World Health Organization declared COVID-19 outbreak a pandemic. Several
cities in China where we have significant land bank and operations had imposed travel
restrictions in an effort to curb the spread of the highly infectious COVID-19. The COVID-19
outbreak has affected our business operation and financial condition. During the three months
ended March 31, 2020, our revenue and contracted sales declined as compared to the
corresponding period in the prior year due to the impact of COVID-19. However, the PRC central
and local governments have taken various measures to manage cases and reduce potential
spread and impact of infection, and further introduced various policies to boost the economy and
stimulate the local property markets. Since April 2020, China and some other countries gradually
lifted stay-at-home orders and began to resume work and school at varying levels and scopes. As
a consequence, we experienced a recovery in our contracted sales in April 2020. Given the
uncertainties as to the development of the outbreak at the moment, it is difficult to predict how
long these conditions will persist and to what extent to which we may be affected. We cannot
assure you that our business, financial condition and results of operations will not be materially
and adversely affected. See "“Risk Factors—Our results of operation, financial condition and cash
flow may be adversely and materially affected by the COVID-19 pandemic.”

Overview of our property developments

We have obtained all the relevant land use rights certificates for land of our completed
properties and obtained all or a portion of land use rights certificates for land of our properties
under development. Further, we have property interests derived from land use rights transfer
agreements, compensation agreements or land grant contracts to develop residential properties
in various cities in Guangdong Province, Fujian Province, Jiangsu Province, Hubei Province, Anhui
Province, Shandong Province, Sichuan Province, Zhejiang Province, Hunan Province, Chongqing
Municipality, Jiangxi Province, Guangxi Zhuang Autonomous Region, Hainan Province, Liaoning
Province, Henan Province, Guizhou Province, Tianjin Municipality, Shanxi Province, Shaanxi
Province, Hebei Province, Zhejiang Province, Yunnan Province, Inner Mongolia Autonomous
Region, Xinjiang Uygur Autonomous Region, Tibet Autonomous Region, Ningxia Hui
Autonomous Region and Heilongjiang Province. As of December 31, 2019, we had not yet
obtained land use rights certificates to these parcels of land and these land parcels are vacant
land for future development purposes.
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In the PRC, the relevant properties in a property development project are treated as completed when the
local government authorities issue a Construction of Properties and Municipal Infrastructure Completed
Construction Works Certified Report (5 E&#4% THM BN TFA% THIHRE). The relevant
properties in a property development project in the PRC are treated as having received that certification
when we have provided the relevant government authorities with, among other things, the following
documents and when an official seal has been affixed to the inspection-for-completion form:

e Relevant approvals and acceptance documents from the bureau of planning, public
security and fire services and environmental protection;

e Completed Construction Works Certified Report (&% L% TERIk ),
e Construction Permit (5% LAt L7 rl #%);
e Project Quality Assessment Report (LFE &P );

¢ Quality Inspection Report on Investigation and Design Documentation (Hh%5 - &5l SciE
Bi&iE), and

¢ Inspection Report on the Quality of Construction Projects (&% THE & BB i 5.

A property in the PRC is treated as “under development” immediately following the issuance of
the Construction Permit until the time of issuance of the Certification of Completion.

Unless otherwise indicated, we have obtained the relevant land use rights certificates,
development and operation rights or land title for our properties referred to in this offering
memorandum. As our projects typically comprise multi-phase developments that are developed
on a rolling basis, a single project may include a number of phases that are variously completed,
still under development or held for future development.

The site area information for an entire project is based on the relevant land use rights
certificates, development and operation rights or land title. The aggregate GFA of an entire
project is calculated by multiplying its site area by:

e the plot ratio specified in other approval documents from the local governments
relating to the project;

¢ the maximum permissible plot ratio as specified in the relevant land grant contracts; or
¢ such lower plot ratio as we reasonably expect to be able to develop for such project.

The aggregate GFA of a project includes both saleable and non-saleable GFA. Non-saleable GFA
refers to certain communal facilities, including transformer rooms and guard houses.

A property is treated as “sold” when the purchase contract with a customer has been executed and
the property has been delivered to the customer. Delivery is deemed to take place on the date
stated on the property delivery document. A property is treated as “pre-sold” when the purchase
contract has been executed but the property has not yet been delivered to the customer.

The project names used in this offering memorandum are the names that we have used, or
intend to use, to market our properties.
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As of December 31, 2019, our project companies had entered into land grant contracts or land
grant confirmation letters in respect of land in various cities in Guangdong Province, Fujian
Province, Jiangsu Province, Hubei Province, Anhui Province, Shandong Province, Sichuan Province,
Zhejiang Province, Hunan Province, Chongqing Municipality, Guizhou Province, Jiangxi Province,
Qinghai Province, Hainan Province, Tianjin Municipality, Shanxi Province, Shaanxi Province, Hebei
Province, Guangxi Zhuang Autonomous Region, Liaoning Province, Henan Province, Shanghai
Municipality, Beijing Municipality, Jilin Province, Gansu Province, Yunnan Province, Inner
Mongolia Autonomous Region, Xinjiang Uygur Autonomous Region, Tibet Autonomous Region,
Ningxia Hui Autonomous Region and Heilongjiang Province. We have not yet paid any portion of
the land premium for certain parcels of such land. As of December 31, 2019, we had not obtained
land use rights certificates or land title in respect of these parcels of land. We cannot assure you
that we will obtain the land use rights certificates or land title in respect of these parcels of land
in a timely manner or at all. Further, we have not commenced any construction or preparation of
construction relating to these parcels of land, nor do we have any detailed plans for them.
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Description of our property projects

The following maps show the regions where our 2,512 projects in China are located as of
December 31, 2019:
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In terms of a breakdown of our Group’s domestic contracted sales in the PRC, as of December 31,
2019, approximately 44% of our Group's contracted sales were derived from our projects which
targeted the first and second-tier cities in China, while approximately 56% of our Group’s
contracted sales in the PRC were derived from our projects that targeted third- and fourth-tier
cities.

As of December 31, 2019, we had five projects in Malaysia, two projects in Australia, three
projects in Indonesia, three projects in India, two projects in Hong Kong, two projects in the
United States, one project in New Zealand and six projects in Thailand.
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Property development
Our property development and project management procedures

We integrate our resources to conduct land acquisition, planning, project design and construction,
sales and post-sales support, and a series of development works. These areas are coordinated and
supervised by our central management and carried out by our various functional departments,
subsidiaries, and affiliates. We have also established a regional project management structure with a
view to further strengthening our project management capabilities and efficiency as our operations
continue to grow both inside and outside Guangdong Province. Under this regional project
management structure, we currently divide our property development operations into 38 regions.
Each region has a designated regional director responsible for overseeing property development.

Site selection

Site selection is a fundamental step in our property development process. A team of full-time staff
members is designated for identifying sites in the PRC, Malaysia, Indonesia and Australia for
prospective property development. Our pre-acquisition site visits and investigations, in conjunction
with research and analysis, enable us to understand the general trends and specific conditions of
target property markets when assessing the suitability for development of a particular site. When
selecting sites for our development projects, we usually apply the following criteria:

¢ geographical location of the development sites, for example, proximity and accessibility
to city centers or business districts;

e property market conditions in the vicinity of the development site;
¢ |local urban planning and specifications; and
e estimated cost, investment and financial return.

Our marketing and sales center and our design service providers are involved in the early stages
of the site identification process. The marketing and sales center carries out research and analysis
relating to potential market demand. Design services, including planning and concept design, are
provided by Guangdong Elite Architectural Co., Ltd. (“Guangdong Elite Architectural Co., Ltd.”),
which is our affiliate and principal design service provider.

Upon completion of the preliminary feasibility studies, our executive directors become closely
involved in the assessment process by conducting on-site visits before deciding whether to
proceed with the acquisition of a site.

Once we have decided to acquire a site, Guangdong Elite Architectural Co., Ltd. begins its
preliminary site-planning work.

Land acquisition

Prior to July 2002, we acquired some of our land use rights through a land grant contract or a
land transfer agreement entered into with local government authorities. Since July 1, 2002, the
PRC government introduced regulations requiring that the land transferred from government
authorities be sold by a public tender, auction or listing-for-sale. Prior to submitting a tender, we
analyze the market and estimate the budget required to develop the project. To acquire a parcel
of land, we first need to be successful in the public tender, auction or the listing-for-sale process.
In addition, we may also acquire corporate entities that hold land use rights or property projects.
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As of December 31, 2019, most of our land banks were located in Guangdong, Jiangsu, Hunan,
Henan, Shandong, Anhui, Guangxi, Hubei, Guizhou, Zhejiang and other provinces, representing
21%, 9%, 8%, 7%, 6%, 5%, 5%, 4%, 4%, 4% and 27% of our total GFA in China, respectively.

As of December 31, 2019, we had an aggregate saleable GFA under development and for future
development of approximately 252,188,915 sg.m. for which we have obtained the relevant land
use rights certificates, development and operation rights or land title. We estimate that our
current land reserves will be sufficient for our development needs for the next three to five
years.

In addition, as of December 31, 2019, our project companies had entered into land grant
contracts or land transfer contracts in respect of land in various cities in Guangdong Province, 21
other provinces, five autonomous regions and four municipalities in China, for which we have
applied or were in the process of applying for land use rights certificates or land title.

In certain cases where we are interested in acquiring land in the PRC, we assist local governments
in clearing the land and relocate the original residents so that the land is ready for tender,
auction and listing-for-sale. In such cases, we enter into land clearance agreements with the
relevant land authorities, under which we are reimbursed for expenses we incur for land
clearance and relocation and we are entitled to a portion of the profit realized by the local
government on the land sale. We do not control the timing of the sale of the land use rights in
the land that we have cleared, nor do we set the price for which such land use rights are sold.
Sales of the land use rights are conducted by the relevant local government land authorities,
through a bidding, auction or listing-for-sale process. If we are interested in bidding for the land,
we are required to go through the tender, auction and listing-for-sale process as with other
developers and there can be no assurance that we will win the bid. See “Risk factors—Risks
relating to our business—We may not receive full compensation for assistance we provide to
local governments to clear land for government land sales.”

Our ability to acquire land for development is subject to extensive regulations issued by the PRC
central and local governments. Further to the requirement of public tender, auction and listing-
for-sale, on September 28, 2007, the Ministry of Land and Resources issued a new 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 or commence
development on the land, effective November 1, 2007.

On November 18, 2009, the Ministry of Finance, the Ministry of Land and Resources, PBOC, the PRC
Ministry of Supervision and the PRC National Audit Office issued the “Notice on Further Enhancing
the Revenue and Expenditure Control over Land Grant” (B —3 5 1 i s S B LAY ),
which raises the minimum down payment for land premiums to 50% of the total premium and
requires the land premium to be fully paid within one year of signing a land grant contract, subject
to limited exceptions.

On March 8, 2010, the Ministry of Land and Resources issued the “Circular on Strengthening Real
Estate Land Supply and Supervision” (B0 5 bz F AL R 27 B R A% ) under which the
minimum price for a given land transfer is required to be equal to at least 70% of the benchmark
price for land in the surrounding locality and the bidding deposit for such land transfer is
required to be equal to at least 20% of the applicable minimum transfer price. Property
developers are also required to pay 50% of the land premium (taking into account any deposits
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previously paid) as a down payment within one month of signing a land grant contract and the
total amount of land premium is to be paid in full within one year of the date of the land grant
contract, subject to limited exceptions.

On May 23, 2012, the Ministry of Land and Resources issued the “Catalog of Restricted Use of
Land (2012 Version Supplement)” (FR#ilAMIEH H#Q0124F414i4%)) and the “Catalog of
Prohibited Use of Land (2012 Version Supplement)” (ZEi-AHIEH H 8 (201245434 4i4%)) which
provides that the area of a parcel of land granted for commodity housing development must not
exceed seven hectares in small cities (towns), 14 hectares in medium cities or 20 hectares in large
cities.

As a result of these regulations, property developers in the PRC are no longer allowed to bid for
a large piece of land, make partial payment, and then apply for a land use rights certificate for
the corresponding portion of land and commence development, which was the practice in many
Chinese cities. The implementation of these regulations may increase land transfer prices and
require property developers to maintain a higher level of working capital. We cannot assure you
that we will be able to acquire land suitable for development at a reasonable cost or that our
cash flow position, financial condition or business plans will not be materially and adversely
affected as a result of the implementation of these regulations. We believe that larger property
developers like ourselves generally are in a better position to compete for large pieces of land
because they normally are in a stronger financial condition.

In Malaysia, Australia, Indonesia, India, Hong Kong, United States and Thailand, we rely on local
counsel and consultants to guide us through the land acquisition process and assist us in entering
into various sales and purchase agreements to acquire land sites for development.

Financing property developments and land premium

We finance our property developments through a combination of internal funds derived from
sales proceeds and shareholder contributions as well as external financings mainly through
bank loans and equity and debt financing in the international capital markets. We typically use
internal funds and proceeds from capital markets financings to pay for the land acquisition costs
and use internal funds and project loans from PRC and Malaysian banks to finance the initial
construction costs for our property developments. External financing therefore is an important
source of funding for our property development projects. As of December 31, 2019, our
outstanding borrowings (including bank and other borrowings, the 2021 Notes, the 2020 Notes,
the January 2023 Notes, the September 2023 Notes, the 2026 Notes, the 2022 Notes, the January
2025 Notes, the March 2021 Notes, the January 2022 Notes, the January 2024 Notes, the 2023
Convertible Bonds, the April 2022 Notes, the April 2024 Notes, the April 2026 Notes, the
September 2025 Notes, other permitted pari passu secured indebtedness and corporate bonds)
amounted to RMB369,603 million (US$53,090 million). Our operations generate cash through
pre-sales after the properties meet the requirements of pre-sale under PRC, Malaysian, Indonesia
and Australian regulations. Such proceeds from pre-sales, together with the project loans, are the
major sources of funding for the construction of our property developments.

On June 5, 2003, PBOC published the Notice on Further Strengthening the Management of Loans
for Property Business (H7[E A R$R4T B i — 25T )75 b a5 5 S8 236 2 193 A1), which prohibits commerecial
banks from advancing loans to fund the payment of land premiums. As a result, property
developers may not use PRC bank loans to pay for land premiums. Following the publication of this
notice, we have paid land premiums from the proceeds from the sale of properties and not from
any of our outstanding bank borrowings. We plan to continue to use the proceeds from the sale of
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our properties, our other internal funds and proceeds from capital market financing to finance our
future land premium payments. In addition, pursuant to the Guidance on Risk Management of
Property Loans of Commercial Banks ({28175 iz 30 R S & #4551), issued on September 2, 2004,
any property developer applying for property development loans must have, as its own working
capital, at least 35% of the project capital required for the development. In May 2009, to combat
the impact of the global economic slowdown and to encourage domestic consumption, the State
Council issued the “Notice for Adjusting the Capital Ratio for Fixed Assets Investment Projects” (I
BBe B s e B G H B G AL L FIRYEST). Under this notice, the internal capital ratio for
protected housing projects and ordinary commodity housing projects was lowered from 35% to
20%, and the internal capital ratio for other property projects was lowered from 35% to 30%,
which was further decreased to 25% in September 2015. However, in an attempt to control the
growth of the PRC property market, the PRC government in November 2009 raised the minimum
down payment to 50% of the total land premium and on March 8, 2010, the Ministry of Land and
Resources issued the circular on Strengthening Real Estate Land Supply and Supervision (Bt i 5
b A b E R 5 45 B ) R 9 8 401) under which property developers are required to pay 50% of the
land premium as a down payment within one month of signing a land grant contract and the total
amount of land premium is to be paid in full within one year of the date of the land grant
contract, subject to limited exceptions. Such policy may constrain our cash otherwise available for
additional land acquisition and construction in the PRC.

We obtain project loans from a number of commercial banks in the PRC and in Malaysia,
including major PRC banks such as Agricultural Bank of China, Industrial and Commercial Bank of
China, Bank of China, China Construction Bank and Guangdong Development Bank, as well as
major Malaysian banks such as Bank of China (Malaysia) Berhad, CIMB Bank Berhad, HSBC Bank
Malaysia Berhad, Industrial and Commercial Bank of China (Malaysia) Berhad, Public Bank Berhad
and Malayan Banking Berhad.

We cannot assure you that we will be able to continue to obtain sufficient bank loans or facilities
in the future. See “Risk factors—Risks relating to our business—We may not have adequate
funding resources to finance land acquisitions or property developments, or to service our
financing obligations.”

Project design work

Our general design work is mainly undertaken by Guangdong Elite Architectural Co., Ltd., which
is an affiliate of our controlling shareholder and provides services to us on a priority basis. Our
landscaping and greenery design is mainly undertaken by Foshan Shunde Oasis Greenery Design
Co., Ltd., an independent third party. In Malaysia, both Guangdong Elite Architectural Co. and
Foshan Shunde Oasis Greenery Design Co., Ltd. also work with local consultants to ensure their
designs meet the standards set by relevant Malaysian government agencies. In Australia, we
generally outsource our general design work to local independent third parties, and for
landscaping and greenery design work, we plan to outsource them to independent third parties.

The design companies become involved in planning research and preliminary design work for a
development project at the site selection and land acquisition stages. When determining the
design of a particular property development, the designers and engineers generally consider the
recommendations of our marketing and sales center regarding product mix, project location and
market conditions, as well as the regulatory requirements regarding the design. Involving the
design companies at an early stage allows for the formulation of a preliminary design when we
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are negotiating with the government, enabling us to commence construction shortly after the
requisite approval to develop a parcel of land has been granted. The overall time needed to
complete the development is therefore reduced.

Construction work and procurement
Construction work

The construction phase of a development project in the PRC begins once we obtain the Construction
Permit for the project. The general project management department is responsible for the overall
coordination and allocation of responsibilities in respect of the construction of each project area at
different stages and supervises the progress of construction work. Prior to that, our project cost
management department prepares the overall budget for a development at different stages. We set
up a project company for each project to manage the whole property development project. The
project company has a project manager, a project management department, a finance department
and a sales department, all of which report to their corresponding functional departments at our
headquarters.

Giant Leap Construction Co., our wholly owned subsidiary, currently undertakes most of the
construction work for our development projects in Guangdong Province. Apart from a few
related parties and other third parties, we are the principal customer of Giant Leap Construction
Co.

For property projects outside Guangdong Province and overseas such as in Malaysia, Australia,
India, Indonesia, New York and Thailand, we generally outsource the construction work to third
party contractors to leverage on their local expertise. In addition, when Giant Leap Construction
Co. does not have adequate resources to deal with a particular development or when the
projected profits from a project are not economically attractive, we outsource project
construction work in whole or in part to independent third parties. In such outsourcing cases, we
select construction contractors through a tender process organized by our project cost
management department. On a selective basis, we may also consider acquiring or setting up local
construction companies in our major markets outside Guangdong Province. We have so far
established local construction companies for our projects in areas including Anhui Province and
Liaoning Province, etc. In Malaysia, we have also set up regional offices of Giant Leap
Construction Co. to support the work of our third party contractors there. For property projects
in Indonesia, we have outsourced the construction work to local independent third party
construction contractors and plan to do the same for the projects we intend on developing in
other locations outside the PRC.

Under PRC national laws and regulations, a tender process is usually required to select the contractors
for public construction projects. When a tender process is required for one of our projects, the Tender
Law of the PRC (3 A R 3L B8 1545 453%) will apply. Certain local governments in the PRC may require
that all construction projects go through a tender process.

Because of the growth in the number of our projects and their geographical coverage, we expect
that we will continue to engage the services of independent construction contractors, particularly
for projects outside Guangdong Province and overseas such as in Malaysia, Australia, India,
Indonesia, New York and Thailand. See “Risk factors—Risks relating to our business—We rely on
independent contractors.” Without any long-term construction outsourcing contracts in place,
we intend to work with a number of qualified contractor candidates in order to create a
competitive environment among them.

134



Procurement

Currently, some of the construction work for our projects in the PRC is undertaken by Giant Leap
Construction Co., our wholly owned subsidiary. Some of the supplies, including equipment and
material, for our construction work undertaken by Giant Leap Construction Co. are centrally
procured through our procurement department. Our procurement department typically solicits
price quotes from at least two prospective suppliers, negotiates the price and other terms with
them and finalizes the purchase arrangements with the winning supplier by signing price
confirmations for regular supplies and executing procurement contracts for major equipment
and constructions. Each transaction is initiated by a purchase order from our procurement
department, and the suppliers are asked to deliver the supplies to locations specified by the
relevant project companies or to our central warehouse, which has a computerized record-
keeping system for inventory. Our centralized procurement system gives us more bargaining
power and better cost control, enabling us to benefit from economies of scale.

When we outsource the construction work for a project to a third party contractor, the
contractor generally undertakes the procurement of key construction materials such as steel,
cement, sand and stone according to the specifications provided in the construction contract. The
total contractor fee takes into account the costs of these materials and the construction contract
typically allows adjustment to the total contractor fees if at the time of purchases, the prices of
such construction materials have fluctuated beyond the range stipulated in the construction
contract.

Fitting and decoration work

The finishing of most of our projects includes fitting and decoration in accordance with the
standards set out in our design specifications for the project. Our wholly owned subsidiary, Finest
Decoration Co., provides most of the fitting and decoration services for our projects in the PRC
and Malaysia. Finest Decoration Co. is expected to continue to provide fitting and decoration
services exclusively for our projects in the future. We also outsource some components of the
fitting and decoration work to independent third parties through a tender process.

Quality control

We have established procedures to ensure that the quality of our properties and services comply
with relevant regulations and meets market standards. Quality control procedures are
implemented by the relevant functional departments as well as by each project company. For
each property development project in the PRC, quality inspections and regulatory compliance
reviews are carried out by the construction company, construction supervisory companies and our
project management department.

In accordance with the PRC regulations, we engage the services of PRC-qualified third-party
construction supervisory companies to supervise the construction of our property developments.
These construction supervisory companies oversee, under a construction supervision contract, the
progress and quality of the construction work of a property development throughout the
construction phase. We select construction supervisory companies through a tender process.

In Malaysia, Indonesia, Australia and the other markets in which we have operations, to ensure
construction quality, the relevant departments of our project companies work closely with local
government agencies and consultants to perform site checks and supervise the construction
process.
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Pre-sales

Pre-sale of our property units commences before the completion of a project or a project phase.
Under the Law of the Administration of Urban Real Estate of the PRC and the Administrative
Measures governing the Pre-sale of Urban Real Estate (W7if /s H& & HH#HE), as amended in
2001 and 2004, we must comply with the following conditions before pre-sales of a particular
property in the PRC can commence:

¢ the land premiums must have been fully paid and the land use rights certificates must
have been obtained;

¢ the construction works planning permit and construction project building permit must
have been obtained;

e the funds contributed to the development of the property developments where
property units are to be pre-sold must reach 25% or above of the total amount to be
invested in the project, the project must comply with the relevant governmental
regulations and the expected completion date and delivery date of the construction work
must have been ascertained; and

® pre-sale permits must have been obtained from the county-level construction bureau or
property administration authority.

According to the Notice on Further Enhancing the Supervision of the Real Estate Market and
Improving the Pre-sale System of Commodity Housing (B4 E— 25 s [ b s w745 B 8 50 35 v S 1 17 Te 1
FEA B %) issued by the MOHURD on April 13, 2010, the property developers are not allowed
to charge the property purchasers any deposit, pre-payment or payment of the similar nature prior to
obtaining the pre-sale permit.

Local governments have also implemented regulations relating to pre-sales of properties. Some
of these regulations contain stricter requirements than the central government regulations. We
are subject to these local regulations in areas where we have property developments.

Under PRC law, the proceeds from the pre-sales of our properties must be deposited in escrow
accounts. Before the completion of the pre-sold properties, the monies deposited in these escrow
accounts may only be used to purchase construction materials and equipment, make interim
construction payments and pay taxes, subject to prior approval from the relevant local
authorities. See the section headed “Regulation” to this offering memorandum for further
information on PRC regulations that relate to pre-sales. See also “Risk factors—Risks relating to
our business—We face contractual and legal risks relating to the pre-sale of properties, including
the risk that property developments may not be completed and the risk that changes in laws and
regulations in relation to the pre-sales of properties may adversely affect our business, cash flow,
financial condition and results of operations.”

Under the laws in Malaysia, we must receive the following approvals before launching the pre-
sales of a particular property:

e planning approval, development order, approved building plan; and
¢ developer license and advertisement permit (APDL)

Under relevant property laws in New South Wales, there is no pre-sale requirement for off-plan
apartment sales. However, deposits are typically held in trust accounts to protect interests of the
buyers and the developers.
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Marketing and sales

Our marketing and sales center is responsible for formulating and implementing our marketing
and sales strategies. We support our marketing and sales activities through cooperation with
external professional marketing and sales service providers. As of December 31, 2019, our
marketing and sales team comprised approximately 30,163 employees.

Our marketing and sales center is involved in our property development starting from the early
stages and provides its input at key steps. When a potential project is identified by our
investment department, our marketing and sales center conducts local property market research
and studies the government’s land policies. Before we decide to acquire land, our marketing and
sales center provides the results of the research and analysis of the relevant parcels of land.
During the land acquisition process, our marketing and sales center provides suggestions on the
site plan and design. During the project design and construction processes, our marketing and
sales center also works closely with our project design companies to formulate, modify and
execute a design plan according to consumer preferences and market feedback. Our sales team
regularly provides customer feedback to Guangdong Elite Architectural Co., Ltd. and other
departments for future improvements.

Customers

Local residents in Guangdong Province have historically been our core customer base. We expect
to gradually broaden our customer base geographically as our projects outside Guangdong
Province commence pre-sale and sale. A substantial portion of the purchasers of our overseas
projects are, and are expected to continue to be, PRC persons. See “Risk factors—Risks relating to
the PRC—PRC economic, political and social conditions, as well as government policies, could
affect our business. We also sell our properties to residents in Hong Kong, Macau, neighboring
provinces and to residents in Malaysia, Australia and Indonesia, as well as the other markets in
which we have operations. We target a broad base of customers with varied income levels and
backgrounds, with middle-class customers as our primary targets.

Payment arrangements

Our customers in the PRC, including those making pre-sales purchases, can pay with mortgage
facilities arranged with banks. The mortgage payment terms for sales and pre-sales of properties
are substantially the same. All purchasers are required to make a down payment of at least 20%
of the purchase price when executing a purchase contract. A maximum 30-year mortgage loan
for up to 80% of the purchase price may be available from the mortgage banks to the purchasers
who are required to settle such amount within one or three months following the execution of
the sales and purchase contract.

Mortgage financing is subject to extensive regulation in the PRC, including requirements with
respect to minimum down payments and mortgage lending interest rates. See “Regulation—
Legal supervision relating to property sector in the PRC—E. Property transactions—(c) Mortgages
of property” and “Risk factors—Risks relating to our business—Our sales and pre-sales will be
affected if mortgage financing becomes more costly or otherwise unavailable.”

If purchasers choose not to finance their purchase with mortgage loan facilities, they are typically
required to pay at least 30% of the purchase price at the time of the execution of the sale and
purchase contract. In the case of a pre-sale, the remaining balance is payable within one or three
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months following the time of the execution of the sale and purchase contract. In the case of
properties sold after completion, the remaining balance generally is payable within one month
following the execution of the sale and purchase contract. We also offer settlement of purchase
price by installments, under which purchasers are required to pay at least 40% of the purchase
price at the time of the execution of the sale and purchase contract, with the balance to be paid
by installments over a period ranging from six months to five years. The purchase price for
purchasers who settle by installments is generally higher than those who do not do so and is
generally higher for longer installment periods, in order to compensate us for the additional
credit risk that we may be exposed to.

In accordance with market practice, we provide guarantees to banks for mortgage loans offered to
our customers. Generally, our guarantees are released upon the earlier of the issuance of the
individual property ownership certificate (/5 & T A #£#%) to the owner of the property or the certificate
of other rights of property (FibEMIERER) to the mortgage bank by the relevant housing
administration department, which are generally available within three months after we deliver the
relevant property to our customers, or the full settlement of the mortgaged loan by our customers.
Prior to 2003, we also provided long-term guarantees for the mortgage loan of some of our
customers. These long-term guarantees were provided to increase confidence of the mortgage banks
in providing mortgages to our customers in the then less sophisticated PRC property market. These
guarantees are discharged two years from the day the mortgaged loans become due.

In line with customary practice in the industry, we do not conduct independent credit checks on
our customers but rely on the credit checks conducted by the mortgage banks. As of
December 31, 2017, 2018 and 2019, our outstanding guarantees of the mortgage loans of our
customers amounted to RMB214,909 million, RMB319,239 million and RMB348,154 million
(US$50,009 million), respectively. Historically, we have not experienced material losses due to
default of purchases on the mortgages loans. See “Risk factors—Risks relating to our business—
We guarantee the mortgages provided to our purchasers and, consequently, we are liable to the
mortgagee banks if our purchasers default on their mortgage payments.”

In Malaysia, customers can purchase our properties, including through pre-sales purchases, with
mortgage facilities arranged with banks. Unlike in the PRC, we do not provide guarantees to
banks for mortgage loans offered to our customers in Malaysia. Instead, we provide letters of
undertaking for purchasers agreeing to refund the payments made using mortgage loans if we
fail to complete the construction and deliver the properties to the purchasers.

In Australia, customers are required to pay 10% of the purchase price when executing a purchase
contract, which can be made by cash, check or bank guarantee, and the remainder upon
completion of the construction and delivery of the completed property. If the 10% of the
purchase price is made by cash or check, the amount will be deposited into a trust account
managed by our lawyers and will only be made available to us upon delivery of the completed

property.

In Indonesia, customers can purchase our properties, including through pre-sales purchases, with
mortgage facilities arranged with banks. Unlike in the PRC, we do not provide guarantees to
banks for mortgage loans offered to our customers in Indonesia. Instead, we provide letters of
undertaking for purchasers agreeing to refund the payments made using mortgage loans if we
fail to complete the construction and deliver the properties to the purchasers.
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Hotel development and operation

We develop hotels to complement our residential properties. Most of these hotels are located in
our large-scale residential community projects, which we believe have added value to our
residential projects and enhanced our brand recognition.

While we believe that the demand for luxury hotels in China will increase as the economy of the
region continues to grow and that our hotels and resorts will generate recurring income for us in
the long run, we do not focus on the revenue or profit contributions from our hotel business on
a stand-alone basis. Rather, we believe that our hotel business assists in enhancing our brand
name recognition in the property market and contributes to our overall marketing and sales
strategies for, and the overall value of, our residential projects. Most of our hotels are currently
owned and operated by our own hotel companies. We have engaged several international
management firms with respect to our Maritim Hotel, Wuhu, Maritim Hotel, Shenyang, Hilton
Wuhan Optics Valley and Hilton Foshan. Our Maritim Hotel, Wuhu and Maritim Hotel, Shenyang
commenced full operations in December 2010 and July 2011, respectively, and our Hilton Wuhan
Optics Valley and Hilton Foshan commenced full operations in January and March 2014,
respectively. In return for managing and operating these hotels, we agree to pay our hotel
operating management partners a basic management fee based on a percentage of the
respective hotel’s net income, and an incentive fee with reference to the respective hotel’s gross
operating profit. In addition, we have signed a letter of understanding and management
agreement with an international management firm with respect to some of our hotels under
development or planning. We may also consider engaging other international management
companies to manage our hotels.

The availability of our hotel facilities to the residents of our property projects is usually seen as
an attractive feature by potential purchasers of our properties.

Our commitment to building and running hotels in certain localities has received support from
local governments, which seek to improve the local investment environment and attract more
tourist traffic and business establishments to their jurisdictions.

Asian Games City Project

On December 22, 2009, we and two other major property developers in the PRC, Agile and R&F
Properties (R&F) through our and their respective subsidiaries, signed a land grant contract with
the PRC government to acquire the Asian Games City Project. The Asian Games City Project is
located in the Panyu District of Guangzhou City. The project occupies a site area of approximately
2,639,520 sq.m. and is to be developed as part of the Asian Games City for offering residential
and commercial properties with a total planned GFA of approximately 4,380,000 sq.m. The Asian
Games City Project is being developed by the Asian Games City JV, in which we hold a minority
equity interest. See “Risk factors—Risks relating to our business—Disputes with joint venture
partners may adversely affect our business” Part of the Asian Games City Project has been
constructed or is under construction and the Asian Games City JV is in the process of applying for
necessary government approvals for the development of the remaining properties of this project.
We believe that our participation, alongside other major property developers, in this landmark
project will enhance our position in the PRC property market and bolster our market share and
position in Guangzhou City and Guangdong Province. We believe that the successful completion
of the Asian Games City Project will reinforce our status as one of the leading property
developers in the PRC.
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As of December 31, 2019, we hold 27% equity interest and our equity contribution to the Asian
Games City JV totaled approximately RMB1,195.9 million (US$171.8 million). The total land
premium for acquiring the land use rights for this project is RMB25.5 billion which has been paid
as of the date of this offering memorandum.

To finance the Asian Games City Project, the Asian Games City JV has entered into loan facilities
and trust financing arrangements under which we and our four joint venture partners provided
guarantees. As of December 31, 2019, our guarantees for the Asian Games City JV for its
borrowings amounted to RMB768.1 million (US$110.3 million).

Competition

The property industry in the PRC is highly competitive. Competitive factors include the size of
land reserves and the geographical location, the types of properties offered, brand recognition,
price, and design product qualities. Our existing and potential competitors include major
domestic state-owned and private property developers in the PRC, and, to a lesser extent,
property developers from Hong Kong and elsewhere in Asia. A number of our competitors have
greater financial, marketing, land and other resources than we have, as well as greater
economies of scale, broader name recognition, a longer track record and more established
relationships in certain markets. An example of our principal competitors include China Vanke
Co., Ltd. (&R A FR/A ), because they have a presence in the regions in which we operate.
For more information on competition, please refer to the section headed “Risk factors—Risks
relating to our business—Increasing competition in the PRC may adversely affect our business,
financial condition and results of operations.”

In some of the other markets in which we operate outside of Guangdong Province we face
competition from property developers which are more established, have a better understanding
of local rules and regulations as well as a longer track record of success. Additionally, in some of
these other markets our scale may be smaller than the scale we enjoy in markets within the PRC
in which we are more established or have traditionally conducted our business operations,
increasing the cost of doing business in such markets.

Intellectual property rights

Foshan Shunde Country Garden Property Development Co., Ltd. has registered the trademarks
and service marks of “#4:F" in the form of Chinese characters, as well as in the form of logos,
with the PRC Trademark Office (3 ARILFIEBEIER) under various categories including
construction, realty leasing, realty management and realty agency. Foshan Shunde Country
Garden Property Development Co., Ltd has also registered the trademarks and service marks of
“COUNTRY GARDEN" in the form of English characters with the PRC Trademark Office under
various categories including advertisement, business management and human resource
management.

Zhongshan Country Garden Real Estate Development Co., Ltd. has registered the trademarks and
service marks of "FHHEi1"” in the form of Chinese characters with the PRC Trademark Office under
various categories including realty leasing, realty agency and advertisement.

On March 27, 2007, Foshan Shunde Country Garden Property Development Co., Ltd entered into
a trademark license agreement with each of Qingyuan Country Garden Property Development
Co., Ltd. ("Qingyuan Country Garden Co.") Jun’an Golf Club Co. and our original shareholders to
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grant them a non-exclusive right to use the “# " and certain other trademarks and service
marks in respect of their businesses which, apart from Qingyuan Country Garden Co.’s business,
are services ancillary to the housing properties constructed by us. Qingyuan Country Garden Co.
has also granted Holiday Islands Hotel Co., our wholly owned subsidiary, a non-exclusive right to
use the trademarks and service marks of “ffzH>E& Holiday Islands” (with respect to which
Qingyuan Country Garden Co. has applied to register as a trademark in the PRC) in its business
operation pursuant to a trademark license agreement entered into between Qingyuan Country
Garden and Holiday Islands Hotel Co. on March 27, 2007.

We also own the domain names “bgy.cn,” “bgy.com.cn,” “countrygarden.cn” and
“countrygarden.com.cn.” The information contained on our websites is not part of this offering
memorandum.

Insurance

We maintain public liability and assets insurance policies for our properties, the common facilities
and the hotel operating areas of our properties. In addition, we carry social insurance for our
employees, and our property management subsidiaries also maintain property management
liability insurance coverage in connection with their business operations. We do not, however,
maintain insurance coverage for non-performance of contract during construction and other risks
associated with construction and installation works during the construction period. Consistent
with what we believe to be customary practice in the property development industry in China,
we also do not maintain insurance against personal injuries or property damage that may occur
during the construction of our properties, except that we carry accidental insurance
(i.e., employer’s liability insurance) against personal injuries that may occur to construction
workers.

To help ensure construction quality and safety, we have a set of standards and specifications for
the construction workers to follow during the construction process. We engage qualified
supervision companies to oversee the construction process. Under PRC law, the owner or
manager of properties under construction bears civil liability for personal injuries arising out of
construction work unless the owner or manager can prove that it is not at fault. Since we have
taken the above steps to prevent construction accidents and personal injuries, we believe that we
will generally be able to demonstrate that we were not at fault as the property owner if a
personal injury claim is brought against us.

We believe the terms of our insurance policies are in line with industry practice in the PRC.
However, our insurance coverage may not be sufficient for losses and damages that may arise in
our business operations. See "“Risk factors—Risks relating to our business—We do not have
insurance to cover potential losses and claims in our operations” and “Regulation.”
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Employees

As of December 31, 2019, we had approximately 101,784 full-time employees, of which 1,087
hold a doctorate degree. The following table provides a breakdown of our total employees by
responsibilities as of December 31, 2019:

Property development (headquarters)(!) . ... ... .. . 1,888
Property development (regional)@ ... ... . .. . 33,906
Marketing and sales . . ... ... 30,163
Hotel . e 5,163
Construction and fitting management ......... ... ... i e 10,925
O el o e 19,739

101,784
Notes:

(1) Includes employees from cost management, procurement, strategy management, legal and compliance, finance
management, engineering management, investment management, human resources management, operations, customer
services, inspection and logistic personnel departments.

(2) Includes employees from our property development subsidiaries in different regions in China, in Malaysia, in Indonesia
and in Australia where our operations are located.

The remuneration package of our employees includes salary, bonus and other cash subsidies. In
general, we determine employee salaries based on each employee’s qualification, position and
seniority. We have designed an annual review system to assess the performance of our employees,
which forms the basis of our determination on salary raise, bonus and promotion. We are subject to
social insurance contribution plans organized by the PRC local governments. In accordance with the
relevant national and local labor and social welfare laws and regulations, we are required to pay, on
behalf of our employees, a monthly social insurance premium covering pension insurance, medical
insurance, unemployment insurance, maternity insurance and housing reserve fund. We believe the
salaries and benefits that our employees receive are competitive in comparison with market rates.

Our employees do not negotiate their terms of employment through any labor union or by way
of collective bargaining agreements. We believe our relationship with our employees is good. We
have not experienced significant labor disputes which adversely affected or are likely to have an
adverse effect on the operations of our business had occurred.

Environmental matters

We are subject to a variety of laws and regulations concerning environmental protection. See
"“Risk factors—Risks relating to our business—Potential liability for environmental problems could
result in substantial costs.” As of the date of this offering memorandum, except as otherwise
disclosed, we are not in material breach of any applicable environmental laws and regulations
which has led to material penalties imposed by the environmental authorities and there are no
existing material legal proceedings, arbitrations or administrative penalties against us.

Legal proceedings

From time to time, we have been involved in legal proceedings or other disputes in the ordinary
course of our business which are primarily disputes with our customers, contractors, employees
and joint venture partners, and we have not incurred significant legal costs and expenses in
connection with these legal proceedings. We are not aware of any material legal proceedings,
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arbitrations, claims or disputes currently existing or pending against us that may have a material
adverse impact on our business or our results of operations. See “Risk factors—Risks relating to
our business—We may be involved in legal, administrative and other disputes arising out of our
operations or subject to fines and sanctions in relation to our non-compliance with certain PRC

laws and regulations from time to time and may face significant liabilities or damage our
reputation as a result.”
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Regulation
Legal supervision relating to property sector in the PRC
A. Establishment of a property development enterprise

Pursuant to the “Law of the People’s Republic of China on Administration of Urban Real Estate”
(the "Urban Real Estate Law") (h#E ARILMBEGLTFES L) enacted by the Standing
Committee of the National People’s Congress on July 5, 1994, effective in January 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 purposes of making
profits.” Under the “Regulations on Administration of Development of Urban Real Estate” (the
“Development Regulations™”) (ki b Bl E 484 B BI) which was promulgated by the State
Council and became effective on July 20, 1998 and as amended on January 8, 2011, March 19,
2018, March 24, 2019 and March 27, 2020, a property development enterprise must satisfy the
following requirements: (1) having a registered capital of not less than RMB1 million and
(2) having four or more full-time professional property/construction technicians and two or more
full-time accounting officers with the relevant qualifications. The Development Regulations also
stipulate that people’s governments of the provinces, autonomous regions or municipalities
directly under the central government may impose more stringent requirements regarding the
registered capital and qualifications of professional personnel of a property development
enterprise according to the local circumstances.

Pursuant to the Development Regulations, applications for registration of a property
development enterprise have to be submitted to the department of administration of industry
and commerce. The applicant must file a record with the property development authority in the
location of the registration authority within 30 days of the receipt of its business license.

In May 2009, the State Council issued a “Notice on Adjusting the Percentage of Capital Fund for
Investment Projects in Fixed Assets” (BAA#FHRMEEEFREHE EARLHRER). The minimum
internal capital ratio is 20% for ordinary commodity housing projects and affordable housing
projects and 30% for other property projects.

In September 2015, the State Council issued a “Notice to Adjust and Promote the System of Capital
Fund for Investment Projects in Fixed Assets” ([ 7% 58 2 [ i 6 $O& TH H G A4 1l B2 9 %), 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.

B. Foreign-invested real estate enterprises

Foreign-invested real estate enterprises can be established in the form of sino-foreign equity
joint venture, sino-foreign co-operative joint venture or wholly owned foreign enterprise
according to the laws and administrative regulations relating to foreign-invested enterprises.

Under the Catalog of Guidance on Industries for Foreign Investment (2015 version) (the
"Guidance Catalog”) (IMEIEREEMEHE) (20154:45%T) which was jointly promulgated by
MOFCOM and NDRC on March 10, 2015 and became effective on April 10, 2015, the construction
of golf course and villas falls within the category of industries in which foreign investment is
prohibited, construction and operation of large theme parks falls within the restricted category,
and other real estate development falls within the category of industries in which foreign
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investment is permitted. On June 28, 2017, MOFCOM and NDRC jointly issued the revised
Guidance Catalog effective from July 28, 2017, according to which, foreign investment is
permitted in the real estate development industry. On June 26, 2018, MOFCOM and NDRC jointly
issued the “Special Administrative Measures (Negative List) for Foreign Investment Access (2018
Version)” (SN e ARFRIAS HEHE il (B i ) (20184FR)) effective from July 28, 2018. On June 30,
2019, MOFCOM and NDRC jointly issued the Special Administrative Measures (Negative List) for
Foreign Investment Access (2019 Version) (Shi#i & AR & B it (F 15 B) (20194E/R)) to replace
the Special Administrative Measures (Negative List) for Foreign Investment Access (2018 Version),
effective from July 30, 2019.

On July 11, 2006, the Ministry of Construction, MOFCOM, NDRC, PBOC, SAIC and SAFE jointly
enacted the “Circular on Standardizing the Admittance and Administration of Foreign Capital in
the Real Estate Market”, or “Circular No. 171" (B/ABLHF #hE T EMEA M E SR Z ). According
to this circular, foreign investment in property markets must comply with the following
requirements:

(a) Foreign institutions or individuals purchasing property in China not for their own
residential use shall follow the principle of commercial existence and apply for
establishment of foreign-invested enterprises under the regulations of foreign
investment in property. Foreign institutions and individuals can only carry on their
business, pursuant to the approved business scope, after obtaining the approvals from
relevant authorities and upon completion of the relevant registrations.

(b) If the total investment of a foreign-invested real estate development enterprise
exceeds or equals US$10 million, the registered capital must not be less than 50% of the
total investment. If the total investment is less than US$10 million, the amount of the
registered capital shall follow the existing regulations.

(c) The commerce authorities and the department of administration of industry and
commerce are in charge of granting approval for establishment and effecting registration
of foreign-invested real estate enterprises and issuing approval certificates for foreign-
invested enterprises and business licenses which are only effective for one year. After
paying for the land use rights, the enterprises should apply for the land use rights
certificate by presenting the above-mentioned approval certificates and business licenses.
With the land use rights certificate, the enterprises will receive an official approval
certificate for a foreign-invested enterprise from the commerce authorities, and shall
replace the business license with one that has the same operational term as the formal
approval certificate for foreign-invested enterprise in the department of administration of
industry and commerce, and then apply for tax registration with the tax authorities.

(d) Transfers of projects of or shares in foreign-invested real estate enterprises, and the
acquisitions of domestic real estate enterprises by foreign investors should strictly follow the
relevant laws, regulations and policies to obtain approvals. Foreign investors should submit:
(i) the guarantee letters for the performance of the State-Owned Land Use Rights Grant
Contracts, Construction Land Planning Permit and Construction Work Planning Permit;
(ii) Certificate of Land Use Rights; (iii) the certification on alteration of archival files issued by
construction authorities; and (iv) the certification on the payment of tax issued by the
relevant tax authorities.

(e) When acquiring domestic real estate enterprises by way of share transfer or otherwise,
or purchasing shares from Chinese parties in sino-foreign equity joint ventures, foreign
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investors should make proper arrangements for the employees, settle the bank loans and
pay the consideration in one single payment with its internal fund. Foreign investors with
unsound financial track records shall not be allowed to conduct any of the
aforementioned activities.

On May 23, 2007, MOFCOM and SAFE jointly issued the “Notice on Further Strengthening and
Regulating the Approval and Supervision on Foreign Investment in Real Estate Sector in the PRC,”
(B — s - RS BG5S M B %@ M) which  stipulates  the  following
requirements for the approval and supervision of foreign investment in the property sector:

e foreign investment in the PRC property sector relating to luxury properties should be
strictly controlled;

¢ before obtaining approval for the establishment of property entities with foreign
investment, (i) both the land use rights certificates and housing ownership rights
certificates should have been obtained or, (ii) contracts for obtaining land use rights or
housing ownership rights should be entered into;

e entities which have been set up with foreign investment, need to obtain approval
before they expand their business operations into property development, and entities
which have been set up for property development operations need to obtain new
approval in order to expand their property business operations;

e acquisitions of property entities and foreign investment in the property sector by way
of “round-trip” investment (&FfE#¥%) should be strictly regulated. Foreign-investors
should not avoid approval procedures by changing actual controlling persons;

e parties to property entities with foreign investment, should not in any way guarantee
a fixed investment return;

¢ registration shall be immediately effected according to applicable laws with MOFCOM
regarding the setup of property entities with foreign-investment, approved by local PRC
governmental authorities;

¢ foreign exchange administration authorities and banks authorized to conduct foreign
exchange business should not effectuate foreign exchange settlements regarding capital
account items to those who fail to file with MOFCOM or fail to pass the annual reviews; and

¢ for those property entities which are wrongfully approved by local authorities for their
setups, (i) MOFCOM should carry out investigations and order punishment and
corrections, and (ii) foreign exchange administrative authorities should not carry out
foreign exchange registrations for them.

146



On July 10, 2007, the General Affairs Department of SAFE issued the “Notice Regarding the
Publication of the List of the First Batch of Property Development Projects with Foreign
Investment That Have Properly Registered with MOFCOM™ (Bl I~ %8 55—t i 8 o 15 3 i 28 1 AP 4
R SR A SN) (“"Notice No. 130”). This regulation restricts the ability of foreign-invested
property companies to raise funds offshore for the purposes of injecting such funds into the
companies either through a capital increase or by way of shareholder loans. Notice No. 130 was
repealed in May 2013, but its restrictions have been stipulated by several other regulations as
follows:

e SAFE will no longer process foreign debt registrations or applications for purchase of
foreign exchange, submitted by real estate enterprises with foreign investment that
obtained authorization certificates from and registered with MOFCOM on or after June 1,
2007; and

e SAFE will no longer process foreign exchange registrations (or change of such
registrations) or applications for sale and purchase of foreign exchange submitted by real
estate enterprises with foreign investment that obtained approval certificates from local
government commerce departments on or after June 1, 2007 but that have not registered
with MOFCOM.

In June 2008, to strengthen regulation of real estate enterprises with foreign investment,
MOFCOM issued the “Notice Regarding Completing the Registration of Foreign Investment in the
Real Estate Sector” (B itk o1 & 5 Hh e S % TAERY@E A1) (“Notice No. 23"). According to Notice
No. 23, when a foreign-invested real estate enterprise is established or increases its registered
capital, the provincial level MOFCOM is required to verify all records regarding such foreign-
invested real estate enterprise. Notice No. 23 also requires that each foreign-invested real estate
enterprise undertake only one approved property project.

Under the “Measures for the Administration of the Approval and Record Filing of Foreign
Investment Projects” (k& IE B AZHERM 2245 B1L#%:) promulgated by NDRC on May 17, 2014 and
enforced on June 17, 2014, and revised and enforced on December 27, 2014, NDRC is responsible
for the approval of encouraged projects with a total investment (including capital increase) of
US$1,000 million and above, which are projects required to be controlled by a Chinese
shareholder under the Guidance Catalog, and restricted projects (excluding real estate projects)
with a total investment (including capital increase) of US$100 million and above. Projects with a
total investment (including capital increase) of US$2,000 million and above shall be filed with the
State Council. Provincial governments are responsible for the approval of real estate projects
within the restricted category under the Guidance Catalog and other restricted projects with a
total investment (including capital increase) of not more than US$100 million. Local government
is responsible for the approval of encouraged projects with a total investment (including capital
increase) of not more than US$1,000 million, which is required to be controlled (including
relatively controlled) by a Chinese shareholder under the Guidance Catalog. On January 14, 2017,
NDRC issued the “Circular on Effectively Implementing Foreign Capital-related Work in the
Catalog of Investment Projects Subject to Governmental Approval (2016 Version)" (B il E /%
H (BUNZENBCETEE B 8 (20164-4%) ) ABIINE T/ER@H), according to which, 1) any project of
the restricted category with a total investment (including capital increase) for US$300 million or
above as included in the Guidance Catalog shall be approved by NDRC, and any project with a
total investment (including capital increase) for US$2 billion and above shall be submitted to the
State Council for filing, 2) any project of the restricted category with a total investment
(including capital increase) for less than US$300 million as included in the Guidance Catalog shall
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be approved by the provincial government, and 3) the foreign investment projects beyond the
scope of projects subject to approval and not in the prohibited category as provided in the
Guidance Catalog shall be presented to local development and reform commissions for filing.

On March 30, 2015, SAFE issued the “Notice on the Reform of the Administration of Foreign
Exchange Registered Capital Settlement for Foreign-Invested Enterprises” ([%5 7ML= B ik i
SRR A S MR AR 4 4 TR B 7 K A1) effective from June 1, 2015, under which a reform on the
administration of foreign exchange capital settlement for foreign-invested enterprises is carried
out in China and foreign-invested enterprises may make equity investments within China by
utilizing the RMB funds converted from their foreign exchange registered capital. Besides the
remittance of equity transfer payments in the original foreign currency, foreign-invested
enterprises mainly engaged in investment activities (including foreign investment companies,
foreign-invested venture capital enterprises and foreign-invested equity investment enterprises)
are permitted to directly convert foreign capital funds into RMB funds or transfer the RMB funds
converted from the foreign capital account to the bank account of the investee enterprise based
on the actual investment scale on the premise that the domestic investment projects are
authentic and in compliance. Equity investments within China remitted through equity transfer
payments in the original foreign currency by general foreign-invested enterprises other than the
above enterprises shall be governed by the current domestic reinvestment laws and regulations.
If such foreign-invested enterprises make equity investments in China by using converted RMB
funds, the investee enterprise shall first register this domestic reinvestment activity with the
administration of the foreign exchange (bank) of its place of incorporation and open a
corresponding RMB account for depositing the converted RMB funds. The foreign-invested
enterprises shall then transfer the converted RMB funds into the RMB account of the investee
enterprise based on the actual investment scale. If the investee enterprise continues to make
equity investments in China, the above principles shall apply. On June 9, 2016, SAFE issued the
“Notice to Reform and Regulate the Administration Policies of Foreign Exchange Capital
Settlement” (Bik e FBLHE B A TH H 45 M BEUR 1978 ) to further reform foreign exchange capital
settlement nationwide.

On April 6, 2010, the State Council issued the “Opinions on Further Enhancing the Utilization of
Foreign Investment” (Bt #E—4 M I SNE TAERA T R), which provides that, except for the
projects required to be approved by relevant departments of the State Council pursuant to the
“Catalog of Investment Projects Subject to Government Approvals” (BUFZHEMBEIEE HE), a
project within the encouraged or permitted industry categories under the Guidance Catalog may
be approved by local government authorities, provided that the total investment (including
additional invested capital) for such project is no more than US$300 million.

On May 4, 2010, NDRC issued the “Circular on Doing a Good Job in Delegating the Power to
Verify Foreign-invested Projects” (B fillr st &IHE FicERERR LIERE %), specifying that the
power to verify foreign invested projects shall be delegated and project verification procedures
shall be simplified. The circular provides that, except for the projects that are required to be
verified by relevant departments of the State Council in accordance with the Catalog of
Investment Projects Subject to Government Approvals, the foreign invested projects which are
within the encouraged or permitted industry categories under the Guideline Catalog shall be
verified by NDRC at the provincial level, provided that such projects have a total investment
(including additional invested capital) of no more than US$300 million. In addition, the circular
specifies that, after the power to verify is delegated, project application and verification
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documents and verification conditions and procedures shall still be determined in accordance
with the Tentative Administrative Measures for Verification of Foreign-invested Projects.
According to the circular, the power to verify the projects within the restricted category under
the Guideline Catalog is not delegated for the time being.

On June 10, 2010, MOFCOM released the *“Circular on Issues Concerning Delegating the
Examination and Approval Authority for the Foreign Investment” (P55 B T Ao E s i HERR 4
FRERE ). Under the circular, local authorities are granted the power to examine, approve
and administrate the establishment and replacement of (i) foreign-invested enterprises which are
within the encouraged and permitted categories under the Guidance Catalog and have a total
investment of no more than US$300 million, and (ii) foreign-invested enterprises which are
within the restricted category under the Guidance Catalog and have a total investment of no
more than US$50 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 got
October 1, 2016. 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” (S & b SEak o7 J 58 S0 R A B AT 0% ). On July 30, 2017
MOFCOM issued the revised Provisional Measures for Filing Administration of Establishment and
Changes of Foreign-invested Enterprises. On February 28, 2018, MOFCOM and SAIC jointly issued
the "Notice on Relevant Matters Concerning the Acceptance of Applications for MOFCOM Filing
and AIC Registration of Foreign Investment Enterprises at a Single Window with a Single Form” (]

TAEAT AN 15 A T M 58 B L p e B - B R Z A B LAEMESN). Under such notice, since
June 30, 2018, applications for MOFCOM filing and registration with administration for market
regulation of foreign investment enterprises which are not subject to special administrative
measures of foreign investment entry, should be accepted at a single window with a single form
nationwide. On June 29, 2018, MOFCOM issued the revised Provisional Measures for Filing
Administration of Establishment and Changes of Foreign-invested Enterprises which came into
effect from June 30, 2018.

In November 2010, MOFCOM promulgated the “Notice on Strengthening Administration of the
Approval and Registration of Foreign Investment into Real Estate Industry” (i it 25w 1% & f= i s
LM RGN, which reiterated a number of these limitations on foreign-invested real
estate enterprises. On June 24, 2014, the MOFCOM and the SAFE jointly issued the Notice on
Improving the Registration of Foreign Investment in Real Estate (Bt ucEs e R s f5 5 TIER
#A), effective from August 1, 2014, to simplify the procedures of registration of foreign
investment in real estate. On November 11, 2015, MOFCOM and SAFE jointly issued the “Circular
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on Further Improving the Record-filing for Foreign Investment in Real Estate” (Bt iE—5 dUES s
P& 5 % TAERME ). According to this circular, the record-filing procedure has been
cancelled.

On March 15, 2019, the National People’s Congress of the PRC adopted the “Foreign Investment
Law of the PRC” or the Foreign Investment Law (1% A RILFE 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 will replace 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 will include:

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

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

e investment in a new project in China, independently or jointly with any other investor;
and

¢ investment in any other way as may be stipulated by laws, administrative regulations or
provisions of the State Council.

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 will be required to follow the corporate governance rules under the PRC Company
Law once the Foreign Investment Law comes into effect. 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.

SAFE promulgated the “Circular to Further Promote Cross-border Trade and Investment” (it iE—
AL S BROE ERER @A) dated October 23, 2019 to further ease cross-border trade and
investment, such as canceling restrictions on the use of foreign exchange settlement in domestic
asset transaction accounts and allowing foreign non-investment enterprises to carry out domestic
equity investment provided that such investment will not violate applicable special administrative
measures (negative list) for foreign investment access and the projects to be invested shall be
authentic and legitimate.

On December 26, 2019, the State Council issued the “Regulation on Implementing the Foreign
Investment Law of the People’s Republic of China” effective from January 1, 2020. On
December 30, 2019, MOFCOM and the State Administration for Market Regulation jointly issued
the “Measures for Information Report of Foreign Investment” (M4 & (s 575 3#i%), according to
which, since January 1, 2020, the relevant reports to the commerce authorities through the
enterprise registration system will be required for the establishment of foreign-invested
enterprises and the subsequent changes, instead of filing with or obtaining approvals from the
commerce authorities. The Provisional Measures for Filing Administration of Establishment and
Changes of Foreign-invested Enterprises has been abolished since January 1, 2020.
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C. Qualifications of a property developer
(a) Classifications and assessment of a real estate development enterprise’s qualification

Under the "Provisions on Administration of Qualifications of Real Estate Developers” (the
“Provisions on Administration of Qualifications™) (7 & bf# i 26 & B & 1I8F) promulgated by the
Ministry of Construction in March 2000 and amended in May 2015 and December 2018, a
property developer is required to apply for registration of its qualifications according to the
Provisions on Administration of Qualifications. An enterprise cannot engage in the development
and sale of property without a qualification classification certificate for property development.

In accordance with the Provisions on Administration of Qualifications, property developers are
classified into four classes. Developers with class 1 qualification are subject to preliminary
examination and approval by the construction authority under the government of the relevant
province, autonomous region or municipality directly under the central government and then
final approval by the construction authority under the State Council. Procedures for approval of
developers with class 2 or lower qualification 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 that passes the qualification examination will be
issued a qualification certificate of the relevant class by the qualification examination authority.
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 of receipt of the report. The provisional qualification certificate shall be
effective for one year from the date of its issuance. The property development authority can
extend the validity period for not more than two years after considering the actual business
condition of the enterprise. Property developers are required to apply for a qualification
classification by the property development authority within one month before the expiry of the
provisional qualification certificate.

(b) The business scope of a property developer

Under the Provisions on Administration of Qualifications, 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 limited to another classification. A class 1
property developer is not restricted as to the scale of a 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 GFA of less than 250,000 sq.m. and its specific scope of
business shall be as approved by the construction authority under the government of the
relevant province, autonomous region or municipality.

(c) The annual inspection of a property developer’s qualification

Pursuant to the Provisions on Administration of Qualifications, the qualification of a property
developer is required to 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 inspection of developers of a class 2 or lower
qualification shall be formulated by the construction authority under the people’s government of
the relevant province, autonomous region or municipality.

151



D. Development of a property project
(a) Land for property development

Under the “Interim Regulations of the People’s Republic of China on Assignment and Transfer of
the Right to Use State-Owned Land in Urban Areas” (the “Interim Regulations on Assignment
and Transfer”) (b A\ R IEFIER S8 0 A -+ ol HE i s AN i 475k 91) promulgated and enforced by
the State Council on May 19, 1990, a system of grant and transfer of the right to use state-owned
land is adopted. A land user is required to pay a premium to the state as consideration for the
grant of the land use rights within a certain term, and the land user can transfer, lease, mortgage
or otherwise commercially use the land use rights within the term of use. Under the Interim
Regulations on Assignment and Transfer and the Urban Real Estate law, the land administration
authority under the local government of the relevant city or county is required to enter into a
land grant contract with the land user for the grant of the land use rights. The land user is
required to pay the land premium as provided for by the land grant contract. After payment in
full of the land premium, the land user is required to register with the land administration
authority and obtain a land use rights certificate evidencing the acquisition of land use rights.
The Development Regulations provide that land use rights for a site intended for property
development shall be obtained through government grant except for land use rights which may
be obtained through allocation pursuant to the PRC laws or the stipulations of the State Council.

Under the “Regulations on the Assignment of State-Owned Land Use Rights through Competitive
Bidding, Auction and Listing-for-Sale” (Regulation No. 11) (418 b B A 3l R e, 1195%)
which were promulgated by the Ministry of Land and Resources on May 9, 2002 and became effective
on July 1, 2002, land for commercial use, tourism, entertainment and commodity housing
development is assigned by way of competitive bidding, public auction or listing-for-sale. The
regulations were amended on September 28, 2007, and were renamed “Regulations on the
Assignment of the Rights to Use State-Owned Land for Construction through Competitive Bidding,
Auction and Listing-for-Sale” (Regulation No. 39) (#AHEH1E gt 3R A a5 A i AAER e, 39984). The
general procedures for assignment of state-owned land use rights are as follows:

(@) 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 land parcel, the qualification requirements 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.

(b) 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.

(c) 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 are then required to enter into a confirmation. The assignor should
return the bidding or tender deposits to other bidding or auction applicants.

(d) The assignor and the winning tender or winning bidder are required to enter into a
contract for the grant of state-owned land use rights according to the time and venue set
out in the confirmation. The deposit of the bid paid by the winning tender or winning
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bidder will be used to set off part of the land premium for the grant of the state-owned
land use rights.

(e) The winning tender or winning bidder is required to apply for the land registration
after paying off the land grant premium in accordance with the state-owned land use
rights grant contract. The people’s government above the city and county level should
issue the “Land Use Permit for State-Owned Land.”

According to 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 /i
i R P A R T I R (@ RS R 4B ) enacted by the Ministry of Land and Resources on
September 4, 2003, land use for luxurious commodity houses shall be stringently controlled and
applications for land use for building villas will not be accepted. On May 30, 2006, the Ministry of
Land and Resources issued the “Urgent Notice of Further Strengthening the Administration of the
Land” (the “Urgent Notice™”) (i miiE— A0 & HL A0 B 298 50) stipulating that land for property
development must be assigned by way of competitive bidding, public auction or listing-for-sale,
development projects for villas are not be permitted, and all supply of land for such purposes and the
handling of related land use procedure will be ceased from issuance date of the notice.

Under the Urgent Notice, the land authority should rigidly execute the “Model Text of the State-
owned Land Use Rights Assignment Contract” (4 + b {fi i H 34 R 3CA) and “Model Text of the
State-Owned Land Use Rights Assignment Supplementary Agreement (for Trial Implementation)” (=
A b AR A R A TR I e R SR (U4 T)) jointly promulgated by the Ministry of Land and Resources
and SAIC. The document of the land grant should ascertain the requirement of planning,
construction and land use such as the restriction of the dwelling size, plot ratio and the time limit of
starting and completion. All these should be agreed in the land use rights grant contract. On April 29,
2008, the Ministry of Land and Resources and SAIC promulgated the revised “Model Text of the
Rights to Use State-Owned Land for Construction Assignment Contract” (124 %% F b (s Fi A i s A Rl R
HESCAS).

Under the “Regulations on the Assignment of the Rights to Use State-Owned Land for
Construction through Competitive Bidding, Auction and Listing-for-Sale” (JA1Z415 M 58 B A 2 ikt
FHb{E A HER E) which were promulgated by the Ministry of Land and Resource on September 28,
2007, and became effective on November 1, 2007, land for industrial use (including land for
warehouses but not land for mining), commercial use, tourism, entertainment and commodity
housing development or more than two competing users on one piece of land is required to be
assigned by way of competitive bidding, public auction or listing-for-sale. The assignee should
obtain the land use rights certificate after paying off the total premium. The relevant land use
rights certificates will not be issued prior to full payment of the appropriate land premium, and
no land use rights certificates will be issued pro rata based on partial payment received.

In November 2009, the Ministry of Finance, the Ministry of Land and Resources, PBOC, the PRC
Ministry of Supervision and the PRC National Audit Office jointly promulgated the Notice on
Further Enhancing the Revenue and Expenditure Control over Land Grant (BajiAiE— i 4 th 35
S LR A). The notice raises the minimum down payment to 50% of the total land premium
and requires the land premium to be fully paid within one year of signing a land grant contract,
subject to limited exceptions.

On March 8, 2010, the Ministry of Land and Resources promulgated the Circular on
Strengthening Real Estate Land Supply and Supervision (the “Circular”) (B s 5 iz /i b e i
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EH B M ERES). Under the Circular, price for a given land transfer is required to be at least 70%
of the benchmark price for land in the surrounding locality and the bidding deposit for such land
transfer is required to be equal to at least 20% of the applicable minimum land premium. The
Circular has made 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 closed, the
down payment of 50% of the land premium (taking into account any deposits previously paid)
shall be paid within one month as of the date of land grant contract, and the remaining 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 H#E—5 it 5 1z i o g sl SRR e 0y 4@ 1), 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 towns and small to medium-sized
ordinary commercial housing; in areas with high housing prices, the supply of land designated for
small to medium-sized, price-capped housing must be increased; (ii) developers and their
controlling shareholders are prohibited from participating in land 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 (B et & B 5 iz F b o $22 EOR A 4 1 vl
By e e as e A B g A1), which provides, among other things, that; (i) cities and counties that
have less than 70% of their land supply designated for affordable housing, housing for
redevelopment of shanty towns or small/medium residential units must not provide land for
large-sized and high-end housing before the end of this year; (ii) land and resource authorities in
local cities and counties will report to Ministry of Land and Resources and provincial land and
resource authorities, respectively regarding land with a premium rate of more than 50%;
(iii) land designated for affordable housing which is used for property development against
relevant policies or involved illegal income will be confiscated and the relevant land use rights
will be withdrawn. Moreover, changing the plot ratio without approval is strictly prohibited.

On January 26, 2011, the State Council circulated “Notice on Further Regulating the Real Estate
Market” (B B 2 B B i 8 — 25 0 5 b s vl 5 s 5 LA A B R4 %n), 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 “Notice on Implementation Measures on Urban Housing Land Management and
Regulation in 2011 (B UIECAilAr 201 143 T £ 55 F b A S8R 3 i 7 85 TAE RO 48 1) promulgated by the
Ministry of Land and Resources in February 2011, construction for 10 million units of affordable
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housing units shall be implemented in 2011. It also requires that the target total supply of urban
housing land shall not be lower than the annual average supply for the preceding two years.

According to the “Notice on Implementation Measures on Urban Housing Land Management and
Regulation in 2012" (BIHMSIF20124F 55 e i e SR 30 7% 26 TAERY3E A1)  promulgated by the
Ministry of Land and Resources in February 2012, the target total supply of urban housing land
shall not be lower than the annual average supply for the preceding five years.

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) (Bt Ep#s
PRI HIEH H 8> (20124FA4)F 8 IEHMIEH H 8> (201244) 178 %1) promulgated by the Ministry
of Land and Resources in May 2012, the transferred area of the 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” ([ [ i/ 5 B i 4 A8 {5 s 1 s i 5
A LAERYEA), which requires, among other things, 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 for the preceding five years.

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” (%
AT SER #T M 5 B M (A B RN R P A B AR ) 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.

(b) Property project development
i. Commencement of a property project and the idle land

Under the Urban Real Estate Law, those which have obtained the land use rights through an
assignment must develop the land in accordance with the terms of use and within the period of
commencement prescribed in the land use rights assignment contract. On June 1, 2012, the
Ministry of Land and Resources revised and promulgated the “Measure for the Disposal of Idle
Land” ([# & T Hugk & #¥7%), which further clarified the scope and definition of idle land, as well as
the corresponding punishment measures compared to the old version. Pursuant to the new
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Measure 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 use, 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.

If a parcel of land is deemed as idle land by a competent department of land and resources,
unless otherwise prescribed by the new Measure 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 land use right 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 Taking Back the Right to Use
the state-owned Land for Construction Use to the holder of the land use right.

On January 3, 2008, the State Council reiterated the abovementioned policies in the “Notice on
Enhancing the Economical and Intensive Use of Land.” (BAME#EHI 44 HHbAAEA) 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 of LAT 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 units 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 September 12, 2014, the Ministry of Land and Resources issued the Guidelines on
Improving Economical and Intensive Use of Land (BiA#E#E L@ # A F HMHEEE R), which
requires relevant governmental authorities to reinforce the implementation of the rules
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regarding idle land and to specify the control requirements of land use standards in relevant
legal documents, including land use approvals and land grant contracts.

ii. Planning of a property project

According to the “Urban and Rural Planning Law of the People’s Republic of China (replacing the
previous “City Planning Law of the People’s Republic of China” (# % A RILAEIN AT HIE%) since
January 2008) (2 A KA B AEE #175), the “Administrative Measures on Planning of Grant and
Transfer of Urban State-Owned Land Use Rights” (374 b b fili FiHE S iiesld 3145 38 H1E) which
were promulgated by the Ministry of Construction on December 4, 1992 and became
effective on January 1, 1993 and the “Notice of the Ministry of Construction on Strengthening
the Planning Administration of Grant of State-Owned Land Use Rights” ([ inii B4 T fiff f A
U T/ERERT) which was promulgated by the Ministry of Construction and became
effective on December 26, 2002, after signing an assignment contract, a property developer shall
apply for an Opinion on Construction Project’s Site Selection and a Permit for Construction Site
Planning from the city and county planning authority with the assignment contract. After
obtaining a Permit for Construction Site Planning, a property developer shall organize the
necessary planning and the design work with regard to planning and design requirements, and
apply for a Permit for Construction Work Planning from city planning authority with the relevant
approval documents.

On January 21, 2011, the “Regulations on the Expropriation of Buildings on State-Owned Land
and Compensation” (4 i b5 ERukEH A G]) was promulgated by the State Council, a
summary of the important provisions is set forth below:

e Where a building of any entity or individual on state-owned land is expropriated for
public interest, the owner of the expropriated building shall be fairly compensated;

e The people’s government at the city or county level shall publish in a timely manner the
public opinions solicited and the amendments made according to the public opinions;

¢ Before making a decision on building expropriation, the people’s government at the
city or county level shall make a social stability risk assessment according to the relevant
provisions;

e The compensation granted to an owner by the people’s government at the city or
county level which makes the building expropriation decision shall include:

(1) compensation for the value of the building expropriated;

(2) compensation for the relocation or temporary settlement resulting from the
building expropriation; and

(3) compensation for the production or business interruption losses resulting from the
building expropriation;

¢ The compensation for the value of the building expropriated shall not be less than the
market price of real estate similar to the building expropriated on the date of
announcement of the building expropriation decision;

e An owner may choose either monetary compensation or exchange of titles; and

e Compensation shall be made before relocation, and demolition and relocation with
violence is prohibited.
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iii. Construction of a property project

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” (Z%E LI LTl B HHE) enacted by the Ministry of Housing and Urban-
Rural Development on June 25, 2014 and effective from October 25, 2014 and as amended on
September 19, 2018.

iv. Completion of a property project

According to the Development Regulation, the “Regulation on the Quality Management of
Construction Projects” (s L#E & IkF]) enacted and enforced by the State Council on
January 30, 2000 and as amended on October 7, 2017, the “Administrative Measures for
Reporting Details Regarding Acceptance Examination Upon Completion of Buildings and
Municipal Infrastructure” (55 2 @550 BUEBE R TR 2 TER IS R B L) enacted by the Ministry
of Construction in April 2000 and amended on October 19, 2009 and the “Provisions on
Acceptance Examination Upon Completion of Buildings and Municipal Infrastructure” (5 & &4
BRI LA TEoE) which were promulgated by the Ministry of Housing and Urban-
Rural Development in December 2013, after completion of work for a project, a property
developer is required to apply for the acceptance examination to the property development
authority under the people’s government on or above the county level and report details of the
acceptance examination, upon which the “Record of acceptance examination upon project
completion” is issued. For a housing estate or other building complex project, an acceptance
examination is required to be conducted upon completion of the whole project and where such a
project is developed in phases, separate acceptance examination is required to be carried out for
each completed phase.

E. Property transactions
(a) Transfer of property

According to the Urban Real Estate Law and the “Provisions on Administration of Transfer of
Urban Real Estate” (75 b i & 2181 F) enacted by the Ministry of Construction on August 7,
1995 and revised on August 15, 2001, a property owner may sell, give or otherwise legally
transfer a property to another person or legal entity. When transferring a building, the
ownership of the building and the land use rights attached to the site on which the building is
situated are transferred simultaneously. The parties to a transfer are required to enter into a
property transfer contract in writing and register the transfer with the property administration
authority having jurisdiction over the location of the property within 90 days of the execution of
the transfer contract.

Where the land use rights were originally obtained by assignment, the real property may only be
transferred on the condition that: (a) the assignment price has been paid in full for the
assignment of the land use rights as provided by the assignment contract and a land use rights
certificate has been obtained; and (b) if development is to be carried out according to the
assignment contract and is a project in which buildings are being developed, development
representing more than 25% of the total investment has been completed.

If the land use rights were originally obtained by assignment, the term of the land use rights
after transfer of the property shall be the remaining portion of the original term provided by the
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land use rights assignment contract after deducting the time that has been used by the former
land users. In the event that the transferee intends to change the use of the land provided in the
original assignment 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 use rights assignment contract or a new land use rights
assignment contract shall be signed in order to, inter alia, adjust the land use rights assignment
price accordingly.

If the land use rights were originally obtained by allocation, transfer of the real property shall be
subject to the approval of the government vested with the necessary approval power as required
under the regulations of the State Council. If the people’s government vested with the necessary
approval power approves such a transfer, 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.

(b) Sale of commodity properties

Under the “Regulatory Measures on the Sale of Commodity Properties” (7 &7 &% #iHE) which
were promulgated by the Ministry of Construction on April 4, 2001 and became effective on
June 1, 2001, sale of commodity properties can include both pre-completion and post-completion
sales.

i. Permit of Pre-Completion Sale of Commodity Properties

According to the Development Regulations and the “Measures for Administration of
Pre-completion Sale of Commodity Properties” (the “Pre-completion Sale Measures”) (3% 55
HEEEYE) enacted by the Ministry of Construction on November 15, 1994 and revised on
August 15, 2001 and July 20, 2004, the pre-completion sale of commodity properties is subject to
a permit system, under which a property developer intending to sell a commodity building
before its completion is required to make the necessary pre-completion sale registration with the
property development authority of the relevant city or county to obtain a permit of
pre-completion sale of commodity properties. A commodity building can only be sold before
completion provided that: (a) the assignment price has been paid in full for the assignment of
the concerned land use rights and a land use rights certificate has been issued; (b) a Permit for
Construction Work Planning and a Permit for Construction of Work have been obtained; (c) the
funds invested in the development of the commodity properties put to pre-completion sale
represent 25% or more of the total investment in the project and the progress of work and the
completion and delivery dates have been ascertained; and (d) the pre-completion sale has been
registered and a Permit for Pre-completion Sale of Commodity Properties has been obtained.

In addition, according to the “Regulations on Administration of Pre-completion Sale of
Commodity Properties of Guangdong Province” (FEH AWM E HEFIEH) enacted by the
Standing Committee of Guangdong Provincial People’s Congress on August 22, 1998 and revised
on October 14, 2000, July 23, 2010 and September 25, 2014, and the “Notice on Adjusting
Conditions of Image and Progress for Commodity Building Pre-sale Project in Guangdong
Province” (BA & 5 5 T B LRRTE SO B ey )  issued by the Guangdong Provincial
Construction Bureau in January 2001, the following conditions are required to be fulfilled for the
pre-completion sale of commodity properties in Guangdong: (a) the property developer has
obtained a real property development qualification certificate and a business license; (b) the
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construction quality and safety monitoring procedures have been performed; (c) the structural
construction and the toping-out must have been completed in respect of properties of not more
than seven stories (including seven stories), and at least two-third of the structural construction
must have been completed in respect of properties of more than seven stories; (d) a special
property pre-completion sale account with a commercial bank in the place where the project is
located has been opened; and (e) the properties, pre-completion sale project and its land use
rights are free from any third party rights.

ii. Management of pre-completion sale proceeds of commodity properties

According to the Pre-completion Sale Measures, the proceeds obtained by a property developer
from the advance sale of commercial houses 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 property administrative departments.

iii. Conditions of the sale of post-completion commodity properties

i

Under the “Regulatory Measures on the Sale of Commodity Properties,” commodity properties
can may be put to post-completion sale only when the following preconditions have been
satisfied: (a) the real estate development enterprise offering to sell the post-completion
properties has an enterprise legal person business license and a qualification certificate of a
property developer; (b) the enterprise has obtained a land use rights certificate or other approval
documents of land use; (c) the enterprise has the permit for construction project planning and
the permit for construction; (d) the commodity properties have been completed and been
inspected and accepted as qualified; (e) the relocation of the original residents has been well
settled; (f) the supplementary essential facilities for supplying water, electricity, heating, gas,
communication, etc. have been made ready for use, and other supplementary essential facilities
and public facilities have been made ready for use, or the schedule for construction and delivery
date thereof have been specified; and (g) the property management plan has been completed.

Before the post-completion sale of a commodity building, a property developer is required to submit
the Real Estate Development Project Manual and other documents showing that the preconditions
for post-completion sale have been fulfilled to the property development authority for making a
record.

iv. Regulations on sale of commodity properties

According to the Development Regulations and the Pre-completion Sale Measures, for the
pre-completion sale of a commodity property, the developer is required to sign a contract on the
pre-sale of the commodity property with the purchaser. The developer shall, within 30 days upon
signing the contract, apply for registration and record the contract for pre-completion sale
commodity property to the relevant administrative departments governing the property and land
administration department of the city or county governments. The property administrative
department is required to take the initiative to apply network information technology to
gradually implement the web-based registration of pre-sale contracts.

Pursuant to the “Circular of the General Office of the State Council on Forwarding the Opinion
of the Ministry of Construction and Other Department on Doing a Good Job of Stabilizing House
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Prices” (75 b HiE /N s sl A5 30 P B A (MO B 1 5 (A% TAE R A% %0) on May 9, 2005, there are
several regulations concerning commodity properties sales:

¢ The buyer of a commodity building is prohibited from conducting any transfer of the
pre-sale of the commodity building that he has bought but is still under construction.
Before completion and delivery of an advance sale commodity building to the advance
buyer, and before the advance buyer obtains the individual property ownership
certificate, the property administration department shall not handle any transfer of the
commodity building. If there is a discrepancy in the name of the applicant for property
ownership and the name of the advance buyer in the advance sales contract, the property
ownership registration administration shall not record the application of real estate
ownership.

¢ A real name system for house purchase should be applied; and an immediate archival
filing network system should be carried out for the pre-sale contracts of commodity
properties.

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" (B4 — finsa 7 i
T A 50 3 R A S TS U A B T REAGAE ). Pursuant to  the notice, without the pre-sale
approval, the commodity houses are not permitted to be pre-sold and the real estate developer is
not allowed to charge the buyer any deposit 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.

The "Provisions on Sales of Commodity Properties at Clearly Marked Price” (75 )5 &£ IS AZAE AR
7E) was promulgated by the NDRC on March 16, 2011 and became effective on May 1, 2011.
According to the provisions, any real estate developer or real estate agency (“real estate
operators”) is required to mark the selling price explicitly and clearly for both newly-build and
second-hand commodity properties. The provisions require real estate operators to clearly
indicate to the public the prices and relevant fees of commodity properties, as well as other
factors affecting the prices of commodity properties. With respect to the real estate development
projects that have received property pre-sale license or have completed the filing procedures for
the sales of constructed properties, real estate operators shall announce all the commodity
properties available for sales at once within the specified time limit. Furthermore, with regard to
a property that has been sold, real estate operators are obliged to disclose this information and
to disclose the actual transaction price. Real estate operators cannot sell commodity properties
beyond the stated price or charge any other fees not explicitly marked. Moreover, real estate
operators may neither mislead property purchasers with false or irregular price marking, nor
engage in price fraud by using false or misleading price marking methods.

(c) Mortgages of property

Under the Urban Real Estate Law and the “The Security Law of the People’s Republic of China”
(P AR ILAEPELRE) which was promulgated by the Standing Committee of the National
People’s Congress on June 30, 1995 and became effective on October 1, 1995, and the “"Measures
on the Administration of Mortgage of Buildings in Urban Areas” (i[5 b &3 & L) which
was promulgated by the Ministry of Construction in May 1997 and revised on August 15, 2001,
mortgage refers to the act of a debtor, or a third party, who, without transferring the occupancy
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of the properties, charge those properties as security for the creditor’s rights. When the debtor
fails to pay his debt, the creditor has a right to obtain compensation, in accordance with the
stipulations of the aforesaid law and regulation, by converting the properties into money or seek
preferential payments from the proceeds from the auction or sale of the concerned properties.
The obligation secured by a mortgagor shall not exceed the value of the properties mortgaged.
After being mortgaged, the balance of value of the properties that exceeded the creditor’s rights
can be mortgaged for a second time, but the sum of the mortgage shall not exceed the value of
the balance. When a mortgage is created on the ownership of a building on state-owned land
legally obtained, a mortgage shall be simultaneously created on the land use rights of the land
on which the building is erected. When the land use rights of state-owned lands acquired
through means of assignment is mortgaged, the buildings on the land shall also be mortgaged at
the same time. The land use rights of town and village enterprises cannot be mortgaged
individually. When the buildings of the town and village enterprises are mortgaged, the land use
rights occupied by the buildings shall also be mortgaged at the same time. The mortgagor and
the mortgagee are required to sign a mortgage contract in writing. Within 30 days after a
property mortgage contract has been signed, the parties to the mortgage are required to register
the mortgage with the property administration authority at the location where the property is
situated. A real estate mortgage contract shall become effective on the date of registration of
the mortgage. If a mortgage is created on the real estate in respect of which a property
ownership certificate has been obtained legally, the registration authority shall make an entry
under the “third party rights” item on the original real estate ownership certificate and then
issue a Certificate of Third Party Rights to Real Estate to the mortgagee. If a mortgage is created
on the commodity building put to pre-completion sale or under c