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IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE
NON-U.S. PERSONS OUTSIDE OF THE UNITED STATES

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

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY
JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE,
REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”),
OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE
SECURITIES MAY NOT BE OFFERED, SOLD OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES OR
TO, OR FOR THE ACCOUNT OF OR BENEFIT OF U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT), EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBIJECT TO,
THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR LOCAL
SECURITIES LAWS.

THE FOLLOWING PRELIMINARY OFFERING MEMORANDUM MAY NOT BE FORWARDED OR DISTRIBUTED TO
ANY OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THIS 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. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION
CONTRARY TO ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORIZED AND WILL NOT BE ABLE
TO PURCHASE ANY OF THE SECURITIES DESCRIBED THEREIN.

Confirmation of your representation: In order to be eligible to view this offering memorandum or make an investment decision
with respect to the securities, investors must be non-U.S. persons (as defined under Regulation S under the Securities Act)
outside the United States. By accepting the e-mail and accessing this preliminary offering memorandum, you shall be deemed
to have represented to us that (1) you and any customers you represent are non-U.S. persons outside the United States and that
the electronic mail address that you gave us and to which this e-mail has been delivered is not located in the United States and
(2) that you consent to delivery of such preliminary offering memorandum by electronic transmission.

The attached preliminary offering memorandum is not a prospectus for the purposes of the European Union’s Directive
2003/71/EC (and any amendments thereto) as implemented in member states of the European Economic Area (the “EEA”).

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

The communication of the attached preliminary offering memorandum 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 (the “FSMA”). Accordingly, such documents and/or materials are not being distributed to, and must not be passed on
to, the general public in the United Kingdom. The communication of such documents and/or materials as a financial promotion
is only being made to those persons in the United Kingdom who have professional experience in matters relating to
investments and who fall within the definition of investment professionals (as defined in Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Financial Promotion Order”)), or who fall
within Article 49(2)(a) to (d) of the Financial Promotion Order, or who are any other persons to whom it may otherwise
lawfully be made under the Financial Promotion Order (all such persons together being referred to as “relevant persons”). In
the United Kingdom, the securities described in the attached preliminary offering memorandum are only available to, and any
investment or investment activity to which the attached preliminary 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 the attached
preliminary offering memorandum or any of its contents.

You are reminded that this preliminary offering memorandum has been delivered to you on the basis that you are a person into
whose possession this preliminary offering memorandum may be lawfully delivered in accordance with the laws of jurisdiction
in which you are located and you may not, nor are you authorized to, deliver or disclose the contents of this preliminary
offering memorandum to any other person.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or solicitation in any
place where offers or solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a licensed
broker or dealer and the initial purchasers or any affiliate of the initial purchasers is a licensed broker or dealer in that
jurisdiction, the offering shall be deemed to be made by the initial purchasers or such affiliate on behalf of the issuer in such
jurisdiction. This preliminary offering memorandum has been sent to you in an electronic form. You are reminded that
documents transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently, none of the Joint Global Coordinators, the Joint Lead Managers and the Joint Bookrunners, or The Hongkong
and Shanghai Banking Corporation Limited, as trustee, principal paying agent, transfer agent, registrar and collateral agent or
any person who controls any of them or any director, officer, employee or agent of any of them or affiliate of any such person
accepts any liability or responsibility whatsoever in respect of any difference between the offering memorandum distributed to
you in electronic format and the hard copy version available to you on request.

You are responsible for protecting against viruses and other destructive items. 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.
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AGILE GROUP HOLDINGS LIMITED

(incorporated with limited liability under the laws of the Cayman Islands)

US$200,000,000 8.5% Senior Notes due 2021
Issue Price: 100 %

The US$200,000,000 8.5% Senior Notes due 2021 (the “Notes”) will bear interest from July 18, 2018, at 8.5% per annum payable
semiannually in arrears on January 18 and July 18 of each year, beginning January 18, 2019. The Notes will mature on July 18, 2021.

The Notes are senior obligations of Agile Group Holdings Limited (the “Company”) guaranteed (the “Subsidiary Guarantees”) by our
existing subsidiaries (the “Subsidiary Guarantors”) other than (1) those organized under the laws of the PRC and (2) certain other
subsidiaries specified in “Description of the Notes.”

We may at our option redeem the Notes, in whole or in part, at any time and from time to time on or after July 18, 2020, at a
redemption price of 104.25% plus accrued and unpaid interest, if any, to (but not including) the redemption date. At any time and
from time to time prior to July 18, 2020, we 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 at a redemption price of 108.5% of the principal amount of the
Notes, plus accrued and unpaid interest, if any, to (but not including) the redemption date. In addition, we may redeem the Notes, in
whole but not in part, at any time prior to July 18, 2020, at a price equal to 100% of the principal amount of the Notes plus the
applicable premium as set forth in this offering memorandum as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date. Upon the occurrence of a Change of Control Triggering Event (as defined under the “Description of the Notes”), 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 (but not including) the date of repurchase.

The Notes will (1) rank at least pari passu in right of payment against the Company with respect to the 2015 Notes, the 2017 Notes,
the 2016 Hang Seng Bank Syndicated Loan, the 2017 SCB Facility, the 2017 SCB Syndicated Loan, the 2017 HSBC Loan, the 2017
ICBC Loan, the 2017 CCB Loan, the 2018 Syndicated Loan and all other unsecured, unsubordinated indebtedness of the Company
(subject to any priority rights of such unsubordinated indebtedness pursuant to applicable law), (2) senior in right of payment to any
existing and future obligations of the Company expressly subordinated in right of payment to the Notes; (3) effectively subordinated
to the other secured obligations of the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors, to the extent of the
value of the assets serving as security therefor; and (4) effectively subordinated to all existing and future obligations of the Non-
Guarantor Subsidiaries, which will not provide a guarantee for the Notes. However, applicable law may limit the enforceability of the
Subsidiary Guarantees, the JV Subsidiary Guarantees (if any) and the pledge of any collateral. See “Risk Factors — Risks Relating to
the Subsidiary Guarantees, the JV Subsidiary Guarantees and the Collateral.”

For a more detailed description of the Notes, see “Description of the Notes” beginning on page 200.
Investing in the Notes involves risks. See “Risk Factors” beginning on page 14 before investing in the Notes.

Application has been made to the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for the listing and quotation of the
Notes on the SGX-ST. The SGX-ST assumes no responsibility for the correctness of any of the statements made, opinions expressed
or reports contained herein. Approval in-principle from, admission to the Official List of, and listing and quotation of the Notes on,
the SGX-ST are not to be taken as an indication of the merits of the Company, the Subsidiary Guarantors, the JV Subsidiary
Guarantors (if any) or any other subsidiary or associated company of the Company, the Notes, the Subsidiary Guarantees or the JV
Subsidiary Guarantees.

The Notes are expected to be rated BB by Standard & Poor’s Ratings Services and Ba3 by Moody’s Investors Service. The credit
ratings accorded to the Notes are not a recommendation to purchase, hold or sell the Notes in as much as such ratings do not
comment as to market price or suitability for a particular investor.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been and will not be registered
under the United States Securities Act of 1933, as amended (the “Securities Act””), and may not be offered, sold or delivered
within the United States or to or for the benefit of U.S. persons except pursuant to exemptions from, or on 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 to non-U.S. persons (as defined in Regulation S under the Securities Act) in compliance with Regulation S
under the Securities Act (“Regulation S”) and in accordance with any other applicable laws. For a description of certain
restrictions on resale or transfer, see “Transfer Restrictions” beginning on page 280.

Pursuant to the Notice on Promoting the Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings
and Registrations (P55 ECE Z B i i A S 38 47 HMEUM S RIS MBCR iR GBI [2015]204488) (the “NDRC Notice”) promulgated by the
National Development and Reform Commission of the PRC (the “NDRC”) 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 April 11, 2018
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 business days after the issue date of the Notes.

It is expected that delivery of the Notes will be made on or about July 18, 2018 through the book-entry facilities of Euroclear Bank
SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) against payment therefor in immediately available funds.

Joint Global Coordinators

HSBC ICBC (Asia) Standard Chartered UBS
i T BRI Bank i 81
T8 AT

Joint Bookrunners and Joint Lead Managers
BNP PARIBAS BOCOM International CEB International China CITIC Bank Industrial Bank Co.,
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The date of this offering memorandum is July 11, 2018
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This offering memorandum has been prepared by us solely for use in connection with the proposed placement of
the Notes. We, as well as The Hongkong and Shanghai Banking Corporation Limited, Industrial and Commercial
Bank of China (Asia) Limited, Standard Chartered Bank and UBS AG Hong Kong Branch (the “Joint Global
Coordinators”), BNP Paribas, BOCOM International Securities Limited, CEB International Capital Corporation
Limited, China CITIC Bank International Limited and Industrial Bank Co., Ltd. Hong Kong Branch (the “Joint
Bookrunners and Joint Lead Managers” and, together with the Joint Global Coordinators, the “Managers” or the
“Initial Purchasers”), reserve the right to withdraw the offering of the Notes at any time or to reject any offer to
purchase, in whole or in part, for any reason, or to sell less than all of the Notes offered hereby.

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.

The attached offering memorandum is not a prospectus for the purposes of the European Union’s
Directive 2003/71/EC (and any amendments thereto) as implemented in member states of the
European Economic Area (the “EEA”).

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

The communication of the attached preliminary offering memorandum 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 (the
“FSMA”). Accordingly, such documents and/or materials are not being distributed to, and must not
be passed on to, the general public in the United Kingdom. The communication of such documents
and/or materials as a financial promotion is only being made to those persons in the United Kingdom



who have professional experience in matters relating to investments and who fall within the
definition of investment professionals (as defined in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Financial Promotion
Order”)), or who fall within Article 49(2)(a) to (d) of the Financial Promotion Order, or who are any
other persons to whom it may otherwise lawfully be made under the Financial Promotion Order (all
such persons together being referred to as “relevant persons”). In the United Kingdom, the securities
described in the attached preliminary offering memorandum are only available to, and any
investment or investment activity to which the attached preliminary 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 the attached preliminary offering memorandum or any of its
contents.

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

This offering memorandum is personal to the prospective investor to whom it has been delivered by
the Managers and does not constitute an offer to any other person or to the public in general to
subscribe for or otherwise acquire the Notes. Distribution of this offering memorandum to any
person other than the prospective investor and those persons, if any, retained to advise that
prospective investor with respect thereto is unauthorized, and any disclosure of its contents without
our prior written consent is prohibited. The prospective investor, by accepting delivery of this
offering memorandum, agrees to the foregoing and agrees not to make any photocopies of this
offering memorandum.

This offering memorandum is intended solely for the purpose of soliciting indications of interest in
the Notes from qualified investors and does not purport to summarize all of the terms, conditions,
covenants and other provisions contained in the Indenture and other transaction documents described
herein. The information provided is not all-inclusive. The market information in this offering
memorandum has been obtained by us from publicly available sources deemed by us to be reliable.
Notwithstanding any investigation that the Managers may have conducted with respect to the
information contained herein, the Managers do not accept any liability in relation to the information
contained in this offering memorandum or its distribution or with regard to any other information
supplied by or on our behalf.

You should rely only on the information contained in this offering memorandum. We have not
authorized anyone to provide you with information that is different. This offering memorandum may
only be used where it is legal to sell the Notes. The information in this document may only be
accurate at the date of this offering memorandum. 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 that the information set forth herein is correct in all material respects as of any date
subsequent to the date hereof.

We confirm that, after having made all reasonable inquiries, this offering memorandum contains all
information with regard to us and the Notes which is material to the offering and sale of the Notes,
that the information contained in this offering memorandum is true and accurate in all material
respects and is not misleading in any material respect and that there are no omissions of any other
facts from this offering memorandum which, by their absence herefrom, make this offering
memorandum misleading in any material respect. We accept responsibility accordingly.

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
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information contained herein; (ii) such person has not relied on the Managers or any person affiliated
with the Managers 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 (other than as contained
herein and information given by our duly authorized officers and employees in connection with
investors’ examination of our company and the terms of the offering of the Notes) and, if given or
made, any such other information or representation should not be relied upon as having been
authorized by us or the Managers.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been
and will not be registered under the United States Securities Act of 1933, as amended (the
“Securities Act”), and may not be offered, sold or delivered within the United States or to or
for the benefit of U.S. persons except pursuant to exemptions from, or on 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 to non-U.S. persons (as defined in Regulation S
under the Securities Act) in compliance with Regulation S under the Securities Act
(““Regulation S”) and in accordance with any other applicable laws.

We are not, and the Managers are not, making an offer to sell the Notes in any jurisdiction except
where an offer or sale is permitted. The Notes are subject to restrictions on transferability and resale.
Purchasers of the Notes may not transfer or resell the Notes except as permitted under the Securities
Act and applicable state securities laws. Prospective investors should be aware that they may be
required to bear the financial risks of this investment for an indefinite period of time.

None of us, the Managers, the Trustee, Principal Paying and Transfer Agent and Registrar and
the Collateral Agent, or any of their respective affiliates or representatives, is making any
representation to any offeree or purchaser of the Notes offered hereby regarding the legality of
any investment by such offeree or purchaser under applicable legal investment or similar laws.
Each prospective investor should consult with its own advisers as to legal, tax, business,
financial and related aspects of a purchase of the Notes. None of the Managers, the Trustee,
Principal Paying and Transfer Agent and Registrar and the Collateral Agent makes any
representation, warranty or undertaking, express or implied, or accepts any responsibility, with
respect to the accuracy or completeness of any of the information in this offering memorandum.
To the fullest extent permitted by law, none of the Managers, the Trustee, Principal Paying and
Transfer Agent and Registrar and the Collateral Agent accepts any responsibility for the
contents of this offering memorandum or for any other statement made or purported to be
made by the Managers or on their behalf in connection with us or the issue and offering of the
Notes. Each of the Managers, the Trustee, Principal Paying and Transfer Agent and Registrar
and the Collateral Agent accordingly disclaims all and any liability whether arising in tort or
contract or otherwise which it might otherwise have in respect of this offering memorandum or
any such statement.

This Offering Memorandum has not been and will not be registered as a prospectus with the
Monetary Authority of Singapore under the Securities and Futures Act (Chapter 289 of Singapore)
(the “SFA”). Accordingly, this Offering Memorandum and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the Notes may not be
circulated or distributed, nor may the Notes be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to any person in Singapore
other than (i) to an institutional investor under Section 274 of the SFA, (ii) to a relevant person
pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the
conditions specified in Section 275, of the SFA, or (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA.

Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person
which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the
sole business of which is to hold investments and the entire share capital of which is owned by

one or more individuals, each of whom is an accredited investor; or
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(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights
and interest (howsoever described) in that trust shall not be transferred within six months after that
corporation or that trust has acquired the Notes pursuant to an offer made under Section 275 of the
SFA except:

(1) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to
any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the
SFA;

(2) where no consideration is or will be given for the transfer;
(3) where the transfer is by operation of law;
(4) as specified in Section 276(7) of the SFA; or

(5) as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and
Debentures) Regulations 2005 of Singapore.

CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

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

requires.

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 Managers or their respective directors and advisors, and
neither us, the Managers nor our or their respective directors and advisors make any representation
as to the accuracy or completeness of that information. In addition, third-party information providers
may have obtained information from market participants and such information may not have been
independently verified. This offering memorandum summarizes certain documents and other
information, and investors should refer to them for a more complete understanding of 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.

The statistics set forth in this offering memorandum relating to the PRC and the property industry in
the PRC were taken or derived from various government and private publications. The Managers do
not make any representation as to the accuracy of such statistics, which 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 this offering memorandum, all references to “US$” and “U.S. dollars” are to United States dollars,
the official currency of the United States of America (the “United States” or “U.S.”); all references
to “HK$” and “H.K. dollars” are to Hong Kong dollars, the official currency of the Hong Kong
Special Administrative Region of the PRC (“Hong Kong” or “HK”); and all references to “RMB” or
“Renminbi” are to Renminbi, the official currency of the People’s Republic of China, or the PRC.

We record and publish our financial statements in Renminbi. Unless otherwise stated in this offering
memorandum, all translations from Renminbi amounts to U.S. dollars were made at the rate of
RMB6.5063 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 29, 2017, and all translations from H.K. dollars into U.S. dollars were made at the rate of
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HK$7.8128 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 29,
2017. 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 Rate Information.”

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

References to the “Chen family” in this offering memorandum are to Chen Zhuo Lin, Chan Cheuk
Yin, Luk Sin Fong, Fion, Chan Cheuk Hung, Chan Cheuk Hei, Chan Cheuk Nam, Lu Liqing, Lu
Yanping, Chan Siu Na and Zheng Huiqiong.

References to “2010 Notes” are to our US$650 million aggregate principal amount of 8.875% Senior
Notes due by 2017. We redeemed all outstanding amount of the 2010 Notes on June 27, 2016.

References to “Convertible Bonds™ are to our 4% convertible bonds in an aggregate principle amount
of US$500 million due 2016. We redeemed all outstanding Convertible Bonds in full on May 28,
2014.

References to “2012 Notes” are to our US$700 million aggregate principal amount of 9.875% Senior
Notes due 2017. We redeemed all outstanding amount of the 2012 Notes on March 20, 2017.

References to “Perpetual Capital Securities” are to our subordinated perpetual capital securities in an
aggregate principal amount of US$700 million.

References to “Domestic Perpetual Capital Securities” are to our PRC perpetual capital securities in
an aggregate principal amount of RMB1,100 million.

References to “Property Management Asset-backed Securities” are to our asset-backed securities in
the principal amount of RMB1,100,000,000 established on February 26, 2016. We redeemed all
outstanding asset-backed securities on September 26, 2017.

References to “2014 USD Notes” are to our US$500 million aggregate principal amount of 8.375%
Senior Notes due 2019. We redeemed all outstanding amount of the 2014 USD Notes on
September 14, 2017.

References to “2014 RMB Notes” are to our RMB2,000 million aggregate principal amount of 6.50%
Senior Notes due 2017. We redeemed all outstanding amount of the 2014 RMB Notes on
February 28, 2017.

References to “Panyu Asset-backed Securities” are to our asset-backed securities in the principal
amount of RMB1,111.5 million established on September 1, 2017.

References to “2015 Notes” are to our US$500 million aggregate principal amount of 9.0% Senior
Notes due 2020.

References to “2016 Hang Seng Bank Syndicated Loan” are to our HK$6,707 million term loan
facility, with greenshoe option of HK$2,000 million, with various lenders, among others, China
CITIC Bank International Limited, BNP Paribas, The Hongkong and Shanghai Banking Corporation
Limited and Standard Chartered Bank, and Hang Seng Bank Limited as the facility agent which we
entered into on May 26, 2016.

References to “2017 Notes” are to our US$200 million aggregate principal amount of 5.125% Senior
Notes due 2022.



References to “2017 SCB Facility” are to our HK$624 million term loan facility with various lenders
and Standard Chartered Bank (Hong Kong) Limited as the facility agent which we entered into on
June 2, 2017.

References to “2017 SCB Syndicated Loan” are to our dual tranche transferable term loan facilities
denominated in both H.K. dollars and U.S. dollars in the amount of HK$3,519 million and US$0 with
various lenders and Standard Chartered Bank (Hong Kong) Limited as the facility agent which we
entered into on July 17, 2017.

References to “2017 HSBC Loan” are to our HK$1,170 million term loan facility with The
Hongkong and Shanghai Banking Corporation Limited as facility agent and as security agent which
we entered into on November 14, 2017.

References to “2017 ICBC Loan” are to our HK$300 million term loan facility with Industrial and
Commercial Bank of China (Asia) Limited as lender which we entered into on November 24, 2017.

References to “2017 CCB Loan” are to our HK$400 million term loan facility with China
Construction Bank Corporation, Hong Kong Branch as facility agent and as security agent which we
entered into on December 19, 2017.

References to “2018 Perpetual Securities” are to our US$500 million aggregate principal amount of
Senior Perpetual Capital Securities.

References to “2018 Syndicated Loan” are to our HK$8,834 million (with a greenshoe option of
HK$2,500 million) and US$200 million term loan facility which we entered into on May 21, 2018.

References to “June 2018 Perpetual Securities” are to our US$100 million aggregate principal
amount of Senior Perpetual Capital Securities.

References to the “Guangzhou 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 is implemented
through a project company (the “Asian Games JV”), in which we hold a minority equity interest. We
have included this project in the total number of our property projects as of December 31, 2017, and
also have taken into account this project when calculating the site area or GFA data included in this
offering memorandum, unless otherwise specified. For additional information, see “Business —
Guangzhou Asian Games City Project.”

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

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.

Totals presented in this offering memorandum may not equal the apparent total of individual items
because of rounding of numbers.
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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, strategy, 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:

LR I3 EE RT3

° our business and operating strategies;

° our capital expenditure plans;

° various business opportunities that we may pursue;

° our operations and business prospects;

] our financial condition and results of operations;

o availability of and changes to bank loans and other forms of financing;
o the industry outlook generally;

o future developments in and the performance of the property market in Guangdong
Province and other areas of the PRC;

° changes in political, economic, legal and social conditions in the PRC, including the PRC
government’s, particularly the Guangdong provincial government’s, specific policies
which affect land supply, availability and cost of financing, and pre-sale, pricing and
volume of our property developments;

° the timely repayments by our purchasers of mortgage loans guaranteed by us;
° changes in competitive conditions and our ability to compete under these conditions;

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

° changes in currency exchange rates;

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

o 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 reflect our management’s view only as of the date of this offering memorandum. We
undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise. In light of these risks, uncertainties and assumptions,
the forward-looking events discussed in this offering memorandum might not occur.
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ENFORCEMENT OF CIVIL LIABILITIES

We are an exempted company incorporated in the Cayman Islands with limited liability. The Cayman
Islands has a different body of securities laws from the United States and protections for investors
may differ.

All of our assets are located outside the United States. In addition, all of our 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 or such
persons or to enforce against us 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, each of the Subsidiary Guarantors and each of the JV Subsidiary Guarantors (if any) expect to
appoint Cogency Global Inc. as our agent to receive service of process with respect to any action
brought against us, any Subsidiary Guarantor or any JV Subsidiary Guarantor 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 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; (¢) 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.

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 us under which a sum of
money is payable (other than a sum of money payable in respect of multiple damages, taxes or other
charges of a like nature or in respect of a fine or other penalty) and would give a judgment based
thereon provided that (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 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);
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(c) is contrary to public policy or natural justice;
(d) 1is based on foreign penal, revenue or other public law; or

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

Further, we have been advised by our PRC legal counsel, Jingtian & Gongcheng Attorney at Law
(“Jingtian”), 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.
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PRESENTATION OF FINANCIAL INFORMATION

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

We use EBITDA to provide additional information about our operating performance. EBITDA is not
a standard measure under either U.S. GAAP or 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.

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

Our definition of EBITDA should not be considered in isolation or construed as an alternative to
profit for the year or as an indicator of operating performance or any other standard measure under
HKFRS or U.S. GAAP. 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. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Non-GAAP Financial Measures” for more information. Investors should
also note that EBITDA as presented herein may be calculated differently from Consolidated EBITDA
as defined and used in the Indenture governing the Notes. 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.



“certificate of
completion” . . . . ...

“commodity
properties” . ... ...

“construction land
planning permit” . . . .

s

“construction permit’

“construction works
planning permit” . . . .

“GFA” . .. ... .. ...

“land grant confirmation
agreement” . ... ...

“land grant contract”

“land grant or transfer
document” . . . ... ..

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

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

“LAT” ... ... ...

“low-density units”

“pre-sale” . ... .....

“pre-sale permit” . . . ..

GLOSSARY OF TECHNICAL TERMS

a construction project planning inspection and clearance certificate
(% TREMHIBRIC S #478) issued by local urban zoning and planning
bureaus or equivalent authorities, or an equivalent certificate issued by
relevant authorities in China with respect to the completion of property
projects subsequent to their on-site examination and inspection.

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

a construction land planning permit (F2&HHIKIHIFF I #) issued by local
urban zoning and planning bureaus or equivalent authorities in China.

a construction works commencement permit (85 L2 L A7) issued
by local construction committees or equivalent authorities in China.

a construction works planning permit (H2%F TFEHIHBIFFAIE) issued by
local urban zoning and planning bureaus or equivalent authorities in
China.

gross floor area.

(A LS TR E) a confirmation given by a PRC land
authority that a property developer has won the bid for the land use
rights of a parcel of land in the government-organized land bidding,
auction or listing-for-sale process.

A LI L S F) 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.

a land grant contract, land grant confirmation agreement or land use
rights transfer agreement.

a state-owned land use rights certificate (A THEHE) or real
property ownership certificate (N#)ZE# %) issued by a local real estate
and land resources bureau with respect to the land use rights.

(A T TR S 7)) 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 (fHS(EFL).

the low-density units that we develop include stand-alone houses,
semi-detached houses and townhouses.

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

a commodity property pre-sale permit (Fifif5HERFAI#) issued by
local housing and building administrative bureaus or equivalent

authorities with respect to the pre-sale of relevant properties.
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“property ownership
certificate” . ... ... a property ownership and land use rights certificate (5 HiZERER) issued
by a local real estate and land resources bureau with respect to the land
use rights and the ownership rights of the buildings on the relevant

land.
“sq.ft.” Lo square feet.
“sqm.” L. square meter.
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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 property developers in China. We focus primarily on the development of
large-scale mixed-use property projects, with extensive presence in the businesses of property
management, hotel operations, property investment, environmental protection and construction. We
enjoy strong brand name recognition. In 2017, we received numerous awards and recognition,
including “2017 Ranking of China’s 100 Best Real Estate Enterprises” and “2017 Top 30 Listed
China’s Real Estate Enterprises” by Guandian Real Estate New Media, “China Property Award of
Supreme Excellence 20177 by Organizing Committee of China Property Award of Supreme
Excellence, “Outstanding China Real Estate Enterprise 2016” by Quamnet and “Corporate Social
Responsibility Award 2017” by Capital Magazine.

We offer a wide range of real estate products, including low-density units (comprising stand-alone
houses, semi-detached houses and townhouses), duplexes and apartments, to satisfy a broad range of
customers of varying income levels with a majority of our products targeting end users including
both first time home purchasers and upgraders. In addition to residential properties, we develop
commercial properties, including retail shops complementary to our residential properties, shopping
malls, office buildings and hotels. We also provide property management and hotel operation
services.

Our management team includes members with over 25 years of experience in the PRC real estate
industry and has contributed to the growth of our business substantially since we first commenced
property development activities in Guangdong Province in 1992. As of December 31, 2017, we had
102 projects within our land bank, 50 of which were located in Southern China region with a total
GFA of approximately 11.6 million sq.m.; 20 in Eastern China region with a total GFA of
approximately 3.8 million sq.m.; eight in Western China region with a total GFA of approximately
1.9 million sq.m.; eight in Central China region with a total GFA of approximately 1.8 million sq.m.;
five in Hainan Province with a total GFA of approximately 6.0 million sq.m.; three in Yunnan
Province with a total GFA of approximately 4.9 million sq.m.; one in Northeast China region with a
total GFA of approximately 0.7 million sq.m.; three in Northern China region with a total GFA of
approximately 0.6 million sq.m.; one in Hong Kong with a total GFA of approximately 0.002 million
sq.m.; two in Kuala Lumpur of Malaysia with a total GFA of approximately 0.3 million sq.m. and
one in South San Francisco of the U.S. with a total GFA of approximately 0.02 million sq.m. These
102 projects have an aggregate site area of approximately 44.4 million sq.m., and an aggregate GFA
of approximately 31.6 million sq.m., which includes an aggregate GFA of approximately 1.1 million
sq.m. of completed properties, an aggregate GFA of approximately 12.7 million sq.m. of properties
under development and an aggregate GFA of approximately 17.8 million sq.m. of properties held for
future development. We have obtained land use rights certificates for each of these 102 projects. As
of December 31, 2017, we had also entered into contracts to acquire additional parcels of land with a
total site area of 1.5 million sq.m. and an aggregate GFA of projects of 2.5 million sq.m. We were in
the process of applying for the land use rights certificates or the land titles with respect to such land.

For 2015, 2016 and 2017, the total GFA sold was approximately 4.8 million sq.m., and 5.1 million
sq.m. and 4.7 million sq.m., respectively. For 2015, 2016 and 2017, we recorded sales revenue from
property development of RMB41,421.2 million, RMB44,751.8 million and RMB49,261.8 million
(US$7,571.4 million), respectively, and the net profit attributable to our equity holders was
approximately RMB1,390.3 million, RMB2,283.6 million and RMB6,025.2 million (US$926.1
million), respectively.

Since 2006, we have begun to expand our property development business to strategically selected
cities outside Southern China Region such as in Eastern China Region, Western China Region,
Central China Region, Northeast China Region, Northern China Region, Hainan and Yunnan Region.




We intend to continue the expansion of our presence in markets outside the Southern China region
while maintaining our core focus in Southern China. We also initiated our tourism property business
in Hainan and Yunnan region in 2007 and 2012, respectively, in order to leverage the thriving
tourism industry in these provinces to attract purchasers of vacation homes. In 2014, we further
expanded our business outside of China with our first overseas project in Malaysia. In 2016, we
entered the market in the United States by investing 10% of equity interest of a project in South San
Francisco. In 2017, we acquired a project in Hong Kong. On a selective basis, we also engage in
other complementary businesses, such as property management, the development and management of
hotels, investment properties, with a view to dispersing operational risks, generating steady income
and enhancing the value of the nearby property projects. On February 9, 2018, A-Living Services
Co., Ltd. (“A-Living”), which provides property management services, was listed on the Hong Kong
Stock Exchange, constituting a spin-off from our Company, and which we believe allows us to
capitalize on our brand and diversify on value-added services through the enhancement of business
synergies. As of December 31, 2017, the total GFA under management was 78.3 million sq.m. As of
the date of this offering memorandum, we have eight hotels, two major shopping malls and one
office building in operation. For 2017, revenue from our hotel operations was RMB683.9 million
(US$105.1 million) and revenue from our property investment was RMB166.5 million (US$25.6
million).

In recent years, we entered into the environmental protection business to further diversify our source
of income and organically increase the value-add of our property development and management
projects. Our environmental protection business primarily includes solid waste treatment business,
environmental restoration business and water affairs business. See “Business — Environmental
Protection.”

We are a constituent stock of the Hang Seng Composite Index, the Hang Seng Global Composite
Index, the Hang Seng Stock Connect Hong Kong Index Series, the Hang Seng High Dividend Yield
Index, the Hang Seng Mainland Properties Index, the Hang Seng High Beta Index, the MSCI China
Index and the Lippo Select HK & Mainland Property Index.

The following table sets forth the geographical distribution of our 102 projects in terms of GFA
completed, GFA under development and GFA held for future development within the land bank as of
December 31, 2017:

GFA Held
GFA GFA under for Future
Completed Development Development Total
sq.m. % sq.m. % sq.m. % sq.m. %

Southern China Region .. ........ 466,621 42.0 3,632,162 28.7 7,530,740 42.3 11,629,524 36.8
Eastern China Region . .......... 187,746 16.9 2,335,750 18.5 1,264,770 7.1 3,788,266 12.0
Western China Region . . . .. ... ... 79,923 7.2 1,010,700 8.0 809,041 4.5 1,899,664 6.0
Central China Region . .......... 21,386 1.9 841,215 6.6 901,763 5.1 1,764,364 5.6
Hainan & Yunnan Region . . . ... ... 332,139 29.9 4,268,099 33.7 6,243,200 35.1 10,843,437 34.3
Northeast China Region . . . . ... ... 12,127 1.1 266,100 2.1 448,168 2.5 726,395 2.3
Northern China Region . ......... 11,641 1.0 136,484 1.1 433,171 2.4 581,296 1.8
Hong Kong . ... ... ... ... .. ... — — — — 1,887 0.0 1,887 0.0
OVerseas . . ... ....oouuunenn.. — — 167,100 1.3 172,864 1.0 339,964 1.1

1,111,584 100.0 12,657,610 100.0 17,805,604 100.0 31,574,798 100.0

Recent Developments

June 2018 Perpetual Securities

On June 26, 2018, we issued the June 2018 Perpetual Securities in an aggregate principal amount of
US$100 million. See “Description of other material indebtedness — June 2018 Perpetual
Securities”.




2018 Syndicated Loan

On May 21, 2018, we entered into a facility agreement with various lenders and Hang Seng Bank
Limited as the facility agent for term loan facilities in two tranches, which includes a Hong Kong
dollar term loan tranche in an aggregate amount of HK$8,834 million (with a greenshoe option of
HK$2,500 million) and a USD term loan tranche US$200 million, for a term of 48 months
commencing from May 21, 2018.

2018 Perpetual Securities

On March 7, 2018 and April 4, 2018, we issued the 2018 Perpetual Securities in an aggregate
principal amount of US$500 million. See “Description of other material indebtedness — 2018
Perpetual Securities”.

Global offering of A-Living

On February 9, 2018, the shares of A-Living, were listed on the main board of the Hong Kong Stock
Exchange, constituting a spin-off from our Company. The final offer price for the A-Living shares in
the global offering was HK$12.30 per A-Living share (exclusive of brokerage, SFC transaction levy
and stock exchange trading fee). Based on the offer price of HK$12.30 per offer share, the net
proceeds from the global offering received by A-Living, after deduction of the underwriting fees and
commissions and estimated expenses payable by A-Living in connection with the global offering was
approximately HK$3.9 billion. After the global offering, we, through our wholly owned subsidiaries,
indirectly control in aggregate approximately 54% of the total issued share capital of A-Living.
Pre-sales value

For the six months ended June 30, 2018, our Group, together with our joint ventures and associates,
achieved pre-sales value of approximately RMB46.6 billion (US$7.2 billion) and the corresponding
GFA pre-sold was approximately 3.6 million sq.m. The average selling price was RMB13,107
(US$2,015) per sq.m.

Competitive Strengths

We believe that our success and future prospects are supported by a combination of the following
competitive strengths:

o market leadership with a well-established track record;

] diversified, sizeable and low-cost land bank;

° strong brand name recognition and a wide spectrum of high-quality products;

° stable income from other segments;

o experience in large-scale multi-phase developments; and

] strong corporate governance and experienced management.
Business Strategies
We plan to further diversify our “1+N” business model, strengthen our position in the property
development business and accelerate the development of other businesses. We also aim to improve
our execution, operational efficiency and overall management quality. We intend to achieve our
overall business objectives by pursuing the following strategies:

° Optimize land bank with an active but prudent land acquisition strategy;

° Enhance overall management to maximize profits;




o Further expand property management business with diversified value-added services;

o Increase our competitive edge in other businesses, including hotel operations and property
investment, A-Living, environmental protection and construction; and

o Strengthen our brand recognition nationwide and overseas.
General Information

The Company is incorporated in the Cayman Islands on July 14, 2005 as an exempted company with
limited liability, with registered number CT-151949. Its principal place of office in the PRC is at
33rd Floor, Agile Center, 26 Huaxia Road, Zhujiang New Town, Tianhe District, Guangzhou City,
Guangdong Province, PRC, Postal Code: 510623. Our principal place of business in Hong Kong is at
18/F., Three Pacific Place, 1 Queen’s Road East, Hong Kong. Our registered office is located at
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands.




Summary of the Offering

The following is a brief summary of the terms of this offering and is qualified in its entirety by the
remainder of this offering memorandum. For a detailed description of the Notes, see the section
entitled “Description of the Notes.” The terms and conditions of the Notes prevail to the extent of
any inconsistency with the summary set forth in this section. This summary is not intended to be
complete and does not contain all of the information that is important to an investor. Terms used in
this summary and not otherwise defined shall have the meanings given to them in “Description of the

Notes.”
Issuer . ... ........

Notes Offered . . . . . . .

Offering Price . ... ..
Maturity Date . ... ..

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

Ranking of the Notes . .

Agile Group Holdings Limited (the “Company”).

US$200,000,000 aggregate principal amount of 8.5% Senior Notes due
2021 (the “Notes”).

100% of the principal amount of the Notes.

July 18, 2021.

The Notes will bear interest at a rate of 8.5% per annum, payable semi-
annually in arrears on January 18 and July 18 of each year,
commencing January 18, 2019.

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 against the Company
with respect to the 2015 Notes, the 2017 Notes, the 2016
Hang Seng Bank Syndicated Loan, the 2017 SCB Facility,
the 2017 SCB Syndicated Loan, the 2017 HSBC Loan, the
2017 ICBC Loan, the 2017 CCB Loan, the 2018 Syndicated
Loan and 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 and the JV
Subsidiary Guarantor (if any) on a senior basis, subject to
the limitations described under the caption “Description of
the Notes — The Subsidiary Guarantees and the JV
Subsidiary Guarantees” and in “Risk Factors — Risks
Relating to the Subsidiary Guarantees, the JV Subsidiary
Guarantees and the Collateral;”

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

effectively subordinated to all existing and future
obligations of the Non-Guarantor Subsidiaries, which will
not provide a Guarantee for the Notes.

After the pledge of the Collateral by the Company and the Subsidiary
Guarantor Pledgors and subject to certain limitations described under




Subsidiary Guarantees
and JV Subsidiary
Guarantees

“Risk Factors — Risks Relating to the Subsidiary Guarantees, the JV
Subsidiary Guarantees and the Collateral,” the Notes will:

° be entitled to a security interest in the Collateral pledged by
the Company and the Subsidiary Guarantor Pledgors
(subject to any Permitted Liens) shared on a pari passu
basis pursuant to the Intercreditor Agreement among (i) the
holders of the 2015 Notes, (ii) the holders of the 2017
Notes, (iii) the lenders of the 2016 Hang Seng Bank
Syndicated Loan, (iv) the lenders of the 2017 SCB Facility,
(v) the lenders of the 2017 SCB Syndicated Loan, (vi) the
lenders of the 2017 HSBC Loan, (vii) the lender of the 2017
ICBC Loan, (viii) the lender of the 2017 CCB Loan, (ix) the
lenders of the 2018 Syndicated Loan and (x) any other
creditors with respect to Permitted Pari Passu Secured
Indebtedness; and

° 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, and interest on, and all other amounts payable under, the Notes.
The initial Subsidiary Guarantors will consist of all of the Company’s
Restricted Subsidiaries other than (i) those Subsidiaries organized
under the laws of the PRC and (ii) the other Non-Guarantor Restricted
Subsidiaries listed under “Description of the Notes — The Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

The Company will cause each of its future Restricted Subsidiaries
(other than Persons organized under the laws of the PRC, Exempted
Subsidiaries, Listed Subsidiaries and members of the Crown Golden
Group) to guarantee the payment of the Notes as either a Subsidiary
Guarantor or a JV Subsidiary Guarantor. Notwithstanding the
foregoing, the Company may elect to have any future Restricted
Subsidiary organized outside the PRC not provide a Subsidiary
Guarantee or a JV Subsidiary Guarantee at the time such entity
becomes a Restricted Subsidiary or ceases to be an Exempted
Subsidiary or a Listed Subsidiary, provided that, after giving effect to
the Consolidated Assets of such Restricted Subsidiary, the
Consolidated Assets of all Restricted Subsidiaries organized outside
the PRC (other than Exempted Subsidiaries and Listed Subsidiaries)
that are not Subsidiary Guarantors or JV Subsidiary Guarantors do not
account for more than 30% of the Total Assets of the Company.

A Subsidiary Guarantee may be released or replaced in certain
circumstances. See “Description of the Notes — The Subsidiary
Guarantees and the JV Subsidiary Guarantees — Release of the
Subsidiary Guarantees and JV Subsidiary Guarantees.” In the case of a
Subsidiary Guarantor with respect to which the Company or any of its
Restricted Subsidiaries is proposing to sell, whether through the sale
of existing shares or the issuance of new shares, no less than 20% 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




Ranking of Subsidiary

Guarantees

JV Subsidiary
Guarantees

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 and Listed Subsidiaries) that are not Subsidiary
Guarantors or JV Subsidiary Guarantors (including the Subsidiary
Guarantors whose Subsidiary Guarantees were released) do not
account for more than 30% of the Total Assets of the Company. For
purposes of the calculations in this paragraph and the foregoing
paragraph, the Consolidated Assets of the Crown Golden Group will be
excluded.

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

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

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

° ranks at least pari passu with the guarantees provided for the
the 2015 Notes, the 2017 Notes, the 2016 Hang Seng Bank
Syndicated Loan, the 2017 SCB Facility, the 2017 SCB
Syndicated Loan, the 2017 HSBC Loan, the 2017 ICBC Loan,
the 2017 CCB Loan, the 2018 Syndicated Loan and all other
unsecured, unsubordinated Indebtedness of such Subsidiary
Guarantor (subject to any priority rights of such
unsubordinated Indebtedness pursuant to applicable law); and

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

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

A JV Subsidiary Guarantee is required to be delivered by a Subsidiary
Guarantor if the Company wishes to release such Subsidiary Guarantor
from its Subsidiary Guarantee following a sale by the Company or any
of its Restricted Subsidiaries of Capital Stock in (a) such Subsidiary
Guarantor or (b) any other Subsidiary Guarantor that, directly or
indirectly, owns a majority of the Capital Stock of such Subsidiary
Guarantor, in each case where such sale is for no less than 20% and no
more than 49.9% of the issued Capital Stock of the relevant Subsidiary
Guarantor. If any is provided, the JV Subsidiary Guarantee of each JV
Subsidiary Guarantor:

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

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

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




Security . . .

Intercreditor
Agreement

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

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

The Company may also deliver a JV Subsidiary Guarantee instead of a
Subsidiary Guarantee on substantially similar conditions for certain
Restricted Subsidiaries that are established after the Original Issue
Date. See “Description of the Notes — The Subsidiary Guarantees and
the JV Subsidiary Guarantees.”

The Company has agreed, for the benefit of the holders of the Notes, to
pledge, or cause the initial Subsidiary Guarantor Pledgors to pledge, as
the case may be, the Capital Stock of each initial Subsidiary Guarantor
held directly by the Company or the Subsidiary Guarantor Pledgors
(the “Collateral”) (subject to Permitted Liens and pari passu sharing
described below) in order to secure the obligations of the Company
under the Notes and the Indenture and of such Subsidiary Guarantor
Pledgor under its Subsidiary Guarantee.

The Collateral securing the Notes and the Subsidiary Guarantees may
be released, reduced or diluted under certain other circumstances,
subject to the terms of the Indenture and the Intercreditor Agreement.
In addition, the Collateral will be shared on a pari passu basis
pursuant to the Intercreditor Agreement by the holders of the Notes
and the holders of other Permitted Pari Passu Secured Indebtedness,
including the holders of the 2015 Notes, the holders of the 2017 Notes,
the lenders of the 2016 Hang Seng Bank Syndicated Loan, the lenders
of the 2017 SCB Facility, the lenders of the 2017 SCB Syndicated
Loan, the lenders of the 2017 HSBC Loan, the lender of the 2017
ICBC Loan, the lender of the 2017 CCB Loan, and the lenders of the
2018 Syndicated Loan. See “Description of the Notes — Security.”

The Company, the Subsidiary Guarantor Pledgors, the Collateral
Agent, the 2015 Notes Trustee, the 2017 Notes Trustee, Hang Seng
Bank Limited as security agent to the 2016 Hang Seng Bank
Syndicated Loan and the 2018 Syndicated Loan, Standard Chartered
Bank (Hong Kong) Limited as security agent to the 2017 SCB Facility,
Standard Chartered Bank (Hong Kong) Limited as security agent to the
2017 SCB Syndicated Loan, Hongkong and Shanghai Banking
Corporation Limited as security agent to the 2017 HSBC Loan,
Industrial and Commercial Bank of China (Asia) Limited as lender to
the 2017 ICBC Loan, China Construction Bank Corporation, Hong
Kong Branch as security agent to the 2017 CCB Loan have entered into
or acceded to an intercreditor agreement dated November 12, 2009 to
which the trustee for the Notes will accede, pursuant to which they
agree to (1) share the Collateral on a equal and ratable basis, the
parties thereto shall share equal priority and pro rata entitlement in and
to the Collateral; (2) the conditions that are applicable to the release of
or granting of any Lien on such Collateral; and (3) the conditions
under which their rights with respect to such Collateral and the
Indebtedness secured thereby will be enforced. See “Description of the
Notes — Security — Intercreditor Agreement.”




Use of Proceeds . . . ..

Optional
Redemption ... ...

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

Redemption for
Taxation Reasons . . .

Covenants . . .. ... ..

See “Use of Proceeds.”

At any time and from time to time on or after July 18, 2020, the
Company may redeem the Notes, in whole or in part, at the redemption
price of 104.25% plus accrued and unpaid interest, if any, to (but not
including) the redemption date.

At any time prior to July 18, 2020, 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 Notes plus the Applicable Premium
as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date.

At any time and from time to time prior to July 18, 2020, 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 108.5% of
the principal amount of the Notes, plus accrued and unpaid interest, if
any, to (but not including) the redemption date.

See “Description of the Notes — Optional Redemption.”

Upon the occurrence of a Change of Control Triggering Event, the
Company will make an Offer to Purchase all outstanding Notes at a
purchase price equal to 101% of the principal amount thereof plus
accrued and unpaid interest, if any, to (but not including) the Offer to
Purchase Payment Date. See “Description of the Notes — Repurchase
of Notes Upon a Change of Control Triggering Event.”

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,
together with accrued and unpaid interest (including any Additional
Amounts), if any, to the date fixed by the Company for redemption, if
the Company or a Subsidiary Guarantor would become obliged to pay
Additional Amounts as a result of certain changes in specified tax laws.
See “Description of the Notes — Redemption for Taxation Reasons.”

The Notes, the Indenture 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;




Transfer
Restrictions . ... ..

Form, Denomination
and Registration

Book-Entry Only

Delivery of the Notes . .

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

Principal Paying and
Transfer Agent and
Registrar . .. ... ..

Collateral Agent . . . . .

Listings . . . ... ... ..

° sell assets;
° create liens;
° enter into sale and leaseback transactions;

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

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

These covenants are subject to a number of important qualifications
and exceptions described in “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 a
common depositary and registered in the name of the common
depositary or its nominee for the accounts of Euroclear and
Clearstream.

The Notes will be issued in book-entry form through the facilities of
Euroclear and Clearstream. 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 July 18, 2018, 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.”

The Hongkong and Shanghai Banking Corporation Limited

The Hongkong and Shanghai Banking Corporation Limited
The Hongkong and Shanghai Banking Corporation Limited

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

10




Ratings . . ... ... ... We expect the Notes to be rated BB by Standard and Poor’s Rating
Services and Ba3 by Moody’s Investors Service. We cannot assure
investors that these ratings will not be adversely revised or withdrawn
either before or after delivery of the Notes.

Governing Law. . . . .. The Notes and the Indenture will be governed by and will be construed
in accordance with the laws of the State of New York.

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

ISIN . . ........... ISIN Common Code
XS1856094724 185609472
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our summary financial and other data. The summary financial data as of
and for each of the fiscal years ended December 31, 2015, 2016 and 2017 (except for EBITDA data)
and amounts presented in U.S. dollars, are derived from our audited consolidated financial
statements for those years and as of the dates indicated. 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 audited consolidated financial statements and the notes to those statements
included elsewhere in this offering memorandum. All significant intra-group transactions, balances
and unrealized gains on intra-group transactions have been eliminated.

Summary Consolidated Income Statement Information

Year Ended December 31,

2015 2016 2017 2017
RMB RMB RMB US$
(unaudited)
(in thousands, except percentages)

Revenue . . .. ... ... ... 43,004,312 46,678,865 51,607,059 7,931,860
Costofsales. . ... ... . (32,191,005) (34,313,168) (30,919,581) (4,752,253)
Gross profit. . . . .. ... ... 10,813,307 12,365,697 20,687,478 3,179,607
Selling and marketing costs . . . . .. .. ... ... (1,785,859) (2,097,973) (2,258,938) (347,192)
Administrative €Xpenses . . . . . .. i it (1,444,024) (1,458,191) (2,044,294) (314,202)
Fair value gains on investment properties™ . . . .. ... ... ... ..... 62,523 42,960 — —
Other gains/(losses), net . . . .. ... ... .. .. (139,387) (334,708) 40,049 6,155
Otherincome . . . .. . . . . . 212,162 278,662 570,485 87,682
Other eXPensSes . . . . v v vt v it e e e (82,439)  (195,880) (396,633) (60,961)
Operating profit. . . . . . .. ... ... ... 7,636,283 8,600,567 16,598,147 2,551,088
Finance (COStS), Net . . . . . . . . vt (1,325,206) (1,124,531) (898,674)  (138,124)
Share of post-tax gains/(losses) of associates . . . ... ... ......... (27,190) (3,375) 85,953 13,211
Share of post-tax gains/(losses) of joint ventures . . . . .. ... ... .... (87,400) 10,453 83,388 12,817
Profit before income tax . .. ... ... ... .. .. .. ... .. ... ..., 6,196,487 7,483,114 15,868,814 2,438,992
Income tax eXpenses . . . . . ..t e (3,894,950) (4,433,480) (9,088,536) (1,396,882)
Profit for theyear . ... ... ... ... ... .. ... ... .. .. ... .. 2,301,537 3,049,634 6,780,278 1,042,110
Attributable to:
Shareholders of the Company . . . .. ... .. ... ... . .......... 1,390,343 2,283,640 6,025,244 926,063
Holders of perpetual capital securities . .. ... ................ 358,565 415,263 472,663 72,647
Non-controlling interests . . . . . . . ... . 552,629 350,731 282,371 43,400

2,301,537 3,049,634 6,780,278 1,042,110

Dividends . . . . ... .. ... 1,276,543 1,555,147 2,129,019 327,224
OTHER FINANCIAL DATA

EBITDA® . . e 9,836,514 11,608,980 20,083,981 3,086,851
EBITDA Margin® . . . ... .. 22.9% 24.9% 38.9% 38.9%
Notes:

(1)  In 2017, fair value gains on investment properties was included in other gains/(losses), net.

2) The calculation of earnings before interest, taxation, depreciation and amortization (EBITDA) excluded fair value
gains on investment properties. 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 income taxes, interests, depreciation and amortization, fair value gains on investment properties,
non-recurring other income/expense, and exchange gains/losses. In evaluating EBITDA, we believe that investors
should consider, among other things, the components of EBITDA such as sales and operating expenses and the amount
by which EBITDA exceeds capital expenditures and other charges. We have included EBITDA because we believe it is
a useful supplement to cash flow data as a measure of our performance and our ability to generate cash flow from
operations to cover debt service and taxes. EBITDA presented herein may not be comparable to similarly titled
measures presented by other companies. Investors should not compare our EBITDA to EBITDA presented by other
companies because not all companies use the same definition. 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.

(3) EBITDA margin is calculated by dividing EBITDA by revenue.
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Summary Consolidated Balance Sheet Information

As of December 31,

2015 2016 2017 2017
RMB RMB RMB US$
(unaudited)

(in thousands, except percentages)

ASSETS
Non-current assets
Property, plant and equipment. . . . . ... ... ... . L. 6,651,965 7,309,147 7,573,037 1,163,954
Land userights . . . . . ... ... . 1,940,762 2,029,966 2,073,655 318,715
Properties under development . . . .. ... . ... ... .. .. ... ... 6,798,703 9,510,651 17,826,344 2,739,859
Intangible assets . . . . . ... .. 54,400 55,357 155,278 23,866
Investment properties . . . . . ... ... ... .. 6,369,011 6,326,943 5,886,604 904,754
Goodwill . . . . . e — — 1,303,095 200,282
Interest in assoCiates . . . . . . . v v i i i e e e e e e 3,375 114,461 567,221 87,180
Interest in joint ventures . . . . . ... ... ... ... 1,133,448 4,624,663 6,438,514 989,581
Available-for-sale financial assets . . .. ... ............... 117,500 277,500 277,500 42,651
Derivative financial instruments . . ... ... ... .. .......... — 254,497 — —
Receivables from related parties . .. . ... ... ... ......... 3,554,716 4,383,129 6,547,559 1,006,341
Deferred income tax assets . . . . . . . . . .. ... 570,208 699,275 986,760 151,662
Prepayments for acquisition of equity interests . . ... ......... — — 1,078,421 165,750
27,194,088 35,585,589 50,713,988 7,794,597
Current assets
Properties under development . . . . . ... ... ... ... ... . ..., 44,523,607 36,706,691 46,990,187 7,222,260
Completed properties held forsale . . ... ..... ... ........ 16,888,695 13,976,133 9,915,913 1,524,048
Prepayments for acquisition of land use rights . . ... ... ...... 5,540,880 9,614,483 5,762,937 885,747
Trade and other receivables . . .. ... ... ... .. . . ... ...... 8,383,115 11,462,643 16,396,483 2,520,093
Prepaid income taxes . . . . . . ... 1,645,454 1,760,871 2,253,557 346,365
Derivative financial instruments . . . .. ... ... ... .. ... ..., — 307,870 — —
Financial assets at fair value through profit and loss . . . . ... .. .. — — 1,204,478 185,125
Restricted cash . . . . . . ... . .. . .. 5,729,642 9,878,734 11,078,175 1,702,684
Cash and cash equivalents . . ... ... ... ... ... ........ 7,407,450 12,431,884 19,041,948 2,926,694
90,118,843 96,139,309 112,643,678 17,313,016
Total assets . . . . . . . . .. ... 117,312,931 131,724,898 163,357,666 25,107,614
EQUITY
Capital and reserves attributable to the shareholders of the Company
Share capital and premium . . . .. ... ... Lo 5,097,967 4,290,028 3,421,883 525,934
Shares held for Share Award Scheme . .. ... .............. (156,588) (156,588) (156,588) (24,067)
Other TeSeIVeS . . . v v v v o e e e e e e e e e 3,044,577 3,092,833 785,400 120,714
Retained earnings . . .. ... ... ... ... 26,322,308 28,083,330 32,284,542 4,962,043
34,308,264 35,309,603 36,335,237 5,584,624
Perpetual capital securities . . . ... ... ... ... ... .. L. 4,488,659 5,597,503 5,529,424 849,857
Non-controlling interests . . . . . .. ... ... ... .. .. ... 3,198,064 3,248,124 2,311,569 355,282
Total equity . ... ... ... ... 41,994,987 44,155,230 44,176,230 6,789,762
LIABILITIES
Non-current liabilities
BOrrowings . . ... ... 23,543,043 31,180,908 34,529,004 5,307,011
Deferred income tax liabilities . ... ... ... .. ... ......... 1,243,798 1,137,167 1,174,595 180,532
Derivative financial instruments . . .. ... ... ... .......... — — 4,403 677
24,786,841 32,318,075 35,708,002 5,488,219
Current liabilities
BOrrowings . . ... ... 16,487,415 12,815,016 27,146,235 4,172,300
Trade and other payables . . . ... ... ... ... ... ... 15,620,891 21,101,960 23,263,952 3,575,604
Advanced proceeds received from customers . .. .. ... ... .... 7,110,576 10,617,432 19,460,971 2,991,096
Current income tax liabilities . . ... ... ... ... ... ........ 11,312,221 10,717,185 13,361,431 2,053,614
Derivative financial instruments . . . .. ... ... ... ... ...... — — 240,845 37,017
50,531,103 55,251,593 83,473,434 12,829,632
Total liabilities . . ... ... ... ... ... ... .. ... 75,317,944 87,569,668 119,181,436 18,317,851
Total equity and liabilities . . . . . .. ... ... ... ... ... ... ..... 117,312,931 131,724,898 163,357,666 25,107,614
Net current assets. . . . . . . . . . . .. ... . 39,587,740 40,887,716 29,170,244 4,483,384
Total assets less current liabilities . . . . . ... .. ... ........... 66,781,828 76,473,305 79,884,232 12,277,982
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RISK FACTORS

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

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. Most of our property
developments are located in Southern China Region, Eastern China Region and Hainan Province. We
established our business by developing private residential properties in the City of Zhongshan in
Guangdong Province in 1992 and began expanding our project development activities to other
locations outside Southern China Region in 2006. As of December 31, 2017, we had 50 projects in
Southern China region, 20 projects in Eastern China region, five projects in Hainan Province, 23
projects in the rest of China, one project in Hong Kong, two projects in Kuala Lumpur, Malaysia and
one project in South San Francisco, the United States, at various stages of development.

Since our business is and will continue to be heavily dependent on the continued growth of the
property market in Southern China region, Eastern China region and Hainan Province and any
adverse developments in the supply and demand or in property prices in Southern China region,
Eastern China region and Hainan Province would have an adverse effect on our results of operations
and financial condition. In addition, future demand for different types of residential properties is
uncertain. If we fail to respond to market changes or customer preferences in a timely manner or at
all, our business, financial condition and results of operations will be adversely affected.

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 Southern China Region, Eastern China region,
Hainan Province or the PRC. In addition, we cannot assure you that there will not be any over-supply
of properties in 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 annual GDP growth slowing to 6.9% in
2017 from 14.2% in 2007), 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. 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. In the past few years, the PRC government has announced a series of
measures designed to stabilize the rapid growth of the PRC economy and the growth of specific
sectors, including the property market, to a more sustainable level. Also see “— Risks Relating to
Property Development in the PRC — We are subject to regulations implemented by the PRC
government, which may adopt further measures intended to curtail the overheating of property
market in China.” We cannot assure you that property development and investment activities will
continue at past levels, or that we will be able to benefit from the future growth, if any, of the
property market in Guangdong Province and Hainan Province or the PRC in general.

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

The global economic slowdown and turmoil in the global financial markets that started in the second
half of 2008 have had a negative impact on the world economy, which in turn has affected the PRC
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real estate industry and many other industries. Since then, the PRC and many other foreign
economies have shown signs of recovery. In 2010, a financial crisis emerged in Europe, triggered by
high budget deficits and rising direct and contingent sovereign debt in Greece, Ireland, Italy,
Portugal and Spain, which created concerns about the ability of these European nations to continue
to service their sovereign debt obligations. On August 6, 2011, Standard and Poor’s Ratings Services
(“S&P”) downgraded the rating for long-term United States debt to “AA+” from “AAA” for the first
time in 70 years. The downgrade of United States debt by S&P, coupled with the economic turmoil
in Europe and other parts of the world, could lead to another global economic downturn and financial
market crisis. In June 2016, the United Kingdom held a remain-or-leave referendum on its
membership within the European Union, the result of which favored the exit of the United Kingdom
from the European Union (“Brexit”). A process of negotiation will determine the future terms of the
United Kingdom’s relationship with the European Union, as well as whether the United Kingdom
will be able to continue to benefit from the European Union’s free trade and similar agreements.
Given the lack of precedent, it is unclear how Brexit would affect the fiscal, monetary and regulatory
landscape within the United Kingdom, the European Union and globally. This event has resulted in a
downgrade of the credit ratings of the United Kingdom and the uncertainty before, during and after
the period of negotiation may also create a negative economic impact and increase volatility in
global markets.

The outlook for the world economy and financial markets remains uncertain. In Europe, the Greek
economy remains in a deep recession due to its sovereign debt crisis, which the Eurozone is still
trying to tackle. In the United States, economy growth remains slow, creating further uncertainty
with respect to the Federal Reserve’s monetary policy and the trend of interest rates. In Asia and
other emerging markets, some countries are expecting increasing inflationary pressure as a
consequence of liberal monetary policy or excessive foreign fund inflow, or both. In the Middle
East, political unrest in various countries has resulted in economic instability and uncertainty.
China’s economic growth may slow down due to weakened exports.

These and other issues resulting from the global economic slowdown and financial market turmoil
have adversely affected, and may continue adversely affecting, homeowners and potential property
purchasers, which may lead to a decline in the general demand for our products and erosion of their
selling prices. While the PRC economy and property market have improved recently, the potential
momentum will still be very much dependent on the global market, especially the economic
conditions in Europe and the United States. In addition, any further tightening of liquidity in the
global financial markets may negatively affect our liquidity and potential property purchaser’s
ability to obtain financing. Therefore, if the global economic slowdown and uncertainty in the
financial markets continue, our business, financial condition and results of operations may be
adversely affected.

Increasing competition in the PRC, particularly in Southern China Region, Eastern China region
and Hainan Province, may adversely affect our business and financial condition

In recent years, a large number of property developers have undertaken property development and
investment projects in Southern China region, Eastern China region, Hainan Province and elsewhere
in the PRC. Our major competitors include large national and regional property developers and
overseas 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 us. In addition, we also
compete with small local homebuilders.

The intensity of competition among property developers in Southern China Region, Eastern China
region, Hainan Province and elsewhere in the PRC for land, financing, raw materials and skilled
management and labor resources may result in increased cost for land acquisition and construction,
an over-supply of properties in certain parts of the PRC, including Southern China Region, Eastern
China region and Hainan Province, a decrease in property prices and delays in the government
approval process. Any of the above may adversely affect our business, financial condition and
results of operations.

In addition, the property markets in Southern China Region, Eastern China region, Hainan Province
and elsewhere in the PRC have been rapidly changing. If we cannot respond to changes in market

conditions in Southern China Region, Eastern China region and Hainan Province or elsewhere or
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changes in customer preferences more swiftly or effectively than our competitors, our business,
results of operations and financial condition could be adversely affected.

Our strategy of expanding into new geographical areas may fail

Since 2006, we have been expanding our business into geographical areas outside Southern China
region. We may also evaluate potential projects for development outside the PRC from time to time,
including but not limited to those in Hong Kong, Macau, Malaysia and the U.S. We may also pursue
selective strategic acquisitions of businesses and properties if suitable opportunities arise. We cannot
assure you that we will be able to replicate our successful business models and leverage such
experience to expand into other parts of China. In January 2014, we partnered with PJ Development
Holdings Berhad to develop a property project in Kuala Lumpur, Malaysia, which is our first project
in the overseas market. In May 2014, we partnered with Tropicana Corporation Berhad to develop
another property in Kuala Lumpur, Malaysia. In May 2016, we partnered with Greenland Holdings
Group Company Limited (the “Greenland Group”), Ping An Trust Co., Ltd. and Poly Sino Capital
Limited to develop a property project in South San Francisco, the United States. In 2017, we
acquired a project in Hong Kong. When we enter new markets, we may face intense competition
from developers with experience or established presence in the geographical areas or segments that
we plan to expand into and from other developers with similar expansion plans. In addition,
expansion or acquisition requires a significant amount of capital investment, and it may divert the
resources and time of our management. Further, if we fail to integrate the new businesses
effectively, our operating efficiency may be adversely affected. Our failure to manage any of our
planned expansion or acquisitions may have a material adverse effect on our business, financial
condition and results of operations.

We may not be able to successfully manage our growth

We have been expanding our operations in recent years and expect to continue expanding. We have
entered new geographical markets and new industries such as tourism and environmental protection.
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, we need to continue to recruit and train
managerial, accounting, internal audit, engineering, technical, sales and other staff to satisfy our
development requirements. In order to fund our ongoing operations and our 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. Accordingly, 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.
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 expanding our existing
business and operations and training an increasing number of personnel to manage and operate the
expanded business. Neither can we 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.

Our expansion into commercial property development may not be successful

We have derived the majority of our historical revenue from, and most of our experience is related
to, residential property developments. We have expanded into commercial property developments,
including hotels, shopping malls and office buildings since 2007, as we believe these segments will
generate synergies and value and provide us with an increasing proportion of recurring and stable
revenue. Commercial properties typically require government approvals, design specifications and
building materials that are different from residential properties. In addition, the customers that we
target for residential properties are very different from those for commercial properties. We may
also not have sufficient human resources or the necessary expertise to handle such challenges. We
cannot assure you that we will be able to leverage our past experience in residential property
development to meet the challenges in these new commercial property businesses. Although we may
choose to operate some of the hotels we are developing or plan to develop, we will mainly rely on
third-party hotel management companies to conduct the daily operations of these hotels. We manage
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and operate our shopping malls and office buildings. If these properties are not properly managed by
us or the third parties, the occupancy rate and/or rental value for our commercial properties may
decrease, thus adversely affecting our business, financial condition, results of operations and our
reputation. We also may not be able to reduce the costs associated with the management of our
commercial properties in a timely manner in response to changes in demand for those properties.
Furthermore, the return on our investment properties is subject to various factors beyond our control,
such as the prevailing economic conditions and the level of business activities, business travel and
tourism in the regions. There may not be sufficient and consistent market demand for high-end hotels
and office space in our target markets, and, as a result, our results of operations in new business
segments may not be profitable or generate recurring income or cash flow as we expect.

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

We have taken initiatives or made plans to expand into new industries such as environmental
protection with a view to establishing alternative revenue sources. For more information, see the
section entitled “Business — Environmental Protection.” There is no assurance that we can leverage
our experience in the property industry and replicate our success in other industries.

Our expansion in general may require a significant amount of capital investment and involve various
risks and uncertainties, including the risk of operating in a new environment or market, navigating
different regulatory regimes or obtaining necessary governmental approvals, difficulties in gaining
market recognition or competing effectively with established industry participants, difficulties of
integrating new businesses and employees into our existing businesses, ability to develop the
necessary technology or know-how for the new businesses, and the diversion of resources and
attention of our management.

Moreover, our entry into a new industry has exposed or will expose us to additional risks common in
such industry. Operations in new industries may elevate our risks in areas such as regulatory
compliance, customer complaints or lawsuits. Any failure to address these risks and uncertainties
may adversely affect our business, financial condition and results of operations.

Our financing costs are affected by changes in interest rates

Our financing costs and, as a result, our business, financial condition and results of operations, are
affected by changes in interest rates. A substantial portion of our borrowings are linked to
benchmark lending rates published by the People’s Bank of China (the “PBOC”). From April 2006 to
December 2007, the PBOC raised the benchmark one-year lending rate eight times from 5.85% to
7.47%. In 2008, the PBOC decreased the benchmark one-year lending rate five times from 7.47% to
5.31%. Since late 2009, the PRC Government has introduced a new round of austerity measures to
control the growth of the economy, including increasing the one-year benchmark lending rate to
5.56% on October 20, 2010 and to 6.56% on July 7, 2011. This rate has since been reduced twice in
2012 to 6.00% and further in 2015 to 4.35% in light of signs of slowing economic growth. As of the
date of this offering memorandum, the benchmark one-year lending rate is 4.35%. The PBOC may
raise lending rates again in the future, in which case our business, financial condition and results of
operations will be adversely affected as a result. As of December 31, 2017, the effective interest rate
on our outstanding borrowings was 6.2% and we had RMB61,675.2 million (US$9,479.3 million) of
outstanding borrowings (including the 2015 Notes, the 2017 Notes, various credit facilities and other
borrowings). Our interest expenses on bank and other borrowings and syndicated loans for 2015,
2016 and 2017 was RMB2,006.5 million, RMB1,551.1 million and RMB1,927.9 million (US$296.3
million), respectively. Since December 31, 2017, we have entered into additional financing
agreements and issued additional securities that can impact our financing costs. See “Recent
Developments” and “Description of Other Material Indebtedness” for more details.

The PRC government has imposed restrictions on PRC property developers to obtain offshore
financing which could affect our ability to inject the funds raised in the offering into our business

in the PRC

The “Notice on Further Strengthening the Regulation on Approval and Supervision of Foreign Direct
Investment in Real Estate Industry in the PRC” (BIFAME 20 5@ BEHE AP B He 45 & b5 3t e SE A A B A8 10
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K1) jointly issued by the Ministry of Commerce (“MOFCOM”) and the State Administration
of Foreign Exchange (“SAFE”) on May 23, 2007, and the “Notice regarding Promulgation of
Administrative Measures on Foreign Debt Registration” (B A1 HEAE B R B A 3
s <HMECE RC A BUHE > 198 ) issued by SAFE on April 28, 2013, which became effective on May 13,
2013 and contains an appendix named the “Operating Guidelines for Foreign Debt Registration
Administration” (OMEEREHIEIEES)), stipulate, among other things, (i) that the local foreign
exchange authorities 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 approval certificates from and registered with MOFCOM on or after June 1, 2007; and
(i1) that the local foreign exchange authorities will no longer process foreign exchange registrations
(or any change in such registrations) or applications for settlement and sale of foreign exchange
submitted by real estate enterprises with foreign investment that obtained approval certificates from
local commerce departments on or after June 1, 2007 but that did not register with MOFCOM. These
regulations effectively restrict us from injecting funds raised offshore into our PRC project
companies by way of shareholder loans. Without this flexibility, 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 a redemption date to pay for the principal of the
Notes.

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

On June 27, 2018, NDRC emphasized in a post published on its website that the proceeds from
offshore bond offerings by PRC property enterprises shall be mainly used for repayments of the
debts due and shall be restricted from being used for investments in property projects within or
outside China or working capital.

We may not be able to obtain sites that are suitable for property developments

We derive a substantial portion of our revenue from sales and delivery of properties developed by us.
This revenue stream is dependent on the completion of, and our ability to sell, our property
developments. To maintain or grow our business in the future, we are required to replenish our land
bank with suitable sites for development. Our ability to identify and acquire suitable sites is subject to
a number of factors that are beyond our control. Our business, financial condition and results of
operations may be adversely affected if we are unable to obtain substitute land sites for development in
the future at commercially acceptable prices or at all.

The PRC government controls all new land supply in the PRC and regulates land sales in the
secondary market. As a result, the policies of the PRC government towards land supply affect our
ability to acquire land use rights for sites we identify and the costs of our acquisitions. The PRC
central and local governments may regulate the means by which property developers, including
ourselves, obtain land sites for property developments. See “— Risks Relating to Property
Development in the PRC — We are subject to regulations implemented by the PRC government,
which may adopt further measures intended to curtail the overheating of property market in China.”
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We may not be able to obtain land use rights certificates with respect to certain parcels of land in
which we currently have interests

We have signed land grant contracts or transfer documents for, or otherwise hold other forms of
interests in, certain land parcels for 17 of our projects for which we have not yet obtained land use
rights certificates. As of December 31, 2017, these parcels of land occupied an aggregate site area of
approximately 1,456,243 sq.m. As of December 31, 2017, the total amount of our outstanding land
premium payments amounted to approximately RMB6,430.2 million (US$988.3 million). We cannot
assure you that we will not be subject to a late payment penalty and there are instances that we have
been subject to late payment penalties. There are also instances that we have not finally obtained
land use rights after entered into the land grant contract because of the government’s adjustment on
the land planning and other reasons. If we fail to complete the acquisition of these pieces of land, we
will not be able to develop and sell properties on such land. We may not be able to acquire
replacement land on terms commercially acceptable to us, or at all, which could have a material
adverse effect on our business, financial condition, results of operations and business prospects. See
“Business — Description of Property Developments.”

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 the revised “Rules regarding the
Grant of State-owned Land Use Rights for Construction by Way of Tender, Auction and Listing-for-
sale” (FHERARE i L SR A s T LG A HERRZE), which provides that property developers must fully
pay the land premium for the entire parcel under the land grant contract before they can receive a
land use rights certificate and commence development on the land. This regulation became effective
on November I, 2007. As a result, property developers are not 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, which had been the practice in many Chinese
cities. On March 8, 2010, the Ministry of Land and Resources issued the “Circular on Strengthening
Real Estate Land Supply and Supervision” (B 056 55 b b A REAN 85804 B VB8 A), 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 balance is to be paid in full within one year of the
date of the land grant contract. The implementation of the regulation requires property developers to
maintain a higher level of working capital. This may have a material adverse effect on our cash flow
position, financial condition and business plans.

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”
(BRP n s A3 5 e JH) b AL IR A BRI G 22 7 A )R8 M) 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.

Our profit margin is sensitive to fluctuations in the costs of construction materials and land

Construction and land costs constitute one of the main 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, labor costs, costs of construction materials, foundation and substructure, fittings,
facilities for utilities and related infrastructure such as roads and pipelines. Historically,
construction 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 construction material costs are often included in the construction costs paid to our contractors, it
has been difficult for us to estimate such costs. We also carry out certain construction work through
our construction subsidiary which is directly affected by such cost fluctuations. There has been a
significant increase in construction material costs and labor costs since 2011. We believe that
construction costs will likely continue to rise with inflation in the foreseeable future.
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Construction costs may fluctuate as a result of the price volatility of construction materials such as
steel and cement. 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 existing construction
contracts to top up payment to, or receive refund from, the contractors, depending on the price
movement. Our profit margin is sensitive to changes in the market prices for construction materials
and our profit margins will be adversely affected.

In addition, land price in the PRC has in general increased significantly in recent years. In 2015,
2016, and 2017, our total land costs transferred to cost of sales amounted to approximately
RMBS8,171.8 million, RMBS§,336.5 million and RMB6,872.3 million (US$1,056.3 million),
representing 19.7%, 18.6% and 14.0% of our sales revenue from property development during these
periods, respectively. Our profit margin is sensitive to changes in market prices of land.

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

The property development business is capital intensive. We have financed our land acquisition and
property developments primarily through a combination of internal funds, borrowings from both
domestic and foreign banks, pre-sales and sales proceeds, and proceeds from our equity and debt
financing. However, 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. As of December 31,
2017, our outstanding long-term and short-term borrowings were RMB34,529.0 million (US$5,307.0
million) and RMB27,146.2 million (US$4,172.3 million), respectively.

Our ability to obtain adequate financing for land acquisitions or property developments on terms that
will allow us to earn reasonable returns depends on a number of factors, many of which are beyond
our control. The PRC government has in recent years taken a number of policy initiatives in the
financial sector to further tighten lending requirements for property developers, which, among other
things:

o forbid PRC commercial banks from extending loans to property developers to finance land
premiums;

o restrict PRC commercial banks from extending loans for the development of luxury
residential properties;

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

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

o forbid property developers from using borrowings obtained from any local banks to fund
property developments outside that local region; and

o forbid commercial banks from issuing loans or providing loan extension services to a
developer for its new projects if the developer has a record of maintaining idle land,
changing the land use purpose and nature without proper approval, delaying the
construction commencement or completion date, hoarding properties or other forms of
non-compliance.

In addition, the PBOC regulates the lending rates and reserve requirement ratios for commercial
banks in the PRC, which affects the availability and cost of financing from PRC commercial banks.
The reserve requirement refers to the amount of funds that banks must hold in reserve with the
PBOC against deposits made by their customers. The PBOC raised the benchmark one-year lending
rate several times between 2004 and 2008. The PBOC increased the reserve requirement ratio for
commercial banks several times between 2006 and 2008 to curtail the overheating of the property
sector. After the commencement of the global economic slowdown in the second half of 2008, the
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PRC government adopted measures intended to stimulate economic development, including lowering
benchmark lending rates and the reserve requirement ratios for commercial banks. However, the
PBOC increased the benchmark one-year lending rate and the reserve requirement ratios several
times since 2010. Since 2012, the PBOC decreased both the one-year lending rate and the reserve
requirement several times. We cannot assure you that the PBOC will not raise either the reserve
requirement ratios or the benchmark one-year lending rate in the future. Such increases may
negatively impact the amount of funds available to commercial banks in China to lend to businesses,
including us, and may therefore adversely affect our business, financial condition and results of
operations. The benchmark one-year lending rate is currently 4.35% and the current reserve
requirement ratio is 16%.

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
require us to maintain a relatively high level of internally-sourced cash. In November 2009, the PRC
government raised the minimum down payment of land premium to 50%. In March 2010, this
requirement was further tightened. The PRC government set the minimum land premium at no less
than 70% of the benchmark price of the locality where the parcel of land is granted, and the bidding
deposit at not less than 20% of the minimum land premium. Additionally, a land grant contract is
required to be entered into within 10 working days after the land grant deal is closed, and the down
payment of 50% of the land premium is to be paid within one month of signing the land grant
contract, with the balance to be paid in full within one year of the date of the land grant contract in
accordance with provisions of such land grant contract, subject to limited exceptions. Such policy
may constrain our cash otherwise available for additional land acquisition and construction. 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. In April 2017, the PRC
government required that local authorities should adopt procedures to examine the source of funds
for land acquisitions to insure the property developers acquiring land with internal funds. These
requirements may constrain our cash otherwise available for additional land acquisition and
construction. There are instances where we have not paid the land premiums on time and have paid
penalties for this. 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.

We cannot assure you that the PRC government will not introduce other initiatives which may limit
our access to capital resources. The foregoing and other initiatives introduced by the PRC
government may limit our flexibility and ability to use bank loans or other forms of financing to
finance our property developments and therefore may require us to maintain a relatively high level
of internally sourced cash. As a result, our business, financial condition and results of operations
may be materially and adversely affected.

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

Property developers in the PRC must obtain a formal qualification certificate in order to engage in a
property development business in the PRC. According to the “Provisions on Administration of
Qualification Certificates of Property Developers” (55l E - AT HAE), newly established
developers must first apply for a provisional qualification certificate valid for one year, which can
be renewed for a maximum of two additional one-year periods. Entities engaged in property
management or interior decoration should also obtain qualification certifications before commencing
their business, according to the “Measures on Administration of Qualification Certificates of
Property Service Enterprises” (#EMRMEEHEMHBIE) and the “Provisions on Administration of
Qualification Certificates of Construction Enterprises” (HZEEMEGHEMHIIE). However, on
March 8, 2018, the Measures on Administration of Qualification Certificates of Property Service
Enterprises was abolished. On March 19, 2018, the Regulation on Real Estate Management was
revised accordingly so that no qualification certificate is required for property services.

In addition, property developers in the PRC, such as our individual project companies, are required
to present a valid qualification certificate when they apply for a pre-sale permit. If a newly

established property developer fails to commence developing property within one-year of the
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provisional qualification certificate becoming effective, it will not be allowed to extend its
provisional qualification certificate. Experienced property developers must also apply for renewal of
their qualification certificates once every two to three years in most cities, subject to an annual
verification by relevant governmental authorities. It is mandatory under government regulations that
developers fulfill all statutory requirements before obtaining or renewing their qualification
certificates. In reviewing the renewal of a qualification certificate, the local authority takes into
account the property developer’s registered capital, property development investments, history of
property development, quality of property construction, expertise of the developer’s management, as
well as whether the property developer has any illegal or inappropriate operations. Each of our
project companies needs to renew such certificates every year.

If any one of our project companies is unable to meet the relevant requirements, and is therefore
unable to obtain or renew its qualification certificate, that project company will typically be given a
grace period to rectify any insufficiency or non-compliance, subject to a penalty of between
RMB50,000 and RMB100,000. Failure to meet the requirements within the specified timeframe
could result in the revocation of the qualification certificate and the business license of such project
company. As of the date of this offering memorandum, certain of our project companies which have
property development projects are in the process of applying for qualification certificates or in the
process of renewing their qualification certificates. However, we cannot assure you that any of our
project or construction companies will be able to obtain, maintain or renew such qualification
certificates from the government in a timely manner, or at all, as and when they expire. If our project
or construction companies are unable to obtain or renew their qualification certificates, they may not
be permitted to continue their businesses, which could materially and adversely affect our business,
financial condition and results of operations.

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

We arrange for various domestic banks to provide mortgages to the purchasers of our properties. In
accordance with market practice, financial institutions require us to provide guarantees in respect of
these mortgages. Substantially all of these guarantees are discharged upon earlier of (i) the issuance
of the property ownership certificate, which generally takes place within one year after we deliver
possession of the relevant property to the purchaser and (ii) the settlement of relevant mortgage
loans purchasers. 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 by financial institutions. As of
December 31, 2015, 2016 and 2017, our outstanding guarantees over mortgage loans of our
customers amounted to RMB22,449.0 million, RMB33,293.6 million and RMB38,570.8 million
(US$5,928.2 million), respectively. In addition, we also provide guarantee to mortgages for
purchases of properties developed by joint venture or associates to which we participated. As of
December 31, 2015, 2016 and 2017, our proportionate interest in financial guarantee of mortgage
facilities for purchasers relating to the associate was RMB439.9 million, RMB359.4 million, and
RMB964.3 million (US$148.2 million), respectively, and our proportionate interest in financial
guarantee of mortgage facilities for purchasers relating to the joint ventures was RMB207.8 million,
RMB523.9 million, and RMB455.8 million (US$70.1 million), respectively. Although we have
historically experienced a low rate of default on mortgage loans guaranteed by us, we cannot assure
you that such purchaser default rates will not increase in the future. If such default occurs and our
relevant guarantee is called upon, our business, results of operations and financial condition could be
materially and adversely affected to the extent that there is a material depreciation in the value of the
related properties or if we are unable to sell the properties due to unfavorable market conditions or
other reasons.

Our operating results fluctuate from period to period and the fluctuations make it difficult to
predict our future performance

Our results of operations have varied significantly in the past and may continue to fluctuate
significantly from period to period in the future. In the years ended December 31, 2015, 2016 and
2017, our revenue was RMB43,004.3 million, RMB46,678.9 million and RMB51,607.1 million
(US$7,931.9 million), respectively, and net profit attributable to our shareholders was RMB1,390.3
million, RMB2,283.6 million and RMB6,025.2 million (US$926.1 million), respectively. Because we
derive our revenue substantially from the sale of properties, our results of operations are affected by
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the demand for our properties and the price at which we are able to sell them. The demand for and
pricing of the properties are in turn, to a large extent, affected by the general condition of the
property market. In addition, we recognize proceeds from the sale of a property as revenue upon the
delivery of the property. Therefore, our revenue and profit during any given period reflects the
quantity of properties delivered during that period and are affected by peaks or troughs in our
property delivery schedule and may not be indicative of the actual demand for our properties or sales
achieved during that period. Our revenue and profit during any given period generally reflect
property investment decisions made by purchasers in the past, typically in the prior fiscal period. As
a result, our current or historical operating results are not necessarily indicative of future results.

We rely on independent contractors to provide property development products and services

In line with industry practice, we engage independent contractors to provide various property
development services, including construction, piling and foundation, engineering, interior decoration
and fitting out, mechanical and electrical installation and utilities installation. We select independent
contractors through open tenders. We typically invite contractors to tender bids based on their
reputation for quality, track record, financial strength, price and references, and once a contract is
awarded, we supervise the contractor’s work. However, we cannot assure you that the services
rendered by any of these independent contractors or subcontractors will be completed in a timely
manner or of satisfactory quality.

If these services are not timely provided or of acceptable quality, we may incur substantial costs to
complete the projects and remedy any defects, and our reputation could be significantly harmed. We
are also exposed to the risk that a contractor may require additional funds in excess of the fixed sum
to which they committed contractually and we may have to bear such additional amounts.
Furthermore, any contractor that experiences financial or other difficulties, including labor disputes
with its employees, may be unable to carry out construction or related work, resulting in a delay in
the completion of our projects or resulting in additional costs. We believe that any problems with our
contractors, individually or in the aggregate, may materially and adversely affect our financial
condition, results of operations or reputation. We cannot assure you that such problems with our
contractors will not occur in the future.

Disputes with joint venture partners or our project development partners may adversely affect our
business

We began to develop a number of projects through joint venture arrangements with independent third
parties, such as the principal investment groups of global investment banks, real estate funds and
other property developers.

Our joint venture partners or project development partners may:
o have economic or business interests or goals that are inconsistent with ours;

o take actions contrary to our instructions or requests or contrary to our policies or
objectives;

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

o have financial difficulties and expose us to potential credit risk.

Furthermore, any actual or perceived deterioration in the reputation of our joint venture partners
could have an adverse impact on our business operations, profitability and prospects.

In addition, a disagreement with any of our joint venture partners or project development partners in
connection with the scope or performance of our respective obligations under the project or joint
venture or cooperation arrangement could affect our ability to develop or operate a property. Our
joint venture partners or project development partners may be unable or unwilling to perform their
obligations under the relevant agreements, including their obligation to make required capital
contributions and shareholder loans, whether as a result of financial difficulties or otherwise.
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A serious dispute with our joint venture partners or project development partners or the early
termination of our joint venture or cooperation arrangements could adversely affect our business,
financial condition and results of operations and would divert resources and management’s attention.
See “— We may be involved in legal and other proceedings arising out of our operations from time
to time and may face significant liabilities as a result.”

Should a situation arise in which we cannot complete a project being jointly developed with our joint
venture partners or property development partners, due to one of the above reasons or for any other
reason, the rights and obligations of each party with respect to the uncompleted project will be
determined by the relevant joint venture or cooperation agreements. If such agreements are silent or
inconclusive with regard to such rights and obligations, the resolution of any dispute may require
arbitration or, failing that, litigation, which could have an adverse effect on our business, results of
operations and financial condition. See “— We may be involved in legal and other proceedings
arising out of our operations from time to time and may face significant liabilities as a result.” In
addition, even if a jointly developed project is successfully completed, the project may not be well
received by the market and we may not realize all the benefits we anticipated.

In the event that we encounter any of the foregoing problems with respect to our joint venture
partners or project development partners, our business operations, profitability and prospects may be
materially and adversely affected. See “— We may be involved in legal and other proceedings
arising out of our operations from time to time and may face significant liabilities as a result.”

Our land use rights may be subject to forfeiture by the PRC government if we fail to comply with
the terms of the land grant contracts

Under PRC laws and regulations, if a 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 government authorities may
issue a warning to, or impose a penalty on, the developer or require the developer to forfeit the land
use rights. Any violation of the land grant terms may also restrict a developer’s ability to participate,
or prevent it from participating, in future land bidding. Specifically, under current PRC laws and
regulations, if we fail to commence development for more than 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% of the land premium. If we fail to commence
development for more than two years from the commencement date stipulated in the land grant
contract, the land use rights are subject to forfeiture to the PRC government unless the delay in
development is caused by government actions or force majeure. Moreover, even if the time of
commencement of the land development is in line with the land grant contract, 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) the development of the land has been suspended for over one year
without government approval, the land will be treated as idle land.

Some of our PRC subsidiaries such as Hainan Yaheng Real Estate Development Co., Ltd. historically
have received idle land notices or idle land investigation notices from the relevant local PRC
government for certain parcels of land of our projects. We were also requested to pay idle land fees
for certain parcels of land which were regarded as idle lands by the local government. We have now
commenced the development or permitted to postpone the development of most of these parcels. In
relation to some parcels of the aforesaid land, the local PRC government has withdrawn its idle land
notice or has granted an extension of the development time. For certain parcels of land, we received
idle land investigation notices from the relevant local government but these parcels of land have not
yet been deemed as idle lands by the local government as of the date of this offering memorandum.

In addition, we currently have certain projects, of which we have not commenced property
development within the time period as stipulated in the respective land grant contracts but have not
received any idle land notice. However, we cannot assure you that the government will waive the
idle land fee or allow us to postpone the development or not issue an idle land notice for such land
parcels. If the local government authorities do not waive the idle land fee imposed on us or grant an
extension under the existing land grant contracts, we will be required to pay the idle land fee as
stipulated in the relevant notice and may further be required to pay penalties or be negatively
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impacted in relation to our future ability to obtain land from the PRC government. We cannot assure
you that future circumstances leading to penalty on, or forfeiture of, land use rights in respect of idle
land or delays in the completion of a property development may not arise in the future. If our land
use rights are forfeited, we will not be able to continue our property development on the affected
land or recover the costs incurred for the initial acquisition of the forfeited land use rights or recover
development costs and other costs incurred up to the date of forfeiture, each of which will have a
material adverse effect on our business, financial condition and results of operations.

The availability and affordability of mortgages to purchasers may affect our sales

Most of our purchasers rely on mortgages to fund their purchases. An increase in interest rates may
significantly increase the cost of mortgage financing, thus reducing the attractiveness of mortgages
as a source of financing for property purchases and adversely affecting the affordability of
residential properties. In addition, the PRC government and commercial banks may also increase the
down payment requirements, impose other conditions or otherwise change the regulatory framework
in such manner that would make mortgage financing unavailable or unattractive to potential property
purchasers. Under PRC law, monthly mortgage payments are limited to 50% of an individual
borrower’s monthly income. In addition, to curtail the overheating of the property sector, between
2006 and 2008, the PRC government implemented, among other things, regulations that increased the
down payment requirement for mortgage loans in respect of residential and commercial properties.
In the second half of 2008 and in 2009, in order to mitigate the impact of the global economic
slowdown, the PRC government lowered the minimum interest rate for individual mortgage loans to
70% of the corresponding the PBOC benchmark bank lending rates. Furthermore, the minimum down
payment ratio for residential properties was lowered to 20% for units with a unit floor area of less
than 90 sq.m. per unit. However, to curtail the overheating of the PRC property market, the General
Office of the State Council on January 7, 2010 issued the “Circular on Facilitating the Stable and
Healthy Development of Property Market” (B (2SS iz i T T BE st Y% A1), which provides
that the down payment for the second property bought with mortgage loans shall not be less than
40% of the total purchase price. On April 17, 2010, the State Council issued the “Notice on
Resolutely Curbing the Rapid Rising of the House Price in Certain Cities” Guofa (2010) No. 10
(5 o PR B ke ) 8 7 3o i 5 (B P B BRAGAEJRT) which stipulated that down payment for the first property
that is larger than 90 sq.m. shall not be less than 30% of the purchase price; down payment for the
second property bought with mortgage loans shall be not less than 50% of the purchase price and the
loan interest rate shall be not less than 1.1 times the benchmark lending rate published by the PBOC.
In addition, the down payment and interest rate shall significantly increase for the third or further
properties bought with mortgage loans. In certain areas where commodity residential property is in
short supply and prices rise too quickly, the banks may suspend granting mortgage loans for the third
or further properties bought with mortgage loans or to non-residents who cannot provide any proof
of income tax or social insurance payment more than one year. On September 29, 2010, PBOC and
the China Banking Regulatory Commission (the “CBRC”) jointly issued the “Notice on Relevant
Issues Regarding the Improvement of  Differential Mortgage Loan Policies”
B 5E & RN LAE B S R BCRA B R ER @A), under which, the minimum down payment for all first
home purchases is increased to 30% of the purchase price. On January 26, 2011, the State Council
issued the “Notice Concerning Further Strengthening the Macro economic Control of Real Property
Market” (BRME— A0 55 H & 785 997 TAE A B FERE A, according to which, the minimum down
payment is raised to 60% of the purchase price for second-house purchases with the minimum loan
interest rate at 110% of the benchmark rate. In October 2011, a number of PRC domestic banks
raised the mortgage rates for first-time home buyers by a minimum of 5%. In addition, due in large
part to the PRC government’s credit tightening policies, the bank approval process for a mortgage
loan application in 2011 generally took longer than before. On February 26, 2013, the General Office
of the State Council announced the “Notice on Continuing to Improve the Regulation and Control of
the Real Estate Market” (555 /A MERH A A ST 5 2 Tl 359 4% LAEREAT), which provides that for
cities with excessive growth in housing prices, the local counterparts of the PBOC may further
increase down payment ratios and interest rates for loans to purchase second properties. In the third
quarter of 2013, there has been a further increase on the down payment ratio of second home
purchase mortgages. On September 29, 2014, the PBOC and CBRC jointly issued the “Notice on
Further Improving Financial Services for Real Estate Sector” (B #HE ke 55 S g5 TAF o),
which provides that (1) the minimum mortgage loan interest rate for first-time purchasers of
residential property is 70% of the benchmark lending interest rate; (2) where a household that owns a
residential property and has paid off its existing mortgage loan applies for a new mortgage loan to
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purchase another residential property to improve living conditions, the bank may apply the aforesaid
mortgage loan policy for first-time purchasers of residential property; and (3) in cities that have
lifted restrictions on the purchase of residential property by residents or those that have not imposed
such restrictions, when a household 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 March 30, 2015, the PBOC,
CBRC and MOHURD jointly issued the “Notice on Relevant Issues Concerning the Individual
Housing Loan Policy” (BRME AR S5 EBURA B HEREA), which provides that where a household
that owns a residential property and has not paid off its existing mortgage loan applies for a new
mortgage loan to buy another residential property to improve its living conditions, the minimum
down payment will be 40% of the property price, with the specific terms of such loan to be decided
by the banking financial institution that provides the loan based on the risk profile of the borrower.
Due to these factors, the availability and attractiveness mortgage financing may change from time to
time. Our prospective customers may not be able to obtain mortgage loans in time, if at all, and as a
result, our business, liquidity and results of operations could be adversely affected.

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, Changzhou, Chengde,
Chengdu, Chuzhou, Changsha, Xiamen, Zhongshan and Hangzhou, have issued new property market
control policies, including restoring or strengthening the restriction on purchases of residential
properties and tightening credit policy. In April 2018, Hainan have promulgated more strict
measures to restrict the purchase of residential properties. Our business, financial condition and
results of operations may therefore be adversely affected.

In addition, in line with industry practice, we provide guarantees to banks for mortgages they offer
to our purchasers. If there are changes in laws, regulations, policies and practices that would prohibit
property developers from providing guarantees to banks in respect of mortgages offered to property
purchasers and these banks would not accept any alternative guarantees by other third parties, or if
no third party is available in the market to provide such guarantees, it may become more difficult for
property purchasers to obtain mortgages from banks during pre-sales. Such difficulties in financing
could result in a substantially lower rate of pre-sales of our properties, which could adversely affect
our business, financial condition and results of operations. We cannot assure you that such changes
in laws, regulations, policies or practices will not occur in the future.

We face risks related to the pre-sale of properties, including the risk that property developments
are not completed

We face risks relating to the pre-sale of properties. For example, we may fail to complete a fully or
partially pre-sold property development, in which case we would find ourselves liable to purchasers
of pre-sold units for losses suffered by them. If a pre-sold property development is not completed on
time, the purchaser may be entitled to compensation for late delivery. If the delay extends beyond
the contractually specified period, or if the actual GFA of a completed property delivered to a
purchaser deviates by more than 3% from the GFA specified in the purchase contract, the purchaser
will be entitled to terminate the purchase contract and claim damages. Any termination of the
purchase contract as a result of our late delivery of properties will have a material adverse effect on
our business, financial condition and results of operations.

On August 5, 2005, the PBOC issued a report entitled “2004 Real Estate Financing Report” in which
it recommended 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 the PBOC, put forward
a motion to abolish the system for sale of forward delivery housing. In May 2006, Cheng Jiansheng,
head of the Real Estate Finance Division of the Financial Market Department of the PBOC,
published an article suggesting that the way to perfect the system for commodity housing presale of
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China is to abolish the financing function of presale. On July 24, 2007, an economy research group
under the National Development and Reforming Commission (the “NDRC”) proposed to change the
existing system for sale of forward delivery housing into one for sale of completed housing. These
recommendations have not been adopted by any PRC governmental authority and have no mandatory
effect. However, there can be no assurance that the PRC governmental authority 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 properties are an important source of
financing for our property developments. Consequently, any restriction on our ability to pre-sell our
properties, including any increase in the amount of up-front expenditure we must incur prior to
obtaining the pre-sale permit, would extend the time period required for recovery of our capital
outlay and would result in our need to seek alternative means to finance the various stages of our
property developments. This, in turn, could have an adverse effect on our business, cash flow results
of operations and financial condition.

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

Property developments typically require substantial capital outlay during the construction period and
may take months or years before positive cash flows can be generated by pre-sales or sales of
property developments, if at all. The time and costs required in completing a property development
may be subject to substantial increases due to many factors, including shortages of materials,
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 may lead to
delays in, or prevent, the completion of a property development and result in costs substantially
exceeding those originally budgeted for. In addition, failure to complete a property development
according to its original specifications or schedule may give rise to potential liabilities and, as a
result, our return on investments may be lower than originally expected.

We may be liable to our customers for damages if we do not deliver the property or individual
property ownership certificates in a timely manner

Property developers are typically required to deliver the property within a time set out in the
relevant property purchase contract and deliver to purchasers the relevant individual property
ownership certificates within 90 days after delivery of the property or within a time frame set out in
the relevant property purchase contracts. Property developers, including ourselves, generally elect to
specify the deadline for the delivery of the individual property ownership certificates in the property
purchase contracts to allow sufficient time for the application and approval processes. Under current
regulations, we are required to submit requisite governmental approvals in connection with our
property developments, including land use rights documents and planning and construction permits,
to the local bureau of land resources and housing administration for it to issue a certificate of
completion of the relevant properties before the delivery of such properties, and apply for the master
property ownership certificate in respect of these properties after obtaining the certificate of
completion. We are then required to submit within a certain period after delivery of the properties,
the relevant property purchase contracts, identification documents of the purchasers, proof of
payment of deed tax, together with the master property ownership certificate, to the relevant local
authority for it to review and issue the individual property ownership certificates in respect of the
properties purchased by the respective purchasers. Delays by any administrative authority in
reviewing the application and granting approval as well as other factors may affect timely delivery
of the property and the master as well as individual property ownership certificates. There are
instances that we were liable for the late delivery of the property and the individual property
ownership certificates and paid penalties to the purchasers. We cannot assure you that we will not
become liable to purchasers for late delivery of the individual property ownership certificates due to
our own fault or for any reason beyond our control in the future.

Any failure to protect our brand and trademarks could have a negative impact on our business

We believe our trademarks and brands are critical to our success. Any unauthorized use of our brand,
trademarks and other intellectual property rights could harm our competitive advantages and
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business. Historically, China has not protected intellectual property rights to the same extent as
certain other countries, and infringement of intellectual property rights continues to pose a serious
risk of doing business in China. Monitoring and preventing unauthorized use is difficult. The
measures we take to protect our intellectual property rights may not be adequate. Furthermore, the
application of laws governing intellectual property rights in China and abroad is uncertain and
evolving. If we are unable to adequately protect our brand and trademarks, we may lose these rights
and our business may suffer materially.

We may be materially and adversely affected if the resettlement costs or similar costs associated
with certain property developments increase

Land parcels acquired by property developers for future development may have existing buildings or
other structures or may be occupied by third parties. Where land is obtained from the PRC
government, resettlement or similar costs are usually included in the land premium payable.
Government authorities are required to enter into written agreements with the owners or residents of
properties subject to demolition and to provide compensation for their relocation and resettlement.
The compensation payable by government authorities cannot be lower than the market value of
similar properties at the time of expropriation. If the compensation paid by government authorities
increases significantly due to increases in property market prices, the land premiums payable by us
may be subject to substantial increases, which could adversely affect our business, results of
operations and financial condition. In addition, any delay or difficulty in the resettlement process
may cause a delay in the delivery of land to us, in whole or in part, and may cause an increase in the
fees payable in connection with the resettlement process. In addition, if a local government fails to
reach an agreement over compensation with the owners or residents of the buildings subject to
demolition, it may unilaterally decide on a compensation plan, but the owners or residents have the
right to file for administrative review with relevant government authorities or initiate lawsuits,
which may further delay a project’s timetable for completion. Such delays may lead to an increase in
cost and a delay in the expected cash inflow from pre-sales of the relevant projects. If we experience
an increase in resettlement costs or any delays due to the inability to reach a resettlement agreement,
our business, financial condition and results of operations may be materially and adversely affected.

We may be involved in legal, administrative and other proceedings arising out of our operations
from time to time and may face significant liabilities as a result

We may be involved in, and there have been instances historically involving disputes with various
parties involved in the development and sale of our properties, including contractors, suppliers,
construction workers, sellers of projects or project companies, purchasers and project development
partners. We may also be involved in disputes with various parties relating to our property
management business. These disputes may lead to legal or other proceedings and may result in
substantial costs and diversion of resources and management’s attention. As most of our projects
comprise multiple phases, 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 our representations and warranties made to such earlier purchasers. In addition, we
may have disagreements with regulatory bodies and be subject to investigations in the course of our
operations, which may subject us to administrative proceedings and unfavorable decrees that result
in material liabilities and cause delays to our property developments. From time to time, our officers
and management may be parties to litigation or other legal proceedings. Even though our company
may not be directly involved in such proceedings, such proceedings may affect our reputation and,
consequently, adversely impact our business. See “— Disputes with joint venture partners or our
project development partners may adversely affect our business.” We cannot assure you that we will
not experience similar disputes with potential joint venture partners, or that any disputes with parties
involved in the development and sale of our properties in the future will not have a material adverse
effect on our business, financial condition and results of operations or have a negative impact on our
reputation.

Our branding and marketing strategy could be adversely affected if homeowners in the projects
that we have developed elect to discontinue our engagement as the provider of property
management services

We provide post-sale property management services to the owners of each residential project that we
have developed through A-living and its subsidiaries. We believe that property management is an
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integral part of our business and is very important to the successful marketing and promotion of our
property developments. Under PRC laws and regulations, the homeowners in a residential
community have the right to change the property management company through collective action. If
owners of the projects that we currently manage elect to discontinue our property management
services for any reason, our branding strategy and the marketing of our future property development
could be adversely and significantly affected.

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

We do not maintain insurance for destruction of or damage to our property developments that are
under development or completed and pending delivery, other than those buildings over which our
lending banks have security interests and for which we are required to maintain insurance coverage
under the loan agreements. We also do not carry insurance to cover personal injuries that may occur
during the construction of our property developments. In addition, we do not carry insurance for any
liability arising from allegedly tortious acts committed on work sites. Although we believe any such
liability would be borne by third-party construction companies, we cannot assure you that we will
not be sued or held liable for damages due to such tortious acts. Moreover, there are certain losses
for which insurance is not available on commercially practicable terms, such as losses suffered due
to earthquake, typhoon, flooding, war and civil disorder. If we suffer from any losses, damages and
liabilities in the course of our operations and property development, we may not have sufficient
funds to cover any such losses, damages or liabilities or to replace any property development that
has been destroyed. In addition, any payment we make to cover any losses, damages or liabilities
could have a material adverse effect on our business, results of operations and financial condition.

The relevant PRC tax authorities may challenge the basis on which we calculate our LAT
obligations and increase the LAT prepayment rate

Under PRC tax laws and regulations, our PRC subsidiaries that are in the property development
business 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 by the
relevant tax laws, with certain exemptions available for the sale of ordinary residential properties if
the appreciation values do not exceed 20% of the total deductible items as defined in the relevant tax
laws. Sales of commercial properties are not eligible for such exemption. 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 are required to pay only a portion of such provisions each
year pursuant to tax regulations. For 2015, 2016 and 2017, LAT charged to our income tax expense
was RMB2,172.1 million, RMB2,609.9 million and RMBS5,289.8 million (US$813.0 million),
respectively. For the same periods, we made payments for provisional LAT in the amount of
RMB3,039.7 million, RMB3,628.0 million and RMB2,724.6 million (US$418.8 million),
respectively. Our LAT provision balance as of December 31, 2015, 2016 and 2017 amounted to
RMBS,279.6 million, RMB7,261.4 million and RMB9,826.6 million (US$1,510.3 million),
respectively. Our LAT provisions are based on our estimate of a portion of our properties that are
eligible for certain exemptions available to ordinary residential properties. We cannot assure you
that the tax authorities will agree with our estimation or the basis on which we calculate our LAT
obligations. In the event that the tax authorities assess us with additional LAT and we are unable to
successfully challenge such assessments, our net profits after tax may be adversely affected. In
addition, we will be subject to LAT in the new markets as we expand our property developments
outside Guangdong Province and we cannot assure you that the LAT obligations we are to assess and
provide for in respect of properties in these new markets will be sufficient to cover the LAT
obligations which the local tax authorities ultimately impose on us.

Since January 2005, we have been required to pay provisional LAT in respect of the sales and
pre-sales of our properties in Guangzhou, Guangdong Province. In Zhongshan and Foshan,
Guangdong Province, provisional LAT requirements have been in effect since 1996 and 2002,
respectively. Likewise, we are required under local regulations to pay provisional LAT in other
regions or cities when we start to pre-sell our property developments in these regions or cities.
Generally, the provisional LAT rates in these cities range from 1% to 2.5% of the pre-sale proceeds,
depending on the type and location of the pre-sold properties.
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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”
(RS 5 7 B - 3t M (BB 0 S48 BT A B R 48 A), which requires that:

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

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

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

o the project is completed and has been sold entirely;
o the project is transferred as a whole before the completion of the construction; or
o the land use rights of the project are transferred.

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

o for completed projects, the area sold exceeds 85% of the total saleable area or, if less than
85%, the unsold saleable area has been rented or is self-occupied;

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

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

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

Local provincial tax authorities can formulate their own implementation rules according to the notice
and local situations and there are uncertainties as to how they will enforce this notice.

On May 25, 2010, the State Administration of Taxation published the “Circular on Strengthening the
Collection and Administration of Land Appreciation Tax” (BIN5E b3 EBEE TAERERD) (the
“SAT Circular”). According to the SAT Circular, all local governments were required to make
adjustments to the then prevailing provisional LAT rate. In addition to safeguarding housing, the
provisional LAT rate of provinces in the eastern region shall not be lower than 2%, while the
provinces in the middle and northeastern regions shall not be lower than 1.5% and the provinces in
the western region shall not be lower than 1%; and the local governments may determine the
provisional LAT rate applicable to different types of real estate.

In the event that relevant tax authorities change their requirements as to the amount or timing of
payment of provisional LAT or increase the LAT prepayment rate, our cash flow may be materially
and adversely affected.

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” (&% T T2 &4 F 5 ),
all property development companies in the PRC are obliged to ensure the quality for the properties
they construct or sell. We are required to provide quality 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
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obligations under the quality warranties, we could incur significant expenses to resolve such claims
or face delays as a result of correcting the related defects, which could in turn harm our reputation
and have a material and adverse effect on our business, financial condition and results of operations.

Our success depends on the continuing efforts of our senior management team and other key
personnel and our business may be harmed if we lose their services

Our future success depends heavily upon the continuing services of the members of our senior
management team. If one or more of our senior executives or other key personnel are unable or
unwilling to continue in their present positions or if their services are disrupted as a result of being
involved in or providing assistance to any investigations by authorities or administrative, legal and
other proceedings, we may not be able to replace them easily or at all, and our business may be
disrupted and our financial condition, results of operations and prospects may be materially and
adversely affected.

Competition for senior management and key personnel is intense while the pool of qualified
candidates is very limited, and we may not be able to retain the services of our senior executives or
other key personnel, or attract and retain high-quality senior executives or other key personnel in the
future. In addition, if any member of our senior management team or any of our other key personnel
joins a competitor or forms a competing company, we may lose customers and key professionals and
staff members.

Our controlling shareholders are able to exercise substantial influence over our corporate policies
and direct the outcome of corporate actions

As of June 30, 2018, approximately 64.46% of our outstanding shares were beneficially owned by
the Chen family. Subject to compliance with applicable laws, by maintaining such ownership, the
Chen family is able to exercise substantial influence over our corporate policies, appoint our
directors and officers and vote on corporate actions requiring shareholders’ approval. In particular,
the strategic goals and interests of the Chen family may not be aligned with our strategy and
interests and could reduce the level of management flexibility that would otherwise exist with a
more diversified shareholder base. The interests of our controlling shareholders may differ from
those of the holders of the Notes.

Our results of operations may be adversely affected if we fail to obtain, or there are material
delays in obtaining, requisite governmental approvals for a significant number of our property
developments

The real estate industry in the PRC is heavily regulated by the PRC government. PRC property
developers must comply with various requirements mandated by national and local laws and
regulations, including the policies and procedures established by local authorities designed for the
implementation of such laws and regulations. In order to complete a property development, a
property developer must obtain various 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 of
completion. Each approval is dependent on the satisfaction of certain conditions. There were
instances where penalties were imposed on us by relevant local government for failing to obtain the
approval in a timely manner, such as construction commencement permits and construction plan
permits, for certain of our property projects. We cannot assure you that we will not encounter
material delays or other impediments in fulfilling the conditions precedent to the approvals, or that
we will be able to adapt ourselves to new laws, regulations or policies that may come into effect
from time to time with respect to the real estate industry in general or the particular processes with
respect 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. If we fail to obtain, or encounter
material delays in obtaining, the requisite governmental approvals, the schedule of development and
sale of our developments could be substantially disrupted, which would materially and adversely
affect our business, results of operations and financial condition.
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The non-compliant GFA of some of our completed property developments may subject us to
additional payments, corrective actions, or potential liabilities

The local government authorities inspect our property developments after completion and issue
completion certificates if the developments are in compliance with the relevant laws and regulations.
If the total constructed GFA of a property development exceeds the amount of GFA authorized in the
relevant land grant contracts or construction permit, or if the completed property contains built-up
areas that are not in conformity with the plan authorized by the construction permit, we may be
required to make additional payments or take corrective actions with respect to such non-compliant
GFA before the property development may obtain a completion certificate. If we fail to obtain the
completion certificate due to such non-compliance, we will not be allowed to deliver the relevant
properties or recognize any revenue from the relevant pre-sold properties and may also be subject to
liabilities under the pre-sale contracts. Any of the above could have a material adverse effect on our
business, financial condition and results of operations.

Potential liability for environmental problems could result in substantial costs and delays

We are subject to a variety of laws and regulations concerning the protection of health and the
environment. The particular environmental laws and regulations which apply to any given project
development site vary greatly according to the site’s location, the site’s environmental condition, the
present and former uses of the site, as well as the nature of the adjoining properties. Environmental
laws and conditions, may cause us to incur substantial compliance and other costs and can prohibit,
delay, or severely restrict project development activity in environmentally-sensitive regions or areas.

As required by PRC laws and regulations, each project we develop is required to undergo
environmental assessments and an environmental impact assessment document is required to be
submitted to the relevant government authorities for approval before commencement of construction.
The local authorities may request us to submit the environmental impact documents, issue orders to
suspend construction and impose a penalty amounting up to 1%-5% of the total investment amount
for each of our projects for which approval of the environmental impact assessment document has
not been granted prior to the commencement of construction. For certain of our projects, we did not
submit the environmental impact assessment documents although we have obtained the relevant
government approvals to commence the development of these projects. However, we cannot assure
you that the local authorities will not impose a penalty upon us with respect to these projects due to
the lack of such environmental impact documents or that an environmental investigation with respect
to these projects in the future would not reveal material environmental liabilities.

In addition, PRC law had required environmental facilities to be included in a property development
to pass the inspection by the environmental authorities in order to obtain completion approval before
commencing operations. Some of our projects have environmental facilities that are subject to this
requirement and are undergoing inspections. If we fail to comply with such requirement, the local
environmental authorities may order us to suspend the construction or use of such facilities, which
may disrupt our operations and adversely affect our business. The authorities may also impose on us
a fine of up to RMB 100,000 per breach in respect of such projects. We cannot assure you that we can
obtain such approvals in a timely manner, or at all. In the event that such completion approvals
cannot be obtained or if fines are imposed on us, our business, results of operations and financial
condition may be materially and adversely affected. From November 20, 2017, PRC law requires the
project company to conduct environmental protection inspection of the completed project, formulate
environmental protection inspection report, disclose the report to the public, and submit the relevant
data and information through the online platform of environmental protection inspection on
completion of construction projects maintained by the Ministry of Ecology and Environment. The
environmental protection departments at all levels shall carry out supervision and inspection by
randomly selecting inspection objects and randomly selecting law enforcement inspectors relying on
the completed construction project environmental protection acceptance information platform, and
the supervision results should open to the public. If we fail to comply with such requirement, the
local environmental authorities shall order us to make corrections within a time limit and a fine of
up to RMB200,000 per breach in respect of such projects.
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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 the value of our properties.

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 PRC tax laws effective prior to January 1, 2008, dividends, interest and other amounts paid to
foreign investors by foreign-invested enterprises, such as amounts paid to us by our operating
subsidiaries in China, were exempt from PRC withholding tax. Under the Enterprise Income Tax
Law (23Fr{38L%)(“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 official implementation rules regarding the determination of the “de
facto management bodies” for foreign enterprises that are not controlled by PRC enterprises
(including companies like ourselves).

We hold our shareholders’ meetings and 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 in determining whether we are a PRC resident enterprise for tax purposes. However,
there is no clear standard published by the tax authorities for making such 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 currently 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 Law purposes, we would be subject to the PRC
enterprise income tax at the rate of 25% on our worldwide income. Furthermore, we may be
obligated to withhold PRC income tax of up to 7% on payments of interest and redemption premium
on the Notes to investors that are non-resident enterprises located in Hong Kong or 10% on payments
of interest and redemption premium on the Notes to investors that are non-resident enterprises
located outside Hong Kong, because the interest and redemption premium may be regarded as being
derived from sources within the PRC. In the case of individual holders of Notes, the tax may be
withheld at a rate of 20%. In addition, if we fail to do so, we may be subject to fines and other
penalties. If we are required to withhold PRC tax from interest payments on the Notes, we will be
required, subject to certain exceptions, to pay such additional amounts as will result in receipt by the
holders of the Notes of such amounts as would have been received had no such withholding been
required. The requirement to pay additional amounts will increase the cost of servicing interest
payments on the Notes and could have an adverse effect on our financial condition. Further, if we
were treated as a PRC resident enterprise, any gain realized by a non-resident enterprise investor
from the transfer of the Notes may be regarded as being derived from sources within the PRC and
accordingly may be subject to a 10% PRC tax in the case of non-resident enterprises or 20% in the
case of non-resident individuals.

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

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
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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, 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”
(BRI AHE— 2D in S L HE AP P B H A3 s Ml 7 SE LA B2 928 ), which, among other things, provides that:

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

o 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;

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

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

On July 10, 2007, SAFE issued a circular indicating that for foreign-invested enterprises in the real
estate sector, it would not process any foreign debt registration or conversion of foreign debt that
was approved by the local MOFCOM and filed with MOFCOM on or after June 1, 2007.

In June 2008, MOFCOM issued the “Notice Regarding Completing the Registration of Foreign
Investment in the Real Estate Sector” (BAMOMIMEIE HE MR LIEREA), often known as
“Notice No. 23.” According to Notice No. 23, MOFCOM entrusts provincial MOFCOM departments
to verify materials on records of foreign-invested real estate enterprises. Notice No. 23 requires that
the establishment (including the increase of registered capital) of a foreign-invested real estate
enterprise shall comply with the project company principle of engaging in one approved real estate
project only.

On November 22, 2010, MOFCOM promulgated the “Notice on Strengthening Administration of the
Approval and  Registration of  Foreign Investment into Real Estate Industry”
(BRTP 5 S0 78 15 55 3t e SE AU S A B8 M), which provides that, among other things, when a real
estate enterprise is established in China with overseas capital, it is prohibited to purchase and/or sell
real estate properties completed or under construction for speculative purposes. The local MOFCOM
authorities are not permitted to approve investment companies to engage in real estate development
and management.

On June 24, 2014, MOFCOM and SAFE jointly issued the “Circular on Improving the Record-filing
for Foreign Investment in Real Estate” (IR BCESNH £ & 55 A M % TAERE AT, 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 6, 2015, MOFCOM and SAFE jointly issued the “Circular on Further Improving the
Record-filing for Foreign Investment in Real Estate” (BIAHE—2BOfEShiBUE b5 0 # 58 TAE R0 ),
According to this circular, the record-filing procedure has been canceled.

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.
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Risks Relating to Property Development in the PRC

The PRC property market has been cyclical and our property development activities are susceptible
to significant fluctuations

Historically, the PRC property market has been cyclical. The rapid expansion of the property market
in certain major provinces and cities in China in the early 1990s culminated in an over-supply in the
mid-1990s and a corresponding fall in property values and rentals in the second half of the decade.
Since the late 1990s, private residential property prices and the number of residential property
development projects have gradually increased in major cities as a result of an increase in demand
driven by domestic economic growth. In particular, prices of residential properties in certain major
PRC provinces and cities therein have experienced rapid and significant growth. In recent years
however, risk of property over-supply is increasing in certain parts of China, where property
investment, trading and speculation have become overly active. In the event of actual or perceived
over-supply, together with the effect of the PRC government policies to curtail the overheating of
the property market and slower growth of economy, property prices may fall significantly and our
revenue and results of operations will be adversely affected. We cannot assure you that the problems
of over-supply and falling property prices that occurred in the mid-1990s will not recur in the PRC
property market and the recurrence of such problems could adversely affect our business and
financial condition. The PRC property market is also susceptible to the volatility of the global
economic conditions as explained in “— Risks Relating to Our Business — We may be adversely
affected by fluctuations in the global economy and financial markets.”

The cyclical nature of the property market in the PRC affects the optimal timing for the acquisition
of sites, pace of development as well as the sale of properties. This cyclicality, combined with the
lead time required for completion of projects and the sale of properties, means that our results of
operations relating to property development activities may be susceptible to significant fluctuations
from year to year.

We are subject to regulations implemented by the PRC government, which may adopt further
measures intended to curtail the overheating of property market in China

Our business is subject to extensive governmental regulation. As with other PRC property
developers, we must comply with various requirements mandated by 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 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.

From 2004 to 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, including:

o limiting monthly mortgage payments to 50% of an individual borrower’s monthly income
and limiting all monthly debt service payments of an individual borrower to 55% of his or
her monthly income;

° suspending or restricting land grants and development approvals for villas and larger sized
units;

° 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 right grant contract and voiding land
use right for land which has not been developed for two years or more;

o prohibiting any onward transfer of pre-sold properties before the ownership certificate is
obtained;

° 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;
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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 sq.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 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 purchasers of developed
properties and increasing the reserve requirements for commercial banks;

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

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 individuals and institutions; and

limiting the number of the residential properties that a single household may purchase.

Regional and local governments are responsible for the implementation of the 70:90 rule. We have
not, so far, seen this policy being stringently applied across all its 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 sq.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.

Starting from late 2009 until now, the PRC government has adopted a series of new policies to cool
down the property market, including, among other things:

abolishing certain preferential treatments relating to business taxes payable upon transfers
of residential properties by property owners and imposing more stringent requirements on
the payment of land premium by property developers;

imposing property purchase restrictions on non-local citizens, decreasing the maximum
loan to value ratio of mortgage loans offered to borrowers, increasing mortgage interest
rates and construction loan interest rates;

increasing the minimum down payment to at least 60% of the total purchase price for
second-house purchases with a minimum lending interest rate of at least 110% of the
benchmark rate. Since September 2014, where a household that owns a residential
property and has paid off its existing mortgage loan applies for a new mortgage loan to
buy another residential property to improve its living conditions, the minimum down
payment will be 30% of the property price and the floor mortgage loan interest will be
70% of the benchmark lending interest rate. Since March 2015, where a household that
owns a residential property and has not paid off its existing mortgage loan applies for a
new mortgage loan to buy another residential property to improve its living conditions,
the minimum down payment will be 40% of the property price;

restricting purchasers, in certain targeted cities, from acquiring second (or further)
residential properties and restricting non-residents that cannot provide proof of local tax
or social security payments for more than a specified time period from purchasing any
residential properties. Since September 2014, in cities that have lifted housing purchase
restrictions on residents or those that have not imposed such restrictions, when a
household that owns two or more residential properties and has paid off all of its the
existing mortgage loans applies for a new mortgage loan to buy another residential
property, the bank is required to assess the credit profile of the borrower, taking into
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consideration the solvency and credit standing of the borrower and other factors, and
decide the down payment ratio and loan interest rate. In view of the local urbanization
plan, banks may provide mortgage loans to non-local residents that meet the conditions as
required by the related policies;

o launching new property tax schemes in certain cities such as Shanghai and Chongqing on
a trial basis, and levying business tax on the full amount of transfer price if an individual
owner transfers a residential property within five years of purchase. Shanghai and
Chongqing municipal governments have also issued provisional measures, respectively,
levying property tax on, among other things, a second residential property purchased by
individuals who do not have local household registration; and

o urging provincial governments to implement home purchase restrictions to control
property prices, and listed certain criteria for the implementation of restrictions, and in
the second half of 2011, extending such home purchase restrictions to certain second- and
third-tier cities in addition to the 40-plus first- and second-tier cities which have already
adopted home purchase restriction measures.

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 buyers of property for residential purposes
and to promote the sustainable development of the real estate market, PRC government issued
notices in September 2014 and March 2015, which decreased the requirement of the minimum down
payment and the floor loan interest rate for a household to buy another residential property to
improve its living conditions, 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. In cities that
have lifted housing purchase restrictions on residents or those that have not imposed such
restrictions, when a household that owns two residential properties or more and has paid off all of its
the existing mortgage loans applies for a new mortgage loan to buy another residential property, the
bank is required to assess the credit profile of the borrower, taking into consideration the solvency
and credit standing of the borrower and other factors, and decide the down payment ratio and loan
interest rate. In view of the local urbanization plan, banks may provide mortgage loans to non-local
residents that meet the conditions as required by the related policies. Regulations were promulgated
at various levels to promote affordable housing. PRC regulatory measures in the real estate industry
will continue to impact our business and results of operations. See “Regulation.” We have had to
adapt our operations to these austerity measures. We adopted various sales tactics in 2011 to
increase sales in different projects, such as offering discounts in property prices. We also adjusted
the construction schedules of our projects and made the decision in December 2011 to temporarily
suspend land purchases until February 2012.

Furthermore, the governments of Beijing and Guangzhou have adopted additional restrictive policies
to curb property price increases. In September 2012, the Guangzhou government imposed restrictions
on the presale 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.
Many cities in the PRC have already promulgated measures to restrict the number of residential
properties a household is allowed to purchase. On February 26, 2013, the General Office of the State
Council announced the “Notice on Continuing to Improve the Regulation and Control of the Real
Estate Market” (55 Bt 20 HERR S A& AT 55 e i 35 4% TAERY%@ ), which provides, among other
things, (i) limitations on the purchase of commodity properties and second-hand properties located
within the entire administrative area of a city; (ii) further increase in the down payment ratios and
interest rates for loans to purchase second properties for cities with excessive increase in housing
prices; and (iii) implementing a capital gain tax of 20%. On November 15, 2013, the general office
of the People’s Government of Guangzhou issued the “Opinions concerning Further Strengthening of
the Macroeconomic Control of the Real Property Market” (CEM T ARBUGHEA BEER HE— P Ailly
J75 Ml T35 ¥ TAERIE L)), which requires: (1) the increase of low-cost commodity housing supply
and controlling of high-end commodity housing supply; (2) limitation on the number of properties a
non-local resident families can purchase; and (3) the further increase of minimum down payment for
loans to purchase second properties for the Guangzhou Branch of PBOC. Any such measures could
have a material adverse effect on our business, financial condition or results of operations. In order
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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. 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 September 30, 2016, Beijing, Tianjin, Suzhou, Chengdu and other cities have issued new
property market control policies, including restoring the restriction on purchases of residential
properties and tightening credit policy. To promote the stable and healthy development of the real
estate market in Beijing, among other measures, a new policy was adopted. This new policy requires
the government to set a ceiling price for land granting and when bidders all bid at the ceiling price,
the bidder with the lowest proposed property selling price would win the land. On October 12, 2016,
the MOHURD required investigation and punishment of persons or entities that spread rumors,
deliberately hype or disrupt the market to protect the rights and interests of housing buyers.
Shanghai recently launched a new campaign to regulate the so-called commercial-title apartments
and suspended approval of all new commercial-title apartment applications. The construction and
sale of commercial and office projects will also be strictly regulated. Property developers will be
required to rectify any unsanctioned modifications to their original designs before the release of the
commercial and office projects. We cannot assure you that our projects in Shanghai will not be
affected by such new policy.

We cannot assure you that the PRC government will not adopt additional or more stringent policies,
regulations and measures in the future. For instance, the PRC government may impose a countywide
real estate tax in the future. We are not sure when or whether such tax reforms will be imposed and
neither can we assess the adverse impact of such new tax policies on our business operations and
financial results. If we fail to adapt our operations to such new policies, regulations and measures
that may come into effect from time to time 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.

Property development in the PRC is still at an early stage and lacks adequate infrastructural
support

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

The lack of an effective liquid secondary market for residential property may discourage investors
from acquiring new properties because resale is not only difficult, but can also be a long and costly
process. The limited amount of property mortgage financing available to PRC individuals
compounded by the lack of security of legal title and enforceability of property rights may further
inhibit demand for residential developments.

In addition, risk of property over-supply is increasing in certain 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 results of operations will be
adversely affected.

Risks Relating to the PRC

Economic, political and social conditions in the PRC as well as government policies could affect
our business

Substantially all of our assets are located in the PRC and substantially all of our revenue is sourced
from the PRC. Accordingly, to a significant degree, our results of operations, financial position and
prospects are subject to the economic, political and legal developments of the PRC.
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The economy of the PRC differs from the economies of most developed countries in many respects,
including but not limited to:

o structure;

o level of government involvement;
o level of development;

®  growth rate;

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

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

The PRC economy has been transitioning from a planned economy to a market oriented economy.
For the past three decades, the PRC government has implemented economic reform measures
emphasizing utilization of market forces in the development of the PRC economy. However, since
early 2004, the PRC government has from time to time implemented measures to prevent the PRC
economy, including the property market, from overheating. 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. In May 2017, Moody’s Investors Service
downgraded China’s sovereign credit rating for the first time since 1989 and changed its outlook
from stable to negative, citing concerns on the country’s rising levels of debt and expectations of
slower economic growth. In September 2017, S&P Global Ratings downgraded China’s sovereign
credit rating for the first time since 1999, citing similar concerns. The full impact of the 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. If
China’s economic growth decreases or if the PRC economy experiences a recession, the growth in
demand for our products may also decrease 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 addition, demand for our products and our business, financial condition and results of operations
may be adversely affected by:

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

o changes in laws and regulations or the interpretation of laws and regulations;

o measures which may be introduced to control inflation or deflation;

o changes in the rate or method of taxation; and

o 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 out of China. We receive substantially all our revenues in
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Renminbi. Under our current structure, our income is primarily derived from dividend payments
from our PRC subsidiaries. Shortages in the availability of foreign currency may restrict the ability
of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other payments to
us, or otherwise satisfy their foreign currency denominated obligations, if any. 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 appropriate government authorities is required
where Renminbi is to be converted into foreign currency and remitted out of China to pay capital
expenses such as the repayment of indebtedness denominated in foreign currencies, including the
Notes. The restrictions on foreign exchange transactions under capital accounts could also affect our
subsidiaries’ ability to obtain foreign exchange through debt or equity financing, including by means
of loans or capital contribution from us. The PRC government may also at its discretion restrict
access in the future to foreign currencies for current account transactions. If the foreign exchange
control system prevents us from obtaining sufficient foreign currency to satisfy our currency
demands, we may not be able to pay dividends in foreign currencies to our shareholders.

PRC regulations relating to the establishment of offshore special purpose companies by PRC
residents may adversely affect our business operations

SAFE has promulgated several regulations, including the “Notice on Relevant Issues Concerning
Foreign Exchange Administration for PRC Residents on Engaging in Financing and Inbound
Investment via Overseas Special Purpose Vehicles” (E5<4MHEAE BEJ) B A 52 1A Jr B8 2 158 SRR H A 2 )l
B NORFE A A B B B A (“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 Administrative Measures on Offshore
Investing and Financing and Round-trip Investment by PRC Residents through Special Purpose
Vehicles” (BRI SE IA J BB R IR H B 2 RS A Rl SR R 5 A R P A T 1 R 0 2 A (“Circular
No. 377).

Circular No. 37 requires PRC residents, including both legal and natural persons, to register with the
local SAFE branch before making capital contribution to any company outside of China (an
“offshore SPV”) with onshore or offshore assets and equities interests legally owned by the PRC
residents. In addition, any PRC individual resident who is the shareholder of an offshore SPV is
required to update its SAFE registration with the local SAFE branch with respect to that offshore
SPV in connection with change of basic information of the offshore SPV such as its company name,
business term, the shareholding by PRC individual resident, merger, division and with respect to the
PRC individual resident in case of any increase or decrease of capital in the offshore SPV, transfer
of shares or swap of shares by the PRC individual resident. According to the “Notice on Further
Simplifying and Improving Foreign Exchange Administration Policies for Direct Investment”
BRI — B LR O B 3 AN SR ECR A ) issued by SAFE in February 2015, effective from
June 1, 2015, the foreign exchange registration as required by Circular No. 37 can be conducted at
banks rather than local branches of SAFE (except for supplemental registrations under Circular No.
37). Failure to comply with the required SAFE 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, paying 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.

Our controlling shareholders have completed the registration of their overseas invested companies in
accordance with Circular No. 75 in January 2008 and renewed the registration in February 2009,
July 2010, July 2012, December 2013, January 2014 and June 2014. Changes in the status of these
overseas invested companies would, at the request of the local foreign exchange administration bureau,
require further registration of changes in accordance with Circular No. 37. We cannot assure you that
such process will be completed in a timely manner or at all, or that we will not be subject to fines or
other sanctions which restrict our cross-border activities or limit our PRC subsidiaries’ ability to
distribute dividends or to repay shareholder loans to us.
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Fluctuation in the value of the Renminbi may have a material adverse effect on our business

The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected
by, among other things, changes in China’s political and economic conditions. The conversion of
Renminbi into foreign currencies, including U.S. dollars, has been based on rates set by the PBOC.
On July 21, 2005, the PRC government changed its policy of pegging the value of the Renminbi to
the U.S. dollar. Under the new policy, the Renminbi is permitted to fluctuate within a narrow and
managed band against a basket of certain foreign currencies. Further on May 18, 2007, the PBOC
enlarged the floating band for the trading prices in the inter-bank foreign exchange market of the
Renminbi against the U.S. dollar from 0.3% to 0.5% around the central parity rate, effective on
May 21, 2007. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5% above or
below the central parity rate published by the PBOC. The floating band was further widened to 1.0%
on April 16, 2012. On March 17, 2014, the PBOC further widened the floating bond against the U.S.
dollar to 2.0%. These changes in currency policy resulted in the Renminbi appreciating against the
U.S. dollar by approximately 33% from July 21, 2005 to December 31, 2014. The PBOC announced
on August 11, 2015 that it would improve the middle price quotation mechanism for determining the
US$ — RMB exchange rates. On the same day, the daily reference rate for Renminbi against U.S.
dollars depreciated by 1.9% to 6.2298 compared with 6.1162 for August 10, 2015. The International
Monetary Fund announced on September 30, 2016 that, effective from October 1, 2016, the
Renminbi will be added to its Special Drawing Rights currency basket. Such change and additional
future changes may increase the volatility in the trading value of the Renminbi against foreign
currencies. Any significant revaluation of the Renminbi may materially and adversely affect our cash
flows, revenues, earnings and financial position, and the value of, and any dividends payable to us
by our PRC subsidiaries. For example, an appreciation of the Renminbi against the U.S. dollar would
make any new Renminbi denominated investments or expenditures more costly to us, to the extent
that we need to convert U.S. dollars into Renminbi for such purposes. In addition, because of our
substantial indebtedness and other obligations in foreign currencies, any significant fluctuation in
the value of the Renminbi may have a material adverse effect on our business condition and results
of operations. As of December 31, 2017, we had U.S. dollar-denominated debt totaling US$922.7
million, primarily consisting of the outstanding amounts under our senior notes and various U.S.
dollar-denominated loans, and Hong Kong dollar-denominated debt totaling HK$15,871.6 million,
representing primarily outstanding amounts under certain Hong Kong dollar-denominated loans.

Uncertainty with respect to the PRC legal system could adversely affect us

As substantially all 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.
However, due to the fact that these laws and regulations have not been fully developed, and because of
the limited volume of published cases and the non-binding nature of prior court decisions,
interpretation of PRC laws and regulations involves a degree, sometimes a significant degree, of
uncertainty. For example, on September 14, 2015, the NDRC issued the Notice on Promoting the
Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises
(120 52 5% 8 SO 2 A M A S T AME S 650 R A B BCE 38 ) (the “NDRC  Notice™), which provides
that enterprises domiciled within the PRC and their overseas subsidiaries or branches should file and
register with the NDRC prior to issuance of foreign debt instruments and report relevant information
on the issuance of the foreign debt instruments in relation to foreign debt with a maturity of more than
one year to the NDRC within ten business days in the PRC after the completion of each issuance. The
NDRC Notice is silent on the legal consequences of non-compliance with the pre-issue notification
requirement. We have registered the issuance of the Notes with the NDRC pursuant to the NDRC
Notices. Similarly, the legal consequences of non-compliance with the post-issuance reporting
requirement under the NDRC is unclear. As the NDRC Notice is a new regulation, there are still
uncertainties regarding its interpretation, implementation and enforcement by the NDRC. On May 11,
2018, the NDRC and the MOF promulgated the Circular on Improving Market Regulatory Regime and
Taking Strict Precautions Against Foreign Debt Risks and Local Debt Risks (B4 58 % 7 35 4 5O il i 4%
75 7 4 M L g A0 b 5 (5 5 JEU B B9 48 ), which may further restrict our ability to obtain financing through

41



offshore debt offerings. Pursuant to a post on NDRC’s website on June 27, 2018, proceeds from
offshore debt offerings shall mainly be used to repay the issuer’s exiting debts and may not be used to
finance its onshore and offshore real estate project development or as working capital. As it is unclear
how the rules and regulations set out in the NDRC Notice may be developed or extended in the future,
there is no assurance that the use of proceeds arising from offshore debt issuances by property
companies will not be further restricted and the PRC government may impose additional restrictive
requirements and/or conditions on the use of such proceeds in the future. Furthermore, the legal
protections available to us under these laws, rules and regulations may be limited. Any litigation or
regulatory enforcement action in China may be protracted and could result in substantial costs and
diversion of resources and management attention.

Our primary operating subsidiaries were incorporated in China as “wholly foreign-owned
enterprises.” Although we or our wholly owned subsidiaries are the sole shareholder 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. Even where adequate
laws exists 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. 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. 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 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.

Holders of the Notes may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management

Substantially all of our operating subsidiaries are incorporated under PRC laws, and substantially all
of our assets are located in China. In addition, most of our directors and officers reside within China,
and substantially all of their assets are located within China. As a result, it may not be possible to
effect service of process outside of China upon most of our directors or officers. Moreover, our PRC
counsel has advised us that China does not have treaties providing for the reciprocal recognition and
enforcement of judgments of courts in civil and commercial cases with the United States, the United
Kingdom, Japan or most other Western Countries. Therefore, it may be difficult for you to enforce
against us or our directors or officers in China any judgments obtained from non-PRC courts.

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

Our business is subject to general economic and social conditions in the PRC. Natural disasters,
epidemics such as the human swine flu, also known as Influenza A (HIN1), H5NI1 avian flu or severe

acute respiratory syndrome (“SARS”), and other natural disasters which are beyond our control may
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adversely affect the economy, infrastructure and livelihood of the people in the PRC. Some regions
in the PRC, including certain cities where we operate, are under the threat of flood, earthquake,
sandstorm, snowstorm, fire, drought or epidemics.

For instance, a serious earthquake and its successive aftershocks hit Sichuan province in May 2008,
resulting in tremendous loss of life and injury, as well as destruction of assets in the region.
Furthermore, the PRC reported a number of cases of SARS in 2003. Since its outbreak in 2004, there
have been reports on occurrences of avian flu in various parts of the PRC, including several
confirmed human cases and deaths. In particular, any future outbreak of SARS, avian flu or other
similar adverse epidemics may, among other things, significantly disrupt our business, including
limiting our ability to travel or ship our products within the PRC. An outbreak of infectious disease
may also severely restrict the level of economic activity in affected areas, which may in turn have a
material and adverse effect on our results of operations, financial condition and business. We have
not adopted any written preventive measures or contingency plans to combat any future outbreak of
swine flu, avian flu, SARS or any other epidemic.

Acts of war and terrorist attacks may cause damage or disruption to us, our employees and our
markets, any of which could materially impact our sales, cost of sales, overall results of operations
and financial condition. The potential for war or terrorist attacks may also cause uncertainty and
cause our business to suffer in ways that currently we cannot predict.

Risks Relating to the Notes

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 through our PRC
subsidiaries, joint ventures and associated companies. The Notes will not be guaranteed by any
current or future PRC subsidiaries. Moreover, the Notes will not be guaranteed by certain other 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. Our primary assets are ownership interests in our PRC subsidiaries, joint ventures and
associated companies, which are held through the Subsidiary Guarantors and certain Non-Guarantor
Subsidiaries and may be held by JV Subsidiary Guarantors or New Non-Guarantor Restricted
Subsidiaries in the future. In addition, our subsidiaries that hold our major project in Hainan
Province, Hainan Clearwater Bay, will not guarantee the Notes and their shares will not be pledged
for the benefit of the holders of the Notes. The Subsidiary Guarantors do not and the JV Subsidiary
Guarantors (if any) may not, have material operations. Accordingly, our ability to pay principal and
interest on the Notes and the ability of the Subsidiary Guarantors and JV Subsidiary Guarantors (if
any) to satisfy their obligations under the Subsidiary Guarantees or JV Subsidiary Guarantees (if
any) will depend upon our receipt of principal and interest payments on the intercompany loans and
distributions of dividends from our subsidiaries, joint ventures and associated companies.

Creditors, including trade creditors of our PRC subsidiaries and other Non-Guarantor Subsidiaries
any holders of preferred shares in such entities, would have a claim on such entities’ assets that
would be prior to the claims of holders of the Notes. As a result, our payment obligations under the
Notes will be effectively subordinated to all existing and future obligations of our Non-Guarantor
Subsidiaries, joint ventures and associated companies, including their obligations under guarantees
they have issued or will issue in connection with our business operations, and all claims of creditors
of our subsidiaries, joint ventures and associated companies 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, 2017, our Non-Guarantor Subsidiaries had outstanding indebtedness, including both
current and non-current borrowings, in the amount of RMB32,329.9 million (US$4,969.0 million)
and capital commitment and contingent liabilities arising from guarantees of RMB38,570.8 million
(US$5,928.2 million). The Notes and the Indenture do not restrict the ability of our subsidiaries to
issue certain categories of guarantee in the ordinary course of business. In addition, our secured
creditors or those of any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) would have
priority as to our assets or the assets of such Subsidiary Guarantor or JV Subsidiary Guarantor (if
any) securing the related obligations over claims of holders of the Notes.

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

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 and other obligations

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. As of December 31, 2017, our total indebtedness outstanding, including both current
and non-current borrowings, amounts to RMB61,675.2 million (US$9,479.3 million). Our amounts
due to related parties as of December 31, 2017 was RMB3,386.3 million (US$520.5 million). Since
December 31, 2017, our total indebtedness has further increased as we have issued additional
securities and entered into additional facility agreements, including the 2018 Perpetual Securities,
April 2018 Asset-backed Securities, 2018 Syndicated Loan, June 2018 Asset-backed Securities and
June 2018 Perpetual Securities. See “Recent Developments” and “Description of Other Material
Indebtedness” for further details.

Our substantial indebtedness could have important consequences to you. For example, it could:
° limit our ability to satisfy our obligations under the Notes and other obligations;
o increase our vulnerability to adverse general economic and industry conditions;

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

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

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

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

o increase the cost of additional financing.

In the future, we may from time to time incur substantial additional indebtedness and contingent
liabilities. Under the Notes, our ability to incur additional debt is subject to the limitation on
indebtedness and preferred stock covenant. Under such covenant, we may incur (i) certain Permitted
Indebtedness or (ii) additional indebtedness if we can, among other things, satisfy the Fixed Charge
Coverage Ratio. The Fixed Charge Coverage Ratio is derived by dividing Consolidated EBITDA by
Consolidated Fixed Charges. Because our definition of Consolidated EBITDA includes our
unrealized gains on valuation adjustments on our investment properties and embedded financial
derivatives, 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, because our definition of Consolidated Interest
Expense for the Notes excludes the interest expense on indebtedness of third parties that we
guarantee except to the extent that such interest expense has become payable by us, our Consolidated
Interest Expense and our ability to incur additional debt could be even larger when compared to
other similarly situated PRC senior notes issuers whose covenants would typically include such
interest expense in the definition of Consolidated Interest Expense. If we or our subsidiaries incur
additional debt, the risks that we face as a result of our already substantial indebtedness and leverage
could intensify.
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Our ability to generate sufficient cash to satisfy our outstanding and future debt and other
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 and other obligations as they become due. However, there
is no assurance that we will be able to generate sufficient cash flow for these purposes. For 2015,
2016 and 2017, we recorded positive cash flows generated from operating activities of
RMB7,136.5 million, RMB6,886.6 million and RMB2,952.5 million (US$453.8 million). Our
business may be exposed to unpredictable and unstable operating cash flows in the future. If we are
unable to service our indebtedness and satisfy our other obligations, including our obligations under
the Notes, we will be forced to adopt an alternative strategy that may include actions such as
reducing or delaying capital expenditures, selling assets, restructuring or refinancing our
indebtedness or seeking equity capital. These strategies may not be instituted on satisfactory terms,
if at all.

In addition, the terms of the indentures governing the Notes, the 2015 Notes, the 2017 Notes and
other financing agreements prohibit us from incurring additional indebtedness unless (i) we are able
to satisfy certain financial ratios or (ii) we are able to incur such additional indebtedness pursuant to
any of the exceptions to the financial ratios requirements, and meet any other applicable restrictions.
Our ability to meet our financial ratios may be affected by events beyond our control. We cannot
assure you that we will be able to meet these ratios. Certain of our financing arrangements also
impose operating and financial restrictions on our business. See “Description of Other Material
Indebtedness.” Such restrictions may negatively affect our ability to react to changes in market
conditions, take advantage of business opportunities we believe to be desirable, obtain future
financing, fund required capital expenditures, or withstand a continuing or future downturn in our
business or the general economy. Moreover, the distributions on the Perpetual Capital Securities, the
2018 Perpetual Securities, the June 2018 Perpetual Securities and Domestic Perpetual Capital
Securities are not accounted for as interest expenses under HKFRS and we therefore do not include
such distributions when calculating the Fixed Charge Coverage Ratio under our bank facilities and
senior notes, including the Notes. In addition, because the Perpetual Capital Securities, the 2018
Perpetual Securities, the June 2018 Perpetual Securities and Domestic Perpetual Capital Securities
are not Capital Stock, we do not treat distributions on the Perpetual Capital Securities, the 2018
Perpetual Securities, the June 2018 Perpetual Securities and Domestic Perpetual Capital Securities as
Restricted Payments under our senior notes, including the Notes. However, we expect to voluntarily
subtract the amounts of distributions on the Perpetual Capital Securities, the 2018 Perpetual
Securities, the June 2018 Perpetual Securities and Domestic Perpetual Capital Securities from our
Restricted Payments “basket” under our senior notes and will continue to do so in the future. We
might in certain circumstances be able to make distributions on the Perpetual Capital Securities, the
2018 Perpetual Securities, the June 2018 Perpetual Securities and Domestic Perpetual Capital
Securities that we would not otherwise be entitled to under the covenants governing our bank
facilities and senior notes, including the Notes, if the distributions were treated as an interest
expense or a Restricted Payment. Any of these factors could materially and adversely affect our
ability to satisfy our obligations under the Notes and other indebtedness.

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

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

PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations and such profits differ
from profits determined in accordance with HKFRS in certain significant respects, including the use
of different bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to
set aside a portion of their after-tax profits according to PRC accounting standards and regulations to
fund certain reserves that are not distributable as cash dividends. In practice, our PRC project
companies may pay dividends only after they have completed the project development and the
construction of at least a phase or a building and the related revenue recognition as well as the
required government tax clearance and foreign exchange procedures. In addition, dividends paid by
our PRC subsidiaries to their non-PRC parent companies will be subject to a 10% withholding tax,
unless there is a tax treaty between the PRC and the jurisdiction in which the overseas parent
company is incorporated, which specifically exempts or reduces such withholding tax. Pursuant to an
avoidance of double taxation arrangement between Hong Kong and the PRC, if the non-PRC parent
company is a Hong Kong resident and directly holds a 25% or more interest in the PRC enterprise,
such withholding tax rate may be lowered to 5% subject to approval by relevant PRC tax authorities,
although there is uncertainty under a recent circular regarding whether intermediate Hong Kong
holding companies will remain eligible for benefits under this arrangement. As a result of such
restrictions, there could be timing limitations on payments from our PRC subsidiaries to meet
payments required by the Notes or satisfy our obligations under the Subsidiary Guarantees or JV
Subsidiary Guarantees, as the case may be, and there could be restrictions on payments required to
redeem the Notes at maturity or as required for any early redemption.

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

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

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

In light of land prices, sizes of projects and other factors, we may from time to time consider
developing property developments jointly with other property developers and business partners. 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, such as the Guangzhou Asian Games City Project and the
Tianjin Jinnan New City) and such joint ventures may or may not be Restricted Subsidiaries.
Although the indenture governing the Notes restricts us and our Restricted Subsidiaries from making
investments in Unrestricted Subsidiaries or minority joint ventures, these restrictions are subject to
important exceptions and qualifications. In particular, under the Indenture, we are not required to
satisfy the Fixed Charge Coverage Ratio for making investments in minority joint ventures up to 5%
of the Total Assets. See clause (16) in the definition of “Permitted Investment” in “Description of
the Notes — Definitions” and “— Certain Covenants — Limitation on Restricted Payments.” In
addition, we are not required to satisfy the Fixed Charge Coverage Ratio for any restricted payment
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consisting solely of the declaration or payment of dividends in cash on our Common Stock or the
repurchase of our Common Stock up to a certain limit. See “Limitation on Restricted Payments” and
the definition of “Permitted Investment” in “Description of the Notes.”

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

The Indenture governing the Notes permit us to redeem, repurchase or otherwise acquire minority
interests in our Restricted Subsidiaries held by Independent Third Parties and such purchases will
not constitute Restricted Payments, subject to certain conditions. See “Description of the Notes —
Certain Covenants — Limitation on Restricted Payments.” Even though such transactions would
potentially increase our ownership interests in the relevant Restricted Subsidiary, we may pay
substantial amounts of consideration in these transactions, whether in cash or other assets, which
may adversely impact our business, results of operations and financial condition.

The terms of the Notes permit us to designate any Non-Core Entity as an Unrestricted Subsidiary
in connection with any Qualified Spin-off IPO, and investments we retain in such Unrestricted
Subsidiaries will not constitute Restricted Payments upon such designation.

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

o any entity so designated as an Unrestricted Subsidiary will no longer be subject to the
covenants under the Indenture governing the Notes;

o the Subsidiary Guarantees of any entity so designated as an Unrestricted Subsidiary may
be released, and the shares of such entity previously pledged to the collateral agent or the
trustee for the benefit of the holders of the Notes may be released; and

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

The terms of the Notes permit us to engage in businesses that may not be related to our core real
estate business.

Under the terms of the Notes, we are not subject to the restrictions related to “permitted business”
and we are not restricted from expanding into businesses that we are not currently engaged in.
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 certain permitted
businesses. Such changes may result in a higher indebtedness level, and additional cash outflow.

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

According to the existing PRC rules and regulations relating to supervision of foreign debt, loans by
foreign companies to their subsidiaries in China, such as our PRC subsidiaries established as foreign-

invested enterprises in China, are considered foreign debt, and such loans must be registered with the
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relevant local branches of SAFE. Such rules and regulations also provide that the total outstanding
amount of such foreign debt borrowed by any foreign-invested enterprise may not exceed the difference
between its total investment and its registered capital, each as approved by or filings with the relevant
PRC authorities. In addition, the “Notice on Further Strengthening the Regulation on Approval and
Supervision of Foreign Direct Investment in Real Estate Industry in the PRC”
BRI 25 11 LA 91 P P P 5 B SR IR B4 19840 jointly issued by MOFCOM and SAFE on
May 23, 2007, and the “Notice regarding Promulgation of Administrative Measures on Foreign Debt
Registration” (BIZ/MEE BB 8 i <SMESFLE HIIE> @A) issued by SAFE on April 28, 2013,
which became effective on May 13, 2013 and contains an appendix named the “Operating Guidelines for
Foreign Debt Registration Administration” (JMEEr0EHE(EFET]) indicate that SAFE would not process
any foreign debt registration or settlement of foreign exchange for foreign debt for foreign invested
enterprises in the real estate industry that was approved by the local office of MOFCOM and registered
with MOFCOM after June 1, 2007. Foreign invested-enterprises include joint ventures and wholly
foreign owned enterprises established in China, such as most of our PRC subsidiaries. Therefore, the
proceeds of the current offering that will be used for land acquisitions and developments in China
practicably may only be transferred to our PRC subsidiaries as equity investments. Any transfer of the
proceeds to our PRC subsidiaries in the form of loans will be subject to the restrictions on foreign
invested real estate enterprises as imposed by the foreign debt registration rules. Without having the
flexibility to transfer funds to our PRC subsidiaries as loans, we cannot assure you that the dividend
payments from our PRC subsidiaries will be available on each interest payment date to pay the interest
due and payable under the Notes or on a redemption date or the maturity date to pay the principal of the
outstanding Notes.

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

On September 14, 2015, the NDRC issued the Circular of the National Development and Reform
Commission on Promoting the Administrative Reform of the Record-filing and Registration System
for the Issuance of Foreign Debts by Enterprises (B %8 el 22 B A A 368847 AT 52 6w i A8 BBl
HHYUEFD) to remove the quota review and approval system for the issuance of foreign debts by
enterprises, reform and innovate the ways that foreign debts are managed, and implement the
administration of record-filing and the registration system. We cannot assure you that the PRC
government will not introduce new policies that further restrict our ability to deploy, or that prevent
us from deploying, in China the funds raised outside of China. 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.

Fluctuation in the exchange rates between the Renminbi and foreign currencies, particularly
U.S. dollars, may have a material adverse effect on us and on your investment.

The Notes are denominated in U.S. dollars, while substantially all of our revenue is generated by our
PRC operating subsidiaries and is denominated in Renminbi. The exchange rates between the
Renminbi and foreign currencies are affected by, among other things, changes in China’s political
and economic conditions. On July 21, 2005, the PRC government changed its decade-old policy of
pegging the value of the Renminbi to the U.S. dollar. Under the new policy, 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, from May 18,
2007, PBOC enlarged the floating band for the trading prices in the inter-bank foreign exchange
market of Renminbi against the U.S. dollar from 0.3% to 0.5% around the central parity rate,
effective on May 21, 2007. The floating band was further widened to 1.0% on April 16, 2012. On
March 17, 2014, the PBOC further widened the floating bond against the U.S. dollar to 2.0%. The
Renminbi depreciated against the U.S. dollar by 2.43% in 2014, while in general it appreciated
against the U.S. dollar by approximately 33% from July 21, 2005 to December 31, 2014. There
remains significant international pressure on the PRC government to adopt a more flexible currency
policy and the PBOC have previously announced its intention to further reform the Renminbi
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exchange rate regime by allowing greater flexibility in the Renminbi exchange rate, which could
result in a further and more significant appreciation of the Renminbi against the U.S. dollar or other
foreign currency.

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, it is possible that they
may result in a devaluation of the Renminbi against the U.S. dollar or other foreign currencies, in
which case our financial condition and results of operations could be adversely affected because of
our substantial foreign-currency-denominated indebtedness and other obligations. As of
December 31, 2017, we had U.S. dollar-denominated debt totaling US$922.7 million, consisting of
the outstanding amounts under our senior notes and various U.S. dollar-denominated loans, and
Hong Kong dollar-denominated debt totaling HK$15,871.6 million, representing primarily
outstanding amounts under certain Hong Kong dollar-denominated loans. See “Description of Other
Material Indebtedness.” Such 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.

Since early 2016, we have adopted a hedging policy and entered into capped forward contracts to
mitigate certain of our foreign currency exposure in United States dollars and Hong Kong dollars
denominated indebtedness and achieve better management over foreign exchange risk. The objective
of the arrangement is to minimize the volatility of the RMB cost of highly probable forecast
repayments of debts. Other than those disclosed, we do not have any material exposures to foreign
exchange fluctuations. Following the offering of the Notes, we may enter into foreign exchange or
interest rate hedging agreements with respect to 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 mark-to-market adjustments. The Initial Purchasers and their affiliates may enter into such
hedging agreements permitted under the indenture governing the Notes, and these agreements may be
secured by pledges of our cash and other assets as permitted under the indenture governing the
Notes. If we were unable to provide such collateral, it could constitute a default under such
agreements.

Any hedging obligation entered into or to be entered into by us or our subsidiaries, may contain
terms and conditions that may result in the early termination, in whole or in part, of such hedging
obligation upon the occurrence of certain termination or analogous events or conditions (howsoever
described), including such events relating to us and/or any of our subsidiaries, and the terms and
conditions of such hedging obligation(s) may provide that, in respect of any such early termination,
limited or no payments may be due and payable to, or that certain payments may be due and payable
by, us and/or any of our subsidiaries (as relevant) in respect of any such early termination. Any such
early termination, in whole or in part, of any such hedging obligation(s), and the payment and any
other consequences and effects of such early termination(s), may be material to our financial
condition and/or any of our subsidiaries and may be material in relation to the performance of our or
their respective obligations under or in relation to the Notes (if applicable), any indebtedness or any
other present or future obligations and commitments.

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

We must offer to purchase the Notes, the 2015 Notes and the 2017 Notes upon the occurrence of a
change of control triggering event, at a certain purchase price plus accrued and unpaid interest. For
the Perpetual Capital Securities, the 2018 Perpetual Securities and the June 2018 Perpetual
Securities, we have the option to redeem the securities upon the occurrence of a change of control
triggering event. Under the Perpetual Capital Securities if we elect not to redeem, the applicable
distribution rate will increase by 3% per annum beginning from the next distribution payment date.
See the sections entitled “Description of the Notes” and “Description of Other Material
Indebtedness.” Under the 2018 Perpetual Securities and the June 2018 Perpetual Securities, if we
elect not to redeem, the applicable distribution rate will increase by 5% per annum with effect from
the next distribution payment date.

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
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control triggering event to make purchases of outstanding Notes, the 2015 Notes and the 2017 Notes.
Our failure to make the offer to purchase or purchase the outstanding Notes, the 2015 Notes and the
2017 Notes would constitute an Event of Default under the Notes, the 2015 Notes or the 2017 Notes,
as the case may be. The Event of Default may, in turn, constitute an event of default under other
indebtedness, any of which could cause the related debt to be accelerated after any applicable notice
or grace periods. If our other debt were to be accelerated, we may not have sufficient funds to
purchase the Notes and repay the debt.

In addition, the definition of Change of Control Triggering Event for purposes of the indenture
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 indenture 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 the Notes, and the ability of
a holder of the Notes to require us to purchase its Notes pursuant to the offer as a result of a highly-
leveraged transaction or a sale of less than all of our assets may be uncertain.

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 Notes — Redemption for
Taxation Reasons,” in the event we are required to pay additional amounts as a result of certain
changes in or interpretations of tax law, including any change or interpretation or the stating of an
official position that results in us being required to withhold tax on interest payments as a result of
us 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 Notes are subject to optional redemption by us

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

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

The insolvency laws of the Cayman Islands and PRC and other local insolvency laws applicable to
us may differ from those of any other jurisdiction with which 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 other jurisdictions, would likely involve Cayman Islands insolvency
laws, the procedural and substantive provisions of which may differ from comparable provisions of
bankruptcy law in other jurisdictions. In addition, the Subsidiary Guarantors are incorporated in the
British Virgin Islands or Hong Kong and the insolvency laws of the British Virgin Islands and Hong
Kong may also differ from the laws of the United States or bankruptcy laws in other jurisdictions.
We conduct substantially all of our business operations through PRC-incorporated subsidiaries in
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China. We and our non-PRC subsidiaries, 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 other
jurisdictions with which the holders of the Notes are familiar. You should carefully analyze the risks
and uncertainties in the insolvency laws of the Cayman Islands, the PRC and other jurisdictions
applicable to us before you invest in the Notes.

We may be unable to obtain and remit foreign exchange

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

If we are unable to comply with the restrictions and covenants in our debt agreements, the
indentures governing the 2015 Notes, the 2017 Notes or the Indenture governing the Notes, there
could be a default under the terms of these agreements, which could cause the acceleration of the
repayment of our indebtedness

If we are unable to comply with the restrictions and covenants in the Indenture governing the Notes,
or our current or future debt obligations and other agreements (including the indentures governing
the 2015 Notes, the 2017 Notes and various credit facility agreements), there could be a default
under the terms of these agreements. In the event of a default under these agreements, the holders of
the debt could terminate their commitments to lend to us, accelerate repayment of the debt and
declare all amounts borrowed due and payable or terminate the agreements, as the case may be.
Furthermore, some of our debt agreements, including the indentures governing the Notes, the 2015
Notes, the 2017 Notes and various credit facility agreements, contain cross-acceleration or cross-
default provisions. As a result, our default under one debt agreement may cause the acceleration of
repayment of other debt or result in a default under our other debt agreements, including the Notes,
the 2015 Notes, the 2017 Notes and various credit facility agreements. If any of these events occur,
we cannot assure you that our assets and cash flow would be sufficient to repay in full all of our
indebtedness, or that we would be able to find alternative financing. Even if we could obtain
alternative financing, we cannot assure you that it would be on terms that are favorable or acceptable
to us.

Our operations are restricted by the terms of our debt arrangements, 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

Our debt documents include a number of significant restrictive covenants. These covenants restrict,
among other things, our ability, and the ability of us and our Restricted Subsidiaries, to:

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

° make investments or other specified restricted payments;

o issue or sell capital stock of our Restricted Subsidiaries;

° guarantee indebtedness of our Restricted Subsidiaries;
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o sell assets;

o create liens;

o enter into sale and leaseback transactions;

o engage in any business other than permitted business;

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

° enter into transactions with shareholders or affiliates; and
] effect a consolidation or merger.

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

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

The Notes are a new issue of securities for which there is currently no trading market. Although
application has been made to the SGX-ST for the listing and quotation of the Notes on the SGX-ST,
we cannot assure you that we will obtain or be able to maintain a listing on the SGX-ST, or that, if
listed, a liquid trading market will develop. We have been advised that the Initial Purchasers intend
to make a market in the Notes, but 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. We cannot predict
whether an active trading market for the Notes will develop or be sustained.

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

We expect the Notes to be rated BB by Standard and Poor’s Ratings Services (“S&P”) and Ba3 by
Moody’s Investors Service (“Moody’s”). The ratings address our ability to perform our obligations
under the terms of the Notes and credit risks in determining the likelihood that payments will be
made when due under the Notes. A rating is not a recommendation to buy, sell or hold securities
and may be subject to revision, suspension or withdrawal at any time. We cannot assure you that
the ratings 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 withdrawal at any time of the rating assigned to the Notes

may adversely affect the market price of the Notes.

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” covenant

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 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.
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The “Limitation on Transactions with Shareholders and Affiliates” covenant in the Notes only
applies to transactions between the Company or any Restricted Subsidiary, on the one hand, and
(x) any holder (or any Affiliate of such holder) of 10% or more of the shares of the Company or
(y) any Affiliate of the Company, on the other hand. As such, transactions between the Company or
any Restricted Subsidiary, on the one hand, and an Affiliate of any Restricted Subsidiary, on the
other hand, will not be captured by such covenant, even though they 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.

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

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

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

Facts and statistics in this offering memorandum relating to China’s economy and the real estate
industry are derived from publicly available and third-party professional sources. 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 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
Jjurisdictions

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 differs in certain
significant respects from GAAP 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. You
should consult your own professional advisers for an understanding of the differences between
HKFRS and other GAAP and how those differences might affect the financial information contained
in this offering memorandum.

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

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

Our initial Subsidiary Guarantors do not currently have significant operations

None of our current PRC subsidiaries will provide a Subsidiary Guarantee or JV Subsidiary Guarantee
either upon issuance of the Notes or at any time thereafter. No future subsidiaries that are organized
under the laws of the PRC, that are not permitted by applicable law or regulation to guarantee the
Notes (the “Exempted Subsidiaries”) or that are listed on certain qualified stock exchanges (the “Listed
Subsidiaries”), will provide a Subsidiary Guarantee or JV Subsidiary Guarantee at any time in the
future. Moreover, the Notes will not be guaranteed by certain other 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 offshore subsidiaries (other than the
Crown Golden Group, the Exempted Subsidiaries and the Listed Subsidiaries) do not exceed 30% of
our total assets. As a result, the Notes will be effectively subordinated to all the debt and other
obligations, including contingent obligations and trade payables, of the PRC subsidiaries and such
Non-Guarantor Subsidiaries. In addition, certain of our subsidiaries holding our major project in
Hainan Province, Hainan Clearwater Bay, and other subsidiaries, including certain subsidiaries
responsible for property management and marketing and certain dormant companies, will not provide
Subsidiary Guarantees upon issuance of the Notes and as a result, the Notes will be effectively
subordinated to all the debt and other obligations of these subsidiaries. See “Description of the Notes
— The Subsidiary Guarantees and the JV Subsidiary Guarantees” for a list of the Non-Guarantor
Subsidiaries. Moreover, the Collateral will not include the capital stock of our existing or future PRC
subsidiaries and Non-Guarantor 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 or JV Subsidiary Guarantors in the future will have the funds necessary to
satisfy our financial obligations under the Notes if we are unable to do so.

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 a third party,
as long as the consolidated assets of all Restricted Subsidiaries organized outside the PRC (other
than the Crown Golden Group, the Exempted Subsidiaries and the Listed Subsidiaries) that are not
Subsidiary Guarantors or JV Subsidiary Guarantors do not account for more than 30% of our total
assets.

In addition, a Subsidiary Guarantee required to be provided by a subsidiary of the Company under
the terms of the Notes may be replaced by a limited-recourse JV Subsidiary Guarantee following the
sale or issuance to, or purchase from, a third party of an equity interest in such subsidiary or its
direct or indirect majority shareholders (subject to the satisfaction of certain conditions). Recovery
under a JV Subsidiary Guarantee is limited to an amount equal to our proportional interest in the
issued share capital of such JV Subsidiary Guarantor multiplied by the fair market value of the total
assets in such JV Subsidiary Guarantor and its subsidiaries, on a consolidated basis, as of the date of
the last fiscal year end of the Company. See “— Risks Relating to the Notes — We are a holding
company and payments with respect to the Notes are structurally subordinated to liabilities,
contingent liabilities and obligations of our subsidiaries.”
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The Subsidiary Guarantees or JV Subsidiary Guarantees may be challenged under applicable
insolvency or fraudulent transfer laws, which could impair the enforceability of the Subsidiary
Guarantees or JV Subsidiary Guarantees

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

For Subsidiary Guarantors incorporated in other jurisdictions:

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

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

] was insolvent or rendered insolvent by reason of such incurrence;

° was engaged in a business or transaction for which the guarantor’s remaining assets
constituted unreasonably small capital; or

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

For Subsidiary Guarantors incorporated in the British Virgin Islands:

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

(ii) put the beneficiary of the guarantee in a position which, in the event of the guarantor’s
insolvency, would be better than the position the beneficiary would have been in had the
guarantee not been given;

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

(iv) in the case of (ii) and (iii), a guarantee will be 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.
Insolvent 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 vulnerable if is given within the six month
period preceding the commencement of liquidation, or, if the guarantee and beneficiary are
connected entities, two years.

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 in respect
of its existing debt as it became absolute and matured.

In addition, a guarantee may be subject to review under applicable insolvency or fraudulent transfer
laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the 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.
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In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any)
under the Subsidiary Guarantees or JV Subsidiary Guarantors (as the case may be) will be limited to
the maximum amount that can be guaranteed by the applicable Subsidiary Guarantor or JV
Subsidiary Guarantors (if any) without rendering the guarantee, as it relates to such Subsidiary
Guarantor or JV Subsidiary Guarantors (if any), voidable under such applicable insolvency or
fraudulent transfer laws.

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

The pledge of certain Collateral may in some circumstances be voidable

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

If the pledges 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 and
other pari passu secured indebtedness The Collateral will consist only of the capital stock of the
initial Subsidiary Guarantors and may in the future include our proportional interest in certain JV
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 pledged as additional Collateral.

The ability of the Trustee, 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 wundertaken 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 Guarantors or where applicable, certain
future JV Subsidiary Guarantors, 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.

The Collateral will be shared on a pari passu basis pursuant to the Intercreditor Agreement by the
holders of the Notes, the holders of our high-yield notes and bank lenders and may be shared on a
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pari passu basis with holders of other permitted indebtedness ranking pari passu with the Notes that
we may issue in the future. Accordingly, in the event of a default on the Notes or the other secured
indebtedness and a foreclosure on the Collateral, any foreclosure proceeds would be shared by the
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 and the Subsidiary Guarantees of the
Subsidiary Guarantor Pledgors, and the Collateral securing the Notes and such Subsidiary
Guarantees 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.

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 the Crown Golden Group, the Exempted Subsidiaries and the Listed
Subsidiaries) that do not guarantee the Notes do not account for more than 30% of our total assets
immediately following such release.

Moreover, in the event the conditions applicable to the replacement of a Subsidiary Guarantee with a
JV Subsidiary Guarantee are satisfied, we are permitted to release the pledge of the shares granted
by such Subsidiary Guarantor, as well as the pledge of the shares granted by the subsidiaries of such
Subsidiary Guarantor. We are only required to deliver a replacement share pledge for the shares that
we continue to hold in such JV Subsidiary Guarantor (but not the subsidiaries of such JV Subsidiary
Guarantor) following the sale of the equity interests in such Subsidiary Guarantor. As a result, in the
event we sell minority equity interests in our Subsidiary Guarantors or otherwise create JV
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.

The Intercreditor Agreement may impact 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

Under the Intercreditor Agreement, upon the occurrence of an event of default under the respective
debt instruments (including the Notes, the 2015 Notes, the 2017 Notes or other permitted pari passu
secured indebtedness), the relevant secured party may take action to enforce the Collateral. Any such
enforcement action will 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 Collateral Agent, pursuant to the Intercreditor Agreement, the security documents relating to the
Collateral and underlying indentures or finance documents, 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.

In addition, the Collateral Agent, acting in its capacity as such, shall have such duties with respect to
the Collateral pledged, assigned or granted pursuant to the Intercreditor Agreement and the Security
Documents as are set forth in the Intercreditor Agreement and as trustee and agent in respect of other
obligations including the Notes, the 2015 Notes and the 2017 Notes. Under certain circumstances,
the Collateral Agent may have obligations under the respective security documents or the
Intercreditor Agreement and the underlying indentures or finance documents that are in conflict with
the interests of the holders of the Notes, the holders of the 2015 Notes, the holders of the 2017 Notes
or the holders of other permitted pari passu secured indebtedness. The Collateral Agent will not be
under any obligation to exercise any rights or powers conferred under the Intercreditor Agreement or
any of the Security Documents for the benefit of the holders of the Notes, the 2015 Notes or the
2017 Notes, unless such holders have offered to the Collateral Agent indemnity and/or security and/
or pre-funding satisfactory to the Collateral Agent against any loss, liability, cost or expenses.
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If an Event of Default occurs under the Notes, the 2015 Notes, the 2017 Notes or other permitted
pari passu secured indebtedness, the holders of such indebtedness must decide whether to take any
enforcement action with respect to the Collateral. Thereafter they may, through their respective
trustee or representative, take such action pursuant to the terms of the Intercreditor Agreement and
their 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.

Further, the Collateral has already been granted in favor of the trustees for the 2015 Notes and the
2017 Notes and lenders of various credit facilities and term loans (or their agents or representatives).
Although pursuant to the Intercreditor Agreement the Collateral will be shared on a pari passu basis
among holders of the Notes, the 2015 Notes, the holders of the 2017 Notes, lenders of various credit
facilities and term loans and other permitted pari passu secured indebtedness, under Hong Kong and
BVI laws, the security interests that have been granted to the trustees for the 2015 Notes, the 2017
Notes and lenders of various credit facilities and term loans (or their agents or representatives) do
have legal priority over the Collateral, varied only by contractual arrangements under the
Intercreditor Agreement. If the Hong Kong courts or the BVI courts do not recognize the
Intercreditor Agreement or if the Intercreditor Agreement has become invalid or void, the security
interests held by the Trustee (for the benefit of the holders of the Notes) over the Collateral will rank
behind the security interests over the Collateral held by other secured parties to which the Collateral
was granted prior to the issuance of the Notes.
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USE OF PROCEEDS

We intend to use the net proceeds mainly for refinancing certain existing offshore indebtedness,
including without limitation to, the 2016 Hang Seng Bank Syndicated Loan.

We may adjust the foregoing plans in response to changing market conditions and circumstances
and, thus, reallocate the use of the net proceeds. Pending application of the net proceeds of this

offering, we intend to deposit such net proceeds to demand deposits, time deposits or money market
instruments.
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EXCHANGE RATE INFORMATION
PRC

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and
demand of Renminbi against a basket of currencies in the market during the prior day. The PBOC
also takes into account other factors, such as the general conditions existing in the international
foreign exchange markets. Since 1994, the conversion of Renminbi into foreign currencies, including
Hong Kong dollars and U.S. dollars, has been based on rates set by the 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 Renminbi to U.S. dollars was generally stable. Although Chinese governmental
policies were introduced in 1996 to reduce restrictions on the convertibility of Renminbi into foreign
currency for current account items, conversion of Renminbi into foreign exchange for capital
account items, such as foreign direct investment, loans or securities, requires the approval of SAFE
and other relevant authorities. On July 21, 2005, the PRC government introduced a managed floating
exchange rate system to allow the value of the Renminbi to fluctuate within a regulated band based
on market supply and demand and by reference to a basket of currencies. On May 18, 2007, the
PBOC enlarged the floating band for the trading prices in the inter-bank foreign exchange market of
the Renminbi against the U.S. dollar from 0.3% to 0.5% around the central parity rate, effective on
May 21, 2007. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5% above or
below the central parity rate published by the PBOC. The floating band was further widened to 1.0%
on April 16, 2012. On March 17, 2014, the PBOC further widened the floating bond against the U.S.
dollar to 2.0%. The PRC government in the future may make further adjustments to the exchange
rate system. The PBOC announces the closing price of a foreign currency traded against the
Renminbi in the inter-bank foreign exchange market after the closing of the market on each working
day, and makes it the central parity rate for the trading against the Renminbi on the following
working day.

Effective since August 11, 2015, market makers are required to quote their central parity rates for
Renminbi against U.S. dollar to the China Foreign Exchange Trade System daily before the market
opens by reference to the closing rate of the PRC inter-bank foreign exchange market on the
previous trading day in conjunction with the demand and supply conditions in the foreign exchange
markets and exchange rate movements of major currencies. PBOC has further authorized the China
Foreign Exchange Trade System to announce its central parity rate for Renminbi against the
U.S. dollar through a weighted averaging of the quotes from the market makers after removing the
highest quote and the lowest quote. PBOC announces the closing price of a foreign currency traded
against the Renminbi in the inter-bank foreign exchange market after the closing of the market on
each working day, and makes it the central parity for trading against the Renminbi on the following
working day. The International Monetary Fund announced on September 30, 2016 that the Renminbi
joins its Special Drawing Rights currency basket. Since October 2016, the RMB against the
U.S. dollar continued to depreciate at an increasing rate. 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.
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The following table sets forth the exchange rate as set forth in the H.10 statistical release of the
Federal Reserve Board for and as of the period ends as indicated.

Noon Buying Rate

Period Low Average) High Period End
(RMB per US$1.00)
2012 . 6.2221  6.2990  6.3879 6.2301
2013 . 6.0537 6.1412  6.2438 6.0537
2014 . o 6.0402  6.1704 6.2591 6.2046
2015 . o 6.1870 6.2869 6.4896  6.4778
2016 . . 6.4480 6.6400 6.9580  6.9430
2017 © o 6.4773 6.7569 6.9575 6.5063
2018
January . . ... 6.2841 6.4233  6.5263 6.2841
February . . . . . . .. . 6.2649 6.3183 6.3471 6.3280
March . .. ... 6.2685 6.3174 6.3565 6.2726
April ... 6.2655 6.2967 6.3340  6.3325
May . . . 6.3325 6.3701 6.4175 6.4096
June . . . .. 6.3850 6.4651 6.6235 6.6171
July (toJuly 6) . . . . ..o 6.6341 6.6434 6.6632  6.6396

Source: Federal Reserve H.10 Statistical Release
Note:

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

Hong Kong

The 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 any exchange rate.
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The following table sets forth the exchange rate as set forth in the H.10 statistical release of the

Federal Reserve Board for and as of the period ends as indicated.

Noon Buying Rate

Period
Period Low Average®) High End
(HK$ per US$1.00)
2012 . 7.7493  7.7556  7.7699 7.7507
20013 7.7503  7.7565 7.7654 7.7539
2014 . o 7.7495  7.7554 7.7669 7.7531
2005 . o 7.7495 7.7519 7.7686 7.7507
2016 . . o 7.7505 7.7620 7.8270 7.7534
2007 . oo 7.7540 7.7926 7.8267 7.8128
2018
January ... 7.8161 7.8190 7.8230 7.8210
February . . ... .. . .. 7.8183 7.8221 7.8267 7.8262
March . . .. . e 7.8275 7.8413 7.8486 7.8484
April « .o 7.8432  7.8482 7.8499 7.8479
May . . 7.8439  7.8487 7.8499 7.8439
June . .. 7.8452  7.8471 7.8492 7.8463
July (toJuly 6) . .. .. 7.8439  7.8459 7.8479 7.8479

Source: Federal Reserve H.10 Statistical Release

Note:

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

The following table sets forth on an actual basis our consolidated cash and cash equivalents, short-
term borrowings and capitalization as of December 31, 2017, and as adjusted to give effect to the
Notes now being issued after deducting the underwriting fees, commissions and other estimated
expenses payable in connection with this offering. Except as otherwise disclosed in this offering
memorandum, there has been no material change in our capitalization since December 31, 2017.

As of December 31, 2017
Actual Adjusted

RMB US$ RMB US$
(audited) (unaudited) (unaudited) (unaudited)
(in thousands)

Cash and cash equivalents®™ . . . . ... ... .. ... ... ..... 19,041,948 2,926,694 20,327,593 3,124,294
Short-term borrowings®®)
Current portion of non-current borrowings. . . . ... ......... 19,707,386 3,028,970 19,707,386 3,028,970
Other borrowings
—ssecured . ... 2,100,000 322,764 2,100,000 322,764
—ounsecured ... 2,672,548 410,763 2,672,548 410,763
Short-term bank borrowings
—secured ... 2,666,301 409,803 2,666,301 409,803
—unsecured ... — — — —
Total short-term borrowings . . . . .. ... ... ... ...... 27,146,235 4,172,300 27,146,235 4,172,300
Long-term borrowings)@®)
2015 NOLES © v vt e e 3,230,937 496,586 3,230,937 496,586
2017 NOLES « v ot e e e 1,283,972 197,343 1,283,972 197,343
Notes to be issued™ . . . . . . ... ... — — 1,285,645 197,600
PRC corporate bonds . . .. ... ... ... .. 11,753,036 1,806,409 11,753,036 1,806,409
Asset-backed securities . . . .. ... Lo 1,053,952 161,989 1,053,952 161,989
Other borrowings
—secured ... .. 4,957,000 761,877 4,957,000 761,877
—unsecured ... ... 1,001,250 153,889 1,001,250 153,889
Long-term syndicated loans
—secured ... .. 5,586,375 858,610 5,586,375 858,610
—ounsecured ... 5,530,541 850,029 5,530,541 850,029
Long-term bank borrowings
—secured ... 15,673,475 2,408,969 15,673,475 2,408,969
—ounsecured ... 4,165,852 640,280 4,165,852 640,280
Less: Current portion of non-current borrowings . . . . .. ... ... (19,707,386)  (3,028,970) (19,707,386)  (3,028,970)
Total long-term borrowings . . . ... ... ... .......... 34,529,004 5,307,011 35,814,649 5,504,611
Capital and reserves
Share capital and premium . . . ... ... L L L L. 3,421,883 525,934 3,421,883 525,934
Shares held for share award scheme . . . .. ... ............ (156,588) (24,067) (156,588) (24,067)
Other reServes . . . . . . ..ot 785,400 120,714 785,400 120,714
Retained earnings . . . .. .. ... .. ... ... 32,284,542 4,962,043 32,284,542 4,962,043
Total capital and reserves attributable to our shareholders . . . 36,335,237 5,584,624 36,335,237 5,584,624
Perpetual capital securities . . . ... ... ... ... ... ... ... 5,529,424 849,857 5,529,424 849,857
Total capitalization® . . . ... ... ... ... .. ......... 76,393,665 11,741,491 77,679,310 11,939,091
Notes:

(1) Cash and cash equivalents exclude restricted cash of RMBI11,078.2 million (US$1,702.7 million) as of
December 31, 2017. Restricted cash consists principally of guarantee deposits for mortgage loans, guarantee
deposits for construction of pre-sold properties, deposits for accident compensation and collateral for borrowings.

(2)  Short-term borrowings include the current portion of long-term borrowings.

3) As of December 31, 2017, RMB31,682.6 million (US$4,869.5 million) of our long-term and short-term
borrowings had been incurred by our PRC subsidiaries.

4) As of December 31, 2017, our consolidated capital commitments were RMB30,203.1 million
(US$4,642.1 million) and our contingent liabilities amounted to approximately RMB40,633.2 million
(US$6,245.2 million). See “Management’s Discussion and Analysis of Financial Conditions and Results of
operations — Liquidity and Capital Resources — Contractual Obligations” and “— Contingent Liabilities.”

(5) Long-term borrowings exclude the current portion of long-term borrowings.

(6) Total capitalization includes total long-term borrowings plus total capital and reserves attributable to our
shareholders and perpetual capital securities.

(7) In accordance with HKFRS, the Notes should be recorded at their fair value net of transaction costs incurred upon
initial recognition, which may be substantially different from the aggregate principal amount of the Notes. For
illustrative purposes only, the Notes have been recorded at their aggregate principal amount, after deducting the
underwriting fees, commissions and other estimated expenses payable in connection with this offering, in the “As
Adjusted” column of the table above.
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We have, since December 31, 2017, in the ordinary course of business, entered into additional
financial arrangements to finance our property development and for general corporate purposes,
which are not reflected in the table above. We will continue to enter into short-term and long-term
borrowings and other financing arrangements in the ordinary course of business, including
construction and project loans and issuing perpetual securities. See “Recent Developments”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Liquidity and Capital Resources — Borrowings” and “Description of Other Material Indebtedness.”

64



SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our selected financial and other data. The selected financial data as of
and for each of the fiscal years ended December 31, 2015, 2016 and 2017 (except for EBITDA data)
and amounts presented in U.S. dollars, are derived from our audited consolidated financial
statements for those years and as of the dates indicated. 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 audited consolidated financial statements and the unaudited consolidated
interim financial information and the notes to those statements and information included elsewhere
in this offering memorandum. All significant intra-group transactions, balances and unrealized gains
on intra-group transactions have been eliminated.

Selected Consolidated Income Statement Information

Year Ended December 31,

2015 2016 2017 2017
RMB RMB RMB US$
(unaudited)
(in thousands, except percentages)

Revenue . . . . ... ... 43,004,312 46,678,865 51,607,059 7,931,860
Costofsales. . ... ... (32,191,005) (34,313,168) (30,919,581) (4,752,253)
Gross profit . . . ... .. 10,813,307 12,365,697 20,687,478 3,179,607
Selling and marketing costs . . . . .. ... ... ... L o (1,785,859) (2,097,973) (2,258,938) (347,192)
Administrative eXpenses . . . . . ..o i e e (1,444,024) (1,458,191) (2,044,294) (314,202)
Fair value gains on investment properties . . . . ... ... ... ... ... 62,523 42,960 — —
Other gains/(losses), net . . . . . ... . i (139,387)  (334,708) 40,049 6,155
Otherincome . . . ... . .. .. . 212,162 278,662 570,485 87,682
Other eXPensSes . . . . . v v v ittt e (82,439)  (195,880)  (396,633) (60,961)
Operating profit . . .. ... ... ... ... ... ... .. 7,636,283 8,600,567 16,598,147 2,551,088
Finance (COStS), €t . . . . . . . . . i e (1,325,206) (1,124,531) (898,674) (138,124)
Share of post-tax gains/(losses) of associates . . .. ... ........... (27,190) (3,375) 85,953 13,211
Share of post-tax gains/(losses) of joint ventures . . . . . ... ........ (87,400) 10,453 83,388 12,817
Profit before income tax . .. ... ... .. ... ... .. ... .. .... 6,196,487 7,483,114 15,868,814 2,438,992
Income tax eXpenses . . . . ... ... (3,894,950) (4,433,480) (9,088,536) (1,396,882)
Profit for the year . .. ... ... ... .. . .. ... ... .. 2,301,537 3,049,634 6,780,278 1,042,110
Attributable to:
Shareholders of the Company . . . ... ... ... .. ... .......... 1,390,343 2,283,640 6,025,244 926,063
Holders of perpetual capital securities . ... ... ... ............ 358,565 415,263 472,663 72,647
Non-controlling interests . . . . . . . . ... . 552,629 350,731 282,371 43,400

2,301,537 3,049,634 6,780,278 1,042,110

Dividends . . . ... ... ... 1,276,543 1,555,147 2,129,019 327,224

OTHER FINANCIAL DATA

EBITDA® . . ... 9,836,514 11,608,980 20,083,981 3,086,851
EBITDA Margin® . . . . ... 22.9% 24.9% 38.9% 38.9%
Notes:

(1)  In 2017, fair value gains on investment properties was included in other gains/(losses), net.

2) The calculation of earnings before interest, taxation, depreciation and amortization (EBITDA) excluded fair value
gains on investment properties. 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 income taxes, interests, depreciation and amortization, fair
value gains on investment properties, non-recurring other income/expense, and exchange gains/losses. In
evaluating EBITDA, we believe that investors should consider, among other things, the components of EBITDA
such as sales and operating expenses and the amount by which EBITDA exceeds capital expenditures and other
charges. We have included EBITDA because we believe it is a useful supplement to cash flow data as a measure
of our performance and our ability to generate cash flow from operations to cover debt service and taxes.
EBITDA presented herein may not be comparable to similarly titled measures presented by other companies.
Investors should not compare our EBITDA to EBITDA presented by other companies because not all companies
use the same definition. 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.

(3) EBITDA margin is calculated by dividing EBITDA by revenue.
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Selected Consolidated Balance Sheet Information

As of December 31,

2015 2016 2017 2017
RMB RMB RMB US$
(unaudited)

(in thousands, except percentages)

ASSETS
Non-current assets
Property, plant and equipment. . . . . ... ... ... .. L. 6,651,965 7,309,147 7,573,037 1,163,954
Land userights . . . . . ... ... . 1,940,762 2,029,966 2,073,655 318,715
Properties under development . . . .. ... . ... ... .. .. ... ... 6,798,703 9,510,651 17,826,344 2,739,859
Intangible assets . . . . . ... ... 54,400 55,357 155,278 23,866
Investment properties . . . . ... ... ... .. 6,369,011 6,326,943 5,886,604 904,754
Goodwill . . . . . e — — 1,303,095 200,282
Interest in assoCiates . . . . . . . v v i i i e e e e e e 3,375 114,461 567,221 87,180
Interest in joint ventures . . . . . ... .. ... ... 1,133,448 4,624,663 6,438,514 989,581
Available-for-sale financial assets . . . ... ... ............. 117,500 277,500 277,500 42,651
Derivative financial instruments . . .. ... ... ... .......... — 254,497 — —
Receivables from related parties . . .. ... ... ... .......... 3,554,716 4,383,129 6,547,559 1,006,341
Deferred income tax assets . . . . . . . . . ... 570,208 699,275 986,760 151,662
Prepayments for acquisition of equity interests . . ... .. ... .... — — 1,078,421 165,750
27,194,088 35,585,589 50,713,988 7,794,597
Current assets
Properties under development . . . . . ... ... ... ... ... ..., 44,523,607 36,706,691 46,990,187 7,222,260
Completed properties held forsale . . ... ..... ... ........ 16,888,695 13,976,133 9,915,913 1,524,048
Prepayments for acquisition of land use rights . . ... ... ...... 5,540,880 9,614,483 5,762,937 885,747
Trade and other receivables . . .. ... ... ... .. . . ... ...... 8,383,115 11,462,643 16,396,483 2,520,093
Prepaid income taxes . . . . . . . ... 1,645,454 1,760,871 2,253,557 346,365
Derivative financial instruments . . . .. .. .. .. ... .. ... .... — 307,870 — —
Financial assets at fair value through profit and loss . . . . ... .. .. — — 1,204,478 185,125
Restricted cash . . . . . . ... . .. . .. 5,729,642 9,878,734 11,078,175 1,702,684
Cash and cash equivalents . . .. ... ... .. ... ... ........ 7,407,450 12,431,884 19,041,948 2,926,694
90,118,843 96,139,309 112,643,678 17,313,016
Total assets . . . . . . . . .. ... 117,312,931 131,724,898 163,357,666 25,107,614
EQUITY
Capital and reserves attributable to the shareholders of the Company
Share capital and premium . . . .. ... ... L Lo 5,097,967 4,290,028 3,421,883 525,934
Shares held for Share Award Scheme . . ... ............... (156,588) (156,588) (156,588) (24,067)
Other reserves . . . . . . . i i i e 3,044,577 3,092,833 785,400 120,714
Retained earnings . . .. ... ... ... ... 26,322,308 28,083,330 32,284,542 4,962,043
34,308,264 35,309,603 36,335,237 5,584,624
Perpetual capital securities . . . ... ... ... ... ... .. L. 4,488,659 5,597,503 5,529,424 849,857
Non-controlling interests . . . . . .. ... ... ... .. .. ... 3,198,064 3,248,124 2,311,569 355,282
Total equity . ... ... ... ... 41,994,987 44,155,230 44,176,230 6,789,762
LIABILITIES
Non-current liabilities
BOrrowings . . ... ... 23,543,043 31,180,908 34,529,004 5,307,011
Deferred income tax liabilities . . ... ... .. ... ... ........ 1,243,798 1,137,167 1,174,595 180,532
Derivative financial instruments . . . . . ... ... ... ... ...... —_ —_ 4,403 677
24,786,841 32,318,075 35,708,002 5,488,219
Current liabilities
BOrrowings . . . ... 16,487,415 12,815,016 27,146,235 4,172,300
Trade and other payables . . . ... ... ... . ... ... ... 15,620,891 21,101,960 23,263,952 3,575,604
Advanced proceeds received from customers . .. ... ... ...... 7,110,576 10,617,432 19,460,971 2,991,096
Current income tax liabilities . . . ... ... ... ... ......... 11,312,221 10,717,185 13,361,431 2,053,614
Derivative financial instruments . . . .. ... ... ... ... ...... — — 240,845 37,017
50,531,103 55,251,593 83,473,434 12,829,632
Total liabilities . . ... ... ... ... ... ... .. ... 75,317,944 87,569,668 119,181,436 18,317,851
Total equity and liabilities . . . . ... ... ... ... ... .. ... ..... 117,312,931 131,724,898 163,357,666 25,107,614
Net current assets. . . . . . . . . . . . . ... 39,587,740 40,887,716 29,170,244 4,483,384
Total assets less current liabilities . . . . . ... ... ............. 66,781,828 76,473,305 79,884,232 12,277,982
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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 “Selected Consolidated Financial and
Other Data” and our consolidated financial statements including the notes thereto, included
elsewhere in this offering memorandum. All significant intra-group transactions, balances and
unrealized gains on intra-group transactions have been eliminated.

As from January 1, 2013, we adopted a new accounting policy in respect of investment in joint
ventures.

Our consolidated financial statements were prepared in accordance with HKFRS, which differ in
certain material respects from GAAP in other jurisdictions. In this section of the offering
memorandum, references to “2015,” “2016” and “2017” refer to our fiscal years ended
December 31, 2015, 2016 and 2017, respectively.

Overview

We are one of the leading property developers in China. We focus primarily on the development of
large-scale mixed-use property projects, with extensive presence in the businesses of property
management, hotel operations, property investment, environmental protection and construction. We
offer a wide range of real estate products, including low-density units (comprising stand-alone
houses, semi-detached houses and townhouses), duplexes and apartments, to satisfy a broad range of
customers of varying income levels with a majority of our products targeting end-users including
both first time home purchasers and upgraders. In addition to residential properties, we develop
commercial properties, including retail shops complementary to our residential properties, shopping
malls, office buildings and hotels. We also provide property management services. On February 9,
2018, A-Living, which provides property management services, was listed on the Hong Kong Stock
Exchange, constituting a spin-off from our Company.

Under our experienced management team, we have grown our business substantially since our
inception in 1992. For 2015, 2016 and 2017, we recorded sales revenue from property development
of RMB41,421.2 million, RMB44,751.8 million and RMB49,261.8 million (US$7,571.4 million),
respectively and the net profit attributable to our equity holders was approximately RMB1,390.3
million, RMB2,283.6 million and RMB6,025.2 million (US$926.1 million), respectively.

We categorize our business into five business segments: property development, property
management, hotel operations, property investment and others. We assess the performance of the
operating segments based on a measure of segment results. Fair value gains on embedded financial
derivatives and investment properties and net finance income/(costs) are not included in the result of
any operating segment. Since our adoption of a new accounting policy for investment in joint
ventures from January 1, 2013, the results of our joint ventures have been separately recorded in our
consolidated financial statements through the equity method of accounting.

Factors Affecting Our Performance

Our business, results of operations and financial condition are affected by a number of factors, many
of which are beyond our control. See “Risk Factors.” Such factors include the following:

Economic Growth of the PRC and the Property Market in the PRC

We believe that demand for our properties is driven in large part by the overall economic
development, rising wages and the standard of living in the PRC as well as Hong Kong and Macau
where some of the purchasers of our properties reside. According to CEIC Data Company Limited,
from 2002 to 2011, China’s GDP increased at a compound annual growth rate (“CAGR”) of
approximately 16.4%. The global economic slowdown and turmoil in the global financial markets
starting in the second half of 2008, however, have had a negative impact on the PRC economy,
which in turn affected the PRC property market and our financial performance. The PRC property
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market has shown signs of recovery in the second, third and fourth quarters of 2009 in large part due
to stimulus measures adopted by the PRC government. Since late 2009, the PRC government has
adjusted some policies in order to enhance the regulation of the property market, restrain property
purchases for investment or speculation purposes and keep property prices from rising too quickly in
certain regions and cities. In 2010 and 2011, the PRC government further adopted certain new
policies to cool down the real estate market. In 2012, the PRC 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. Since the
second half of 2014, the central and local governments have implemented measures to support the
demand of residential properties and to promote the sustainable development of the real estate
market. For instance, many local governments have issued measures to lift the restrictions on the
purchase of residential properties. In September 2014, the PBOC and CBRC jointly issued a circular
which provides that (1) the minimum mortgage loan interest rate for first time purchasers of
residential property is 70% of the benchmark lending interest rate; (2) where a household 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 properties; and (3) in cities that have
lifted restrictions on the purchase of residential properties by residents or those that have not
imposed such restrictions, when a household 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 March 2015, the PBOC, CBRC and MOHURD jointly issued a notice to
lower the minimum down payment to 40% for the household that owns a residential property and has
not paid off its existing mortgage loan applying for a new mortgage loan to purchase another
ordinary residential property to improve living conditions and allow the bank at its own discretion to
decide the down payment ratio and loan interest rate taking into consideration the solvency and
credit standing of the borrower. Furthermore, according to a notice jointly issued by SAT and MOF,
effective from March 31, 2015, a business tax is levied on the entire sales proceeds from resale of
properties if the holding period is shorter than two years, and if the holding period is more than two
years, business tax for transfer of ordinary residences will not be imposed, whereas for the transfer
of non-ordinary residences business tax shall be paid on the basis of price difference between the
transfer income and the purchase cost. On February 1, 2016, the PBOC and the CBRC issued a notice
that mandates a minimum down payment of 25% and permits local policies to decrease 5% from that,
and for a household that owns a residential property and has not paid off its existing mortgage loan,
the minimum down payment will be 30%. PRC regulatory measures in the real estate industry will
continue to impact our business and results of operations. Changes in market conditions historically
have had a significant impact on our results of operations. We believe our financial performance will
continue to be affected by such market volatility in the future.

Regulatory Environment

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. From the fourth quarter of 2009, the PRC government has adjusted measures and adopted
further restrictive policies to curtail the overheating of the real estate market. These policies include
abolishing certain preferential treatment in respect of business tax payable upon transfer of residential
properties, increasing the down payment for mortgage loans, imposing more stringent requirements on
the payment of land premiums, launching a property tax scheme, imposing restrictions on purchasing
residential properties in an expanding list of cities and increasing benchmark interest rates and the
bank reserve requirement ratio. 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. We have had to adapt our operations to these
austerity measures. We adopted various sales tactics to increase sales in different projects, such as
offering discounts in property prices. We also adjusted the construction schedules of our projects and
made the decision in December 2011 to temporarily suspend land purchase, until February 2012.
Furthermore, the governments of Beijing and Guangzhou have adopted additional restrictive policies to
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curb property price increases. 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. Many cities in the PRC have
already promulgated measures to restrict the number of residential properties a household 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. However, in order to support the demand of buyers of residential properties and promote
the sustainable development of China’s real estate market, the PRC government issued two notices in
September 2014 and in March 2015, which decreased the requirement of the minimum down payment
and the floor loan interest rate for a household to buy another residential property to improve its living
conditions, 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. Any such measures could have a material
adverse effect on our business, financial condition or results of operations. PRC regulatory measures in
the property industry will continue to impact our business and results of operations.

In addition, the PRC government may adopt additional or more stringent policies, regulations and
measures in the future with respect to China’s real estate industry. In the future, the PRC government
may also impose a nationwide real estate tax. Since we do not know when or whether such tax reforms
will take place or what their impact will be on our business operations and financial results, such as
generating additional costs for us, these policy changes may adversely affect our business, financial
condition or results of operations. See “— Ability to Acquire Land Use Rights” and “— PRC
Regulations on Financing” below and “Risk Factors — Risks Relating to Property Development in the
PRC — We are subject to regulations implemented by the PRC government, which may adopt further
measures intended to curtail the overheating of property market in China.”

Ability to Acquire Land Use Rights

The PRC government controls all new land supply in the PRC and regulates land sales in the
secondary market. As a result, the policies of the PRC government towards land supply affect our
ability and costs of acquiring land use rights. Most of the land used in our projects or property
developments during 2015, 2016 and 2017, whether completed, under development or held for future
development, was acquired after the promulgation in 2002 of the PRC Rules Regarding the Grant of
State-Owned Land Use Rights by Way of Tender, Auction and Listing-for-Sale by the Ministry of
Land and Resources (the “Land Acquisition Rules™).

The Land Acquisition Rules require that land use rights for the purposes of commercial use, tourism,
entertainment and commodity residential property development in the PRC may only be granted by
the government through competitive processes, including public or private tender, auction or
listing-for-sale (each a “Bidding Process”). See “Business — Land Acquisition” for a description of
the land acquisition procedures.” As a result of these new regulations, when we acquire land
through a Bidding Process, our cost of land use rights will comprise primarily the purchase price,
payable in one lump sum payment or in installments to the government or other transferors as
determined in the Bidding Process. Pursuant to the Land Acquisition Rules, the relevant government
authority is responsible for establishing a price floor for the Bidding Process on the basis of land
value appraisals and government industrial policies. When we acquire land use rights from
non-government grantees in secondary markets transactions, the purchase price is determined by
direct negotiation with such grantees.

As a result of these regulations and increased competition, our costs of acquiring new land use rights
have increased and are expected to continue to increase. We leverage our management’s extensive
experience and in-depth industry knowledge and believe that most of our land acquisitions were
well-timed and at relatively low prices. If we are unable to maintain our relatively low land cost base
and fail to pass the increased costs to our customers, our business, results of operations and financial
condition may be materially and adversely affected. See “Business — Land Acquisition.”
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Price Volatility of Construction Materials and Increasing Labor Cost

Our results of operations are affected by price volatility of construction materials such as steel and
cement. While many of the construction materials we use for our property development are procured
by our construction contractors, the contractor fees are generally adjustable on a quarterly basis in
light of fluctuations in market prices for construction materials. We are exposed to price volatility of
construction materials to the extent that we may not be able to pass the increased costs on to our
customers. See “Risk Factors — Risks Relating to Our Business — Our profit margin is sensitive to
fluctuations in the cost of construction materials.” Further, we typically pre-sell our properties prior
to their completion and we will not be able to pass the increased costs on to our customers if
construction costs increase subsequent to the pre-sale. 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.

PRC Regulations on Financing

PRC interest rate policies and regulations on financing may affect our ability to finance our property
development, as well as the cost of doing so. In addition, PRC interest rate policies and regulations
related to mortgage financing by purchasers may affect the demand for our products.

We finance our property development primarily through internal funds, borrowings and proceeds
from sales and pre-sales of properties. As of December 31, 2015, 2016, 2017, our outstanding
borrowings, were RMB40,030.5 million and RMB43,995.9 million, RMB61,675.2 million
(US$9,479.3 million), respectively. Any increase of benchmark lending rates published by the PBOC
may result in an increase in our interest costs, as most of our domestic bank borrowings bear floating
interest rates linked to the PBOC-published benchmark rates. We are also highly susceptible to any
regulations or measures adopted by the PRC government that may restrict bank lending to business
enterprises, particularly, to property developers. See “Risks Relating to Our Business — We may not
have adequate resources to fund land acquisitions or property developments, or to service our
financing obligations.”

Moreover, a substantial portion of our customers depends 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 increase the costs of mortgage financing may dampen
market demand for our properties and adversely affect our sales revenue.

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. Our
product mix varies from period to period due to a number of reasons, including government-
regulated plot ratios, project locations, land size and cost, market conditions and our development
planning. We adjust our product mix from time to time and our project launches according to our
development plans.

Timing of Property Development

The number of property developments that a developer can undertake during any particular period is
limited due to substantial capital requirements for land acquisitions and construction costs as well as
limited land supply. In addition, significant time is required for property developments, and it may
take many months or possibly years before pre-sales of certain property developments occur.
Moreover, while the pre-sale of a property generates positive cash flow for us in the period in which
it is made, we must place a portion of such proceeds in restricted bank accounts and may only use
such cash for specified purposes, and no sales revenue is recognized in respect of such property until
the relevant property is delivered to the purchaser. In addition, as market demand is not stable, sales
revenue in a particular period can also depend on our ability to gouge market demand and time our
property development and selling efforts accordingly. As a result, our results of operations have
fluctuated in the past and are likely to continue to fluctuate in the future.

70



Joint Venture Arrangements

Historically, we have developed our property projects principally through our wholly owned
subsidiaries. However, in recent years, we began to develop a number of projects through joint
venture arrangements with independent third parties, such as real estate funds. We have also
established joint ventures with other property developers to jointly develop certain property
developments. See “Business — Joint Ventures.” We believe that participation in joint ventures
allows us to engage with third parties who may have greater capital, better brand recognition, more
resources, desirable land, better expertise and access to specific markets than we do, and that such
strengths can be utilized for the benefit of our operations. Such joint venture arrangements may
include: sales of equity interests in our subsidiaries to financial investors; loans to potential joint
venture partners who are in the preliminary stages of development; contributions of our rights to
develop land and operating expertise in exchange for financing from the joint venture partner; and
acquire and develop land or property projects jointly with other property developers. These types of
joint venture arrangements have had and are likely to continue to have an impact on our business,
financial condition and results of operations.

Sales of equity interest enable us to realize gains in the value of our property projects while they are
still in their development stage and also to raise capital which we can use for other acquisitions and
property development. In addition, we may receive pro rata contributions from our joint venture
partners with respect to the development of the project. Partial disposals of our project companies
may have a significant impact on our income statements.

Our joint venture arrangements may result in cash outflows and expose us to the potential credit risk
of the joint venture partners. We may also suffer reputational damage or financial loss and be
involved in operational disputes as a result of the actions of our joint venture partners. See “Risk
Factors — Risks Relating to Our Business.”

Critical Accounting Policies

We prepare our consolidated financial statements under the historical cost convention in accordance
with HKFRS, as modified by the revaluation of derivative financial instruments at fair value through
profit or loss and investment properties, which are carried at fair value. HKFRS requires us to make
judgments, estimates and assumptions that affect (i) the reported amounts of our assets and liabilities
at the end of each fiscal year, and (ii) the reported amounts of income and expenses during each
fiscal year. We continually evaluate these estimates based on our past experience, knowledge and
assessment of our current business and other conditions, our expectations regarding the future based
on available information and our best assumptions, which together form our basis for making
judgments about matters that are not readily apparent from other sources. Since the use of estimates
is an integral component of the financial reporting process, our actual results could differ from those
estimates and expectations. Some of our accounting policies require a higher degree of judgment
than others in their application. We believe the following accounting policies involve the most
significant judgment and estimates used in the preparation of our consolidated financial statements.

Provisions for impairment of properties under development, completed properties held for sale and
long-term assets held for hotel operations

Provision is made when events or changes in circumstances indicate that the carrying amounts may
not be recoverable. For the purpose of assessing provision for impairment, properties under
development, completed properties held for sale and long-term assets held by hotel segment are
grouped at the lowest levels for which there are separately identifiable cash flows. The
recoverability of the carrying amounts of land use rights for property development, properties under
development and completed properties held for sale was assessed according to their recoverable
amount, taking into account for costs to completion based on past experience and net sales value
based on prevailing market conditions. The recoverable amounts of long-term assets held for hotel
operation have been determined based on value-in-use calculations, taking into account latest market
information and past experience. The assessment requires the use of judgment and estimates.

As of December 31, 2017, we recorded a provision for impairment of RMB349.1 million (US$53.7
million) for completed properties held for sale and a provision for impairment of RMB103.6 million
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(US$15.9 million) for properties under development and no other impairment was provided for long-
term assets held for hotel operation.

Land appreciation taxes

PRC land appreciation tax is levied at progressive rates ranging from 30% to 60% on the
appreciation of land value, being the proceeds of sales of properties less deductible expenditures
including land cost, borrowing costs and all property development expenditures.

The subsidiaries of the Group engaging in property development business in the PRC are subject to
land appreciation taxes, which have been included in the income tax expenses. However, the
implementation of these taxes varies amongst various PRC cities and the Group has not finalized its
land appreciation tax returns with various tax authorities for certain projects. Accordingly, judgment
is required in determining the amount of land appreciation and its related taxes payable. The Group
recognizes these liabilities based on management’s best estimates. Where the final tax outcome is
different from the amounts that were initially recorded, such differences will impact the income tax
expenses and provisions of land appreciation taxes in the period in which such determination is
made.

As of December 31, 2017, our LAT payable amounted to RMB9,826.6 million (US$1,510.3 million).
Current and deferred income tax

The Group is subject to corporate income taxes in the PRC. Judgment is required in determining the
amount of the provision for taxation and the timing of payment of the related taxations. There are
many transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the income tax and deferred tax
provisions 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.

As of December 31, 2017, the deferred income tax assets, deferred income tax liabilities and PRC
enterprise income tax payable amounted to RMB986.8 million, RMBI1,174.6 million and
RMB2,746.6 million (US$422.1 million), respectively.

Fair value of investment properties

The fair value of investment properties is determined by using valuation technique. Fair values of
completed commercial properties are generally derived using the income capitalization method. This
valuation method is based on the capitalization of the net income and reversionary income potential
by adopting appropriate capitalization rates, which are derived from analysis of sale transactions and
valuers’ interpretation of prevailing investor requirements or expectations. The prevailing market
rents adopted in the valuation have reference to valuers’ view of recent lettings, within the subject
properties and other comparable properties.

Fair values of car parks are evaluated by using direct comparison approach, which is adopted
assuming sale of each of these properties in its existing state with the benefit of vacant possession.
By making reference to sales transactions as available in the relevant market, comparable properties
in close proximity have been selected and adjustments have been made to account for the difference
in factors such as location and property size.

As of December 31, 2017, the fair value of the investment properties amounted to RMB5,886.6
million (US$904.8 million).

Recoverability of trade receivables

The management assesses the recoverability of trade receivables individually with reference to the
past repayment history as well as subsequent settlement status. Allowances are applied to these
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receivables where events or changes in circumstances indicate that the balances may not be
collectible and require the use of estimates. Where the expectation is different from the original
estimate, such difference will impact the carrying amount of trade receivable and the impairment
charge in the period in which such estimate has been changed.

As of December 31, 2017, approximately RMB7.4 million (US$1.1 million) trade receivables are
fully impaired.

Certain Income Statement Items
Sales

Our sales revenue consists principally of proceeds from sales of properties and provision of services,
after the elimination of our intra-group transactions. Our sales revenue comprises revenues generated
from the segments of property development, property management, hotel operations and property
investment.

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

Year ended December 31,
2015 2016 2017

RMB % RMB % RMB % US$
(unaudited)

(in thousands, except percentages)

Property development . .. ... ............. 41,421,174  96.3 44,751,782 95.9 49,261,750 95.5 7,571,392
Property management . . ................. 812,940 1.9 1,068,536 2.3 1,290,148 2.5 198,292
Hotel operations . . . ... ................. 673,735 1.6 669,983 1.4 683,939 1.3 105,119
Property investment . . ... ............... 96,463 2 188,564 0.4 166,502 0.3 25,591
Others . . .. .. . — — — — 204,720 0.4 31,465
0 | 43,004,312 100.0 46,678,865 100.0 51,607,059 100.0 7,931,860

Revenues from property development consist of proceeds from sales of our properties. Because we
derive substantially all of our total sales revenue from the property development segment, our results
of operations for a given period are dependent upon the GFA of properties we have available for sale
during that period, the market demand for those properties and the price we are able to obtain for
such properties. Conditions of the property markets in which we operate change from period to
period and are affected significantly by the general economic, political and regulatory environment
in the PRC as well as in the cities and regions where our property developments are located. See
“— Factors Affecting Our Performance.”

We recognize revenues from sales of properties based on the completion method. Revenue from the
sale of a property is recognized when the relevant property has been delivered to the purchaser. For
2015, 2016 and 2017, we recognized revenues for property development of RMB41,421.2 million,
RMB44,751.8 million and RMB49,261.8 million (US$7,571.4 million) in connection with the
delivery of an aggregate GFA of 4,793,255 sq.m., 5,081,041 sq.m. and 4,725,767 sq.m., respectively,
representing an average realized selling price per sq.m. (calculated by dividing the revenue from the
property developments by the aggregate GFA sold) of approximatel