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IMPORTANT NOTICE
THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE OUTSIDE THE UNITED STATES

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

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR A SOLICITATION OF
AN OFFER TO BUY ANY SECURITIES IN ANY JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES
REFERRED TO IN THE ATTACHED DOCUMENT HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “U.S. SECURITIES ACT”), OR UNDER ANY SECURITIES LAWS OF ANY
STATE OR OTHER JURISDICTION OF THE UNITED STATES, AND MAY NOT BE OFFERED, SOLD, RESOLD,
TRANSFERRED OR DELIVERED, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES EXCEPT PURSUANT TO
AN APPLICABLE EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE U.S. SECURITIES ACT AND IN COMPLIANCE WITH ANY APPLICABLE SECURITIES LAWS OF
ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION.

The attached document is not a prospectus for the purposes of the European Union’s Regulation (EU) 2017/1129.

The communication of the attached document and any other document or materials relating to the issue of the securities
described therein is not being made, and such documents and/or materials have not been approved, by an authorized person for the
purposes of section 21 of the United Kingdom’s Financial Services and Markets Act 2000, as amended. 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 document are only available to,
and any investment or investment activity to which the attached document relates will be engaged in only with, relevant persons.
Any person in the United Kingdom that is not a relevant person should not act or rely on the attached document or any of its
contents.

Prohibition of sales to EEA retail investors — The securities offered hereby are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail investor in the European
Economic Area (“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined
in point (11) of Article 4(1) of Directive 2014/65/EU, as amended (“MiFID II”); or (ii) a customer within the meaning of Directive
(EU) 2016/97, 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 offered hereby or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the securities offered hereby or otherwise making them available to any retail investor in the EEA
may be unlawful under the PRIIPs Regulation.

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

Confirmation and your representation: In order to be eligible to view the attached document or make an investment
decision with respect to the securities, investors must be outside the United States. By accepting the e-mail and accessing the
attached document, you shall be deemed to have represented to us that (1) you and any customers you represent are 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 the attached document by electronic transmission.

You are reminded that the attached document has been delivered to you on the basis that you are a person into whose
possession the attached document 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 the attached document 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. The
attached document 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 Guotai Junan Securities (Hong Kong)
Limited, Haitong International Securities Company Limited, CCB International Capital Limited, Sheng Yuan Securities Limited,
BOCOM International Securities Limited, AMC Wanhai Securities Limited, OCI Asset Management Company Limited, Central
China International Securities Co., Limited and Vision Capital International Holdings Limited (the “Initial Purchasers”), any
person who controls it or any director, officer, employee or agent of it or affiliate of any such person accepts any liability or
responsibility whatsoever in respect of any difference between the attached document distributed to you in electronic format and the
hard copy version available to you on request from the Initial Purchasers.

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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ZENSUN
ZENSUN ENTERPRISES LIMITED
EEEZARAE
(incorporated in Hong Kong with limited liability)

Unconditionally and irrevocably guaranteed by
ZENSUN GROUP LIMITED
FEEEERAAE
(incorporated in the British Virgin Islands with limited liability)

12.5% Senior Notes due 2024
Issue Price: 99.965 %

Our 12.5% Senior Notes due 2024 (the “Notes”) will bear interest at the rate of 12.5% per annum payable semi-annually in arrears on April 23 and October 23 of each year,
beginning April 23, 2022, except that the first payment of interest, to be made on April 23, 2022, will be in respect of the period from and including September 23, 2021 to but excluding
April 23, 2022. The Notes will mature on April 23, 2024.

The Notes are senior obligations of Zensun Enterprises Limited (formerly known as “ZH International Holdings Limited”, “the Issuer”), initially unconditionally and irrevocably
guaranteed by Zensun Group Limited (1E % 45 BR /A 7]) (the “Company™ or the “Parent Guarantor”), and jointly guaranteed by certain of the subsidiaries of the Parent Guarantor (the
“Subsidiary Guarantors”, together with the Parent Guarantor, the “Notes Guarantors”), other than (1) those organized under the laws of the PRC and (2) certain other subsidiaries specified
in the “Description of the Notes”. We refer to the guarantee by the Parent Guarantor as the Parent Guarantee and the guarantees by the Subsidiary Guarantors as Subsidiary Guarantees
(together with the Parent Guarantee, the “Notes Guarantees”). Under certain circumstances and subject to certain conditions, a Subsidiary Guarantee required to be provided by a
subsidiary of the Parent Guarantor may be replaced by a limited-recourse guarantee (the “JV Subsidiary Guarantees™). We refer to the subsidiaries providing a JV Subsidiary Guarantee
as JV Subsidiary Guarantors. The Issuer is an indirect 71.99%-owned subsidiary of the Parent Guarantor.

At any time and from time to time prior to April 23, 2024, the Issuer may redeem up to 35% of the aggregate principal amount of the Notes with the net cash proceeds of one or
more sales of common stock of the Company in an equity offering at a redemption price of 112.5% of the principal amount of the Notes, plus accrued and unpaid interest, if any, to (but
not including) the redemption date. In addition, the Issuer may at our option redeem the Notes, in whole but not in part, at any time prior to April 23, 2024 at a redemption price equal to
100% of the principal amount of the Notes plus a premium as set forth in this offering memorandum and accrued and unpaid interest if any, to (but not including) the redemption date.
Upon the occurrence of a Change of Control (as defined in the indenture governing the Notes (the “Indenture”)), the Issuer must make an offer to repurchase all Notes outstanding at a
purchase price equal to 101% of their principal amount, plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes are senior obligations of the Issuer and will rank pari passu with all other unsecured, unsubordinated Indebtedness of the Issuer (subject to any priority rights of such
unsecured, unsubordinated Indebtedness pursuant to applicable law). The Notes Guarantees are general obligations of the Notes Guarantors and will rank pari passu with all other
unsecured and unsubordinated Indebtedness of such Notes Guarantor (subject to any priority rights of such unsecured and unsubordinated Indebtedness pursuant to applicable law). See
“Risk Factors — Risks Relating to the Notes and the Notes Guarantees”.

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

Investing in the Notes involves risks. Furthermore, investors should be aware that the Notes are guaranteed by Subsidiary Guarantors which do not currently have
significant operations and certain Subsidiary Guarantees may in some cases be replaced by limited-recourse guarantees and that there are various other risks relating to the
Notes, the Company and its subsidiaries, their business and their jurisdictions of operations which investors should familiarise themselves with before making an investment in
the Notes. See the section entitled “Risk Factors” beginning on page 20.

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

The SEHK has not reviewed the contents of this offering memorandum other than to ensure that the prescribed form disclaimer and responsibility statement, and a
statement limiting the distribution of this offering memorandum to Professional Investors only, have been reproduced in this offering memorandum. Listing of the Notes on the
SEHK is not to be taken as an indication of the commercial merits or credit quality of the Notes of the Issuer, the Group, the Parent Guarantor, the Subsidiary Guarantors or
the JV Subsidiary Guarantors (if any) or quality of disclosure in this offering memorandum. Hong Kong Exchanges and Clearing Limited and the SEHK take no responsibility for
the contents of this offering memorandum, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this offering memorandum.

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

With reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises (12 ¢ Ji g 1 7 B i #fi 4 > S 9547 50
AT A5 2 55 e 1) A L A 01 4 0 o RO A M #E[2015)2044 %) (the “NDRC Notice™) promulgated by National Development and Reform Commission (the “NDRC”) of the PRC on September
14, 2015 which came into effect on the same day, we have registered the issuance of the Notes with the NDRC and obtained a certificate from the NDRC on February 4, 2021 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 ten PRC working days
after the issue date of the Notes.

It is expected that delivery of the Notes will be made on or about September 23, 2021 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, Joint Bookrunners and Joint Lead Managers

Guotai Junan Haitong CCB Sheng Yuan BOCOM
International International International Securities International

Joint Bookrunners and Joint Lead Managers

AMC Wanhai OCI Asset Central China Vision Capital
Securities Management International International

The date of this offering memorandum is September 16, 2021
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This offering memorandum does not constitute an offer to sell to, or a solicitation of an
offer to buy from, any person in any jurisdiction to whom it is unlawful to make the offer or
solicitation in such jurisdiction. Neither the delivery of this offering memorandum nor any
sale made hereunder shall, under any circumstances, create any implication that there has
been no change in our affairs since the date of this offering memorandum or that the
information contained in this offering memorandum is correct as of any time after that date.

This offering memorandum is not a prospectus for the purposes of the European Union’s
Regulation (EU) 2017/1129.

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



Prohibition of sales to EEA retail investors — The securities offered hereby are not
intended to be offered, sold or otherwise made available to and should not be offered, sold or
otherwise made available to any retail investor in the European Economic Area (“EEA”). For
these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as
defined in point (11) of Article 4(1) of Directive 2014/65/EU, as amended (“MiFID II’’); or (ii)
a customer within the meaning of Directive (EU) 2016/97, 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 offered hereby or
otherwise making them available to retail investors in the EEA has been prepared and
therefore offering or selling the securities offered hereby or otherwise making them available
to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

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

IN CONNECTION WITH THIS OFFERING, GUOTAI JUNAN SECURITIES (HONG
KONG) LIMITED, HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED,
CCB INTERNATIONAL CAPITAL LIMITED, SHENG YUAN SECURITIES LIMITED,
BOCOM INTERNATIONAL SECURITIES LIMITED, AMC WANHAI SECURITIES
LIMITED, OCI ASSET MANAGEMENT COMPANY LIMITED, CENTRAL CHINA
INTERNATIONAL SECURITIES CO., LIMITED AND VISION CAPITAL
INTERNATIONAL HOLDINGS LIMITED, THE INITIAL PURCHASERS, APPOINTED
AND ACTING IN THE CAPACITY AS STABILIZATION MANAGERS OR ANY PERSON
ACTING FOR IT (THE “STABILIZATION MANAGER”), 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. THESE ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR
THE ACCOUNT OF STABILIZATION MANAGER, AND NOT FOR US OR ON OUR
BEHALF.

We, having made all reasonable inquiries, confirm that: (i) this offering memorandum
contains all information with respect to us, our subsidiaries and affiliates referred to in this
offering memorandum and the Notes, the Parent Guarantee, the Subsidiary Guarantees and the JV
Subsidiary Guarantees (if any) that is material in the context of the issue and offering of the Notes;
(i) the statements contained in this offering memorandum relating to us and our subsidiaries and
our affiliates are in every material respect true and accurate and not misleading; (iii) the opinions
and intentions expressed in this offering memorandum with regard to us and our subsidiaries and
affiliates are honestly held, have been reached after considering all relevant circumstances and are
based on reasonable assumptions; (iv) there are no other facts in relation to us, our subsidiaries and
affiliates, the Notes, the Parent Guarantee, the Subsidiary Guarantees and the JV Subsidiary
Guarantees (if any), the omission of which would, in the context of the issue and offering of the
Notes, make this offering memorandum, as a whole, misleading in any material respect; and (v) we
have made all reasonable enquiries to ascertain such facts and to verify the accuracy of all such
information and statements. We accept responsibility accordingly.
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This offering memorandum is highly confidential. We are providing it solely for the purpose
of enabling you to consider a purchase of the Notes. You should read this offering memorandum
before making a decision whether to purchase the Notes. You must not use this offering
memorandum for any other purpose, or disclose any information in this offering memorandum to
any other person.

Notwithstanding anything to the contrary contained herein, a prospective investor (and each
employee, representative, or other agent of a prospective investor) may disclose to any and all
persons, without limitation of any kind, the tax treatment and tax structure of the transactions
described in this offering memorandum and all materials of any kind that are provided to the
prospective investor relating to such tax treatment and tax structure. This authorization of tax
disclosure is retroactively effective to the commencement of discussions with prospective
investors regarding the transactions contemplated herein.

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

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

No representation or warranty, express or implied, is made or given by the Initial Purchasers
or China Construction Bank (Asia) Corporation Limited (the “Trustee”, and as paying and transfer
agent, and registrar (the “Agents”)), or any person who controls any of them, or any of its directors,
officers, employees, representatives, agents, affiliates or advisers as to the accuracy, completeness
or sufficiency of the information set forth herein, and nothing contained in this offering
memorandum is, or should be relied upon as, a promise, representation or warranty, whether as to
the past or the future. The Initial Purchasers, the Trustee, the Agents and each person who controls
any of them and each of their respective directors, officers, employees, representatives, agents,
advisers and affiliates have not independently verified any of the information contained in this
offering memorandum or can give any assurance that this information is accurate, truthful or
complete. To the fullest extent permitted by law, the Initial Purchasers, the Trustee, the Agents and
each person who controls any of them do not accept any responsibility for the contents of this
offering memorandum or for any statement made or purported to be made by the Initial Purchasers,
the Trustee, the Agents and each person who controls any of them or on their behalf in connection
with the Issuer, the Parent Guarantor or the issue and offering of the Notes. The Initial Purchasers,
the Trustee, the Agents and each person who controls any of them accordingly disclaim 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.

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

— iii —



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

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

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

Notification under Section 309B(1)(c) of the SFA — the Issuer has determined, and hereby
notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes are
prescribed capital markets products (as defined in the Securities and Futures (Capital Markets
Products) Regulations 2018 of Singapore) and Excluded Investment Products (as defined in MAS
Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice
on Recommendations on Investment Products).
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

We have prepared this offering memorandum using a number of conventions, which you
should consider when reading the information contained herein. When we use the terms “we,” “us,”
“our,” the “Company,” the “Group”, the “Parent Guarantor” and words of similar import, we are
referring to Zensun Group Limited (iF ¥ % [ fR /A 7)) itself and its consolidated subsidiaries, as
the context requires.

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

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

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

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

The financial statements of the Issuer and the Company are prepared in accordance with Hong
Kong Financial Reporting Standards (the “HKFRS”) which differ in certain respects from
generally accepted accounting principles in the United States (“U.S. GAAP”) and certain other
jurisdictions. Unless the context otherwise requires, references to “2018”, “2019” and “2020” in
this offering memorandum are to our financial years ended December 31, 2018, 2019 and 2020,
respectively.

“2019 Notes” means the Issuer’s 12.8% Senior Notes due 2021 issued on October 3, 2019 and
December 19, 2019.

“2020 Notes” means the Issuer’s 12.5% Senior Notes due 2022 issued on March 13, 2020.

“ASP” means average selling price.



“Board of Directors” or “Board” means the board of Directors of the Company.
“BVI” means the British Virgin Islands.
“CBIRC” means China Banking and Insurance Regulatory Commission.

“EIT Law” means the Enterprise Income Tax Law of the PRC, which was promulgated on
March 16, 2007 and came into effect on January 1, 2008, as amended on February 24, 2017 and
December 29, 2018 respectively.

“GDP” means gross domestic product.

“Hong Kong Stock Exchange” or “SEHK” means The Stock Exchange of Hong Kong
Limited.

“MOFCOM” means The Ministry of Commerce, People’s Republic of China.
“NDRC” means the PRC National Development and Reform Commission.
“Nomination Committee” means the nomination committee of the Board.
“NPC” means the National People’s Congress (3 A RFRKE).

“PBOC” means the People’s Bank of China.

“REIT” means real estate investment trust.

“SAFE” means the PRC State Administration of Foreign Exchange (7 [ B %< M L )5 ),
the PRC government agency responsible for matters relating to foreign exchange administration.

“SAIC” means the State Administration of Industry and Commerce of the PRC (3 A [ 4t
0B B 55 P A7 B BEARR) ).

“September 2021 Notes” means the Issuer’s 12.5% Senior Notes due 2023 issued on
September 13, 2021.

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

“sq.m.” means square meter(s).

“Urban Redevelopment Schemes” means urban redevelopment schemes offered by the local
governments in the PRC as part of the central government’s plan to redevelop underdeveloped
urban areas, whereby local governments provide a statutory framework for the participation by real
estate developers through public-private partnership.

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

The English names of the PRC nationals, entities, departments, facilities, laws, regulations,
certificates, titles and the like are translations of their Chinese names and are included for
identification purposes only. In the event of any inconsistency, the Chinese name prevails.
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FORWARD-LOOKING STATEMENTS

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

° our business and operating strategies;

° our capital expenditure and property development plans;

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

° various business opportunities that we may pursue;

° the interpretation and implementation of the existing rules and regulations relating to
land appreciation tax and its future changes in enactment, interpretation or enforcement;

° the prospective financial information regarding our businesses;

° availability and costs of bank loans and other forms of financing;
° our dividend policy;

° projects under development or held for future development;

o the regulatory environment of our industry in general;

° the performance and future developments of the property market in China or any region
in China in which we may engage in property development;

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

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

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

° the performance of the obligations and undertakings of the third-party contractors under
various construction, building, interior decoration, material and equipment supply and
installation contracts;

o changes in currency exchange rates; and
o other factors beyond our control.

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

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

All of our assets and all of the assets of the Issuer are, and all of the assets of any future
Subsidiary Guarantors or JV Subsidiary Guarantors may be, located outside the United States. In
addition, all of our directors and officers and the directors and officers of the Issuer, and the
directors and officers of any future Subsidiary Guarantors or JV Subsidiary Guarantors may be,
nationals or residents of countries other than the United States (principally of the PRC), and all or
a substantial portion of such persons’ assets are or may be 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,
the Issuer, any of future Subsidiary Guarantors or Subsidiary Guarantors or JV Subsidiary
Guarantors or such directors and officers or to enforce against us or the Issuer or any of future
Subsidiary Guarantors or Subsidiary Guarantors or JV Subsidiary Guarantors or such directors and
officers judgments obtained in United States courts, including judgments predicated upon the civil
liability provisions of the securities laws of the United States or any state thereof.

We and the Issuer expect to appoint Cogency Global Inc. as our and their respective agent to
receive service of process with respect to any action brought against us or the Issuer 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 Issuer 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.

There is also uncertainty as to whether the courts of the British Virgin Islands would (i)
enforce judgments of United States courts obtained against us or our directors or officers
predicated upon the civil liability provisions of the federal securities laws of the United States or
any state or territory within the United States; or (ii) entertain original actions brought in the courts
of the British Virgin Islands against us or our directors and officers predicated upon the civil
liability provisions of the federal securities laws of the United States or any state or territory within
the United States.

We have been advised by our British Virgin Islands legal counsel, Ogier, that the courts of the
British Virgin Islands would recognize as a valid judgment, a final and conclusive judgment in
personam obtained in any U.S. federal or New York state court located in the borough of
Manhattan, City of New York against the Company under which a sum of money is payable (other
than a sum of money payable in respect of multiple damages, taxes or other charges of a like nature
or in respect of a fine or other penalty) 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.

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

(c) 1is contrary to public policy or natural justice;
(d) is based on foreign penal, revenue or other public law; or

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

We have also been advised by Commerce & Finance Law Offices, our PRC legal advisers, that
there is uncertainty as to whether the courts of China would (i) enforce judgments of U.S. courts
obtained against us, our directors or officers, the Issuer or its directors or officers, any Subsidiary
Guarantor or future JV Subsidiary Guarantor or their respective directors or officers predicated
upon the civil liability provisions of the U.S. federal or state securities laws or (ii) entertain
original actions brought in China against us, our directors or officers, the Issuer or its directors or
officers, any Subsidiary Guarantor or future JV Subsidiary Guarantor or their respective directors
or officers predicated upon the U.S. federal or state securities laws.
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GLOSSARY OF TECHNICAL TERMS

The following are definitions of certain terms appearing in this offering memorandum that are
commonly used in connection with our business. The terms and their meanings may not correspond
to standard industry meanings or usages of those terms.

commodity properties .. ........

construction land planning

permit . .

land grant confirmation letter

land grant contract . ...........

compound annual growth rate

a construction project planning inspection and clearance
certificate (EEa% TFEH #1550 & #%7) issued by local
urban zoning and planning bureaus or equivalent
authorities or equivalent certificate issued by relevant
authorities in China with respect to the completion of
property projects subsequent to their on-site examination
and inspection

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 (% & MR & FF AT
#%) issued by local urban zoning and planning bureaus or
equivalent authorities in China; a construction works
planning permit refers to a construction works planning
permit (& LFEHI#|FF 1 #) issued by local urban
zoning and planning bureaus or equivalent authorities in
China; a construction permit refers to a construction works
commencement permit (ZE%E THEHE T3l 3%) issued by
local construction committees or equivalent authorities in
China

gross floor area

a letter issued by the relevant PRC land and resources
bureau confirming that a property developer has been
selected as the winner of the tender, auction or
listing-for-sale process for the grant of the state-owned
land use rights of a parcel of land

an agreement between a property developer and a PRC land
authority, typically the local state owned land resources
bureaus, in respect of the grant of the state-owned land use
rights of a parcel of land to such property developer

a state-owned land use rights certificate (B4 1 Hbu{# F 7)
issued by a local real estate and land resources bureau with
respect to the land use rights

land appreciation tax

the low-density property that we develop includes
stand-alone houses, semi-detached houses and townhouses



pre-sale . ........... . ... ....

pre-sale permit . ..............

properties for sale . . . ..........

property ownership certificate . . . .

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 (73 & 75 T8 8 7 7] #5)
issued by local housing and building administrative
bureaus or equivalent authorities with respect to the
pre-sale of relevant properties

our completed properties held for sale and properties under
development for sale, collectively

a property ownership and land use rights certificate (7 b
ZE#E ) issued by a local real estate and land resources
bureau with respect to the land use rights and the
ownership rights of the buildings on the relevant land



SUMMARY

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

OVERVIEW

Founded in Zhengzhou in 1995, we have grown into a renowned multinational group with
integrated real estate businesses. Now with our footprint across Henan Province, Beijing,
Hubei, Shandong and Hainan Provinces, Hong Kong, as well as the United States, Singapore
and other countries and regions, we have been the largest residential property developer in
Zhengzhou in terms of both contracted sales and GFA sold from 2012 to 2018, according to
China Real Estate Association (45 i #H# &) (‘“CREA”) and China Real Estate
Appraisal (7[5 #hE HIFEH.0) (“CRA”), and have established a strong presence in Henan
Province. We ranked the 46th among “China Top 500 Real Estate Developers” (4 ] 5 i 7 500
# A ZE) in 2020, according to the Top 500 China Real Estate Developers Research Report
published by CREA and CRA in March 2020. As one of China’s focal points of economic
development, Henan Province is the third most populous province in China and has been
undergoing rapid urbanization and economic development. As the capital and largest city of
Henan Province and a major transportation hub for central China, Zhengzhou has experienced
substantial economic growth over the past few years, fostering a booming property
development market. To capitalize on the fast-paced economic development and rapid-growing
housing demand in this region, we have implemented a development strategy with strong focus
on Zhengzhou, including its urban areas and emerging development districts, complemented
by selected key cities in Henan Province. Leveraging our strong focus on and leading position
in Zhengzhou, we have been and are well positioned to continue to benefit from the growth
potential in the real estate market.

We have a proven track record in developing quality residential properties in Zhengzhou.
We are the largest residential property developer in Zhengzhou in terms of both GFA sold and
contracted sales from 2012 to 2018, according to CREA and CRA. Our market-leading
position, brand value, and growth potential have earned us the accolades of “2020 Top 50
China Real Estate Development Enterprises” (#' [ 7 #b 2 5 #% /> 265094 ), <2020 Top 50 China
Real Estate Developers”, “2019 Top 50 China Real Estate Development Enterprises” (*F [ 5
M 7E B #5250 ), “2019 Top 50 China Real Estate Developers”, “2018 Top 50 China Real
Estate Development Enterprises” ("2 75 Hi 2 B %% 24505 ) and “2018 Top 50 China Real
Estate Developers” in terms of brand value. Specifically, we were ranked the sixth of “2020
Top 10 China Real Estate Developers” in terms of efficiency, jointly selected by CREA and
CRA. We further received the honor of “2018 Top 100 Private Enterprises in Henan Province”
(20187 7 %% 1241007 ) by Henan Province Association of Industry and Commerce (Y1 F§ & A
T8 5 &) and a “China Well-known Trademark™ (7[5l 4% FtE) certificate by the
Trademark Office of SAIC (B % L /4T B HL 45 P2 J5)) in 2018.

We focus on developing a range of residential properties that cater to the various demands
and preferences of middle to upper-middle class customers in Zhengzhou and selected cities
with solid industrial base and high growth potential, including Xinyang, Luoyang, Xinxiang,
Xuchang, Nanyang, Shangqiu and Zhoukou of Henan Province, Wenchang of Hainan Province,
Wuhan of Hubei Province, Qingdao of Shandong Province and Beijing. Based on our in-depth
knowledge of local markets, we design and offer standardized series of residential properties
with distinctive market positioning that appeal to the evolving needs of the middle and
upper-middle class customers as their disposable income increases. Our property development
processes, starting from land selection and acquisition to project planning and design, are
centered on the preferences and needs of such target customers. We only pursue land
opportunities that complement our standard product portfolio and are suitable for developing




residential properties that meet the needs of our target customers. As a result of our distinctive
market positioning for a variety of segments among our target customers, we have maintained
standardized residential property portfolios of the “Shangjing” (“ :3%”) series and “Quality
Home” (“Eﬁ'qg%”) series, each featuring its respective standardized designs, ambience,
apartment layout, as well as plot, greening and parking ratios. In particular, the “Quality
Home” series is subdivided into three sub-series, “Scholar Mansion” (“HEJff”), “Orchids

Mansion” (“BE”) and “Golden Mile House” (“{Ht ™).

We adopt a disciplined approach to project selection by only acquiring land parcels that
can be effectively managed by our available resources, fit into our investment budget and have
the potential to meet our target project return criteria. We selectively participate in Urban
Redevelopment Schemes, which we believe enables us to gain more insights into the land
parcels and increases our chances to obtain land parcels situated in the urban areas of
Zhengzhou, Luoyang and Xinxiang of Henan Province with significant appreciation potential
in a cost-efficient manner. As of December 31, 2020, we had acquired land parcels or entered
into land grant contracts with an aggregate site area of approximately 5.6 million sq.m. in
Zhengzhou, Luoyang and Xinxiang of Henan Province for which we had participated in Urban
Redevelopment Schemes.

We outsource the construction work to qualified general construction contractors. In
2018, 2019 and 2020, Henan Zensun Corporate Development Group Co., Ltd (77 {4 1F i 1> 3£ %%
JEH R EAL/A F]) was our largest general contractor and was granted a fair amount of the
construction work we had incurred. In 2018, 2019 and 2020, our total purchases from Henan
Zensun Corporate Development Group Co., Ltd in respect of its construction services
amounted to approximately RMB2,699.9 million, RMB4,242.3 million and RMB3,019.7
million (US$462.8 million), representing approximately 18.7%, 32.2% and 23.2% of our total
construction costs in 2018, 2019 and 2020, respectively.

Our strategic focus on Zhengzhou has enabled us to secure or obtain land at suitable
locations in the region, which provides a solid foundation for our future development. As of
December 31, 2020, we had acquired land parcels with an aggregate site areas of
approximately 4.9 million sq.m. in Zhengzhou, comprising 77 property development projects
with an aggregate GFA of approximately 12.2 million sq.m. We believe that we have sufficient
land reserve in Zhengzhou to meet our development needs and sustain our business growth in
the region.

In addition to real estate development, we also engage in a great variety of businesses in
relation to the real estate industry, including but not limited to construction, property
investment, real estate investment trusts, healthcare real estate and pension real estate. We
believe that the diversification of our real estate businesses has provided us with a competitive
edge in the real estate industry both at home and abroad.

Our Strengths

We believe the following strengths have contributed to the success of our business
operations and leading position in the real estate industry:

° Leading position in and strategic focus on the residential property development
industry in Zhengzhou;

° Diversified and high-quality property portfolio with continuously enhancing
features aimed to satisfy market demands of various customer groups;

° Steady expansion of business with prudent project selection strategy and financial
discipline;

° Standardized and scalable development process aiming at optimizing operating
efficiency and maximizing economic returns; and

° Experienced management team, effective management system and
performance-driven corporate culture.




Our Strategies

We aim to continue to grow as a leading property developer with a strong presence in
Henan and expand into other rapidly developing cities outside Henan. We have developed the
following business strategies to pursue our growth objectives:

° Continue to strengthen our leading position in Zhengzhou and Henan Province;

° Replicate our successful business model in other rapidly developing cities;

° Further enhance our brand competitiveness and customer loyalty;

° Ensure ample liquidity and diverse financing channels; and

° Continue to attract, retain and motivate skilled and talented employees.
General Information

The Issuer, Zensun Enterprises Limited (1E% B A /A A]) (formerly known as “ZH
International Holdings Limited”), is an indirect 71.99% owned subsidiary of the Company
incorporated in Hong Kong with limited liability. The registered office and the principal place
of business of the Issuer is located at 24th Floor, Wyndham Place, 40-44 Wyndham Street,
Central, Hong Kong.

The Parent Guarantor, Zensun Group Limited (1F /5 £ [#] 4 FR /2 7)), was incorporated in
the British Virgin Islands on July 16, 2018 as a company with limited liability. Our registered
office is located at Vistra Corporate Services Centre, Wickhams Cay II, Road Town, Tortola,
VG1110, British Virgin Islands. Our principal place of business is located at No.1 Gangwan
Road, Zhengzhou City, Henan Province, PRC.

RECENT DEVELOPMENTS
Issuance of the September 2021 Notes and repurchase of the 2019 Notes

On September 13, 2021, the Issuer conducted an exchange offer of its 2019 Notes. On the
same date, the Issuer issued 12.5% Senior Notes due 2023 in an aggregate principal amount of
US$200,000,000, which comprised US$57,580,000 of the new money issuance and
US$142,420,000 of notes pursuant to the exchange offer. The 2019 Notes tendered for
exchange and purchase pursuant to the exchange offer have been cancelled. As of the date of
this Offering Memorandum, US$196,580,000 in aggregate principal amount of the 2019 Notes
remains outstanding. See “Description of Other Material Indebtedness — September 2021
Notes” for more details.

The Coronavirus Epidemic Outbreak

Towards the end of 2019, public health officials of the PRC informed the World Health
Organization, or WHO, that a highly infectious novel coronavirus was detected. WHO later
named the novel coronavirus as COVID-19. In March 2020, the WHO characterized the
outbreak of COVID-19 a pandemic. The COVID-19 pandemic has adversely impacted the
livelihood of the general population and economies worldwide.

The PRC central and local governments have taken various measures to manage cases and
reduce potential spread and impact of infection, and further introduced various policies to
boost the economy and stimulate the local property markets. The PRC real estate market is
under pressure in the short term as the COVID-19 pandemic has curbed demand and pre-sales.
However, the pandemic is far from over, especially with the emergence of new variants such as
the Delta variant. Different countries continue to suffer the impact of renewed lockdowns and
other restrictive measures imposed by their governments in light of further waves of infections.
Given the uncertainties as to the development of the outbreak, it is difficult to predict how long
these conditions will persist and to what extent we may be affected. See “Risk Factors — Risks
Relating to Conducting Business in the PRC — Natural disasters, acts of war, occurrence of
epidemics, and other disasters could affect our business and the national and regional
economies in the PRC.”




New Land Parcels

Subsequent to December 31, 2020, the Issuer acquired certain parcels of land as set forth
in the table below:

Interests

Attributable to the Number of Land Attributable Land
Location Issuer Parcels Site Area Cost Type
(%) (sq.m.) (RMB in million)
Dengzhou, Henan. . 51 1 41,127.0 97.5 residential
Yuanyang, Henan . . 100 1 51,292.7 100.0  residential and commercial
Huaiyang, Henan . . 100 1 42,841.0 156.7  residential and commercial
Dengfeng, Henan . . 100 1 12,185.0 46.8  residential and underground
transport service station
site usage
Shangcheng, 100 1 45,755.7 164.7  residential and commercial
Henan. ... ...
Huaibin, Henan . . . 90 1 12,122.4 29.0 residential and commercial
Luoyang, Henan . . 100 1 70,094.5 673.9 residential, commercial,
underground car parking
spaces and civil air
defense facility usage
Shangqiu, Henan . . 100 1 45,563.9 239.2  residential
Luohe, Henan . . . . 100 1 47,604.5 203.9 residential and commercial
Luoshan, Henan. . . 100 1 33,819.4 149.5  residential and commercial
Yucheng, Henan . . 100 1 51,410.1 111.8  residential and commercial
Zhengzhou, Henan . 100 1 51,984.7 389.9  residential
Total ........ 505,800.9 2,362.9

Unaudited Financial Information for the Six Months ended June 30, 2021

See “Recent Development” section for the unaudited consolidated financial information
of the Issuer for the six months ended June 30, 2021 which are extracted from the
announcement of interim results for the six months ended June 30, 2021 filed with the Hong
Kong Stock Exchange on August 26, 2021 and the unaudited consolidated financial
information of the Company for the six months ended June 30, 2021.




THE OFFERING

The following summary contains some basic information about the Notes and is qualified
in its entirety by the remainder of this Offering Memorandum. Some of the terms described
below are subject to important limitations and exceptions. For a complete description of the
terms of the Notes, see “Description of the Notes” in this Offering Memorandum. Words and
expressions defined in “Description of the Notes” shall have the same meanings in this
summary.

Issuer . .................. Zensun Enterprises Limited (IEF E XA RAF) (the
“Issuer”)

Parent Guarantor . .......... Zensun Group Limited (IF P54 [ A FR A Al

Subsidiary Guarantors . ...... Certain subsidiaries of the Parent Guarantor outside the
PRC.

Notes Offered . ............ US$160,000,000 aggregate principal amount of 12.5%

Senior Notes due 2024(the “Notes”).

Offering Price . .. .......... 99.965% of the principal amount of the Notes.

Issue Date of the Notes. . ... .. September 23, 2021.

Maturity Date . ............ April 23, 2024.

Interest . . ................ The Notes will bear interest at the rate of 12.5% per annum,

payable semi-annually in arrears on April 23 and October
23 in each year, commencing April 23, 2022, except that
the first payment of interest, to be made on April 23, 2022,
will be in respect of the period from and including
September 23, 2021 to but excluding April 23, 2022.

Ranking of the Notes ... ... .. The Notes are:
e general obligations of the Issuer;

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

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

e guaranteed by the Guarantors on a senior basis, subject
to the limitations described below under the caption
“The Guarantees,” “Replacement of Subsidiary
Guarantees with JV Subsidiary Guarantees” and in
“Risk Factors — Risks Relating to the Notes and the
Guarantees”;




Parent Guarantee . ..........

Ranking of Parent Guarantee

e effectively subordinated to the secured obligations (if
any) of the Issuer and the Guarantors, to the extent of
the value of the assets serving as security therefor; and

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

The Parent Guarantor will 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 Parent Guarantor will (1) agree that its obligations
under the Parent Guarantee will be enforceable irrespective
of any invalidity, irregularity or unenforceability of the
Notes or the Indenture (other than in respect of the Parent
Guarantee) and (2) waive its right to require the Trustee to
pursue or exhaust its legal or equitable remedies against the
Issuer prior to exercising its rights under the Parent
Guarantee.

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

The Parent Guarantor is a holding company that does not
have significant operations of its own. See “Risk Factors —
Risks relating to the Notes and the Notes Guarantees —
The Parent Guarantor is a holding company with no
material operations and relies on its operating subsidiaries
to provide it with funds necessary to meet its financial
obligations and to pay dividends.

The Parent Guarantee:
. is a general obligation of the Parent Guarantor;

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

. is senior in right of payment to any existing and future
obligations of the Parent Guarantor expressly
subordinated in right of payment to the Parent
Guarantee;

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

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




Subsidiary Guarantees and JV

Subsidiary Guarantees

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

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

The initial Subsidiary Guarantors that will execute the
Indenture on the Original Issue Date will be Zensun
International Holdings Company Limited, HQ Neptune
Investments Limited, Honor Challenge Investment
Limited, Vigor Capital Holdings Limited, Ever Diamond
Global Company Limited, Champ Win Enterprise Limited
and Total Star Development Limited. Other than the initial
Subsidiary Guarantors, none of the Initial Other
Non-Guarantor Subsidiaries will provide a Subsidiary
Guarantee or JV Subsidiary Guarantee on the Original
Issue Date. These Subsidiary Guarantors are holding
companies that do not have significant operations.

See “Risk Factors — Risks relating to the Notes and Notes
Guarantees — Our initial Subsidiary Guarantors do not
currently have significant operations and certain
Subsidiary Guarantees may in some cases be replaced by
limited-recourse guarantees.

The Parent Guarantor will cause each of its future
Restricted Subsidiaries (other than any Subsidiaries
organized under the laws of the PRC, any state of the
United States, or Singapore or any Exempted Subsidiaries
or Listed Subsidiaries), promptly (and in any event within
30 days) upon becoming a Restricted Subsidiary, to
execute and deliver to the Trustee a supplemental indenture
to the Indenture pursuant to which such Restricted
Subsidiary will guarantee the payment of the Notes as a
Subsidiary Guarantor or a JV Subsidiary Guarantor.
Notwithstanding the foregoing, the Parent Guarantor may
elect to have any existing and future Restricted Subsidiary
(and its Restricted Subsidiaries) organized outside the
PRC, any state of the United States, and Singapore (that is
not an Exempted Subsidiary) not provide a Subsidiary
Guarantee or JV Subsidiary Guarantee (each a “New
Non-Guarantor Subsidiary,” together with the Initial Other
Non-Guarantor Subsidiaries, the “Other Non-Guarantor
Subsidiaries”), provided that, after giving effect to the
consolidated assets of such Restricted Subsidiary, the
Consolidated Assets of all Restricted Subsidiaries
organized outside the PRC, any state of the United States,
and Singapore that are not Guarantors (other than the
Exempted Subsidiaries and the Issuer) do not account for
more than 15% of the Total Assets of the Parent Guarantor.




Ranking of Subsidiary

Guarantees

Ranking of JV Subsidiary

Guarantees

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 all other unsecured and
unsubordinated Indebtedness of such Subsidiary
Guarantors (subject to any priority rights of such
unsubordinated Indebtedness pursuant to applicable
laws); and

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

If any is provided, the JV Subsidiary Guarantee of each JV
Subsidiary Guarantor:

will be a general obligation of such JV Subsidiary
Guarantor;

will be enforceable only up to the JV Entitlement
Amount;

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

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

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

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




Use of Proceeds . .......... The Issuer intends to use the net proceeds to refinance the
existing medium to long term offshore indebtedness, which
will become due within one year.

Optional Redemption . .. ... .. At any time and from time to time prior to April 23, 2024,
the Issuer may at its option redeem the Notes, in whole but
not in part, at a redemption price equal to 100% of the
principal amount of the Notes plus the Applicable Premium
as of, and accrued and unpaid interest, if any, to (but not
including) the redemption date. Neither the Trustee nor the
Paying Agent is responsible for calculating or verifying the
Applicable Premium.

At any time and from time to time prior to April 23, 2024,
the Issuer 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 Parent Guarantor in an
Equity Offering at a redemption price of 112.5% of the
principal amount of the Notes redeemed, plus accrued and
unpaid interest, if any, to (but not including) the
redemption date; provided that at least 65% of the
aggregate principal amount of the Notes originally issued
on the Original Issue Date remains outstanding after each
such redemption and any such redemption takes place
within 60 days after the closing of the related Equity

Offering.
Repurchase of Notes Upon a Not later than 30 days following a Change of Control, the
Change of Control ........ Issuer or the Parent Guarantor 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.

Redemption for Taxation Subject to certain exceptions and as more fully described
Reasons . ............... herein, the Notes may be redeemed, at the option of the
Issuer or a Surviving Person, as a whole but not in part,
upon giving not less than 30 days’ nor more than 60 days’
notice to the Holders (which notice shall be irrevocable)
and the Trustee, at a redemption price equal to 100% of the
principal amount thereof, together with accrued and unpaid
interest (including any Additional Amounts), if any, to (but
not including) the date fixed by the Issuer or a Surviving
Person, as the case may be, for redemption if the Issuer or a
Guarantor or a Surviving Person would be required to pay
Additional Amounts as a result of specified tax laws. See
“Description of the Notes — Redemption for Taxation
Reasons.”




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

. incur or guarantee additional indebtedness and issue
disqualified or preferred stock;

. make investments or other specific restricted
payments;
o issue or sell capital stock of Restricted Subsidiaries;

o guarantee indebtedness of Restricted Subsidiaries;

o sell assets;

o create liens;
o enter into sale and leaseback transactions;
. engage in any business other than permitted business;

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

o enter into transactions with shareholders or affiliates;
and

. effect a consolidation or merger.

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

Transfer Restrictions . ....... 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 certain restrictions on resale and transfer. See
“Transfer Restrictions.”

Form, Denomination and The Notes will be issued only in fully registered form,
Registration . .. .......... without coupons, in denominations of US$200,000 and
integral multiples of US$1,000 in excess thereof and will
be initially represented by one or more global note in
registered form without interest coupons attached and
deposited with a common depository and registered in the
nominee of the common depository for the accounts of
Euroclear and Clearstream.
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Book-Entry Only . .......... The Notes will be issued in book entry form through the
facilities of Euroclear and Clearstream for the accounts of
its participants. For a description of certain factors relating
to clearance and settlement, see “Description of the Notes
— Book-Entry, Delivery and Form.”

Delivery of the Notes . . . ... .. The Issuer expects to make delivery of the Notes on or
about September 23, 2021 which the Issuer expects to be
the fourth business day following the date of this offering
memorandum, referred to as “T + 4.” You should note that
initial trading of the Notes may be affected by the “T + 4”
settlement. See “Plan of Distribution”.

Trustee .. ................ China Construction Bank (Asia) Corporation Limited

(P RS ERAT (S ) By A R =)

Principal Paying Agent, China Construction Bank (Asia) Corporation Limited
Registrar and Transfer Agent ("B & &84T (529 B A BRA w))

Listing .................. Application will be made to the SEHK for the listing of,
and permission to deal in, the Notes by way of debt issues
to Professional Investors only as described in this offering
memorandum.

Ratings . ................. We have been assigned a long-term corporate credit rating
of B2 with a stable outlook by Moody’s. The Notes are
expected to be rated B3 by Moody’s. A security rating is
not a recommendation to buy, sell or hold securities and
may be subject to suspension, reduction or withdrawal at
any time by the assigning rating agency.

Security Codes ISIN Common Code
XS2385313064 238531306
Governing Law .. .......... The Notes, the Guarantees and the Indenture will be

governed by and 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”.
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables present summary financial and other data of the Company and the
Issuer.

The summary consolidated financial data of the Company (except for EBITDA data) has
been derived from the Company’s audited consolidated financial statements as of and for the
years ended December 31, 2018, 2019 and 2020, as audited by Ernst & Young, our independent
certified public accountants.

The summary consolidated financial data of the Issuer (except for EBITDA data) has been
derived from the Issuer’s audited consolidated financial statements as of and for the years
ended December 31, 2018, 2019 and 2020, as audited by Ernst & Young, the Issuer’s
independent certified public accountants.

The financial statements of the Company and the Issuer have been prepared and presented
in accordance with HKFRS, which differ in certain respects from U.S. GAAP and generally
accepted accounting principles in other jurisdictions.

The consolidated financial statements and the condensed financial information of the
Company and the Issuer and the notes to those statements and information included elsewhere
in this offering memorandum. Historical results are not necessarily indicative of results that
may be achieved in any future period.
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SUMMARY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND
OTHER FINANCIAL DATA OF THE COMPANY

For the year ended December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

REVENUE .................. 19,415,987 26,560,404 15,063,150 2,308,529
Costofsales . ................. (14,152,491) (18,192,812) (11,290,580) (1,730,357)
GROSS PROFIT .............. 5,263,496 8,367,592 3,772,570 578,172
Otherincome . ................ 35,616 55,339 99,234 15,208
Other gains and losses . .......... 22,581 74,451 (81,323) (12,463)
Sales and marketing expenses . . . . . .. (289,329) (280,402) (273,222) (41,873)
Administrative expenses . . ........ (440,238) (457,736) (426,681) (65,392)
Finance costs . ................ (483,741) (418,195) (316,275) (48,471)
PROFIT BEFORETAX . ... ... ... 4,108,385 7,341,049 2,774,303 425,181
Income tax expense . ............ (1,724,923) (3,181,602) (1,000,755) (153,372)
PROFIT FOR THE YEAR ... ... .. 2,383,462 4,159,447 1,773,548 271,808
Attributable to:
Owners of the parent . ........... 2,382,824 3,861,748 1,559,039 238,933
Non-controlling interests . . .. ...... 638 297,699 214,509 32,875

2,383,462 4,159,447 1,773,548 271,808
Other financial data (unaudited)
EBITDAY" .. ... . ... ... ....... 6,089,783 9,798,392 4,135,975 633,866
EBITDA margin® .. ............ 31.4% 36.9% 27.5% 27.5%

Notes:

(1)  EBITDA for any period primarily consists of profit before tax plus net finance cost, finance costs recognized in
cost of sales, depreciation and amortization, and non-recurring gain or loss. EBITDA is not a standard measure
under HKFRS. EBITDA is a widely used financial indicator of a company’s ability to service and incur debt.
EBITDA should not be considered in isolation or construed as an alternative to cash flows, net income or any
other measure of financial performance or as an indicator of our operating performance, liquidity, profitability
or cash flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that
investors should consider, among other things, the components of EBITDA such as sales and operating expenses
and the amount by which EBITDA exceeds capital expenditures and other charges. We have included EBITDA
because we believe it is a useful supplement to cash flow data as a measure of our performance and our ability
to generate cash flow from operations to cover debt service and taxes. EBITDA presented herein may not be
comparable to similarly titled measures presented by other companies. Investors should not compare our
EBITDA to EBITDA presented by other companies because not all companies use the same definition. Investors
should also note that EBITDA as presented herein may be calculated differently from Consolidated EBITDA as
defined and used in the Indenture. See the section entitled “Description of the Notes — Definitions” for a
description of the manner in which Consolidated EBITDA is defined for purposes of the Indenture.

(2)  EBITDA margin is calculated by dividing EBITDA by revenue.
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SUMMARY CONSOLIDATED STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

Non-current Assets
Property, plant and equipment . .. ...
Investment properties .. ..........
Intangible assets .. .............
Right-of-use assets'” . ... ........
Investment in a joint venture . ......
Investment in an associate . ........
Equity investments designated at fair
value through other comprehensive
income . ...................
Deposits and prepayments paid for land
acquisitions . .. ....... ... ...
Pledged deposits ... ............
Deferred tax assets . . .. ..........

Current Assets

Inventories .. .................

Completed properties held for sale

Properties under development . . . . . ..

Deposits, prepayments paid for land
acquisition . ................

Amount due form related companies . .

Accounts receivable, other receivables
and other assets . .............

Financial assets at fair value through
profitorloss . ...............

Prepaid income tax and tax recoverable

Pledged deposits . .. ............
Restricted bank balance . .........
Cash and cash equivalents . ........

Investment properties classified as held
forsale ............ ... .....

Current Liabilities

Accounts payables, deposits received
and accruals . . ...............

Contract liabilities . .. ...........
Amounts due to related companies

Lease liabilities®. . ... ..........
Bank and other borrowings ... ... ..
Tax payable . .................

As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

33,034 119,693 142,701 21,870
717,043 727,031 624,941 95,776
6,073 4,472 2,897 444
- 5,246 - -
296,370 296,370 295,703 45,318
23,489 18,179 14,772 2,264
32,000 62,000 185,747 28,467
266,297 351,018 - -
33,915 22,525 27,935 4,281
291,749 659,218 850,947 130,413
1,699,970 2,265,752 2,145,643 328,834
217 - - -
7,547,378 10,673,330 11,905,797 1,824,643
46,447,603 48,702,175 56,993,523 8,734,640
6,019,567 2,616,028 3,158,948 484,130
628,602 156,415 715,744 109,693
9,276,441 9,901,745 8,079,280 1,238,204
335,325 486,479 550,434 84,358
2,456,528 1,777,290 2,093,684 320,871
2,056,651 3,152,091 1,769,777 271,230
1,053,346 1,221,422 823,330 126,181
1,653,777 6,112,303 3,488,063 534,569
5,582 - - -
77,481,017 84,799,278 89,578,580 13,728,518
8,288,660 11,462,409 16,118,724 2,470,303
37,631,077 32,597,844 36,378,551 5,575,257
3,685,311 4,430,648 3,023,047 463,302
- 1,871 - -
8,953,906 9,791,674 7,802,238 1,195,745
604,105 1,581,606 1,285,803 197,058
59,163,059 59,866,052 64,608,363 9,901,665
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As of December 31,

2018 2019 2020

(RMB) (RMB) (RMB) (US$)

(in thousands)
(unaudited)

Net Current Assets . .. .......... 18,317,958 24,933,226 24,970,217 3,826,853
Total Assets less Current Liabilities . . . 20,017,928 27,198,978 27,115,860 4,155,687
Non-Current Liabilities
Rental deposits received .. ........ 7,128 7,010 4,866 746
Lease liabilities®. . . .. .......... - 3,695 - -
Bank and other borrowings . ....... 9,800,893 12,690,358 9,533,563 1,461,082
Deferred tax liabilities . .......... 18,403 114,077 95,276 14,602

9,826,424 12,815,140 9,633,705 1,476,430
NETASSETS . . ............... 10,191,504 14,383,838 17,482,155 2,679,257
Equity attributable to:
Owners of the parent .. .......... 9,680,749 13,576,210 15,472,120 2,371,206
Non-controlling interests . . .. ...... 510,755 807,628 2,010,035 308,051
TOTAL EQUITY .............. 10,191,504 14,383,838 17,482,155 2,679,257
Notes:
(1)  On January 1, 2019, the Company adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Company

(2)

previously classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the
Company applies a single approach to recognise and measure right-of-use assets and lease liabilities for all
leases, except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying asset). Right-of-use assets are recognised at the
commencement date of the lease. Right-of-use assets are measured at cost, less any accumulated depreciation
and any impairment losses, and adjusted for any remeasurement of lease liabilities.

On January 1, 2019, the Company adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Company
previously classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the
Company applies a single approach to recognise and measure right-of-use assets and lease liabilities for all
leases, except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying asset). Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments to be made over the lease term.
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SUMMARY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND

OTHER FINANCIAL DATA OF THE ISSUER
For the year ended December 31,
2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

REVENUE .................. 601,470 8,887,186 8,069,061 1,236,638
Costofsales . ................. (326,329) (6,600,707) (6,322,783) (969,009)
GROSS PROFIT .............. 275,141 2,286,479 1,746,278 267,629
Other income . ................ 25,078 9,678 27,520 4,218
Other gains and losses, net . . . . ... .. 33,333 109,086 (86,030) (13,185)
Sales and marketing expenses . . . . . .. (114,909) (162,428) (181,012) (27,741)
Administrative expenses . . ........ (129,674) (166,817) (205,198) (31,448)
Finance costs .. ............... (30,455) (38,221) (79,686) (12,212)
PROFIT BEFORETAX . ... ... ... 58,514 2,037,777 1,221,872 187,260
Income tax expense . ............ (30,022) (886,319) (443,499) (67,969)
PROFIT FOR THE YEAR .. ... ... 28,492 1,151,458 778,373 119,291
Attributable to:
Owners of the parent . ........... 29,971 1,151,571 782,988 119,998
Non-controlling interests . . .. ...... (1,479) (113) (4,615) (707)

28,492 1,151,458 778,373 119,291
Other financial data (unaudited)
EBITDA™Y .. ... ... ... ....... 37,990 2,846,788 2,019,027 309,429
EBITDA margin® .. ............ 6.3% 32.0% 25.0% 25.0%
Notes:
(1)  EBITDA for any period primarily consists of profit before tax plus net finance cost, finance costs recognized in

(2)

cost of sales, depreciation and amortization, and non-recurring gain or loss. EBITDA is not a standard measure
under HKFRS. EBITDA is a widely used financial indicator of a company’s ability to service and incur debt.
EBITDA should not be considered in isolation or construed as an alternative to cash flows, net income or any
other measure of financial performance or as an indicator of our operating performance, liquidity, profitability
or cash flows generated by operating, investing or financing activities. In evaluating EBITDA, we believe that
investors should consider, among other things, the components of EBITDA such as sales and operating expenses
and the amount by which EBITDA exceeds capital expenditures and other charges. We have included EBITDA
because we believe it is a useful supplement to cash flow data as a measure of our performance and our ability
to generate cash flow from operations to cover debt service and taxes. EBITDA presented herein may not be
comparable to similarly titled measures presented by other companies. Investors should not compare our
EBITDA to EBITDA presented by other companies because not all companies use the same definition. Investors
should also note that EBITDA as presented herein may be calculated differently from Consolidated EBITDA as
defined and used in the Indenture. See the section entitled “Description of the Notes — Definitions” for a
description of the manner in which Consolidated EBITDA is defined for purposes of the Indenture.

EBITDA margin is calculated by dividing EBITDA by revenue.
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SUMMARY CONSOLIDATED STATEMENT OF FINANCIAL POSITION OF THE

ISSUER

Non-current Assets

Property, plant and equipment . ... ..
Investment properties . . ..........
Goodwill . ... ... ... ... .. .. ..
Intangible assets. . .. ............
Right-of-use assets" ... .........
Pledged deposits ... ............

Deferred tax assets . . ... .........

Current Assets
Inventories .. .................
Completed properties held for sale
Properties under development . . . . . ..
Deposits and prepayments paid for
land acquisitions . . . ... ........
Accounts receivable, other receivables
and other assets . .............
Financial assets at fair value through
profitorloss . ...............
Prepaid income tax and tax recoverable
Pledged deposits . ..............
Restricted bank balance ..........
Cash and cash equivalents . ........
Investment properties classified as held
forsale ........... .. .. .....

Current Liabilities
Accounts payables, deposits received
and accruals . . . ... ... . L L
Contract liabilities . .. ...........
Amounts due to related companies
Loans from a related company. . . . ...
Lease liabilities®. . ... ..........
Bank and other borrowings ... ... ..

Tax liabilities . ................

As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

23,126 17,711 47,322 7,252
646,620 654,244 552,154 84,621
- - 424722 65,091
- - 199,000 30,498
- 5,246 - -
33,915 22,525 27,935 4,281
63,168 194,154 324,652 49,755
766,829 893,880 1,575,785 241,500
217 - - -
934,671 3,824,960 6,791,108 1,040,783
29,777,845 38,367,480 48,446,684 7,424,779
4,603,632 1,198,992 2,646,093 405,531
1,175,439 1,827,573 2,113,132 323,852
232,532 349,876 321,590 49,286
616,737 723,402 1,060,382 162,511
680,450 863,804 330,336 50,626
101,913 691,992 648,635 99,408
673,412 3,200,230 3,218,611 493,274
5,582 - - -
38,802,430 51,048,309 65,576,571 10,050,049
1,271,149 3,096,086 7,299,395 1,118,681
11,304,291 15,852,697 23,379,862 3,583,121
473,199 956,458 4,100,961 628,500
12,876,310 7,490,728 8,374,973 1,283,521
- 1,871 - -
3,658,396 6,957,950 6,351,627 973,429
109,621 461,608 509,833 78,135
29,692,966 34,817,398 50,016,651 7,665,387
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As of December 31,

2018 2019 2020

(RMB) (RMB) (RMB) (US$)

(in thousands)
(unaudited)

Net Current Assets . .. .......... 9,109,464 16,230,911 15,559,920 2,384,662
Total Assets less Current Liabilities . . . 9,876,293 17,124,791 17,135,705 2,626,162
Non-Current Liabilities
Rental deposits received .. ........ 7,128 7,010 4,866 746
Lease liabilities®. . .. ... ........ - 3,695 - -
Bank and other borrowings . ....... 8,742,329 13,277,895 8,784,298 1,346,253
Deferred tax liabilities . .......... 5,324 99,150 457,726 70,150

8,754,781 13,387,750 9,246,890 1,417,148
NETASSETS . . ............... 1,121,512 3,737,041 7,888,815 1,209,014
Equity attributable to:
Share capital . .. ............ ... 587,529 2,014,112 5,326,923 816,387
Reserves. .. .................. 541,036 1,726,522 2,547,007 390,346
Non-controlling interests . . .. ...... (7,053) (3,593) 14,885 2,281
TOTAL EQUITY .............. 1,121,512 3,737,041 7,888,815 1,209,014
Notes:
(1)  OnJanuary 1, 2019, the Issuer adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Issuer previously

(2)

classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the Issuer
applies a single approach to recognise and measure right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying asset). Right-of-use assets are recognised at the
commencement date of the lease. Right-of-use assets are measured at cost, less any accumulated depreciation
and any impairment losses, and adjusted for any remeasurement of lease liabilities.

On January 1, 2019, the Issuer adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Issuer previously
classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the Issuer
applies a single approach to recognise and measure right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying asset). Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments to be made over the lease term.
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RISK FACTORS

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

RISKS RELATING TO OUR BUSINESS

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

The growth and success of our business depend on our ability to continue acquiring land
reserves located in desirable locations at commercially reasonable prices. Our ability to acquire
land depends on a variety of factors that we cannot control, such as general economic conditions,
our effectiveness in identifying and acquiring land parcels suitable for development and
competition for such land parcels. A majority of our completed projects were developed on land
obtained through public tender, auction or listing-for-sale process organized by government
authorities, and we may continue to acquire land for our property development projects through
such methods. The availability and price of land acquired through public tender, auction or
listing-for-sale process organized by government authorities depend on factors beyond our control,
including government land policies and competition. The PRC government and relevant local
authorities control the supply and price of new land parcels and approve the planning and use of
such land parcels. Local governments control the availability of land acquisition by public tender,
auction or listing-for-sale process organized by government authorities. Specific regulations are in
place to control the methods and procedures by which land parcels are acquired and developed in
the PRC. These policies and measures, including changes in local government’s urban planning in
Zhengzhou and other cities in which we operate, may limit the supply of suitable land for our
project development. Furthermore, the rapid development of the cities in Zhengzhou and other
major cities in Henan Province in recent years has resulted in a shortage in the supply of
undeveloped land in desirable locations and increased land acquisition costs, which becomes one
of the largest components of our cost of sales. Any increase in our land costs resulting from
shortages of supply or our inability to procure land could have a material adverse effect on our
business, financial condition, results of operations and prospects.

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

We principally develop and sell properties in Zhengzhou and other major cities in Henan
Province. As of December 31, 2020, most of our property projects or phases in various stages of
development were located in Zhengzhou and other major cities in Henan Province. Our business
continues to be heavily dependent on the property markets in Zhengzhou and other major cities in
Henan Province. These property markets may be affected by local, regional, national and global
factors, including economic and financial developments, speculative activities in local markets,
demand for and supply of properties, seasonality, availability of alternative investment choices of
property buyers, inflation, government policies, interest rates and the availability of capital. Any
adverse developments in the PRC property market generally or in the cities in which we have or
expect to have operations could materially and adversely affect our business, financial condition,
results of operations and prospects.

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

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

We have focused primarily on the development of properties in Henan Province, in particular,
Zhengzhou, since our inception. In addition to growing our presence in Zhengzhou, we have been
expanding our operations into selected cities in other provinces including Qingdao, Shandong
Province, Wenchang, Hainan Province, Wuhan, Hubei Province and Beijing, and plan to explore
new opportunities in other selected cities with growth potential.

We may not be able to leverage our experience in Zhengzhou or Henan Province to expand
into other regions in China. Other provinces may differ from Henan Province in terms of the level
of economic development, topography, culture, regulatory practice, level of our familiarity with
local contractors, business practices and customs, and customer tastes, behavior and preferences.
Accordingly, our experience in Henan Province may not be transferable to other provinces. In
addition, expanding our business into new markets and geographical areas may entail competition
with local or nationwide developers who have an established local presence, are more familiar with
local regulatory and business practices and customs and have stronger relationships with local
contractors, all of which may give them a competitive advantage over us. Expanding into new
geographic locations also requires a significant amount of capital and management resources. We
will need to manage the growth in our workforce to match the expansion of our business.
Furthermore, if we are unsuccessful in our endeavors outside Henan Province, our confinement to
the Henan Province market over the longer term may constrain our development and prospects.

As we may face challenges not previously encountered in our business expansion, we may fail
to recognize or properly assess risks or take full advantage of opportunities, or otherwise fail to
adequately leverage our past experience to meet challenges encountered in these new markets. For
example, we may have difficulty in accurately predicting market demand for our properties in the
cities into which we expand. Any failure to successfully leverage our experience or to understand
the property market in any other PRC province or city into which we expand our business may have
a material adverse effect on our business, financial condition and results of operations.

We had negative net operating cash flow in 2018 and we may not be able to obtain sufficient
funding for our land acquisitions and future property developments whether through bank
loans, trust financing or other arrangements, on commercially reasonable terms, or at all.

Property development usually requires substantial capital investment during the construction
period. As of December 31, 2020, our liquidity requirements arose principally from the acquisition
of land for, and development of, our property development projects. Our property development
projects have been generally funded through cash generated from operations including proceeds
from the pre-sale of our properties, bank loans and trust financings. We expect to continue to fund
our projects through these sources and will look for additional financing opportunities.

However, we cannot assure you that such funds will be sufficient or that any additional
financing can be obtained on satisfactory or commercially reasonable terms, or at all. In 2018, we
recorded negative net cash flow used in operating activities of approximately RMB2,265.8 million.
Our negative net operating cash flow in 2018 was principally attributable to our cost in land
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acquisition and project development to fulfill our growth. We cannot assure you that in the future
we will not experience negative net cash flow from our operating activities again. A negative net
cash flow position for operating activities could impair our ability to make necessary capital
expenditures, constrain our operational flexibility and adversely affect our ability to expand our
business and enhance our liquidity. For example, if we do not have sufficient net cash flow to fund
our future liquidity, pay our trade payables and repay the outstanding debt obligations when they
become due, we may need to significantly increase external borrowings or secure other external
financing. If adequate funds are not available from external borrowings, whether on satisfactory
terms or at all, we may be forced to delay or abandon our development and expansion plans, and
our business, prospects, financial condition and results of operations may be materially and
adversely affected.

We finance our property projects primarily through a combination of internally generated
funds, including proceeds from pre-sales and sales of our properties and borrowings from financial
institutions, such as CBRC-licensed commercial banks and trust financing companies. Our ability
to obtain external financing in the future and the cost of such financing are subject to uncertainties
beyond our control, including:

° requirements to obtain PRC government approvals necessary for obtaining financing in
the domestic or international markets;

° our future results of operations, financial condition and cash flows;

° the condition of the international and domestic financial markets and the availability of
financing;

o changes in the monetary policies of the PRC government with respect to bank interest
rates and lending practices; and

o changes in policies regarding regulation and control of the property market.

The PRC government has implemented a number of measures to manage the growth of the
money supply and the availability of credit, especially with respect to the property sector. For
example:

o the PBOC has adjusted the Renminbi deposit reserve ratio for major banks several times
since 2010. The PBOC also makes adjustment of the Renminbi deposit reserve ratio
from time to time to control the available financing in the real estate sector;

° the PBOC has adjusted the benchmark one-year bank lending rate many times since
2008. The PBOC lowered the benchmark one-year bank lending rate to 5.35% on March
1, 2015, to 5.10% on May 11, 2015, to 4.85% on June 27, 2015, to 4.6% on August 26,
2015, and further lowered it to 4.35% on October 24, 2015. The benchmark one-year
bank lending rate was maintained at 4.35%;

o requiring that property developer’s registered capital shall be at least (i) 20% of total
investment in property projects is for affordable housing or commodity housing; and (ii)
25% of the total investment for all other types of property projects is funded by the
developer’s own capital, and the highest percentage had been at 30%;

o restricting commercial banks from granting property developers loans which will be
used to pay land premium;

° restricting trust companies from providing financing to property developers that have
not obtained the relevant land use rights certificates, construction land planning permits,
construction work planning permits or construction work commencement permits, or to
projects that fail to meet project capital ratio requirements;
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° restricting trust companies from funding projects developed by property developers
which, or whose controlling shareholders, do not have second-level or above
qualification;

° prohibiting PRC commercial banks from extending any existing loans or granting any
new or revolving credit facilities in any form to property developers with
noncompliance records in relation to, among other things, holding and speculating idle
lands, using the land outside the scope of the designated purpose, postponing
construction commencement or completion, hoarding properties and rigging price for
properties;

° prohibiting PRC commercial banks from taking commodity properties that have been
vacant for more than three years as security for loans to property developers;

° limiting the availability of and increasing the cost of mortgage financing for property
buyers; and

° prohibiting property developers from using borrowings obtained from local banks to
fund property developments outside the regions in which the lending banks reside.

In addition, on March 13, 2018, the PRC State Council submitted the Reform Plan on State
Council Agencies (the “Reform Plan™) for review of the First Session of the thirteenth NPC,
proposing to merge the CIRC and the CBRC to strengthen the regulation over financial
institutions, and thereafter report to the newly established Financial Stability and Development
Committee. The Reform Plan includes the merger of the CIRC and the CBRC into the CBIRC,
which may lead to stricter and more unified supervision over financial institutions and may
indirectly affect the real property industry. This reform will lead to uncertainties in the regulatory
environment of the finance market, which may in turn affect the real property industry.

On June 27, 2018, the NDRC emphasized in a post on its website that the proceeds from
offshore bond offerings by PRC property enterprises shall be mainly used for repayments of
existing debts and shall be restricted for investments in property projects within or outside China
or as working capital. The NDRC planned to further regulate and standardize, among others, the
relevant qualifications for the issuance of foreign debt and the usage of funds from such issuance
by enterprises. On July 12, 2019, the NDRC published a Notice on Requirements for Foreign Debt
Registration Application by Real Estate Enterprises (B /A %1 5 Hb 2 > 3£ 8847 /M H Al i 2 55 A
B2 K 93 N) on its website which imposes more restrictions on the use of proceeds of foreign
debts incurred by real estate developers. According to the notice, the use of proceeds of foreign
debt incurred by a real estate developer is limited to refinancing its medium- to long-term offshore
debts that will become due within one year, and the real estate developer is required to specify in
the application material of foreign debt registration with the NDRC, the details of such debts to be
refinanced, such as amount, maturity date and whether registered with the NDRC. The real estate
developer is also required to submit a commitment letter to the NDRC regarding the authenticity of
its foreign debt issuance. Failure to comply with the aforesaid restrictions, the real estate developer
may be blacklisted and prevented from obtaining foreign debt registrations in the future.

Moreover, our cash generated from operations, which is an important source of funding for
our business, is affected by national or local funding control in places where we operate. For
example, a national policy took effect in December 2020 to control financing for the real estate
industry, including those on property buyers’ mortgage loans. As a result, it has taken property
buyers a longer time to obtain mortgage loans from banks to pay off the purchase prices to us,
which has adversely affected our cash collection rate.

The above measures and other similar government actions and policy initiatives have limited
our ability and flexibility in using bank loans and trust financing arrangements to finance our
property projects. Should the PRC government introduce similar additional initiatives, we may not
be able to secure adequate financing or renew our existing credit facilities prior to their expiration
on commercially reasonable terms or at all.
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Going forward, we might look for debt financing opportunities to support our business,
including but not limited to raising funds through asset-backed securities programs, corporate
bonds and other debt offerings.

We are subject to risks associated with certain covenants or restrictions under our bank
borrowings or trust financing arrangements which may adversely affect our business,
financial condition and results of operations.

We are subject to certain restrictive covenants under our credit facilities with certain banks
and trust financing companies. These restrictive covenants include, among other things,
limitations on our ability to incur additional indebtedness or create new mortgages or charges,
restrictions on the use of proceeds, restrictions on the distribution of dividends and repayment of
shareholder loans, and requirements to provide notice or obtain consent for certain significant
corporate events, as well as financial covenants that require us to maintain certain financial ratios.
For instance, some of our bank loan agreements restrict our operating subsidiaries from carrying
out any merger, restructuring, spinoff, reduction of registered share capital, material asset transfer,
liquidation, change in shareholding or management structure, or establishment of any joint venture
without the lenders’ written consent. Some of our operating subsidiaries are further prohibited
from distributing dividends to us during the loan term without the lenders’ written consent, which
in turn may impair our ability to distribute dividends to our shareholders. In addition, borrowings
provided under certain loan agreements between our operating subsidiaries and banks are not
allowed to be used for purposes other than the specific project development as provided in the
agreement. Moreover, some of the loan agreements that we entered into contain financial
covenants that require us to maintain specified financial ratios and satisfy other financial
conditions which may restrict our financial and operating flexibility from time to time. We cannot
assure you that we will be able to abide by all these restrictive covenants in the future. In
particular, some of our loan agreements contain cross-default provisions where a technical default
on one of our obligations under other agreements will trigger a technical default under such
agreements. Should we fail to abide by these provisions, our lenders may be entitled to accelerate
repayment of our loans, in which case our business, financial condition and results of operations
will be adversely affected.

We are also subject to restrictive covenants under our trust financing arrangements. For
example, some of these restrictive covenants limit our use of dividends paid by relevant project
companies, and require the relevant project companies not to dispose of, mortgage or adjust the
land use rights, land development rights or material assets of the project companies, or change the
development schedule of the project companies, or incur any material capital commitments as well
as make material asset transfers without obtaining prior approval from the relevant trust financing
companies. In addition, certain of our trust financing agreements contain cross-default provisions
similar to those indicated in our bank loan agreements. Moreover, trust financing arrangements
generally involve higher financing costs and risks than conventional bank loans due to their higher
interest rates and more complicated guarantee and/or security structures. We cannot assure you
that we will be able to perform all of our obligations or abide by all the restrictive covenants of our
trust financing arrangements we have entered into or will enter into. Should we fail to abide by
these provisions, our business, financial condition and results of operations may be adversely
affected.

We are party to certain agreements related to Urban Redevelopment Schemes, which are
subject to uncertainties and delays. We may not be able to obtain the land use rights for the
land parcels related to such schemes and we may not be adequately or timely compensated or
refunded for the land resettlement expenses we have incurred.

We participated in certain Urban Redevelopment Schemes in Zhengzhou, Luoyang and
Xinxiang as part of the local governments’ zoning process and entered into a series of master
agreements or letters of intent with the local governments, their affiliated entities or the relevant
villagers” autonomous organizations as the original land use rights owners. Our primary obligation
under such agreements is to provide funding to the counterparty(ies) for the expenses to be
incurred in the land resettlement operations prior to such land being put up for auction. Through
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such process, we are able to be involved in the Urban Redevelopment Schemes at early stages and
gain insights into the particular land parcels that we believe have the potential to meet our
investment return target based on our market research and financial analysis. See “Business —
Urban Redevelopment Schemes.”

However, there is no assurance that we will be successful in securing the land grant contracts
or obtaining the relevant land use rights certificates in respect of such Urban Redevelopment
Schemes. After fulfilling our obligations under these agreements, we are still required under the
relevant PRC laws and regulations to go through the public tenders, auctions or
listings-for-bidding and, if we are successful in this process, enter into a land grant contract and
pay the relevant land premiums before we are eligible to apply for the land use rights certificates.
As of the date of this offering memorandum, we had not obtained any of the relevant land use rights
certificate nor entered into any of the land grant contracts for nine Urban Redevelopment Schemes
for which we had entered into master agreements or letters of intent. These properties were either
still undergoing the bidding processes or in the early stages of land demolishment and resettlement
and had not been put up for auction. In the event that we are not successful in the public tenders,
auctions or listings-for-bidding process in respect of such projects, we will not be able to engage in
the commercial development thereof nor have access to any of the associated GFA for development
or sale.

Moreover, the agreements related to such Urban Redevelopment Schemes usually involve
relatively long execution periods and significant capital resources and commitments are required
over the course of such redevelopment periods. It typically takes two to five years from the time we
enter into the relevant master agreements or letters of intent till the time the land parcels are put up
for auction and there is no assurance that it would not be further delayed. The long execution
period may expose us to greater market risks compared to some other real estate developers. Any
property market downturn in the regions where we operate could lead to potential decline in
demand or selling prices of our properties and may materially and adversely affect our business,
financial condition and operating results. Besides, as part of the established practice in Zhengzhou,
for the Urban Redevelopment Schemes in which we successfully obtain the land use rights, we
generally expect to be refunded with an amount equivalent to approximately 60% of the land
premium according to the relevant local regulations and the redevelopment plans as approved by
the competent local government authorities and such refund is generally made in instalments over
the course of one to three months upon our entering into the land grant contract. There is no
assurance that such redevelopment process can be executed and consummated as planned or the
refund can be made in a timely manner. The time lag and any significant delay could result in
substantial financing costs and a diversion of our managerial and financial resources. Moreover,
the commercial development of such land parcels may no longer be economically attractive or in
line with our budget as initially anticipated.

In addition, there is no assurance that these master agreements or letters of intent will be
implemented as agreed or will not be terminated and there are risks with respect to the enforcement
of these agreements, particularly in light of their relatively long execution periods and, in some
cases, potential conflicts between the local governments/local villagers’ autonomous
organizations and the local villagers for the demolition and land clearance and resettlement
operations as well as potential changes in PRC government policies. Although we are generally
entitled to be refunded by the local governments for the prepayment and advances we have
extended, notwithstanding whether or not the relevant agreements are terminated and whether or
not we are successful in the land bidding process, based on contracts or general legal principles
related to unjust enrichment, the laws, regulations and practices relating to enforcement of
contracts or claims in unjust enrichment against PRC government entities involve uncertainties
and such proceedings could deteriorate our relationships with such government entities and place
strains on our managerial and financial resources. We cannot assure you that we will be successful
in claiming the full refund, or at all, or that we will be adequately compensated for the expenses we
have incurred. In particular, the relevant agreements we directly entered into with the villagers’
autonomous organizations do not include specific refund or repayment provisions and our claim
for refund rests upon the general legal principles related to unjust enrichment or policies
implemented by the local governments.

We have not encountered any material difficulties with respect to the execution of these
agreements or Urban Redevelopment Schemes that we participated in the past. Nevertheless, PRC
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government policies related to our projects may change in the future and there may be changes in
the manner of implementation of these agreements. If any of these master agreements or letters of
intent are not implemented as agreed, our business, financial condition, results of operations and
prospects could be materially and adversely affected.

The CBRC and/or other government agencies of the PRC may tighten the regulations relating
to trust loans being provided to the property industry in the PRC, which may affect our
ability to obtain trust loans.

We had certain trust financing arrangements. There are uncertainties regarding trust
financing. The operation of trust financing companies in the PRC is primarily regulated by the
CBRC pursuant to the Rules Governing Trust Financing Companies ({5 5E/A A L)),
which came into effect on March 1, 2007, and relevant regulations are published and updated from
time to time. Trust financing companies are therefore under the supervision and monitoring of the
CBRC and are required to comply with the relevant notices and regulations promulgated by the
CBRC. According to the Notice of the CBRC on the Relevant Issues concerning Supporting the
Innovation and Development of Trust Companies ({2 R B & B it 3¢5 5E8 /BB 28 B A H
[l )4 %1 )) promulgated by the CBRC on 25 March 2009, Notice of General Office of the
CBRC on Strengthening Supervision over the Real Estate Trust Business of Trust Companies
(v 8 S o B i 15 5 2 1 55 M 5 FE P B A B B R 48 1)) promulgated by
the CBRC on February 11, 2010 and Notice of General Office of CBRC on Risk Warning for Real
Estate Trust Businesses of Trust Companies (€[ #1 B & #E/\ BEBH A5 5T A 7 55 bz 5 5T 355
JEBR 7R (4 %)) promulgated by the general office of the CBRC on November 12, 2010, trust
companies shall not provide loans to property developers which (i) have not obtained land use
rights certificates, construction land planning permits, construction work planning permits or
construction work commencement permits, (ii) have not met the minimum capital ratio
requirement for real estate development projects, or (iii) whose controlling shareholders do not
have second-level or above qualification. Under the above rules and notices, we are unable to
obtain any trust loan from trust companies before our project companies obtaining the land use
rights certificates, construction land planning permits, construction work planning permits or
construction work commencement permits, and meeting the minimum capital ratio requirement.
Accordingly, we are unable to use trust loans from trust companies to finance the land premium,
and under normal circumstance, any trust loan that we could obtain can only be used for the
relevant project development. We cannot assure you that the PRC government will not implement
additional or more stringent requirements with regard to trust financing companies. If additional or
more stringent requirements with regard to trust financing companies have been implemented, it
could result in a reduction in our financing options and/or an increase in the cost of financing our
properties, which in turn could have a material adverse effect on our business, financial condition,
results of operations and prospects.

The fair value of our investment properties fluctuates from time to time and may decrease
significantly in the future, which may materially and adversely affect our profitability.

We are required to reassess the fair value of our investment properties at the end of each
reporting period. Under HKFRS, gains or losses arising from changes in the fair value of our
investment properties are included in our consolidated statements of profit or loss for the period in
which they arise. We recognized the aggregate fair value of our investment properties and relevant
deferred tax on our consolidated statements of financial position and changes in fair value of
investment properties and movements of the relevant deferred tax on our consolidated statements
of profit or loss. In 2018 and 2019, our fair value gain on investment properties was RMB20.7
million and RMB4.6 million, respectively. In 2020, our fair value loss on investment properties
was RMB33.5 million (US$5.1 million).

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

We recorded an one-off gain of disposal of a subsidiary in 2020, which may not recur in the
future.

We recorded a gain on disposal of a subsidiary in 2020. While such gain had an impact on our
reported profit for the relevant period, it was non-recurring in nature. Therefore, we may not record
such gain in the future, at the same level or at all, which in turn may affect our profitability.

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

As of December 31, 2020, our deferred tax assets amounted to RMB850.9 million (US$130.4
million). We periodically assess the probability of the realization of deferred tax assets, using
significant judgments and estimates with respect to, among other things, historical operating
results, expectations of future earnings and tax planning strategies. In particular, deferred tax
assets can only be recognized to the extent that it is probable that future taxable profits will be
available against which the unused tax credits can be utilized. However, we cannot assure you that
our expectation of future earnings could be accurate due to factors beyond our control, such as
general economic conditions and negative development of the regulatory environment, in which
case, we may not be able to recover our deferred tax assets which thereby could have an adverse
effect on our results of operations.

We may be unable to successfully manage the growth of our business and our results of
operations from the previous years may not be representative of our future performance.

Our revenue increased from RMB19,416.0 million in 2018 to RMB26,560.4 million in 2019.
However, our revenue decreased to RMB15,063.2 million (US$2,308.5 million) in 2020. We
cannot assure you that we will continue to grow. Our sales may vary from period to period due to
a combination of various factors, including but not limited to general market conditions of
property market in China and in the cities we operate including Zhengzhou, national and local
government and bank policies, the overall development schedules of our projects, sales and
completion plans of our projects, mix in, geographic locations, property series, and product types,
that we launch pre-sales in a particular period, the timing and amount of GFA approved by
governmental authorities for our pre-sales. Such fluctuations may adversely affect our cash
position and revenue. We have faced and will continue to face challenges including rising
development and administrative costs and increasing competition for employees and future growth
opportunities. We have established a set of policies, controls and procedures to manage our
subsidiaries, including personnel management policies, internal control policies and internal audit
procedures. However, as our business continues to expand, we cannot assure you that these
policies, controls and procedures will prove as effective as we hope. As a result, our past results of
operations may not be indicative of our future performance.

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

Our business model is to sell certain properties for immediate return of capital to fund our
business, operations and expansion plans, while strategically retaining other properties for stable
recurring rental income and long-term capital appreciation. In 2018, 2019 and 2020, our revenue
generated from property development and sales amounted to 99.5%, 99.6% and 99.5%,
respectively, of our total revenue. Our results of operations may fluctuate due to factors such as the
schedule of our property development projects and the timing of property sales.

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

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

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

The selling prices or recognized ASP per sq.m. of our property projects are affected by the
locations of these projects. While the selling prices or recognized ASP per sq.m. of our property
projects vary depending on their locations, our sales revenue and therefore our gross profit margin
may vary depending on the mix in geographical locations of our property projects being delivered
for a particular period. Therefore, our Group’s gross profit margins may decrease in the
foreseeable future if expected sales contributed by our property projects in locations with
relatively higher recognized ASP per sq.m., such as Zhengzhou, decreased.

In addition, we cannot assure you that our selling prices or recognized ASP per sq.m., as a
whole, will always be consistent with the industry trends in the cities we operate. Although
historically the fluctuations of the selling prices or recognized ASP per sq.m. for our property
projects were generally in line with the industry trends in the cities we operate, our selling prices
or recognized ASP per sq.m., as a whole, might deviate from the industry trends as a result of the
changes in mix of property series and products types we launch sale and pre-sale in a particular
period and the timing of the completion of properties and therefore, making it difficult to predict
the future trends.

Fluctuations in the price of construction materials and labor costs could affect the
construction fees charged by our construction contractors which could materially and
adversely affect our business and financial performance.

The cost of construction materials, such as steel and cement, and labor costs, are subject to a
high degree of volatility. As most of our major construction contracts are fixed unit price contracts,
the risk of fluctuations in construction material and labor costs during the terms of the contracts
are absorbed by our construction contractors to a large extent as we outsource our construction
work to them as they are responsible for purchasing most of the construction materials and bear
relevant labor costs during the terms of the relevant contracts. However, for certain raw materials
such as concrete and steel, our contractors only bear the risk of fluctuation within 3% of the
contract price and we bear the risk of fluctuation exceeding 3% of the contract price. In addition,
if there is any significant increase in the cost of construction materials and labor costs, our
construction contractors may require us to renegotiate construction fees or we may be subject to
higher construction fees when our existing construction contracts expire. Furthermore, we
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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 the costs of construction materials and labor increase
subsequent to the pre-sales. If any of these occur, our business, financial condition and results of
operations may be materially and adversely affected.

Failure to obtain, abide by, or material delays in obtaining, requisite approvals or licenses
from the PRC government, may adversely affect our ability in carrying out our property
development operations.

The property industry in the PRC is heavily regulated and property developers must abide by
various laws and regulations, including rules stipulated by national and local governments to
enforce these laws and regulations. Like other property developers in China, we must apply to the
relevant government authorities to obtain (and renew for those relating to ongoing operations)
various licenses, permits, certificates and approvals to engage in property development operations,
including but not limited to, real estate development enterprise certificates, land use rights
certificates, construction work commencement permits, construction work planning permits,
construction land planning permits, pre-sale permits and completion inspection and acceptance
documents. We must meet specific conditions in order for the government authorities to issue or
renew any certificate or permit.

We cannot guarantee that we will be able to adapt to new rules and regulations that may come
into effect from time to time with respect to the property industry or that we will not encounter
material delays or difficulties in fulfilling the necessary conditions to obtain and/or renew all
necessary certificates or permits for our operations in a timely manner, or at all, in the future.
Although in 2018, 2019 and 2020, we didn’t encounter any material non-compliance in relation to
governmental approvals or licenses, we cannot assure you that we will not be subject to such fines
or penalties in the future. In the event that we fail to obtain or renew or abide by, or encounter
significant delays in obtaining or renewing, the necessary government approvals for any of our
major property projects, we will not be able to continue with our development plans, and our
business, financial condition and results of operations may be adversely affected.

In addition, the permitted total GFA for a particular development is set out in various
governmental licenses, permits, certificates and approvals at various stages. If the constructed total
GFA exceeds the permitted total GFA and we fail to obtain additional governmental approvals and
permits for such additions, or if the completed development contains built-up areas that the
regulatory authorities believe do not correspond to the approved plans as set out in the original
construction works planning permit, we may be subject to fines by the local governments and we
may not be able to obtain the acceptance and compliance form of construction completion required
for us to prepare for delivery of our properties to our customers in accordance with the relevant
sales agreements. We have in the past commenced construction of certain portions of certain
property development projects, prior to obtaining the relevant construction work planning permits
and construction work commencement permits. Although we have adopted and implemented
enhanced internal control measures to prevent any recurrence of such non-compliances, we cannot
assure you that constructed total GFA for each of our existing projects under development or any
future property developments will not exceed permitted total GFA, or that the regulatory
authorities will determine that all built-up areas conform to the approved plans as set out in the
construction permit. In the event that we fail to obtain additional governmental approvals for such
property projects, our business, financial condition and results of operations may be adversely
affected.

Given the outbreak of the COVID-19 pandemic, some of our PRC subsidiaries were not able
to obtain or renew requisite approvals and licenses from the PRC government in a timely manner.
We cannot assure you that if such delays would not continue to occur in the future and that our
development plan or business operations would not be affected as a result thereof.

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

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

We make provisions for LAT by reference to our sales recognized and in accordance with our
estimates of the LAT which will be payable under relevant PRC laws and regulations. As we often
develop our projects in several phases, deductible items for calculation of LAT, such as land costs,
are apportioned among such different phases of development. Provisions for LAT are made on our
own estimates based on, among others, our own apportionment of deductible expenses which are
subject to final confirmation by the relevant tax authorities upon settlement of the LAT. In 2018,
2019 and 2020, we made LAT provisions of RMB862.4 million, RMB1,636.2 million and
RMB323.9 million (US$49.6 million), respectively. In 2018, 2019 and 2020, we made LAT
payments of RMB848.0 million, RMB533.3 million and RMB672.8 million (US$103.1 million),
respectively. LAT liabilities are subject to determination by the tax authorities upon the completion
of the property development projects and may be different from the amounts that were initially
provided for. Any such differences may impact our profit after tax and deferred tax provision in the
periods in which such taxes are finalized with the relevant tax authorities. Our financial condition
may be materially and adversely impacted if our LAT liabilities as calculated by the relevant tax
authorities are higher than our provisions.

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

The appraised value of our properties is based on multiple assumptions that include elements
of subjectivity and uncertainty. The assumptions, on which the appraised value of our properties
and land reserves is based, include that we sell the property interests in the market without the
benefit of a deferred term contract, leaseback, joint venture, management agreement or any similar
arrangement, which could serve to affect the values of the property interests; no allowance has
been made for any charges, mortgages or amounts owing neither on any of the property interests
valued nor for any expenses or taxation which may be incurred in effecting a sale; we have paid all
land premium payments and other costs such as resettlement and ancillary utilities services in full
and there is no requirement for payment of any further land premium or other onerous payments to
the government; our properties are free from encumbrances, restrictions and outgoings of an
onerous nature, which could affect their values. Therefore, the appraised value of our properties
should not be taken as their actual realizable value or a forecast of their realizable value.
Unforeseeable changes to the development of our property projects as well as national and local
economic conditions may affect the value of our property holdings, and in turn materially and
adversely affect our business, results of operation and financial condition.

We may not be able to complete our development projects on time, which may affect our cash
flow.

Property development projects require substantial capital expenditure prior to and during the
construction period for, among other things, land acquisition and construction. The construction of
property projects may take over a year or longer before a positive net cash flow may be generated
through pre-sales, sales, leasing or rentals. As a result, our cash flows and results of operations
may be affected by our project development schedules and any changes to those schedules. The
schedules of our project developments depend on a number of factors, including the performance
and efficiency of our third-party contractors and our ability to finance construction. Other specific
factors that could adversely affect our project development schedules include:

° natural catastrophes and adverse weather conditions;

° changes in market conditions, economic downturns and decreases in business and
consumer sentiments in general;
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° failure to obtain necessary licenses, permits and approvals from relevant government
authorities in a timely manner;

° changes in relevant regulations, government policies and government planning;
o relocation of existing residents and/or demolition of existing structures;

° shortages of raw materials, equipment, contractors and skilled labor;

° labor disputes;

° construction accidents; and

° errors in judgment on the selection and acquisition of potential sites.

Construction delays or failure to complete the construction of a project according to our
planned specifications, schedule and budget may harm our reputation as a property developer,
leading to loss of or delay in recognizing revenues and lower returns. If a property project is not
completed on time, the purchasers of pre-sold units of the project may be entitled to compensation
for late delivery. If the delay extends beyond a certain period, the purchasers may be entitled to
terminate their pre-sales agreements and claim damages. We have experienced delays in a small
number of our residential projects in the past. See — “We face risks related to pre-sale of
properties from any potential limitation and restriction imposed by the PRC government as to such
activities and claims from customers in the event the pre-sold properties are not delivered on time
or completed.” We cannot assure you that we will not experience any such delays in the future or
that we will not be subject to any liabilities for any such delays. We cannot assure you that we will
not experience any significant delays in completion or delivery of any of our projects in the future
or that we will not be subject to any liabilities for any such delays.

We may be adversely affected by material issues that affect our relationships or business
ventures with our joint venture and associated company partners.

We intend to establish joint ventures and associated companies with third parties to jointly
develop property projects. The performance of such joint ventures and associated companies may
affect our results of operations and financial position. Generally, we do not expect to record gains
from such joint ventures and associated companies until they start to generate revenue by
delivering properties they develop.

The success of a joint venture or an associated company depends on a number of factors,
some of which are beyond our control. We may not be able to force our partners to fully perform
their obligations to us pursuant to our cooperation agreements. As a result, we may not be able to
realize the anticipated economic and other benefits from our joint ventures and associated
companies or even suffer losses. In addition, in accordance with PRC laws, our joint venture
agreements and the articles of association of our joint ventures and associated companies, certain
matters relating to joint ventures or associated companies may require the consent of all parties to
the joint ventures and associated companies. Therefore, such joint venture agreements involve a
number of risks, including that (i) we may not be able to pass certain important board resolutions
requiring unanimous consent of all of the directors of our joint ventures and associated companies
if there is a disagreement between us and our joint venture or associated company partners; or (ii)
our joint venture or associated company partners may have economic or business interests or goals
or philosophies that are inconsistent with ours.

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

We have indebtedness and may incur additional indebtedness in the future, and we may not
be able to generate sufficient cash to satisfy our existing and future debt obligations.

We currently have, and will continue to require, a substantial amount of indebtedness. Our
bank loans and other borrowings as of December 31, 2018, 2019 and 2020, were RMB18,754.8
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million, RMB22,482.0 million and RMB17,335.8 million (US$2,656.8 million), respectively. Our
indebtedness and gearing could have significant implications, including, among others:

° increasing our vulnerability to adverse general economic and industry conditions;

° requiring 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 for our business expansion, working capital and other general corporate purposes;

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

° placing us at a competitive disadvantage compared to our competitors with lower levels
of indebtedness;

o limiting our ability to borrow additional funds; and
° increasing our cost of additional financing.

Moreover, our trust and other financings are generally secured by our equity interests in the
PRC subsidiaries or lien of land use rights or development projects. If we default and cannot repay
all of the secured indebtedness, we may lose part or all of our equity interests in these PRC
subsidiaries, our proportionate share of the asset value of the relevant land use rights or our
development projects.

In the future, we may from time to time incur substantial additional indebtedness and
contingent liabilities. We might look for debt financing opportunities to support our business,
including raising funds through asset-backed securities programs, corporate bonds and other debt
offerings. Our ability to generate sufficient cash to satisfy our existing and future debt obligations
will depend upon our future operating performance, which will be affected by, among other things,
prevailing economic conditions, PRC governmental regulation, demand for properties in the
regions we operate and other factors, many of which are beyond our control. We may not generate
sufficient cash flow to pay our anticipated operating expenses and service our debt, in which case
we will be forced to adopt an alternative strategy that may include actions such as reducing or
delaying property project development, disposing of assets, restructuring or refinancing
indebtedness or seeking equity capital. These strategies may not be implemented on satisfactory
terms, or at all, and, even when implemented, may result in a material adverse effect on our
business, results of operations and financial condition.

Our financing costs are subject to changes in interest rates.

We have incurred and are expected to continue to incur a significant amount of interest
expense relating to our borrowings from banks, as well as from our trust and other financing
arrangements. Accordingly, changes in interest rates have affected and will continue to affect our
financing costs. Because a majority of our borrowings are in Renminbi, the interest rates on our
borrowings are primarily affected by the benchmark interest rates set by the PBOC, which have
fluctuated significantly in recent years. We recorded finance costs of RMB483.7 million,
RMB418.2 million and RMB316.3 million (US$48.5 million) in 2018, 2019 and 2020,
respectively. Future increases in the PBOC benchmark interest rate may lead to higher lending
rates, which may increase our finance costs and thereby materially and adversely affect our
business, financial condition, results of operations and prospects.

Any failure by third-party contractors we engage to provide satisfactory services, or any
disputes with our third-party contractors could materially and adversely affect our
reputation, business, results of operations and financial condition.

We engage third parties to carry out various services relating to our property development
projects, including project design, pile setting, foundation building, construction, equipment
installation, elevator installation and landscaping. We generally select third-party contractors
through a tender process and endeavor to engage companies with a strong reputation and track
record, high performance reliability and adequate financial resources. Our third-party contractors
may fail to provide satisfactory services at the level of quality or within the time required by us. In
addition, completion of our property developments may be delayed, and we may incur additional
costs, due to the financial or other difficulties of our contractors. If the performance of any
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third-party contractor is unsatisfactory, we may need to replace such contractor or take other
remedial actions, which could increase the costs and adversely affect the development schedules of
our projects and materially and adversely affect our reputation, credibility, financial condition and
business operations. Moreover, we cannot assure you that our employees will be able to
consistently apply our quality standards in carrying out quality control, and to detect all defects in
the services rendered by third-party service providers or contractors. In addition, as we enter into
new geographical areas in the PRC, there may be a shortage of third-party contractors that meet our
quality standards and other requirements in such locations and, as a result, we may not be able to
engage a sufficient number of high-quality third-party contractors, which may adversely affect the
construction schedules and development costs of our property development projects. Furthermore,
if our relationship with any of the third-party service providers or contractors deteriorates, a
serious dispute with such third-party service provider or contractor may arise, which may in turn
result in costly legal proceedings. The occurrence of any of the above events may have a material
adverse effect on our business, financial condition, results of operations and prospects.

Our expansion into new geographical markets presents certain risks and uncertainties.

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

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

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

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

Our investment properties compete for tenants with other property developers on factors
including location, quality, maintenance, property management, rental rates, services provided and
other lease terms. We cannot assure you that our existing or prospective tenants will not choose
other properties. Any future increase in the supply of properties which compete with us would
increase the competition for tenants and, as a result, we may have to reduce rental rates or incur
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additional costs to make our properties more attractive. Also, we may not be able to lease our
properties to a desirable mix of tenants to achieve our business objectives or for rental rates that are
consistent with our projections. If we are unable to retain our existing tenants, attract new tenants
to replace those that leave or lease our vacant properties, our occupancy rates may decline and our
investment properties may become less attractive and competitive. This in turn may have a material
adverse effect on our business, financial condition and results of operations.

The illiquidity of real estate investments could significantly impede our ability to respond to
changing economic, financial and investment conditions and to adverse changes in the
performance of our properties, which could harm our financial condition.

The real estate investments made, and to be made, by us are relatively illiquid, and as a result,
our ability to promptly sell one or more properties in our portfolio in response to changing
economic, financial and investment conditions may be limited. Return of capital and realization of
gains, if any, from an investment generally will occur upon disposition or refinancing of the
underlying property. We may be unable to realize our investment objectives by sale, other
disposition or refinancing at attractive prices within any given period of time or may otherwise be
unable to complete any exit strategy. In particular, our ability to dispose of one or more properties
within a specific time period is subject to weakness in or even the lack of an established market for
a property, changes in the financial condition or prospects of prospective purchasers, changes in
national or international economic conditions and changes in laws, regulations or fiscal policies of
jurisdictions in which the property is located.

In addition, the U.S. Internal Revenue Code imposes restrictions on a REIT’s ability to
dispose of properties that are not applicable to other types of real estate companies. In particular,
the tax laws applicable to REITs effectively require that we hold our properties for investment,
rather than primarily for sale in the ordinary course of business, which may cause us to forego or
defer sales of properties that otherwise would be in our best interests. Therefore, we may not be
able to vary our portfolio in response to economic or other conditions promptly or on favorable
terms, which may adversely affect our financial condition.

The illiquidity of investment properties and the lack of alternative uses of investment
properties may significantly limit our ability to respond to adverse changes in the
performance of our investment properties.

Because property investments in general are relatively illiquid, our ability to promptly sell
one or more of our investment properties in response to changing economic, financial and
investment conditions is limited. The property market is affected by various factors, such as
general economic conditions, availability of financing, interest rates and supply and demand, many
of which are beyond our control. We cannot predict whether we will be able to sell any of our
investment properties for the price or on the terms set by us, or whether any price or other terms
offered by a prospective purchaser would be acceptable to us. We also cannot predict the length of
time needed to find a purchaser and to complete the sale of a property. Moreover, we may also need
to incur capital expenditure to manage and maintain our properties or to correct defects or make
improvements to these properties before selling them. We cannot assure you that financing for such
expenditures would be available when needed, or at all. In addition, if we sell an investment
property during the term of that property’s tenancy agreement, we may have to pay termination
fees to our retail tenants.

Furthermore, the aging of investment properties, changes in economic and financial
conditions or changes in the competitive landscape in the PRC property market may adversely
affect the amount of rentals and revenue we generate from, as well as the fair value of, our
investment properties. However, investment properties may not be readily converted to alternative
uses, as such conversion requires extensive governmental approvals in the PRC and involves
substantial capital expenditures for the purpose of renovation, reconfiguration and refurbishment.
We cannot assure you that we will possess the necessary approvals and sufficient funds to carry out
the required conversion. These factors and any others that would impede our ability to respond to
adverse changes in the performance of our investment properties could affect our ability to
compete against our competitors and our results of operations.
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We guarantee mortgage loans of certain of our customers and may become liable to mortgage
banks if customers default on their mortgage loans.

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

As of December 31, 2020, our outstanding guarantees in respect of the residential mortgages
of our customers amounted to RMB39,903.7 million (US$6,115.5 million). However, should any
material default occur and if we were called upon to honor our guarantees, our financial condition
and results of operations could be adversely affected.

The total GFA of some of our property developments may be different from the original
authorized area.

Government grants of land use rights for a parcel of land specify in the land grant contract the
permitted total GFA that the developer may develop on the land. In addition, the total GFA is also
set out in the relevant urban planning approvals and construction permits. However, the actual GFA
constructed may be different from the total GFA authorized in the land grant contract or relevant
construction permits due to factors such as subsequent planning and design adjustments. The
actual GFA may be subject to approval when the relevant authorities inspect the properties after
completion. The developer may be required to pay additional land premium and/or administrative
fines or take corrective actions in respect of the adjusted land use and excess GFA before a
completion certificate ((LFE#% BRI % 3) can be issued to the property developer. Until the
completion certificate is issued, we would not be able to deliver individual units to purchasers or to
recognize the related pre-sale proceeds as revenue. The methodology for calculating the additional
land premium is generally the same as the original land grant contract. If issues related to excess
GFA cause delays in the delivery of our products, we may also incur liability to purchasers under
our sales and purchase agreements. We cannot assure you that the constructed total GFA for each of
our existing projects under development or any future property developments will not exceed
permitted total GFA. Any of these factors may adversely affect our business.

We are exposed to contractual and legal risks related to pre-sales, which could have a
material adverse effect on our business, financial condition and result of operations.

We make certain undertakings in our pre-sale contracts, and our pre-sale contracts and PRC
laws and regulations provide for remedies for breach of these undertakings. For example, if we fail
to complete a pre-sold property on time, we may be liable to the relevant customers for such late
delivery under the relevant pre-sale contracts or pursuant to relevant PRC laws and regulations. If
our delay extends beyond a specified period, the purchasers may terminate their pre-sale contracts
and claim for damages. A customer may also terminate his or her contract with us and/or bring
claims for compensation for certain other contractual disputes, including, for example, if the GFA
of the relevant unit, as set out in the individual building ownership certificate, deviates by more
than 3% from the GFA of that unit as set out in the contract; if the floor plan of the relevant unit is
different from what is set out in the contract and adversely affects the quality and functionality of
the unit; if the interior decoration of the relevant unit is inferior to what is set out in the contract;
or if the customer fails to receive the individual property ownership certificate within a statutory
period due to our fault. Any of such factors could have a material adverse effect on our business,
financial condition and results of operations. Though we are typically entitled to claim damages
from the third-party contractors if such breaches are due to their fault, we cannot assure you that
the damages we recoup will fully compensate our losses.

— 34—



We are subject to risks associated with the operation of REIT.

In addition to property development business, the Issuer also engages in REIT operation. The
Issuer currently holds interests in a REIT, GMR, which focuses on medical care. The operation of
GMR subjects the Issuer and us to a variety of risks. GMR depends on the healthcare operators to
make payments to them under leases, and an event that materially and adversely affects their
business, financial position or results of operations could adversely affect the Issuer’s business,
financial position or results of operations. GMR and healthcare operators to which they lease
properties are dependent on the healthcare industry and may be susceptible to the risks associated
with healthcare reform. In addition, such tenants are subject to extensive federal, state, local and
industry-related licensure, certification and inspection laws, regulations and standards. Tenants
that fail to comply with federal, state and local licensure, certification and inspection laws and
regulations may cease to operate healthcare facilities or be unable to meet their financial and other
contractual obligations to GMR. Furthermore, healthcare facilities are typically highly customized
and may not be easily adapted to non-healthcare-related uses. If GMR must replace any of their
tenants or operators, they may have difficulty identifying replacements and may be required to
incur substantial renovation costs to make certain that their healthcare properties are suitable for
other operators and tenants. In addition, there are risks in connection with the status of being a
REIT. If a REIT does not qualify to be taxed as a REIT, or fail to remain qualified as a REIT, it will
be subject to U.S. federal income tax as a regular corporation and could face a substantial tax
liability. Even if GMR remains qualified as a REIT, they may face other tax liabilities that reduce
their cash flow. Complying with REIT requirements may cause them to forgo otherwise attractive
opportunities or liquidate otherwise attractive investment and may limit their ability in many other
respects, such as ability to hedge effectively.

Changes of PRC laws and regulations with respect to pre-sales may adversely affect our
business.

We depend on cash flows from pre-sales of properties as an important source of funding for
our property developments. Under current PRC laws and regulations, property developers must
fulfill certain conditions before they can commence pre-sales of the relevant properties and
pre-sales proceeds may only be used to finance the related development. Any ban or additional
restrictions on pre-sales may require us to seek alternative sources of funding to finance our
developments, and if sufficient alternative funding is not available to use on attractive terms, or at
all, our cash flow and prospects, and business, results of operations and financial condition could
be materially and adversely affected.

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

Property developers in the PRC typically assist purchasers of property to obtain the relevant
individual property ownership certificates within a time frame set out in the relevant property sale
and purchase agreement ranging from 360 to 720 days after the delivery of the property. Property
developers, including us, generally elect to specify the deadline for the delivery in the property
sale and purchase agreements to allow sufficient time for the application and approval processes.

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

We are then required to submit after delivery of the properties, the relevant property sale and
purchase agreements, identification documents of the purchasers, proof of payment of deed tax, for
the relevant local authority’s review and the issuance of the individual property ownership
certificates in respect of the properties purchased by the respective purchasers. Delays by the
various administrative authorities in reviewing the application and granting approval as well as
other factors may affect timely delivery of the general as well as individual property ownership
certificates. We cannot assure you that we will not incur material liability to purchasers in the
future for the late delivery of individual property ownership certificates due to our fault or for any
reason beyond our control.
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The property development business is subject to claims under statutory quality warranties,
and if a number of claims are brought against us under our warranties, our reputation,
business, results of operation and financial condition may be materially and adversely
affected.

Under the Regulations on Administration of Development and Operation of Urban Real
Estate ({75 b B #S 482 & B 61])) enacted by the State Council on July 20, 1998 and
amended on January 8, 2011, March 19, 2018, March 24, 2019, and March 27, 2020, and the
Regulation for the Administration of Sales of Commodity Buildings (T i /7 & 8 & HHFL)),
which went into effect on June 1, 2001, all property developers in the PRC must provide certain
quality warranties for the properties they construct or sell. We are required to provide these
warranties to our customers. Generally, we receive quality warranties from third-party contractors
with respect to our property projects. If a large number of claims were brought against us under our
warranties and if we were unable to obtain reimbursement for such claims from third-party
contractors in a timely manner or at all, or if the money retained by us to cover our payment
obligations under the quality warranties was not sufficient, we could incur expenses to resolve
such claims or face delays in remedying the related defects, which could in turn harm our
reputation, and adversely affect our business, financial condition and results of operations.

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

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

In September 2007, the Ministry of Land and Resources issued a new notice to further
enhance control of the land supply by requiring developers to develop land according to the terms
of the land grant contracts and restricting or prohibiting any non-compliant developers from
participating in future land auctions. In January 2008, the State Council issued a Notice of the
State Council on Promoting Land Saving and Efficient Use (€[5 B B /i {12 #E & 4 5 49 F Hh i) 4
H1)) to escalate the enforcement of existing rules on idle land management. Furthermore, the
Ministry of Land and Resources issued a Notice on Restricting the Administration of Construction
Land and Promoting the Use of Approved Land (< B fige A% % 5% F Hh 45 BRI A 4k 17 >R A 4 A1) A
M#EEN)) in August 2009, which reiterated the applicable rules with regard to idle land
management. On June 1, 2012, the Ministry of Land and Resources promulgated the revised
Measures on the Disposal of Idle Land ({[#] & + i & ##7%)), which went into effect July 1,
2012. These further measures may prevent competent land authorities from accepting any
application for new land use rights or processing any title transfer transaction, lease transaction,
mortgage transaction or land registration application with respect to idle land prior to the
completion of the required rectification procedures.
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We cannot assure you that circumstances leading to the repossession of land or delays in the
completion of a property development will not arise in the future. If our land is repossessed, we
will not be able to continue our property development on the forfeited land, recover the costs
incurred for the initial acquisition of the repossessed land or recover development costs and other
costs incurred up to the date of the repossession. In addition, we cannot assure you that regulations
relating to idle land or other aspects of land use rights grant contracts will not become more
restrictive or punitive in the future. If we fail to comply with the terms of any land use right grant
contract as a result of delays in project development, or as a result of other factors, we may lose the
opportunity to develop the project, as well as our past investments in the land, which could
materially and adversely affect our business, financial condition and results of operations.

If we are unable to successfully retain the services of our current personnel and hire, train
and retain senior executives or key personnel, our ability to develop and successfully market
our products may be impaired.

The success and growth of our business has depended significantly on our ability to identify,
hire, train and retain suitable employees with capable skills and qualifications, including
management personnel with relevant professional skills. We rely on them to continue to develop
our business. We provide incentives to attract and retain management and experienced personnel to
meet the future development needs. In addition, if any Director or any member of our senior
management team or any of our other key personnel joins a competitor or carries on a competing
business, we may lose customers and additional key staff members. However, as the competition is
fierce in China for senior management and key personnel with extensive experience in property
development, if a large number of directors and senior management resign, and we fail to find a
suitable candidate, our business may be adversely affected.

Potential liability for health and environmental problems could result in delay in the
development of our properties.

We are subject to a variety of laws and regulations concerning the protection of health and the
environment. As required by PRC laws, independent environmental consultants have conducted
environmental impact assessments at all of our construction projects and environmental impact
assessment documents were submitted to the relevant government authorities for approval before
commencement of construction. The local authorities may request a developer to submit the
environmental impact documents, issue orders to suspend the construction and impose a penalty
for a project where environmental impact assessment documents have not been approved before
commencement of construction.

As required by PRC laws and regulations, property projects with GFA in excess of 50,000
sq.m. or in environmentally sensitive regions or areas are required to undergo environmental
assessments and the related assessment document must be submitted to the relevant government
authorities for approval before commencement of construction. For other property projects, we are
required to file the environmental impact registration form for record-filing. If we failed to meet
such requirements, local authorities may issue orders to stop construction and based on the
circumstances of the violation and the consequences thereof, impose on us a fine of between one to
five percent of the total investment amount of the project, and may also issue orders to restore the
original conditions before the construction; and the persons directly in charge and other directly
responsible persons of us shall be subject to administrative sanctions under the law. After the
completion of construction, we are required to make an acceptance check of the environmental
protection facilities and prepare an acceptance report according to the standards and procedures
stipulated by the competent administrative department of environmental protection under the State
Council. When making an acceptance check of environmental protection facilities, we are required
not to commit fraud. We are also required to make the acceptance report publicly available in
accordance with the law unless we are required to keep confidential according to national
provisions. If we cannot make an acceptance check of environmental protection facilities in due
course, the development of our projects may be delayed.
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We may be subject to fines due to the lack of registration of our leases.

Pursuant to the Administrative Measures for Commodity House Leasing (7 /it 75 /& il & & #1
#EIE), which became effective on February 1, 2011, parties to a lease agreement are required to file
the lease agreements for registration and obtain property leasing filing certificates for their leases.
We lease certain properties from third parties mainly for our office use. The failure to register the
lease agreements does not affect the validity of the lease agreements under the relevant PRC laws
and regulations. However, we cannot assure you that legal disputes or conflicts concerning such
leases and tenancies will not arise in the future. In addition, we may be required by relevant
government authorities to file the lease agreements for registration and may be subject to a fine for
non-registration within the prescribed time limit, which may range from RMB 1,000 to RMB 10,000
per lease agreement. The occurrence of any of the above conflicts or disputes or the imposition of
the above fines could require us to make additional efforts and/or incur additional expenses, any of
which could materially and adversely impact our business, financial condition and results of
operations. The registration of these lease agreements to which we are a party requires additional
steps to be taken by the respective other parties to the lease agreement which are beyond our
control. We cannot assure you that the other parties to our lease agreements will be cooperative and
that we can complete the registration of these lease agreements and any other lease agreements that
we may enter into in the future.

Our current insurance coverage may not be adequate to cover all risks related to our
operations.

Consistent with what we believe to be the industry norm for the property development
industry in the PRC, we do not maintain insurance coverage against destruction of or damage to
our properties, no matter whether they are under development or held for sale other than those over
which our lending banks have securities interests or for which we are required to maintain
insurance coverage under the relevant loan agreements. In addition, we do not maintain insurance
against any liability arising from allegedly tortious acts committed on our work sites. If we suffer
any losses, damages or liabilities in the course of our business operations, we may not have
adequate insurance coverage to provide sufficient funds to cover any such losses, damages or
liabilities or to replace any property that has been destroyed. Therefore, there may be instances
when we will sustain losses, damages and liabilities because of our lack of insurance coverage,
which may in turn adversely affect our financial condition and results of operations.

We rely on external contractors and suppliers to deliver our projects on time and up to our
specified quality standards.

We engage external construction contractors, construction supervision companies, other
service providers and suppliers to provide us with construction and related services and various
types of construction materials as well as other services such as design and landscaping. We select
general contractors for most of our property projects through tender by invitation. In 2018, 2019
and 2020, certain of our properties were constructed by Henan Zensun Corporate Development
Group Co., Ltd.

We endeavor to engage companies with a strong reputation and track record, high
performance and adequate financial resources. However, we cannot assure you that the services
rendered or materials supplied by any of these external contractors and suppliers will always be
satisfactory or meet our quality requirements. Our construction contractors may fail to provide
satisfactory services at the level of quality or within the timeline required by us. In addition,
completion of our property developments may be delayed, and we may incur additional costs in
respect of remedial actions to be taken (including the replacement of such contractors) as well as
potential compensation payable to our customers in the event of any delay in completion of our
property developments, which could adversely affect the cost structure and development schedule
of our projects and could have a negative impact on our reputation, credibility, financial position
and business operations. In addition, as we are expanding our business into other geographical
locations in the PRC, there may be a shortage of contractors that meet our quality standards and
other selection criteria in such locations and, as a result, we may not be able to engage a sufficient
number of high-quality contractors in a timely manner, which may adversely affect the
construction schedules and development costs of our property development projects.
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We incur maintenance and operating costs in operating our investment properties, which
may increase.

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

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

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

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

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

Our investment properties may encounter temporary closures, reduced turnover or lower
occupancy rates as a result of repairs, refurbishments and/or the redevelopment or
renovation of the properties or neighboring properties.

Our investment properties may require repairs and refurbishments which may require
significant capital expenditures. Our investment properties may need to undergo redevelopment or
renovation works from time to time to retain their attractiveness and may also require maintenance
or repairs. Such repairs, refurbishments, redevelopments or renovations of our investment
properties may impact on our ability to attract tenants at our investment properties. In some
circumstances, such repairs, refurbishments, redevelopments or renovations may require the
temporary closure of an investment property or certain facilities within our investment properties.
As a result, during the period of any such repairs, refurbishments, redevelopments or renovations,
we may experience a reduction in the occupancy rates and/or rental income of the investment
properties.
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Furthermore, buildings neighboring any of our investment properties may be demolished or
redeveloped for alternative uses, which may cause disruption to our investment properties. This
may in turn negatively impact the revenue, attractiveness and valuation of our investment
properties. Furthermore, any development or redevelopment of neighboring properties could add
properties that compete with our investment properties. The occurrence of any of the above
circumstances could have a material adverse effect on our business, financial condition, results of
operations and prospects.

We may be involved in legal and other disputes arising out of our operations and may face
significant liabilities as a result.

We may be involved from time to time in disputes with various parties involved in the
development and the sale of our properties, including (without limitation) contractors, suppliers,
construction workers, original residents, partners, banks and purchasers. These disputes may lead
to protests and may result in damage to our reputation, substantial costs and diversion of resources
and management’s attention. As most of our projects are comprised of multiple phases, purchasers
of our properties in earlier phases may commence 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 compliance issues with
regulatory bodies in the course of our operations, which may subject us to administrative
proceedings and unfavorable decrees that result in liabilities and cause delays to our property
developments. See “Business — Legal Proceedings.” We may be involved in other proceedings or
disputes in the future that may have an adverse effect on our business, financial condition, results
of operations or cash flows.

We may be exposed to intellectual property infringement, misappropriation or other claims
by third parties and deterioration in our brand image which could adversely affect our
business.

We believe that we have built an excellent reputation in our markets for the quality of our
various product series. We have also placed great importance on the continuous enhancement of
our brand name and the increase in our brand recognition. Brand value, which is based largely on
consumer perceptions with a variety of subjective qualities, can be damaged even by isolated
business incidents that degrade consumers’ trust. Consumer demand for our properties and our
brand value could diminish significantly if we fail to preserve the quality of our properties, fail to
deliver a consistently positive consumer experience, are exposed to intellectual property
infringement claims or are perceived to act in an unethical or socially irresponsible manner. Any
decrease in brand value, or any failure to establish our brand in provinces and cities in which we
currently operate, may have a material adverse effect on our business, financial condition and
results of operations. Our brand strategy also depends on our ability to use, develop and protect our
intellectual properties, such as our trademarks. See “Business — Intellectual Property.” We cannot
assure you that we will not be subject to trademark litigation or disputes in the future. The defense
and prosecution of intellectual property lawsuits and related legal and administrative proceedings
can be both costly and time-consuming and may significantly divert our resources and the time and
attention of our management personnel. An adverse ruling in any such litigation or proceedings
could subject us to significant liabilities to third parties, require us to seek licenses from third
parties and to pay ongoing royalties, or subject us to injunctions prohibiting the use of such name
and/or logo.

We may be subject to fines or penalties if we fail to comply with any applicable laws, rules or
regulations.

Historically, we experienced certain non-compliance incidents. For example, we commenced
or proceeded with construction work with respect to certain of our property projects before
completing requisite administrative procedures and/or obtaining requisite permits. We commenced
construction work with respect to certain of our property projects before being reviewed by the
administrative department of planning. We also experienced non-compliance in connection with
violation of advertising law and pricing issues. We were subject to penalties or ordered to rectify
such non-compliances, as the case may be. We cannot assure you that our internal control measures
will be effective and there will not be any non-compliance incidents in the future. In addition, PRC
laws, rules or regulations governing our industry have been evolving rapidly, and we cannot assure
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you that we will not be subject to fines or penalties arising from non-compliance incidents if we
fail to adapt to the new regulatory regime in a timely manner, or at all, which may have a material
adverse effect on our business, financial condition and results of operations.

We may not be able to prevent or detect actions by our employees or agents which violate
applicable anti-corruption laws and regulations.

Bribery and other misconduct by our employees or agents may be difficult to prevent or to
detect on a timely basis, or at all. Although we have put in place relevant internal control measures
aimed at preventing our employees and agents from engaging in conduct which would violate
applicable anti-corruption laws and regulations, we cannot assure you that we will be able to
prevent or detect such misconduct. Such misconduct by our employees or agents could subject us
to financial losses and harm its business and operations. In addition to potential financial losses,
such misconduct could subject us to third party claims and regulatory investigations. Any of the
foregoing could have a material adverse effect on our business, financial condition, results of
operations and prospects.

If we fail to implement effectively our risk management and internal control policies and
procedures, our business and prospects may be materially and adversely affected.

We continually enhance our risk management and internal control policies and systems as
part of a continuous effort to improve our risk management capabilities and enhance our internal
controls. However, we cannot assure you that our risk management and internal control policies
and procedures will adequately control or protect us against all risks. Some of these risks are
unforeseeable or unidentifiable and may be more severe than what we may anticipate.

Our risk management capabilities and ability to effectively monitor legal compliance and
other risks are restricted by the information, tools, models and technologies available to us.
Moreover, our employees will require time to adjust to these policies and procedures and we
cannot assure you that our employees will be able to consistently comply with or accurately apply
them. If our risk management and internal control policies, procedures and systems fail to be
implemented effectively, or if the intended results of such policies, procedures and systems are not
achieved in a timely manner (including our ability to maintain an effective internal control
system), our business, financial condition, results of operations and reputation may be materially
and adversely affected.

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

As a property developer in the PRC, we are subject to a variety of laws and regulations
concerning the marketing and promotion of our property development projects, our business and
our brand image. If any of our advertisements are considered to be untruthful, we will be subject to
penalties and will be required to cease publishing the advertisements and eliminate adverse effects
by publishing notice in the same media or in media with equivalent significance to correct the
previous false advertisements and clarify the truth. In addition, any false advertising may cast
doubt on our other disclosure, advertisements, filings and publications, and may deteriorate our
brand name and reputation and consequently materially and adversely affect our business,
financial condition and results of operations.

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

We may be subject to and associated with negative publicity, including those on the Internet,
with respect to our corporate affairs and conduct related to our personnel, the real estate market we
operate or intend to operate. We may also be subject to negative reports or criticisms by various
media. We make no representation as to the appropriateness, accuracy, completeness or reliability
of any such information or publication. Nonetheless, any negative coverage, whether or not related
to us or our related parties and regardless of truth or merit, may have an impact on our reputation
and consequently, may undermine the confidence of our customers and investors in us, which may
in turn materially and adversely affect our business, financial condition, results of operations and
prospects.
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The land use rights in respect of our land bank will not be formally vested in us until we have
received the relevant formal land use rights certificates. Any failure or delay in obtaining the
formal land use rights certificate may materially adversely affect our business, financial
condition and results of operations.

Under current PRC land grant policies, the relevant authorities generally will not issue the
formal land use rights certificates until the developer (i) has paid the land premium in full; (ii) has
completed the resettlement process; and (iii) is in compliance with other land grant conditions. As
of December 31, 2020, we had not yet obtained the land use rights certificates for a portion of our
land bank. We are undergoing customary procedures for obtaining the land use rights certificates
for these properties. Under current land grant policies, we will be allowed to commence
development of these properties as soon as we have paid the land premium and obtained other
required approvals and permits. However, the land use rights regarding these properties and land
that we may acquire in the future will not be formally vested to us until we have received the
corresponding formal land use rights certificates. We may be required to pay land grant fees and
obtain land use rights certificates in the future regarding the land on which such properties are
located. There can be no assurance that there will not be delays in the authorities’ issuance of the
formal land use rights certificates regarding these properties. Any failure or delay in obtaining the
formal land use rights certificate will adversely affect our property development schedule and our
business development plan and may have a material adverse effect on our business, financial
condition and results of operations.

The construction of our property projects may be affected if cultural relics are discovered
under our construction sites.

Henan Province was in the past a political, economic and cultural center of China, with
Zhengzhou, Luoyang, Kaifeng and Anyang being the capital cities during a number of dynasties.
Accordingly, Henan Province is home to a large quantity of valuable cultural relics and historic
sites. A majority of the parcels of land we acquired or have contracted to acquire are located in
Henan Province. Pursuant to the Cultural Relics Protection Law of the PRC (9 #& A [ 1 B )
{&7#1%) and the Implementing Rules of the Cultural Relics Protection Law in Henan Province
(7T B B it N R AL N [ S AR R ), we shall request the local department of cultural
relics administration to organize surveys on certain archaeological sites that are involved before
commencement of major construction projects. If any cultural relics are discovered beneath our
development sites during our construction process, such discovery shall be immediately reported
to the local department of cultural relics administration and construction shall be immediately
suspended or partly suspended for archaeological surveying. The completion of our property
projects may be delayed as a result. If an underground discovery is classified as “highly valuable”
by archaeologists and a parcel of land is considered to be of public interest by reason of its
historical or archaeological significance, the parcel of land will be returned to the local
government and the entire project will be have to be relocated. Pursuant to the Land Administration
Law of the PRC ("% AR ALFIE + #h4 #%), the local PRC Government shall provide
compensation to the property developer for any return of a parcel of land to the local PRC
Government. However, we may not recover the full amount of the acquisition cost which we paid
for the parcel of land or any amount expended for the development of the site.

We discovered historic relics in our Zensun Orchids Mansion (Valley-view Garden)
construction site in 2018 and the construction was thus delayed by approximately six months. We
cannot assure you that we will not experience such problems in the future again. In such event, our
business, financial condition and results of operations may be materially adversely affected.

RISKS RELATING TO OUR INDUSTRY

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

Our business is subject to extensive governmental regulation and, in particular, we are
sensitive to policy changes in the PRC property sector. The PRC government exerts considerable
direct and indirect influence on the growth and development of the PRC property market through
industry policies and other economic measures, such as setting interest rates, controlling the
supply of credit by changing bank reserve ratios and implementing lending restrictions, increasing
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tax and duties on property transfers and imposing restrictions on foreign investment and currency
exchange. Since 2004, the PRC and local governments introduced a series of regulations and
policies designed to generally control the growth of the property market, including, among others:

° strictly enforcing the idle land-related laws and regulations;

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

o prohibiting commercial banks from lending funds to real estate developers with an
internal capital ratio lower than certain prescribed percentage;

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

e  limiting the maximum amount of monthly mortgage and the maximum amount of total
monthly debt service payments of an individual borrower;

° imposing a business tax levy on the sales proceeds for second-hand transfers subject to
the length of holding period and type of properties;

° raising the minimum percentage of down payment of the purchase price of the
residential property of a family;

° restricting purchasers from acquiring second and more residential properties and
imposing property purchase restrictions on non-local residents who cannot provide any
proof of local tax or social security payments for more than a specified time period in
certain cities; and

° restricting the availability of individual housing loans in the property market to
individuals and their family members with more than one residential property, and
raising interest rates of such loans.

These and other measures, including additional requirements for pre-sales and restricting the
use of funds raised by pre-sales, made the properties we developed more costly, unattractive or
even unavailable to certain of our customers. In addition, since January 2010, policies
implemented by the PRC government with regard to bank loans and trust financing arrangements
for property development projects have had, and may continue to have, a dampening effect on the
property markets in which we operate. These measures resulted in downward pressure on the PRC
property market starting in the second half of 2011 and reduced transaction volumes in the first
quarter of 2012.

Following the market fluctuations in the face of temporary easing of some restrictions by
local governments in the second and third quarters of 2012, the property price and transaction
volume increased in the last quarter of 2012 and the first quarter of 2013. On February 20, 2013,
the General Office of the State Council announced the Notice on Further Regulation of the Real
Estate Market (€[5 Bt HF/N B8 B i A 28 M i 5 b 78 71 35 9 455 TA/EW38 A1), According to such
notice, local governments shall increase the supply of housing properties and lands, and set price
control targets in cities with rapidly increasing property prices. In addition, the notice also requires
the local government to strictly implement existing purchase restrictions and differentiated credit
policies with regard to the down payment ratios and interest rates for mortgages for second and
more residential property. If the property price increases too quickly, the local government may
further increase interest rates and down payment ratio for mortgages for second and more
properties. For cities with existing purchase restrictions, the city municipals shall impose further
restrictions. For cities with no purchase restrictions, the provincial governments must require these
cities to promptly adopt purchase restrictions. The tax, building and construction authorities are
required to coordinate to ensure that the 20% individual income tax on the difference between the
sales proceeds and the original purchase price for the sale of second-hand properties is strictly
implemented. These policies aim to serve to restrain the trend of excessive increase in housing
prices. At the end of 2013, a new round of policies aiming at promoting affordable housing and
discouraging speculative investments in residential properties was announced in a number of large
cities in China, including Beijing, Shanghai, Guangzhou, Shenzhen, Zhengzhou, Nanchang,
Fuzhou, Xiamen, Nanjing and Hangzhou.
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The PRC government has eased certain restrictive measures starting in the third quarter of
2014 to foster the growth of the residential property market in China, encourage transactions and
reduce idle housing inventories. However, such measures have resulted in signs of overheating in
the property markets in first-and certain second-tier cities. As a response, in certain first-and
second-tier cities including Shanghai, Shenzhen, and Suzhou, local governments have again
enhanced restrictive measures such as raising the minimum percentage of down payment of the
purchase price of the second and more residential property of a family, requiring longer social
insurance records in such cities for citizens whose household registration were not in such cities,
and restriction on the percentage of price increases by real estate developers during a year. In 2015,
the PRC government raised percentage of down payment and changed the calculation base of
business tax concerning transfer of individual housing, pursuant to which, where an individual
sells a property purchased within two years, business tax shall be levied on the full amount of the
sales income; where an individual sells a non-ordinary property that was purchased more than two
years ago, business tax shall be levied on the difference between the sales income and the original
purchase price of the house; the sale of an ordinary residential property purchased by an individual
more than two years ago is not subject to such business tax. In 2016, such tax policies have been
further refined.

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

On April 1, 2017, the Ministry of Land and Resources and Ministry of Housing and
Urban-Rural Development issued the Circular of the Ministry of Housing and Urban-Rural
Development and the Ministry of Land and Resources on Tightening the Management and Control
over Intermediate Residential Properties and Land Supply ({f: 5 WAREE R ~ B 1 & 5 EB BH L
Jone 2T JA A3 T B P b 48 18 A PR AR 45 A B AR A% 1)), To maintain a housing supply-demand
balance, cities facing serious demand over supply and overheating market shall increase the supply
of housing land, especially for ordinary commercial houses; and cities with excessive housing
supply shall reduce or suspend the land supply for housing. All the local governments shall build
inspection systems to monitor the source of funds for land acquisition to ensure that the real estate
developers use their own legal funds to purchase lands. These measures reduced the transaction
volumes in certain major cities in the PRC in the second quarter of 2017.

On May 21, 2021, the Ministry of Finance (the “MOF”), the Ministry of Natural Resources,
the State Taxation Administration of the PRC (the “STA”) and the PBOC jointly issued the “Notice
on Relevant Issues to Allocate the Tax Administrations to Collect Four Non-tax Governmental
Revenues including State-owned Land Use Rights Grant Premiums, Mineral Resources Special
Revenues, Sea Area Use Premiums and Uninhabited Islands Use Premiums” (B 7 8% B A 1+ b
HE L RSO ~ B R PR ELTE A ~ A T A R R A O T < P T AT A S R 5
BB P EOCAT B 8] A A9 4 F0) under which, the tax administrations, will be responsible for the
collection of, among others, state-owned land use rights premiums. The pilot scheme has taken
effect from July 1, 2021 in certain selected provinces and will be carried out nationwide from
January 1, 2022. We cannot assure you that such scheme will not have any material impact on the
regional and local government’s land grant process and other aspects of property development in
general in the PRC, which may in turn adversely affect our operations in the regions affected.

—44 —



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

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

We cannot assure you that the PRC government will relax the existing restrictive measures,
impose and enhance the restrictive measures, or impose other restrictive policies, regulations or
measures in the future. The existing and other future restrictive measures may limit our access to
capital, reduce market demand for our products and increase our finance costs, and any easing
measures introduced may also not be sufficient. If we fail to adapt our operations to new policies,
regulations and measures that may come into effect from time to time with respect to the real
property industry, or such policy changes negatively impact our business, our financial condition,
results of operations and prospects may be materially and adversely affected.

The PRC property market industry is highly competitive.

The property market in Zhengzhou and other cities where we have operations or plan to
expand our operations has been highly competitive. Domestic and overseas property developers
have entered the property development markets in these cities where we have operations. We
compete with them with respect to a number of factors, including land acquisition, brand
recognition, financial resources, ASP, product design and quality. We may seek to further enhance
our market presence in these cities amid intense competition.

In recent years, a large number of property developers have begun to undertake property
development and investment projects in the PRC. These include major domestic and overseas
property developers, as well as state-owned and private property developers, including a number of
leading Hong Kong property developers. Many of our competitors, including top-tier domestic
developers and foreign developers, may have greater financial and other capital resources,
experience, marketing and other capabilities and/or name recognition than us. Our existing and
potential competitors vary among the different cities in which we operate. Certain local
competitors may have extensive local knowledge and business relationships and/or a longer
operational track record in the relevant local markets than we do. Competition among property
developers may cause an increase in land costs and raw material costs, shortages in quality
construction contractors, surplus in property supply leading to property price decline, further
delays in issuance of governmental approvals, and higher costs to attract or retain talented
employees, all of which may materially and adversely affect our business. There can be no
assurance that we will be able to compete successfully in the future against our existing or
potential competitors or that increased competition with respect to our activities may not have a
material adverse effect on our financial condition and results of operations.
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RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

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

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

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

The PRC economy has been transitioning from a planned economy to a market-oriented
economy. For the past three decades, the PRC government has implemented economic reform
measures emphasizing the utilization of market forces in the development of the PRC economy.
Many of the economic reforms carried out by the PRC government are unprecedented or
experimental and are expected to be refined and improved over time. The PRC economy has grown
significantly in recent decades, but we cannot assure you that this growth will continue or continue
at the same pace. In addition, demand for our services and our business, financial position and
results of operations may be adversely affected by (i) political instability or changes in social
conditions in the PRC, (ii) changes in laws, regulations or policies or the interpretation of laws,
regulations or policies, (iii) measures which may be introduced to control inflation or deflation,
(iv) changes in the rate or method of taxation, and (v) imposition of additional restrictions on
currency conversion and remittances abroad.

In May 2017, Moody’s downgraded China’s sovereign credit rating for the first time since
1989 and changed its outlook from stable to negative, citing concerns on the country’s rising levels
of debt and expectations of slower economic growth. The full impact of the Moody’s downgrade
remains to be seen, but the perceived weaknesses in China’s economic development model, if
proven and left unchecked, would have profound implications. In September 2017, S&P Global
Ratings downgraded China’s sovereign credit rating for the first time since 1999, citing similar
concerns. The full impact of such actions by international rating agencies remains to be seen, but
the perceived weaknesses in China’s economic development model, if proven and left unchecked,
would have profound implications. If China’s economic conditions worsen, or if the banking and
financial systems experience difficulties from over-indebtedness, businesses in China may face a
more challenging operating environment. Our business, financial condition and results of
operations may be adversely affected by:

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

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

° changes in laws and regulation or the interpretation of laws and regulations;
° measures that may be introduced to control inflation or deflation;
° changes in the rate or method of taxation;

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

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

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

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

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

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

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

The outlook for the world economy and financial markets remains uncertain. In Europe,
several countries are facing difficulties in refinancing sovereign debt. In the United States, the
unemployment rate remains relatively high. In Asia and other emerging markets, some countries
are expecting to increase inflationary pressure as a consequence of liberal monetary policy or
excessive foreign fund inflow and outflow, or both. In the Middle East, Eastern Europe and Africa,
political unrest in various countries has resulted in economic instability and uncertainty. PRC’s
economic growth may also slow down due to weakened exports as well as recent developments
surrounding the trade war with the United States. In 2018 and 2019, the U.S. government, under
the administration of President Donald J. Trump, imposed several rounds of tariffs on cumulatively
US$550 billion worth of Chinese products. In retaliation, the Chinese government responded with
tariffs on cumulatively US$185 billion worth of U.S. products. In addition, in 2019, the U.S.
government restricted certain Chinese technology firms from exporting certain sensitive U.S.
goods. The Chinese government lodged a complaint in the World Trade Organization against the
U.S. over the import tariffs in the same year. The trade war created substantial uncertainties and
volatilities to global markets. On January 15, 2020, the U.S. and Chinese governments signed the
U.S.-China Economic and Trade Agreement (the “Phase I Agreement”). Under the Phase I
Agreement, the U.S. agreed to cancel a portion of tariffs imposed on Chinese products, China
promised additional purchases of U.S. goods and services, and both parties expressed a
commitment to further improving various trade issues. Despite this reprieve, however, it remains to
be seen whether the Phase I Agreement will be abided by both governments and successfully
reduce trade tensions. If either government violates the Phase I Agreement, it is likely that
enforcement actions will be taken and trade tensions will escalate. Furthermore, additional
concessions are needed to reach a comprehensive resolution of the trade war. The amicable
resolution of the trade war remains elusive, and the lasting impact it may have on PRC’s economy
and the real estate industry in which we operate remains uncertain.

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

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

The Notes are denominated in U.S. dollars, while substantially all of our revenue is
denominated in Renminbi. Pursuant to reforms of the exchange rate system announced by the
PBOC on July 21, 2005, Renminbi-to-foreign currency exchange rates are allowed to fluctuate
within a narrow and managed band against a basket of foreign currencies, rather than being
effectively linked to the U.S. dollar. Further, from May 18, 2007, the 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. This allows
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 and to

— 48 —



2.0% on March 17, 2014. These changes in currency policy resulted in Renminbi appreciating
against the U.S. dollar and the H.K. dollar by approximately 33% from July 21, 2005 to December
31, 2014. The International Monetary Fund announced on September 30, 2016 that the Renminbi
joins its Special Drawing Rights currency basket. Such change and additional future changes may
increase the volatility in the trading value of the Renminbi against foreign currencies. The PRC
government may adopt further reforms of its exchange rate system, including making the Renminbi
freely convertible in the future. If such reforms were implemented and resulted in devaluation of
Renminbi against the U.S. dollar, our financial condition and results of operations could be
adversely affected because of our U.S. dollar-denominated indebtedness. Such a devaluation could
also adversely affect the value, translated or converted into U.S. dollars or otherwise, of our
earnings and our ability to satisfy our obligations under the Notes.

There are limited hedging instruments available in China to reduce our exposure to exchange
rate fluctuations between Renminbi and other currencies. To date, we have not entered into any
hedging transactions to reduce our exposure to such risks. Following the offering of the Notes, we
may enter into foreign exchange or interest rate hedging arrangements in respect of our U.S.
dollar-denominated liabilities under the Notes. These hedging arrangements may require us to
pledge or transfer cash and other collateral to secure our obligations under the arrangements, and
the amount of collateral required may increase as a result of mark-to-market adjustments. The
Initial Purchasers and their respective affiliates may enter into such hedging arrangements
permitted under the Indenture, and these arrangements may be secured by pledges of our cash and
other assets as permitted under the Indenture. If we were unable to provide such collateral, it could
constitute a default under such hedging arrangements.

We may not have adequate financing, whether through bank loans or other arrangements, to
fund our property developments, and such capital resources may not be available on
commercially reasonable terms, or at all.

Property development is capital intensive. We finance our property development projects
primarily through proceeds from sales of properties and bank borrowings. We may also access the
capital markets to raise further financing. Our ability to obtain external financing in the future is
subject to a variety of uncertainties, many of which are beyond our control, including:

° the condition of the international and domestic financial markets and financing
availability;

° obtaining the necessary PRC government approvals to raise financing in the domestic or
international markets;

° our future financial condition, results of operations and cash flow;
° general economic conditions in the PRC;
o performance and outlook of the property development industry in the PRC;

o changes in the monetary policy of the PRC government with respect to bank interest
rates;

° lending practices and conditions; and

o changes in policies regarding regulation and control of the property market.
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We cannot assure you that we will be able to meet our sales targets or that banks or other
lenders will grant us sufficient financings in the future as we expect. Accordingly, we may not be
able to raise enough funds for our continuing operations, existing and future capital expenditure
requirements, acquisition and investment plans and other funding requirements.

There are certain PRC laws and regulations which govern financing policies on PRC financial
institutions for the property development sector and tighten the criteria for banks to provide loans
to property development enterprises and limit the accessibility of bank financing to our
development projects. Please refer to the section headed “Regulation” in this offering
memorandum.

On December 28, 2020, PBOC and CBIRC jointly promulgated the Notice of PBOC and
CBIRC on Establishing a Centralization Management System for Real Estate Loans of Banking
Financial Institutions (CH BN RERAT ~ oo B SR AT R By s B4 38 25 B € BRI 2 57 4R AT 35 4 Rl i
T 5 b B S T R BRI BE A 4 A1) ), which requires a PRC financial institution (excluding its
overseas branches) to limit the amount of real estate loans and personal housing mortgage loans it
lends to a proportion calculated based on the total amount of RMB loans extended by such
financial institution. A relevant financial institution will have a transition period of two years or
four years to comply with the requirements depending on whether such financial institution
exceeded 2% of the legal proportion based on the statistical data relating to such financial
institution as of December 31, 2020. Under the notice, PBOC and CBIRC will have the authority to
take measures such as, among other things, imposing additional capital requirements on and
reallocating the weight adjustments relating to the risk of real estate assets for financial
institutions that fail to rectify the proportion requirements within a certain period.

The PRC government may further tighten financing policies on PRC financial institutions for
the property development sector. More recently, there were reports that the PRC government may
start to restrict financing available to property developers by reference to leverage ratios such as
gearing ratios. These property-related financing policies may limit our ability and flexibility to use
bank borrowings to finance our property projects and therefore may require us to maintain a
relatively high level of internally generated cash.

We cannot assure you that the PRC government will not introduce other initiatives, which
may further limit our access to capital and the ways we finance our property development projects,
or that we will be able to secure adequate financing or renew our existing credit facilities prior to
their expiration on commercially reasonable terms, or at all. If we fail to secure adequate financing
or renew our existing loans prior to their expiry as a result of these governmental actions and
policy initiatives, there may be a material adverse effect on our business, results of operations and
financial condition.

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

On April 28, 2013, SAFE issued the Measures for the Administration of Foreign Debt
Registration (/M&E &5t & HHEL) (“Notice No. 19”). Notice No. 19 stipulate, among other things,
(i) that SAFE will no longer process foreign debt registrations and applications for the purchase of
foreign exchange submitted by foreign-invested real estate enterprises which obtained approval
certificates from and registered with MOFCOM on or after June 1, 2007; (ii) the foreign-invested
real estate enterprises found before June 1, 2007 may borrow foreign debt within the scope of
original difference between investment amount and registered capital pursuant to relevant laws and
regulations; if the difference between investment amount and registered capital after capital
increase is lower than the difference before capital increase, the latter shall be the standard; and
(ii1) if a foreign-invested real estate enterprise fails to obtain the State-owned Land Use Certificate
or the capital of the development project fails to reach 35% of the total investment of the project,
it shall not borrow foreign debts from abroad; SAFE shall not register foreign debts or approve the
settlement of foreign debts. These regulations effectively prohibit our ability to fund our PRC
subsidiaries by way of shareholder loans.
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In addition, equity contributions by us and our non-PRC subsidiaries to our PRC subsidiaries
will require registration from the commerce department of the local government, which may take
considerable time and delay the actual contribution to the PRC subsidiaries. This may adversely
affect the financial condition of the PRC subsidiaries and may cause delays to the development
undertaken by such PRC subsidiaries. We cannot assure you that we have obtained or will obtain in
a timely manner all relevant necessary approval certificates or registration for all our operating
subsidiaries in the PRC to comply with this regulation. Furthermore, we cannot assure you that the
PRC government will not introduce new policies that further restrict our ability to deploy, or that
prevent us from deploying, in China the funds raised outside of China.

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

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

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

On March 16, 2007, the PRC National People’s Congress, Chinese national legislature,
adopted a new tax law, the EIT Law, which became effective on January 1, 2008 and was amended
on February 24, 2017 and December 29, 2018. On December 6, 2007, the State Council issued the
Implementation Regulations of the PRC Enterprise Income Tax Law (the “Implementation
Regulations”), which also became effective on January 1, 2008 and as amended on April 23, 2019.

Under the EIT Law and Implementation Regulations, assuming that we are treated as a
non-PRC tax resident enterprise without an office or premises in the PRC, a withholding tax at the
rate of 10% will be applicable to any dividends paid to us by our PRC subsidiaries, unless we are
entitled to reduction or elimination of such tax, including by tax treaty. According to a tax treaty
between the PRC and Hong Kong, dividends paid by a foreign-invested enterprise in China to a
shareholder incorporated in Hong Kong may be subject to withholding tax at a rate of 5% if the
Hong Kong shareholder directly holds a 25% or more interest in the PRC enterprise and certain
other conditions are met, including that the Hong Kong shareholder is considered the beneficial
owner of such interest income. We cannot assure you, however, that the current tax treaty between
the PRC and Hong Kong will remain in place or that we will otherwise satisfy the conditions and be
able to enjoy a reduced withholding tax on dividends we receive from our PRC subsidiaries.

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

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

Substantially all of our management is currently based in China and may remain in China. In
April 2009, the PRC State Administration of Taxation promulgated a circular to clarify the
definition of “de facto management bodies” for enterprises incorporated overseas with controlling
shareholders being onshore enterprises or enterprise groups in China. However, it remains unclear
how the tax authorities will explain the regulation. Therefore, we may be treated as a PRC resident
enterprise for EIT purposes. The tax consequences of such treatment are currently unclear, as they
will depend on how PRC finance and tax authorities apply or enforce the EIT Law and the
Implementation Regulations.
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Our investment properties are located on land that is under long-term land use rights granted
by the PRC government. There is uncertainty about the amount of the land grant premium
that we will have to pay and additional conditions that may be imposed if we decide to seek an
extension of the land use rights for our investment properties.

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

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

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

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), H5N1 avian
flu or severe acute respiratory syndrome (“SARS”), the Ebola virus or, most recently, the
COVID-19 pandemic and other natural disasters which are beyond our control may 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, fire,
drought or epidemics. Our business, financial position and results of operations may be materially
and adversely affected if natural disasters or other such events occur. More recently, in July 2021,
there had been instances of flooding in Zhengzhou and other cities in Henan Province which have
caused economic loss and may affect our business and economic activities to a certain extent.
Cities which have been affected by the flood have carried out rescue and reconstruction activities
and local governments have introduced relevant policies to support enterprises. For example,
qualified enterprises would be allowed to delay the payments of three social insurance premiums.
We cannot assure you that such natural disaster will not have any material impact on our operations
in the regions affected, which may in turn adversely affect our business, financial condition and
results of operation.

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.
In addition, past occurrences of epidemics, depending on their scale, have caused different degrees
of damage to the national and local economies in China. 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
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various parts of the PRC, including several confirmed human cases and deaths. The COVID-19
pandemic which began at the end of 2019 has affected millions of individuals and adversely
impacted national economies worldwide, including China. Several cities in China where we have
significant land bank and operations had imposed travel restrictions in an effort to curb the spread
of the highly infectious COVID-19 pandemic. Given the uncertainties as to the development of the
outbreak at the moment, it is difficult to predict how long these conditions will exist and the extent
to which we may be affected. Furthermore, our properties or facilities may be required to be
suspended or quarantined, if there are clusters for the COVID-19 cases in our properties or
facilities or governmental ordinance to contain the outbreaks. Any of these circumstances will
result in material adverse impact on our business, financial condition, results of operations,
performance and prospects. Since April 2020, China and some other countries gradually lifted
stay-at-home orders and began to resume work and school at varying levels and scopes. The
outbreak is however far from over, and in different countries, is showing signs of resurgence and
further waves of infections are recorded everyday. Different countries continue to suffer the impact
of renewed lock-downs and other restrictive measures imposed by their governments in light of
further waves of infections, especially with the emergence of new variants such as the Delta
variant. There can be no assurance that any recovery momentum will continue in the future. A
recurrence of SARS or an outbreak of a health epidemic or contagious disease, including, for
example, the ongoing COVID-19 epidemic, could result in a widespread health crisis and restrict
the level of business activities in affected areas, which may in turn adversely affect our business,
results of operations and financial condition.

RISKS RELATING TO THE NOTES AND NOTES GUARANTEES

The Parent Guarantor is a holding company with no material operations and relies on its
operating subsidiaries to provide it with funds necessary to meet its financial obligations and
to pay dividends.

The Parent Guarantor is a holding company with no material direct operations. Its principal
assets are the equity interests it directly or indirectly holds in its operating subsidiaries, which own
its operating assets. As a result, it is dependent on dividends and other payments from its
subsidiaries to generate the funds necessary to meet its obligations under the Parent Guarantee. If
any of its subsidiary not guaranteeing the Notes incurs debt, the holders of such debt may be able
to impair the ability of such subsidiary to pay dividends or other distributions to the Parent
Guarantor and in turn impairs its ability to service its debts and the its ability to fulfil its
obligations under the Parent Guarantee.

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

We conduct substantially all of our business operations through our PRC subsidiaries but
none of our current PRC subsidiaries will provide a Subsidiary Guarantee either upon issuance of
the Notes or at any time thereafter. Therefore, almost all of our revenue and income (as shown in
our consolidated financial information included elsewhere in this offering memorandum) are
attributed to our PRC operating subsidiaries and any contribution from direct operations of the
Subsidiary Guarantors (or JV Subsidiary Guarantors) are immaterial. No future subsidiaries that
are organized under the laws of the PRC will provide a Subsidiary Guarantee or JV Subsidiary
Guarantee at any time in the future. In addition, certain of our offshore subsidiaries will not be
required to guarantee the Notes. As a result, the Notes will be effectively subordinated to all the
debt and other obligations, including contingent obligations and trade payables, of our PRC
subsidiaries and other 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.

Moreover, under the terms of the Notes, a Subsidiary Guarantee required to be provided by a
subsidiary of the PRC Parent Guarantor under the terms of the Notes may be replaced by a JV
Subsidiary Guarantee, following the sale or issuance to, or a purchase from, a third party of an
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equity interest in such subsidiary or its direct or indirect majority shareholders (subject to the
satisfaction of certain conditions). Recovery under the JV Subsidiary Guarantees provided by aJV
Subsidiary Guarantor and its shareholders and subsidiaries 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 Parent Guarantor. 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, including indebtedness that will be mature within one
year, and we may incur substantial additional indebtedness in the future, which could
adversely affect our financial health and our ability to generate sufficient cash to satisfy our
outstanding and future debt obligations on a timely manner.

We now have, and will continue to have after the offering of the Notes, a substantial amount
of indebtedness. As of December 31, 2020, our total borrowings amounted to RMB17,335.8
million (US$2,656.8 million). As of December 31, 2020, we had bank and other borrowings
amounting to RMB7,802.2 million (US$1,195.7 million) due within one year. As a result, we are
subject to refinancing risks against such maturing indebtedness. In 2019, we slowed down our land
acquisition to improve our leverage and cash flow. As a result, our land bank as of December 31,
2019 decreased as compared with our land bank as of December 31, 2018. In 2020, we sped up our
land acquisition to maintain the land bank for our continuous growth. We may need to incur more
external debt to fund our land acquisitions, which will increase our leverage. See “— Risks
Relating to Our Business — We may not be able to acquire land reserves in desirable locations that
are suitable for development at commercially acceptable prices in the future, which may affect our
business, financial condition, results of operations and prospects.” We cannot assure you that we
would be able to refinance our indebtedness, including those due in 2021, in a timely manner on
acceptable terms or at all. The risk is exacerbated by the current volatility in the global capital and
credit markets.

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

° limit our ability to satisfy our obligations under the Notes and other debt;
° increase our vulnerability to adverse general economic and industry conditions;

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

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

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

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

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 Indenture and the indentures governing the Existing Pari Passu
Secured Indebtedness (as defined in the “Description of the Notes”), our ability to incur additional
debt is subject to limitations on indebtedness and preferred stock covenants. Under such
covenants, we may incur (i) certain Permitted Indebtedness or (ii) additional indebtedness if we
can, among other things, satisfy the Fixed Charge Coverage Ratio. The Fixed Charge Coverage
Ratio is derived by dividing Consolidated EBITDA by Consolidated Fixed Charges. Because our
definition of Consolidated Net Income (which is a significant component of Consolidated
EBITDA) for the Notes includes our unrealized gains on valuation adjustments on our investment
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properties, our Consolidated EBITDA and therefore our ability to incur additional debt under such
covenants could be substantially larger when compared to other similarly situated PRC senior
notes issuers whose covenants may not include such unrealized gains in the definition of
consolidated net income. In addition, because our definition of Consolidated Interest Expense for
the Notes excludes, among others, the interest expense on indebtedness of third parties that we
guarantee (except to the extent that such interest expense is actually paid 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.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations
will depend upon our future operating performance, which will be affected by prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. We
anticipate that our operating cash flow will be sufficient to meet our anticipated operating expenses
and to service our debt obligations as they become due. However, we cannot assure you that we
will be able to generate sufficient cash flow for these purposes. We will be forced to adopt an
alternative strategy that may include actions such as reducing or delaying capital expenditures,
selling assets, restructuring or refinancing our indebtedness or seeking equity capital. These
strategies may not be instituted on satisfactory terms, if at all.

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

We may in the future designate certain subsidiaries as Unrestricted Subsidiaries under the
Indenture, which will not be subject to various covenants under the Indenture; and we and
our Restricted Subsidiaries may be able to make dividend payment in shares of our
Unrestricted Subsidiaries under the Indenture.

We have the flexibility under the terms of the Notes to designate any subsidiary in the
Restructuring Group (as defined under “Description of the Notes — Definitions”) as Unrestricted
Subsidiaries, subject to certain conditions. The effects of designation of an entity as an
Unrestricted Subsidiary include, but are not limited to:

e  the business, assets and liabilities of such entity will no longer be part of the credit
underlying the Notes;

o such entity will not be subject to the restrictive covenants applicable to Restricted
Subsidiaries under the Indenture;

° as applicable, the Subsidiary Guarantees of such entity 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 (as defined in the Indenture) of such entity will not be
included in the calculation of our Consolidated Interest Expense (as defined under
“Description of the Notes-Definitions”), other than such interest expenses on
indebtedness that is guaranteed and is actually paid by us or a Restricted Subsidiary.
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As a result of any such designation, the value of assets subject to the restrictive covenants
under the Indenture may decrease and the market pricing and trading of the Notes may be
materially affected. In addition, we will be able to pay dividends or make distributions on or with
respect to our or our Restricted Subsidiaries’ capital stock in shares of capital stock of any
Unrestricted Subsidiary, as long as there is no default at the time of, and after giving effect to, such
dividend payment or distribution under the Indenture. Accordingly, you are cautioned as to our
ability to designate further Unrestricted Subsidiaries subject to the conditions set forth in the
Indenture.

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

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

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

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

The eligibility for the reduced tax rates described above on payments from our PRC
subsidiaries to our Hong Kong subsidiary is subject to limitations, including that the Hong Kong
recipient company must be treated as the beneficial owner of the income and the PRC tax
authorities approve the reduced withholding rate. We cannot assure you that such approval will be
granted by the PRC tax authorities.

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

The Notes are subject to optional redemption by us.

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

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

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

We may from time to time make investments in joint ventures (including joint ventures in
which we may own more or less than a 50% equity interest) and such joint ventures may or may not
be Restricted Subsidiaries. Although the Indenture restricts us and our Restricted Subsidiaries
from making investments in Unrestricted Subsidiaries or minority joint ventures, these restrictions
are subject to important exceptions and qualifications, including, among others, that we may,
subject to certain conditions, make investments in any Unrestricted Subsidiaries and minority
owned joint ventures up to an aggregate amount equal to 25.0% of Total Assets (as defined in
“Description of the Notes”), without satisfying the Fixed Charge Coverage Ratio requirement. See
“Description of the Notes.”

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

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

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

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

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

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

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

We must offer to purchase the Notes upon the occurrence of a Change of Control, at a
purchase price equal to 101% of the principal amount plus any accrued and unpaid interest. See
“Description of the Notes — Repurchase of Notes Upon a Change of Control.” The source of funds
for any such purchase would be our available cash or third-party financing. However, we may not
have sufficient available funds at the time of the occurrence of any Change of Control to make
purchases of outstanding Notes. Our failure to make the offer to purchase or to purchase the
outstanding Notes would constitute an Event of Default under the Notes. The Event of Default
may, in turn, constitute an event of default under other indebtedness, any of which could cause the
related debt to be accelerated after any applicable notice or grace periods. If our other debt were to
be accelerated, we may not have sufficient funds to purchase the Notes and repay the debt.
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In addition, the definition of a Change of Control for purposes of the Indenture does not
necessarily afford protection for the holders of the Notes in the event of some highly leveraged
transactions, including certain acquisitions, mergers, refinancings, restructurings or other
recapitalizations. These types of transactions could, however, increase our indebtedness or
otherwise affect our capital structure or credit ratings. The definition of Change of Control for
purposes of the Indenture also includes a phrase relating to the sale of “all or substantially all” of
our assets. Although there is a limited body of case law interpreting the phrase “substantially all,”
there is no precise established definition under applicable law. Accordingly, our obligation to make
an offer to purchase the Notes and the ability of a holder of the Notes to require us to purchase its
Notes pursuant to the offer as a result of a highly leveraged transaction or a sale of less than all of
our assets may be uncertain.

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

Because we are incorporated, and the JV Subsidiary Guarantors (if any) may be incorporated,
under the laws of Hong Kong, an insolvency proceeding relating to us or any such JV Subsidiary
Guarantor, even if brought in the United States, would likely involve Hong Kong insolvency laws,
the procedural and substantive provisions of which may differ from comparable provisions of
United States federal bankruptcy law. In addition, the Issuer, our other Subsidiary Guarantors and
JV Subsidiary Guarantors (if any) are incorporated or may be incorporated in the BVI and the
insolvency laws of the BVI may also differ from the laws of the United States or other jurisdictions
with which the holders of the Notes are familiar.

We conduct substantially all of our business operations through PRC-incorporated
subsidiaries in China. The Subsidiary Guarantors, as equity holders in our PRC subsidiaries, are
necessarily subject to the bankruptcy and insolvency laws of China in a bankruptcy or insolvency
proceeding involving any of such PRC subsidiaries. Any JV Subsidiary Guarantors which become
equity holders of our PRC subsidiaries would also be subject to such laws. The PRC laws and
regulations relating to bankruptcy and insolvency and the legal proceedings in that regard may
significantly differ from those of the United States and other jurisdictions with which the holders
of the Notes are familiar. You should analyze the risks and uncertainties carefully before you invest
in our Notes.

The Notes Guarantees may be challenged under applicable financial assistance, insolvency or
fraudulent transfer laws, which could impair the enforceability of such Notes Guarantees.

Under bankruptcy laws, fraudulent transfer laws, insolvency or unfair preference or similar
laws in the Cayman Islands, 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:

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

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

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

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

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

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

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Notes Guarantors under the Notes Guarantees will be limited to
the maximum amount that can be guaranteed by the Notes Guarantor without rendering the
guarantee, as it relates to such Notes Guarantor, voidable under such applicable insolvency or
fraudulent transfer laws.

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

We may be unable to obtain and remit foreign exchange.

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

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

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

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

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

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

° issue or sell capital stock of Restricted Subsidiaries;

° guarantee indebtedness of Restricted Subsidiaries;

° sell assets;

° create liens;

° enter into sale and leaseback transactions;

o engage in any business other than permitted business;

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

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

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

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

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

The Trustee may request the holders of the Notes to provide an indemnity and/or security
and/or prefunding to its satisfaction.

In certain circumstances, the Trustee may at its sole discretion, request holders of the Notes to
provide an indemnity and/or security and/or prefunding to its satisfaction before it will take
actions on their behalf. The Trustee will not be obliged to take any such actions if not indemnified
and/or secured and/or prefunded to its satisfaction. Negotiating and agreeing to an indemnity
and/or security and/or prefunding can be a lengthy process and may impact on when such actions
can be taken. Further, the Trustee may not be able to take actions, notwithstanding the provision of
an indemnity or security or prefunding to it, in breach of the terms of the Indenture or in
circumstances where there is uncertainty or dispute as to such actions’ compliance with applicable
laws and regulations. In such circumstances, to the extent permitted by any applicable agreements
or applicable laws, it will be for the holders of the Notes to take such actions directly.

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

The ratings assigned to the Notes and our corporate ratings may be lowered or withdrawn in
the future.

The Notes are expected to be rated B3 by Moody’s Investors Service, Inc. (Moody’s). The
rating addresses our ability to perform our obligations under the Terms of the Notes and the credit
risks in determining the likelihood that payments will be made when due under the Notes. We have
been assigned a long-term corporate credit rating of B2 with a stable outlook by Moody’s. A rating
is not a recommendation to buy, sell or hold securities and may be subject to revision, suspension
or withdrawal at any time. In February 2021, Moody's downgraded our corporate family rating
from B1 to B2, and the rating outlook has been been changed to stable from negative, which
reflected Moody’s expectation that our credit metrics will likely deteriorate over the next six to 12
months to levels that are weak for our current rating. We cannot assure you that a rating will remain
for any given period of time or that a rating will not be lowered or withdrawn entirely by the
relevant rating agency in the future if in its judgment circumstances so warrant. We have no
obligation to inform holders of the Notes of any such revision, downgrade or withdrawal. A
suspension, reduction or withdrawal at any time of the rating assigned to the Notes may adversely
affect the market price of the Notes.

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

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

Unlike the holders of the Notes themselves, owners of book-entry interests will not have the
direct right to act upon our solicitations for consents, requests for waivers or other actions from
Noteholders. Instead, if you own a book-entry interest, you will be permitted to act only to the
extent you have received appropriate proxies to do so from Euroclear and Clearstream. The
procedures implemented for the granting of such proxies may not be sufficient to enable you to
vote on a timely basis.
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Similarly, upon the occurrence of an Event of Default under the Indenture, unless and until
definitive registered notes are issued in respect of all book-entry interests, if you own a book-entry
interest, you will be restricted to acting through Euroclear and Clearstream. The procedures to be
implemented through Euroclear and Clearstream may not be adequate to ensure the timely exercise
of rights under the Notes.

The unaudited interim condensed consolidated results of the Issuer for the six months ended
June 30, 2021 included in this Offering Memorandum (“Results Announcement”) have been
extracted from the Issuer’s announcement dated August 26, 2021. The unaudited condensed
consolidated financial information of the Issuer for the six months ended June 30, 2021 will
be included in the Issuer’s 2021 interim report, which is expected to be published later by the
Issuer pursuant to the rules of the Hong Kong Stock Exchange applicable to the Issuer. You
are advised therefore not to unduly rely on such Results Announcement.

The Issuer released its Results Announcement on August 26, 2021 in accordance with the
rules of the Hong Kong Stock Exchange as applicable to the Issuer, together with comparative
figures for the six months ended June 30, 2020. The Issuer has included the Results Announcement
in this Offering Memorandum for your information only. You should note that the Results
Announcement is preliminary in nature, does not include statements of changes in equity or
statements of cash flows, and includes only partial explanatory notes as required in accordance
with the rules of the Hong Kong Stock Exchange. The unaudited condensed consolidated financial
information of the Issuer for the six months ended June 30, 2021, together with a copy of the
auditors’ review report thereon, will be included in the Issuer’s 2021 interim report, currently
expected to be published in September 2021 in line with the relevant requirements of the Hong
Kong Stock Exchange. Accordingly, you should not unduly rely on the Results Announcement
included in this Offering Memorandum when you decide whether to invest in the Securities.
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USE OF PROCEEDS

We estimate that the gross proceeds from this offering, taking into account the issue price and
before deducting the underwriting discounts and commissions and other estimated expenses
payable by us in connection with this offering, will be approximately US$159.9 million, which we
plan to use for refinancing the existing medium to long term offshore indebtedness, which will
become due within one year.
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EXCHANGE RATE INFORMATION

China

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

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

for the periods indicated:

Noon buying rate

Period Period end Average High Low
(RMB per US$1.00)
2016 .. 6.9430 6.6549 6.9580 6.4480
2017 oo 6.5063 6.7564 6.9060 6.5063
2018 . 6.8755 6.6292 6.9737 6.2649
2019 . ..o 6.9618 6.9014 7.1786 6.6822
2020, .. 6.5250 6.8878 7.1681 6.5208
2021
March . ...... ... .. ... .. .... 6.5518 6.5109 6.5716 6.4932
April . ... ... oo o 6.4749 6.5186 6.5649 6.4710
May. ...... .. .. .. . . 6.3674 6.4321 6.4749 6.3674
June . ... 6.4566 6.4250 6.4811 6.3796
July. ... 6.4609 6.4763 6.5104 6.4562
August. . ... 6.4604 6.4768 6.5012 6.4604
September (through September 10,
2021) . oo 6.4440 6.4562 6.4662 6.4440

Source: Federal Reserve H.10 Statistical Release

Note:

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

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

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

The following table sets forth the noon buying rate for U.S. dollars in New York City for cable
transfer in Hong Kong dollars as certified for customs purposes by the Federal Reserve Bank of
New York for the periods indicated:

Noon buying rate

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

2016 .. 7.7534 7.7620 7.8270 7.7505
2017 7.8128 7.7926 7.8267 7.7540
2018 . 7.8305 7.8376 7.8499 7.8043
2019 . .. 7.7894 7.8335 7.8499 7.7850
2020 .. 7.7534 7.7562 7.7951 7.7498
2021
March . ... ... ... ... . ... .. 7.7746 7.7651 7.7746 7.7562
April . . ... o 7.7664 7.7691 7.7849 7.7596
May. . ... 7.7610 7.7654 7.7697 7.7608
June . ... L 7.7658 7.7617 7.7666 7.7566
July. ... o 7.7723 7.7705 7.7837 7.7651
August. .. ... 7.7779 7.7834 7.7925 7.7735
September (through September 10,
2021) . o 7.7786 7.7750 7.7786 7.7708

Source: Federal Reserve H.10 Statistical Release
Note:

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

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

As of December 31, 2020

Actual As adjusted
(RMB) (US$) (RMB) (US$)

(in thousands)

Cash and cash equivalents® . ... ... 3,488,063 534,569 4,531,698 694,513
Short-term borrowings®®

Bank loans — secured . . ... ........ 3,009,906 461,288 3,009,906 461,288
Bank loans — unsecured . .......... 345,000 52,874 345,000 52,874
Other loans — secured. . ... ........ 1,705,753 261,418 1,705,753 261,418
Bonds — unsecured. . . ............ 546,647 83,777 546,647 83,777
2019 Notes™. .. ................. 2,194,932 336,388 2,194,932 336,388
Total short-term borrowings . . ....... 7,802,238 1,195,745 7,802,238 1,195,745
Long-term borrowings®

Bank loans — secured . . ........... 4,744,413 727,113 4,744,413 727,113
Bank loans — unsecured ... ... ... .. 700,000 107,280 700,000 107,280
Other loans — secured. . . .......... 2,048,600 313,962 2,048,600 313,962
2020 Notes'®. . ... ... . ... ... .... 1,291,285 197,898 1,291,285 197,898
Bonds — unsecured. . ............. 749,265 114,830 749,265 114,830
Notestobeissued . .. ............. - - 1,043,635 159,944
Total long-term borrowings . ........ 9,533,563 1,461,083 10,577,198 1,621,027
Total equity . ................... 17,482,155 2,679,257 17,482,155 2,679,257
Total capitalization(7) ............ 27,015,718 4,140,340 28,059,353 4,300,284
Notes:

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

(2)  Cash and cash equivalents exclude restricted bank balances of RMB823.3 million (US$126.2 million) and pledged
bank deposits of RMBI1,797.7 million (US$275.5 million).

(3)  Subsequent to December 31, 2020, we have, in the ordinary course of business, entered into additional financing
arrangements such as the September 2021 Notes, to finance our property developments and for general corporate
purposes. As of December 31, 2020, we had total borrowings of approximately RMB17,335.8 million (US$2,656.8
million). See “Description of Other Material Indebtedness.” Some of these additional borrowings are not reflected in
the table above.

(4)  Except disclosed above, the table has not reflected the impact of the repurchases in September 2021. On September
13, 2021, we have repurchased the 2019 Notes in an aggregate principal amount of US$142,420,000.

(5)  On October 3, 2019 and December 19, 2019, the Issuer issued the 2019 Notes. See “Description of Other Material
Indebtedness — 2019 Notes” for more details.

(6) On March 13, 2020, the Issuer issued the 2020 Notes. See “Description of Other Material Indebtedness — 2020
Notes” for more details.

(7)  Total capitalization includes total long-term borrowings plus total equity.
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Since December 31, 2020, we have incurred, and will continue to incur, indebtedness from
time to time for general corporate purposes, including but not limited to refinancing of existing
indebtedness and funding our operations in the ordinary course of business. Subsequent to
December 31, 2020, we have incurred additional indebtedness, including the September 2021
Notes. Except as otherwise disclosed in this offering memorandum, there has been no material
adverse change in our capitalization since December 31, 2020. See “Description of Other Material
Indebtedness.”
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CAPITALIZATION AND INDEBTEDNESS OF THE ISSUER

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

As of December 31, 2020 (V

Actual As adjusted
(RMB) (US$) (RMB) (US$)

(in thousands)

Cash and cash equivalents'® . ... ... 3,218,611 493274 4,262,246 653,218
Current borrowings®®

Bank loans — secured . . ... ........ 2,505,742 384,021 2,505,742 384,021
Other loans — secured. . ... ........ 1,650,953 253,020 1,650,953 253,020
2019 Notes™. . ... ... ... .. ..... 2,194,932 336,388 2,194,932 336,388
Total current borrowings . .......... 6,351,627 973,429 6,351,627 973,429
Non-current borrowings®

Bank loans — secured . .. .......... 5,223,614 800,554 5,223,614 800,554
Other loans — secured. . . .......... 2,269,400 347,801 2,269,400 347,801
2020 Notes'®. . .. ... ... . ... .. 1,291,284 197,898 1,291,284 197,898
Note tobeissued. ... ............. - - 1,043,635 159,944
Total non-current borrowings . . . ... .. 8,784,298 1,346,253 9,827,933 1,506,197
Total equity .................... 7,888,815 1,209,014 7,888,815 1,209,014
Total capitalization'” . ... ... ... ... 16,673,113 2,555,267 17,716,748 2,715,211
Notes:

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

(2)  Cash and cash equivalents exclude restricted bank balances of RMB648.6 million (US$99.4 million) and pledged
bank deposits of RMB358.3 million (US$54.9 million).

(3)  Subsequent to December 31, 2020, the Issuer has incurred additional indebtedness such as the September 2021
Notes and from time to time entered into additional loan agreements to finance our property developments or for
general corporate purposes in the ordinary course of business. As of December 31, 2020, the Issuer had total
borrowings of approximately RMBI15,135.9 million (US$2,319.7 million). See “Description of Other Material
Indebtedness. These changes in our borrowings and any repayments after December 31, 2020 have not been reflected
in this capitalization table.

(4)  Exceptdisclosed above, the table has not reflected the impact of the repurchases in September 2021. On September
13, 2021, the Issuer has repurchased the 2019 Notes in an aggregate principal amount of US$142,420,000.

(5)  On October 3, 2019 and December 19, 2019, the Issuer issued the 2019 Notes. See “Description of Other Material
Indebtedness — 2019 Notes” for more details.

(6) On March 13, 2020, the Issuer issued the 2020 Notes. See “Description of Other Material Indebtedness — 2020
Notes” for more details.

(7)  Total capitalization equals total non-current debt plus total equity.

Since December 31, 2020, the Issuer has incurred additional indebtedness, including the
September 2021 Notes. In addition, the Issuer has incurred, and will continue to incur,
indebtedness from time to time for general corporate purposes, including but not limited to
refinancing of existing indebtedness and funding the Issuer’s operations in the ordinary course of
business. Except as otherwise disclosed in this offering memorandum, there has been no material
adverse change in the Issuer’s capitalization since December 31, 2020. See “Description of Other
Material Indebtedness.”
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables present selected financial and other data of the Company and the Issuer.

The selected consolidated financial data of the Company (except for EBITDA data) has been
derived from the Company’s audited consolidated financial statements as of and for the years
ended December 31, 2018, 2019 and 2020, as audited by Ernst & Young, our independent certified
public accountants.

The selected consolidated financial data of the Issuer (except for EBITDA data) has been
derived from the Issuer’s audited consolidated financial statements as of and for the years ended
December 31, 2018, 2019 and 2020, as audited by Ernst & Young, the Issuer’s independent
certified public accountants.

The financial statements of the Company and the Issuer have been prepared and presented in
accordance with HKFRS, which differ in certain respects from U.S. GAAP and generally accepted
accounting principles in other jurisdictions.

The consolidated financial statements and the condensed financial information of the
Company and the Issuer and the notes to those statements and information included elsewhere in
this offering memorandum. Historical results are not necessarily indicative of results that may be
achieved in any future period.
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SELECTED CONSOLIDATED INCOME STATEMENT AND OTHER FINANCIAL DATA
OF THE COMPANY

For the year ended December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

REVENUE ..................... 19,415,987 26,560,404 15,063,150 2,308,529
Costofsales . .................... (14,152,491) (18,192,812) (11,290,580) (1,730,357)
GROSS PROFIT ................. 5,263,496 8,367,592 3,772,570 578,172
Otherincome . ................... 35,616 55,339 99,234 15,208
Other gains and losses . .. ........... 22,581 74,451 (81,323) (12,463)
Sales and marketing expenses . ........ (289,329) (280,402) (273,222) (41,873)
Administrative expenses . ... ......... (440,238) (457,736) (426,681) (65,392)
Finance costs . ................... (483,741) (418,195) (316,275) (48,471)
PROFIT BEFORE TAX . ........... 4,108,385 7,341,049 2,774,303 425,181
Income tax expense . ............... (1,724,923) (3,181,602) (1,000,755) (153,372)
PROFIT FOR THE YEAR/PERIOD . . .. 2,383,462 4,159,447 1,773,548 271,808
Attributable to:
Owners of the parent . ... ........... 2,382,824 3,861,748 1,559,039 238,933
Non-controlling interests . . . .. ........ 638 297,699 214,509 32,875

2,383,462 4,159,447 1,773,548 271,808
Other financial data (unaudited)
EBITDA™ . .. .. .. . ... 6,089,783 9,798,392 4,135,975 633,866
EBITDA margin® . .. .............. 31.4% 36.9% 27.5% 27.5%
Notes:
(1)  EBITDA for any period primarily consists of profit before tax plus net finance cost, finance costs recognised in cost

(2)

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

EBITDA margin is calculated by dividing EBITDA by revenue.
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SELECTED CONSOLIDATED STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

Non-current Assets

Property, plant and equipment . ........
Investment properties . .. ............
Intangible assets . . ................
Right-of-use assets'" . ... ... ... .. ...
Investment in a joint venture . .........
Investment in an associate . . ..........

Equity investments designated at fair value
through other comprehensive income . . .

Deposits and prepayments paid for land
acquisitions . . .. ... ...

Pledged deposits . .. ...............
Deferred tax assets . ...............

Current Assets

Inventories . . .. ....... ... .......
Completed properties held for sale ... ...
Properties under development . ........

Deposits, prepayments paid for land
acquisition . ... ...

Amount due form related companies . . . . .

Accounts receivable, other receivables and
otherassets . ...................

Financial assets at fair value through profit
orloss . ... ..

Prepaid income tax and tax recoverable . . . . .
Pledged deposits .. ................
Restricted bank balance . ............
Cash and cash equivalents . . ... .......

Investment properties
classified as held forsale . ..........

Current Liabilities

Accounts payables, deposits received and
accruals ... ... .
Contract liabilities . .. ..............
Amounts due to related companies . .. ...
Lease liabilities® .. ...............
Bank and other borrowings . .. ........

Tax payable . ....... ... ... .. ...

As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

33,034 119,693 142,701 21,870
717,043 727,031 624,941 95,776
6,073 4,472 2,897 444
- 5,246 - -
296,370 296,370 295,703 45,318
23,489 18,179 14,772 2,264
32,000 62,000 185,747 28,467
266,297 351,018 - -
33,915 22,525 27,935 4,281
291,749 659,218 850,947 130,413
1,699,970 2,265,752 2,145,643 328,834
217 - - -
7,547,378 10,673,330 11,905,797 1,824,643
46,447,603 48,702,175 56,993,523 8,734,640
6,019,567 2,616,028 3,158,948 484,130
628,602 156,415 715,744 109,693
9,276,441 9,901,745 8,079,280 1,238,204
335,325 486,479 550,434 84,358
2,456,528 1,777,290 2,093,684 320,871
2,056,651 3,152,091 1,769,777 271,230
1,053,346 1,221,422 823,330 126,181
1,653,777 6,112,303 3,488,063 534,569
5,582 - - -
77,481,017 84,799,278 89,578,580 13,728,518
8,288,660 11,462,409 16,118,724 2,470,303
37,631,077 32,597,844 36,378,551 5,575,257
3,685,311 4,430,648 3,023,047 463,302
- 1,871 - -
8,953,906 9,791,674 7,802,238 1,195,745
604,105 1,581,606 1,285,803 197,058
59,163,059 59,866,052 64,608,363 9,901,665
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As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

Net Current Assets . . . ............. 18,317,958 24,933,226 24,970,217 3,826,853
Total Assets less Current Liabilities . . . . . . 20,017,928 27,198,978 27,115,860 4,155,687
Non-Current Liabilities

Rental deposits received . .. .......... 7,128 7,010 4,866 746
Lease liabilities® ... .............. - 3,695 - -
Bank and other borrowings . .......... 9,800,893 12,690,358 9,533,563 1,461,082
Deferred tax liabilities . ............. 18,403 114,077 95,276 14,602

9,826,424 12,815,140 9,633,705 1,476,430

NETASSETS .. ... ... ... ... ... 10,191,504 14,383,838 17,482,155 2,679,257
Equity attributable to:

Owners of the parent . .............. 9,680,749 13,576,210 15,472,120 2,371,206
Non-controlling interests . . . . ......... 510,755 807,628 2,010,035 308,051
TOTAL EQUITY . ................. 10,191,504 14,383,838 17,482,155 2,679,257
Notes:

(1)  On January 1, 2019, the Company adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Company

(2)

previously classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the
Company applies a single approach to recognise and measure right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and short-term
leases (elected by class of underlying asset). Right-of-use assets are recognised at the commencement date of the
lease. Right-of-use assets are measured at cost, less any accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities.

On January 1, 2019, the Company adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Company
previously classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the
Company applies a single approach to recognise and measure right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low-value assets (elected on a lease by lease basis) and short-term
leases (elected by class of underlying asset). Lease liabilities are recognised at the commencement date of the lease
at the present value of lease payments to be made over the lease term.
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SELECTED CONSOLIDATED INCOME STATEMENT AND OTHER FINANCIAL DATA
OF THE ISSUER

For the year ended December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

REVENUE ..................... 601,470 8,887,186 8,069,061 1,236,638
Costofsales .. ................... (326,329) (6,600,707) (6,322,783) (969,009)
GROSS PROFIT ................. 275,141 2,286,479 1,746,278 267,629
Other income, net . ................ 25,078 9,678 27,520 4,218
Other gains and losses . .. ........... 33,333 109,086 (86,030) (13,185)
Sales and marketing expenses . ........ (114,909) (162,428) (181,012) (27,741)
Administrative expenses . .. .......... (129,674) (166,817) (205,198) (31,448)
Finance costs . ................... (30,455) (38,221) (79,686) (12,212)
PROFIT BEFORE TAX ............ 58,514 2,037,777 1,221,872 187,260
Income tax expense . ............... (30,022) (886,319) (443,499) (67,969)
PROFIT FOR THE YEAR/PERIOD . . .. 28,492 1,151,458 778,373 119,291
Attributable to:
Owners of the parent . .............. 29,971 1,151,571 782,988 119,998
Non-controlling interests . . . .. ........ (1,479) (113) (4,615) (707)

28,492 1,151,458 778,373 119,291
Other financial data (unaudited)
EBITDA™ . ... ... ... ... .. .. .... 37,990 2,846,788 2,019,027 309,429
EBITDA margin® . ... ............. 6.3% 32.0% 25.0% 25.0%
Notes:
(1)  EBITDA for any period primarily consists of profit before tax plus net finance cost, finance costs recognized in cost

(2)

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

EBITDA margin is calculated by dividing EBITDA by revenue.
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SELECTED CONSOLIDATED STATEMENT OF FINANCIAL POSITION OF THE ISSUER

Non-current Assets

Property, plant and equipment . ........
Investment properties . .. ............
Goodwill . ..... ... ... ... . ...
Intangible assets. . .. ...............

Right-of-use assets'"

Pledged deposits .. ................
Deferred tax assets . ...............

Current Assets

Inventories . . . ......... ... .. .....
Completed properties held for sale ... ...
Properties under development . ........

Deposits and prepayments paid for land

acquisitions . . .. ... ...

Accounts receivable, other receivables and

otherassets . ...................

Financial assets at fair value through

profitorloss . ......... ... ... ...
Prepaid income tax and tax recoverable . . . . .
Pledged deposits . . ................
Restricted bank balance . ............
Cash and cash equivalents . .. .........

Investment properties classified as held

forsale ... ...... ... .. .. .. .....

Current Liabilities
Accounts payables, deposits received and

accruals . ... .. Lo
Contract liabilities . . . ..............
Amounts due to related companies . .. ...
Loans from a related company . ........

Lease liabilities®

Bank and other borrowings . ..........
Tax liabilities .. ..................

As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

23,126 17,711 47,322 7,252
646,620 654,244 552,154 84,621
- - 424,722 65,091
- - 199,000 30,498
- 5,246 - -
33,915 22,525 27,935 4,281
63,168 194,154 324,652 49,755
766,829 893,880 1,575,785 241,500
217 - - -
934,671 3,824,960 6,791,108 1,040,783
29,777,845 38,367,480 48,446,684 7,424,779
4,603,632 1,198,992 2,646,093 405,531
1,175,439 1,827,573 2,113,132 323,852
232,532 349,876 321,590 49,286
616,737 723,402 1,060,382 162,511
680,450 863,804 330,336 50,626
101,913 691,992 648,635 99,408
673,412 3,200,230 3,218,611 493,274
5,582 - - -
38,802,430 51,048,309 65,576,571 10,050,049
1,271,149 3,096,086 7,299,395 1,118,681
11,304,291 15,852,697 23,379,862 3,583,121
473,199 956,458 4,100,961 628,500
12,876,310 7,490,728 8,374,973 1,283,521
- 1,871 - -
3,658,396 6,957,950 6,351,627 973,429
109,621 461,608 509,833 78,135
29,692,966 34,817,398 50,016,651 7,665,387
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As of December 31,

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(in thousands)
(unaudited)

Net Current Assets . . . ............. 9,109,464 16,230,911 15,559,920 2,384,662
Total Assets less Current Liabilities . . . . . . 9,876,293 17,124,791 17,135,705 2,626,162
Non-current Liabilities
Rental deposits received . .. .......... 7,128 7,010 4,866 746
Lease liabilities™. . ... ............. - 3,695 - -
Bank and other borrowings . .......... 8,742,329 13,277,895 8,784,298 1,346,253
Deferred tax liabilities . ............. 5,324 99,150 457,726 70,150

8,754,781 13,387,750 9,246,890 1,417,148
NET ASSETS .. .................. 1,121,512 3,737,041 7,888,815 1,209,014
Equity attributable to:
Share capital . ......... ... ... .... 587,529 2,014,112 5,326,923 816,387
Reserves. . . ........... ... .. .... 541,036 1,726,522 2,547,007 390,346
Non-controlling interests . . . ... ....... (7,053) (3,593) 14,885 2,281
TOTAL EQUITY .. ................ 1,121,512 3,737,041 7,888,815 1,209,014
Notes:
(1) On January 1, 2019, the Issuer adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Issuer previously

(2)

classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the Issuer applies a
single approach to recognise and measure right-of-use assets and lease liabilities for all leases, except for two
elective exemptions for leases of low-value assets (elected on a lease by lease basis) and short-term leases (elected
by class of underlying asset). Right-of-use assets are recognised at the commencement date of the lease. Right-of-use
assets are measured at cost, less any accumulated depreciation and any impairment losses, and adjusted for any
remeasurement of lease liabilities.

On January 1, 2019, the Issuer adopted the HKFRS 16. Prior to the adoption of HKFRS 16, the Issuer previously
classified leases as either finance leases or operating leases. Upon the adoption of HKFRS 16, the Issuer applies a
single approach to recognise and measure right-of-use assets and lease liabilities for all leases, except for two
elective exemptions for leases of low-value assets (elected on a lease by lease basis) and short-term leases (elected
by class of underlying asset). Lease liabilities are recognised at the commencement date of the lease at the present
value of lease payments to be made over the lease term.
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RECENT DEVELOPMENT

EXTRACTED FINANCIAL INFORMATION FOR THE SIX MONTHS ENDED JUNE 30, 2021
OF THE ISSUER

The following unaudited consolidated results for the year ended June 30, 2021, together with
comparative figures for the six months ended June 30, 2020, are extracted from the announcement
of interim results for the six months ended June 30, 2021 filed with the Hong Kong Stock
Exchange.

Condensed Consolidated Statement of Comprehensive Income For the six months ended June
30, 2021

Unaudited

Six months ended June 30,

2020 2021
(RMB) (RMB)
(in thousands)

REVENUE . . ... . . . e 2,237,563 5,595,511
Costofsales . ....... ... . .. (1,627,916) (5,161,644)
GROSS PROFIT . ... ... . i 609,647 433,867
Other inCOme . . .. . ... 10,472 11,929
Other gains and losses, net . ........................... (83,656) 13,175
Administrative eXpenses . . . . ...t (90,033) (113,674)
Sales and marketing eXpenses . .. ... ... ... (33,628) (120,323)
Finance costs . ... ... . .. . . . (52,978) (21,947)
PROFITBEFORE TAX . .. ... ... .. .. . . ... ... ... ... 359,824 203,027
Income tax eXPense . . ... ...ttt (250,738) (97,525)
PROFITFORTHEPERIOD . ... ...................... 109,086 105,502
Attributable to:
Owners of theparent . . .. ... ... 108,881 111,349
Non-controlling interests . . . ... ... . ... 205 (5,847)
109,086 105,502
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Condensed Consolidated Statement of Financial Position as of June 30, 2021

Non-current Assets

Property, plant and equipment . ... ..................
Investment Properties .. ......... ... .. .. .. .. ....
Goodwill ... ...
Intangible assets . . . ... .. ... .
Deferred tax assets .. ............. ...
Pledged deposits . . .. .. .. .

Current Assets

Completed properties held forsale . . . ................
Properties under development . .....................

Deposits and prepayments paid for land acquisitions

Accounts receivable, other receivables and other assets
Financial assets at fair value through profit or loss ... .. ..
Prepaid income tax and tax recoverable ...............
Pledged deposits . . ... ... .
Restricted bank balances .. ... ....... ... ... ... .. ...
Cash and cash equivalents . .. ......................

Current Liabilities

Accounts payable, deposits received and accruals . .......
Contract liabilities . ......... .. ... .. ... ... ... ....
Amounts due to related companies . . .................
Loans from a related companies . . .. .................
Bank and other borrowings .. ........... ... .. .. .. ..
Tax labilities ... ... ... .. .. . . .

Net Current Assets ... ................... ...
Total Assets Less Current Liabilities ... ..............

Non-current Liabilities

Rental deposits received .. .......... ... ... ... .. ...
Bank and other borrowings ... ............ ... ... ...
Deferred tax liabilities . ..........................

NET ASSETS ... ... .

Equity attributable to:

Share capital . ........ . ... . ...
Reserves . ... .. .. . .
Non-controlling interests . . . .. ... ...

TOTAL EQUITY . . ... ... e

Unaudited

Audited

June 30, 2021

(RMB)

December 31,

2020
(RMB)

(in thousands)

46,360 47,322
540,776 552,154
424,722 424,722
188,526 199,000
368,038 324,652

17,200 27,935

1,585,622 1,575,785
10,068,424 6,791,108
48,393,181 48,446,684

1,438,980 2,646,093

2,750,515 2,113,132

358,639 321,590
1,394,354 1,060,382
383,171 330,336

1,151,677 648,635

1,671,735 3,218,611
67,610,676 65,576,571

7,330,407 7,229,395
29,286,513 23,379,862

3,533,835 4,100,961

6,892,256 8,374,973

6,823,332 6,351,627

495,502 509,833
54,361,845 50,016,651
13,248,831 15,559,920
14,834,453 17,135,705
5,426 4,866
6,507,862 8,784,298
456,089 457,726

6,969,377 9,246,890

7,865,076 7,888,815

5,326,923 5,326,923

2,529,194 2,547,007

8,959 14,885
7,865,076 7,888,815




MANAGEMENT DISCUSSION AND ANALYSIS OF THE INTERIM RESULTS OF THE
ISSUER

For the six months ended June 30, 2021, the Issuer recorded revenue of approximately
RMBS5,595.5 million and gross profit of RMB433.9 million. Revenue increased by approximately
150.1% as compared RMB2,237.6 million for the same period of 2020. Revenue and gross profit
were primarily derived from the property development business in the PRC. The substantial growth
in revenue was arising from the delivery of the Issuer’s newly completed property development
projects in the second half of 2020 and first half of 2021. During the six months ended June 30,
2021, the Issuer newly completed four property development projects and delivered approximately
properties with saleable/leasable GFA of 367,000 sq.m. During the six months ended June 30,
2021, the Issuer recorded gross profit of approximately RMB433.9 million, representing a
decrease by approximately 28.8% as compared to the gross profit of RMB609.6 million for the
same period of 2020. The decrease in gross profit was resulted from the recognition of certain
lower profit margin property projects during the six months ended June 30, 2021, which included
(1) property projects which were subject to price control polices; and (ii) property projects which
had a higher unexpected construction cost due to the outbreak of the COVID-19 pandemic in 2020
which prolonged development progress and resulted in a lower profit margin at the time of revenue
recognition during the six months ended June 30, 2021.

The Issuer had net other gains of approximately RMB13.2 million during the six months
ended June 30, 2021, as compared to net other losses of approximately RMB83.7 million for the
same period of 2020. The Issuer’s net other gains during the six months ended June 30, 2021 were
attributable to an increase in the fair value gain on financial assets at fair value through profit or
loss from RMBS51.7 million for the six months ended June 30, 2020 to RMB40.8 million for the
same period in 2021, partially offset by (i) an increase of write-down of completed properties held
for sale from nil for the six months ended June 30, 2020 to RMB25.0 million for the same period in
2021 and (ii) a decrease in net exchange losses from RMB4.1 million for the six months ended June
30, 2020 to RMB2.4 million for the same period in 2021.

The Issuer’s sales and marketing expenses increased by approximately 257.8% from
RMB33.6 million for the six months ended June 30, 2020 to approximately RMB120.3 million for
the six months ended June 30, 2021. The Issuer’s administrative expenses increased by
approximately 26.3% from RMB90.0 million the six months ended June 30, 2020 to approximately
RMB113.7 million for the six months ended June 30, 2021. Such increases were in line with the
business expansion of the Issuer in relation to its property development business in the PRC, as
demonstrated by the increasing number of ongoing property projects under development during the
six months ended June 30, 2021.

The Issuer’s income tax expenses decreased from approximately RMB250.7 million for the
six months ended June 30, 2020 to approximately RMB97.5 million for the six months ended June
30, 2021 are due to a decrease on PRC CIT and PRC LAT resulting from lower operating net profits
generated from the completed property development projects delivered during the six months
ended June 30, 2021 in the PRC.

As a result of the foregoing, the Issuer’s profit attributable to owners of the Company
increased from RMB108.9 million for the six months ended June 30, 2020 to RMB111.3 million
for the six months ended June 30, 2021. The basic earnings per share decreased from RMB10.3
cents for the six months ended June 30, 2020 to RMB5.8 cents for the six months ended June 30,
2021.
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REVIEW OF PROPERTY DEVELOPMENT BUSINESS OF THE ISSUER

During the six months ended June 30, 2021, the Issuer recorded revenue of approximately
RMB5,542.0 million and profit of approximately RMB124.6 million for its property development
business, as compared to revenue of RMB2,104.6 million and net profit of RMB354.3 million for
the same period in 2020. The increase in revenue for property development was attributable to the
increase of GFA delivered during the six months ended June 30, 2021, which was contributed from
the Issuer’s four newly completed property development projects, namely, Beijing Zensun Grand
Garden* (Jt5UIERIMI%E), Beijing Zensun Yazhu Garden*® (Jb it iF pf #E5E{£%1), Zhengzhou
Zensun Voyage International Plaza (Phase I)* (¥JH 1E ¥ BRI Bl BB 35— 1) and Zhengzhou
Zensun Orchids Mansion (Valley-view Garden)* (¥R 1E P¥ B BE #E )5 (W3 54 56) ). Together with
the Issuer’s existing property projects completed in prior years, there were approximately 367,000
sq.m. GFA delivered during the six months ended June 30, 2021 as compared to that of
approximately 170,000 sq.m. GFA delivered during the same period of 2020.

Though there was an overall increase in GFA delivered, a decrease in gross profit resulted
from the recognition of certain lower profit margin property projects during the six months ended
June 30, 2021, which included (i) property projects which are designated as policy-related housing
of which the selling prices are strictly controlled by the government; and (ii) property projects
which had a higher unexpected construction cost due to the outbreak of the COVID-19 pandemic in
2020 which prolonged development progress and resulted a lower profit margin at the time of
revenue recognition during the six months ended June 30, 2021. In addition, as a result of the
implementation of the price control measures causing the selling price of certain property projects
to be lower than expected, write-down of completed property held for sale of approximately
RMB25.0 million was provided during the six months ended June 30, 2021. In addition, following
the increasing number of ongoing property projects under development, sales and marketing and
administrative expenses in property development business increased accordingly and resulted in an
overall decrease in segment profit.

The Issuer maintained its concrete expansion strategy and persisted in its efforts to expand its
land reserves. During the six months ended June 30, 2021, the Issuer successfully acquired 12 land
parcels, contributing an aggregate site area of approximately 505,801 sq.m. and aggregate
saleable/leasable GFA of approximately 1.24 million sq.m. These successful land acquisitions
further complemented the Issuer’s strategy in expanding its business operation in Zhengzhou,
Henan Province and other first- and second-tier cities.

In line with the concrete expansion strategy adopted since 2017, the Issuer’s maintains
sufficient land reserves. As of June 30, 2021, the Issuer had 23 completed property projects and/or
sub-phases and 62 ongoing property projects with 127 land parcels under development and
planning with an aggregate site area of approximately 5.39 million sq.m. and aggregate estimated
GFA of approximately 11.3 million sq.m. In return, the Issuer’s land reserves include 6.93 million
sq.m. of saleable/leasable GFA under development and 4.37 million sq.m of GFA under planning.

FINANCIAL INFORMATION FOR THE SIX MONTHS ENDED JUNE 30, 2021 OF THE
COMPANY

Based on the Company’s management account, which is unaudited, the Company experienced
steady growth in revenue for the six months ended June 30, 2021 as compared with the same period
in 2020, which was in line with the Company’s business expansion. The Company’s gross profit
and net profit, as well as the gross profit margins and net profit margins, decreased for the six
months ended June 30, 2021 as compared with the same period in 2020, primarily because (i)
certain property projects delivered were subject to local governments’ price control measures,
which led to lower selling prices; and (ii) certain property projects incurred higher construction
costs as a result of the prolonged construction time due to the COVID-19 outbreak. The financial
trends highlighted above should not be relied upon by investors as information derived from
financial statements that have been subject to an audit or review by independent auditors, and
should not be taken as an indication of the expected financial condition or results of operations of
the Group for the full financial year ending December 31, 2021. Potential investors must exercise
caution when using such information to evaluate the Company’s financial condition and results of
operations.
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DESCRIPTION OF THE PARENT GUARANTOR

OVERVIEW

Founded in Zhengzhou in 1995, we have grown into a renowned multinational group with
integrated real estate businesses. Now with our footprint across Henan Province, Beijing, Hubei,
Shandong and Hainan Provinces, Hong Kong, as well as the United States, Singapore and other
countries and regions, we have been the largest residential property developer in Zhengzhou in
terms of both contracted sales and GFA sold from 2012 to 2018, according to China Real Estate
Association (HF[E 5 HiZE #155 €) (“CREA”) and China Real Estate Appraisal (4 B F5 #h 2z JI| 5 H
1») (“CRA”), and have established a strong presence in Henan Province. We ranked the 46th
among “China Top 500 Real Estate Developers” ("1 J5 i 50058 > 2£) in 2020, according to the
Top 500 China Real Estate Developers Research Report published by CREA and CRA in March
2020. As one of China’s focal points of economic development, Henan Province is the third most
populous province in China and has been undergoing rapid urbanization and economic
development. As the capital and largest city of Henan Province and a major transportation hub for
central China, Zhengzhou has experienced substantial economic growth over the past few years,
fostering a booming property development market. To capitalize on the fast-paced economic
development and rapid-growing housing demand in this region, we have implemented a
development strategy with strong focus on Zhengzhou, including its urban areas and emerging
development districts, complemented by selected key cities in Henan Province. Leveraging our
strong focus on and leading position in Zhengzhou, we have been and are well positioned to
continue to benefit from the growth potential in the real estate market.

We have a proven track record in developing quality residential properties in Zhengzhou. Our
market-leading position, brand value, and growth potential have earned us the accolades of “2020
Top 50 China Real Estate Development Enterprises” (4 [H] 55 Hb & B #5 4 26505 ), “2020 Top 50
China Real Estate Developers”, “2019 Top 50 China Real Estate Development Enterprises” (9 [
J= b 2 B %A 265058, “2019 Top 50 China Real Estate Developers”, “2018 Top 50 China Real
Estate Development Enterprises” (4 [ 5 i 72 B 4% 2 2650 %) and 2018 Top 50 China Real Estate
Developers” in terms of brand value. Specifically, we were ranked the sixth of “2020 Top 10 China
Real Estate Developers” in terms of efficiency, jointly selected by CREA and CRA. We further
received the honor of “2018 Top 100 Private Enterprises in Henan Province” (201877 /4 &% 1 2£100
i) by Henan Province Association of Industry and Commerce (TRBEALHEBSG®) and a
“China Well-known Trademark” (#7551 £ R 1) certificate by the Trademark Office of SAIC (|8 %
TRATBUE PR AR PR JR)) in 2018.

We focus on developing a range of residential properties that cater to the various demands and
preferences of middle to upper-middle class customers in Zhengzhou and selected cities with solid
industrial base and high growth potential, including Xinyang, Luoyang, Xinxiang, Xuchang,
Nanyang, Shangqiu and Zhoukou of Henan Province, Wenchang of Hainan Province, Wuhan of
Hubei Province, Qingdao of Shandong Province and Beijing. Based on our in-depth knowledge of
local markets, we design and offer standardized series of residential properties with distinctive
market positioning that appeal to the evolving needs of the middle and upper-middle class
customers as their disposable income increases. Our property development processes, starting
from land selection and acquisition to project planning and design, are centered on the preferences
and needs of such target customers. We only pursue land opportunities that complement our
standard product portfolio and are suitable for developing residential properties that meet the
needs of our target customers. As a result of our distinctive market positioning for a variety of
segments among our target customers, we have maintained standardized residential property
portfolios of the “Shangjing” (“_f3%”) series and “Quality Home” (“/#E %) series, each
featuring its respective standardized designs, ambience, apartment layout, as well as plot, greening
and parking ratios. In particular, the “Quality Home” series is subdivided into three sub-series,
“Scholar Mansion” (“ZEJfF”), “Orchids Mansion” (“HEE”) and “Golden Mile House”) (“tH%").
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We adopt a disciplined approach to project selection by only acquiring land parcels that can
be effectively managed by our available resources, fit into our investment budget and have the
potential to meet our target project return criteria. We selectively participate in Urban
Redevelopment Schemes, which we believe enables us to gain more insights into the land parcels
and increases our chances to obtain land parcels situated in the urban areas of Zhengzhou, Luoyang
and Xinxiang of Henan Province with significant appreciation potential in a cost-efficient manner.
As of December 31, 2020, we had acquired land parcels or entered into land grant contracts with an
aggregate site area of approximately 5.6 million sq.m. in Zhengzhou, Luoyang and Xinxiang of
Henan Province for which we had participated in Urban Redevelopment Schemes.

We outsource the construction work to qualified general construction contractors. In
December 31, 2018, 2019 and 2020, Henan Zensun Corporate Development Group Co., Ltd SO
IE P A 2588 R A PR 1T /A 7)) was our largest general contractor and was granted a fair amount of
the construction work we had incurred. In 2018, 2019 and 2020, our total purchases from Henan
Zensun Corporate Development Group Co., Ltd in respect of its construction services amounted to
approximately RMB2,699.9 million, RMB4,242.3 million and RMB3,019.7 million (US$462.8
million), representing approximately 18.7%, 32.2% and 23.2% of our total construction costs in
such periods, respectively.

Our strategic focus on Zhengzhou has enabled us to secure or obtain land at suitable locations
in the region, which provides a solid foundation for our future development. As of December 31,
2020, we had acquired land parcels with an aggregate site areas of approximately 4.9 million sq.m.
in Zhengzhou, comprising 77 property development projects with an aggregate GFA of
approximately 12.2 million sq.m. We believe that we have sufficient land reserve in Zhengzhou to
meet our development needs and sustain our business growth in the region.

In addition to real estate development, we also engage in a great variety of businesses in
relation to the real estate industry, including but not limited to construction, property investment,
real estate investment trusts, healthcare real estate and pension real estate. We believe that the
diversification of our real estate businesses has provided us with a competitive edge in the real
estate industry both at home and abroad.

OUR STRENGTHS

We believe the following strengths have contributed to the success of our business operations
and leading position in the real estate industry:

Leading position in and strategic focus on the residential property development industry in
Zhengzhou

We have been the largest residential property developer in Zhengzhou in terms of both
contracted sales and GFA sold from 2012 to 2018, according to China Real Estate Association (p
B 75 Hb 2 2E 15 &) (“CREA”) and China Real Estate Appraisal (9B 55 Hbz HI5FE 0 (“CRA”),
and have established a strong presence in Henan Province. As one of China’s focal points of
economic development, Henan Province has benefited and is expected to continue to benefit from
the PRC central government’s “Central China Economic Region” policies, one of the core missions
outlined in the Thirteenth Five-Year Plan. Henan Province is the third most populous province in
China and has been undergoing rapid urbanization and economic development, with its
urbanization rate increased from 43.8% in 2013 to 51.7% in 2018 and its nominal GDP growing at
a CAGR of 8.4% during the same period, according to the Henan Bureau of Statistics. As the
capital and largest city of Henan Province and a major transportation hub for central China,
Zhengzhou has experienced substantial economic growth over the past few years, fostering a
booming property development market. The nominal GDP of Zhengzhou grew at a CAGR of 9.9%
from 2013 to 2020, a faster pace than that of Henan Province as a whole, and the average per capita
disposable income in Zhengzhou amounted to RMB36,661 in 2020, 47.77% higher than the
provincial average. In 2020, the real estate market of Zhengzhou represented the largest segment in
Henan Province with its sales revenue and GFA sold constituting approximately 32.6% and 18.7%
of those of Henan Province in aggregate, respectively. To capitalize on the economic development
and growing housing demand in this region, we have implemented a development strategy with
strong focus on Zhengzhou, including its urban areas and emerging development districts, such as
Air Harbor Comprehensive Economic Trial Zone (5 fii 28 # 48 9% 45 & B 5% [i%), Baisha Industrial
Park (¥ [#E I#), Zhengzhou National High and New Technology Industries Development Zone (
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B0 1B 52 1 B BN A 3£ B ¥E 1) and Zhengzhou Economic and Technological Development Zone (
BAS 90 48 75 452 1l B #% [ ), complemented by selected key cities in Henan Province, such as Xuchang,
Xinxiang, Xinyang and Luoyang. Leveraging our strong focus on and leading position in
Zhengzhou, we have been and are well positioned to continue to benefit from the growth potential
in the real estate market.

We believe that as one of the early entrants in the real estate development industry in
Zhengzhou and with our strategic focus and deep roots in this region, we have gained a deeper
understanding of the local market, customer preferences and urban planning trends and have
established strong working relationships with local governments, providing us with home-market
advantages. In particular, our strategic focus on Zhengzhou has enabled us to secure land at
suitable locations in the region, which provides a solid foundation for our future development. As
of December 31, 2020, we had acquired land parcels with an aggregate site areas of approximately
4.9 million sq.m. in Zhengzhou, comprising 77 property development projects with an aggregate
GFA of approximately 12.2 million sq.m. Attributable to our leading position, strong execution
capabilities and reputable brand image, we have also been selected by certain local governments
and villagers’ autonomous organizations to participate in certain Urban Redevelopment Schemes.
We believe our involvement in the Urban Redevelopment Schemes enables us to gain more insight
into the land parcels at the preliminary stages, which increases our chance in the subsequent public
tender process and obtain land parcels situated in urban areas of Zhengzhou and Luoyang with
significant appreciation potential in a cost-efficient manner. Because the average acquisition cost
for the land acquired through such methods is generally lower, we are able to achieve better gross
profit margin. As of December 31, 2020, we had acquired land parcels or entered into land grant
contracts with an aggregate site area of approximately 5.6 million sq.m. in Zhengzhou, Luoyang
and Xinxiang of Henan Province for which we had participated in Urban Redevelopment Schemes.
We believe that we have sufficient land reserve in Zhengzhou to meet our development needs and
sustain our business growth in the region.

Diversified and high-quality property portfolio with continuously enhancing features aimed
to satisfy market demands of various customer groups

We believe a key contributor to our success is our focus on developing a range of residential
properties that cater to the various demands and preferences of middle to upper-middle class
customers in Zhengzhou and selected cities with solid industrial base and high growth potential,
including Dengfeng, Xinxiang and Xuchang of Henan Province, Wenchang of Hainan Province,
Wuhan of Hubei Province, and Qingdao of Shandong Province. We believe that there is significant
demand among these customers for high-quality residential properties, and such demand will
continue to increase as the purchasing power of these customers continues to grow.

Based on our in-depth knowledge of local markets, we design and offer standardized series of
residential properties with distinctive market positioning that appeal to the evolving needs of the
middle and upper-middle class customers as their disposable income increases. Our property
development processes, starting from land selection and acquisition to project planning and
design, are centered on the preferences and needs of such target customers. We only pursue land
opportunities that complement our standard product portfolio and are suitable for developing
residential properties that meet the needs of our target customers. We typically identify and pursue
land opportunities with established or anticipated transportation access and ancillary public
facilities, representing sites where our target customers would likely choose to live.
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As a result of our distinctive market positioning for a variety of segments among our target
customers, we have maintained standardized residential property portfolios of the the “Shangjing”
(“3%”) series and “Quality Home” (“/i"E %¢”) series, each featuring its respective standardized
designs, ambience, apartment layout, as well as plot, greening and parking ratios, among others:

° Our “Shangjing” series, with its construction style inspired by the palace architecture of
Ming and Qing Dynasty, features squared layout with a central axis, comprising new
Chinese-style bungalows. Our “Shangjing” series comprises units with GFA of
approximately 140 to 210 sq.m. In our “Shangjing” series, we deliver audacious oriental
concepts of health, intelligence, safety, quality, and culture. Featuring oriental elegant
living style, we position our “Shangjing” series as high-end properties for elite living in
central China; and

e Our “Quality Home” series is subdivided into three sub-series, “Scholar Mansion” (“#E
i), which features New Asian style mid-rise apartments, “Orchids Mansion” (“THIE™),
which features New Chinese style high-rise apartments, and “Golden Mile House” (“{i
%), which features modern-simplistic style high-rise apartments. Each sub-series is
typically located in downtown areas with convenient transportation and amenities and
mainly targets first-time home buyers and home upgraders.

To ensure quality and the precise positioning of our property products, each of our product
series follows its respective specifications throughout the development process, including
construction materials, quality standards, landscaping and ancillary facilities. We maintain a
proprietary bank of product designs encompassing various structure layouts, property styles and
landscapes, which are continuously fine-tuned based on customer feedback through extensive
surveys and market research as to the latest trends and developments in the local property markets
and can be readily applied to suit the tastes of a broad range of target customers. For each project,
our in-house design team work closely with external architectural and design partners who are
experienced in planning and landscaping properties to develop high-quality product designs based
on standardized templates, which incorporate design features based on varying themes and
concepts as well as the surrounding landscape of the property with the aim of enhancing the
ambience of our properties. For example, we acquired the land parcel for Zhengzhou Smart City in
2017, in view of the rising upper-middle class in Zhengzhou and taking into account the general
public demand for quality life. We worked together with renowned design firms to position this
project as a quality town that integrates shopping, catering, leisure and entertainment, and access
to quality education and medial resources. The first phase of our Zhengzhou Smart City project
covers a total GFA of approximately 370,000 sq.m., consisting of five bungalows and five
waterfront townhouses, with greening ratio (calculated by dividing the total site area by the
greening area) no less than 35%. The Zhengzhou Smart City project also has a lake park of
approximately 666,667 sq.m.

In recognition of the high quality and dedicated designs of our projects, we have received
numerous awards, such as the “Guangsha Prize” (J& & 4&) from the MOHURD for our Luxuriance
Plaza project in 2017 and 2020. We strive to improve our designs based on customer feedback and
accumulated experience from prior projects, in order to better meet customers’ demand with
user-friendly designs. We believe that our diversified product offerings have allowed us to
effectively fulfill the differentiated demands of our target customers, which in turn has enabled us
to capitalize on the large population and strong purchasing power of the rising middle class in
Zhengzhou and other selected cities we focus on.

In addition, to complement our product portfolio, we have been developing office buildings in
emerging business districts in Zhengzhou since 2012. As of December 31, 2020, we had five office
development projects under development or planned for future development with an aggregate
GFA of approximately 0.6 million sq.m. These office buildings offer a compelling value
proposition for small- to medium-sized enterprises which are typically seeking properties with the
appropriate balance of cost, quality and location.
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Steady expansion of business with prudent project selection strategy and financial discipline

We have adopted consistent strategies in project selection and business expansion, which
involve prudent and disciplined use of financial leverage. These strategies are well balanced for
quality growth and financial stability, and enable us to lower risks and remain poised to capture
strategic market opportunities as they arise.

We adopt a disciplined approach to project selection by only acquiring land parcels that can
be effectively managed by our available resources, fit into our investment budget and have the
potential to meet our target project return criteria. We selectively participate in Urban
Redevelopment Schemes, which we believe enables us to gain more insight into the land parcels
and increases our chances of obtaining land parcels situated in the urban areas of Zhengzhou,
Luoyang and Xinxiang with significant appreciation potential in a cost-efficient manner. Because
the average acquisition cost for the land acquired through such methods is generally lower, we are
able to achieve better gross profit margin. We generally do not acquire land from third parties in the
secondary market and substantially all of our land parcels under development as of December 31,
2018, including the ones for which we were involved in the urban redevelopment process, were
acquired through public tenders, auctions or listings-for-bidding. Land parcels granted through
such methods are generally free of title or planning issues or other legal disputes which may
prolong property development cycles or incur additional costs.

We exercise return-driven expansion strategy while ensuring financial discipline over key
aspects of our operations from land acquisition to construction. Before a project is selected, we
analyze the local real estate market and decision as to project selection is made generally after we
perform in-depth market research and financial analysis, taking into account criteria such as
estimated costs, average selling price, expected profit margin, impact on cash flow position, land
size, location, available transportation, ancillary facilities and the availability of other regional
resources. Our land development center, technology center and sales and marketing center jointly
prepare a feasibility study, which is subject to the approval of our investment strategy committee,
comprised of our executive directors and other senior management. The report will then be
submitted to our chief executive officer for final confirmation. As a result of such decision-making
process, we are able to effectively manage our land acquisition costs and avoid potential adverse
impact on our cash flows. Upon selecting a project, we implement a budget control system and
monitor the development costs for each project on a phase-by-phase basis, including construction
costs and marketing expenses, in order to maximize our profitability and ensure compliance with
our project budget. In particular, as part of our standardized development process, we establish
strategic relationships with qualified third-party construction contractors, designers, raw materials
suppliers and sales agents pre-approved to control the procurement costs while ensuring quality.
Moreover, our construction cost, tendering and procurement management center collects and
analyzes the relevant data gathered from prior projects or extracted from industry reports in order
to form a database to guide our future property development projects. Attributable to our cost
control system and financial discipline, we recorded a gross margin of 27.1%, 31.5% and 25.0% in
2018, 2019 and 2020, respectively.

Since we acquired our first project, “Lu Xingzhuang project” (i /LM 7 @M= H),
through Urban Redevelopment Schemes in 2006, we have over 14 years of experience being an
active member of the Schemes, during which we have participated in 25 shantytown renovation
projects in Zhengzhou, Luoyang and Xinxiang, with a total site area of 5.6 million sq.m. and a total
GFA of 17.5 million sq.m. that has been completed or under development (excluding those land for
which we have not obtained land use rights). In addition, as of December 31, 2020, our total GFA
for the urban village renovation project amounts to 66.3 million sq.m. For more information, see
“Business — Urban Redevelopment Schemes”.
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Standardized and scalable development process aiming at optimizing operating efficiency
and maximizing economic returns

We have established a standardized development process for developing property with the use
of distinctive procedures, components and units since 2006, which we believe constitutes one of
the key factors to our success and enables us to achieve high growth rates and investment returns
while maintaining a healthy profit margin for each of our projects.

Our standardized development process covers the full spectrum, including site selection and
land acquisition, project planning and design, selection of construction contractors and suppliers,
bidding and procurement, construction supervision and quality control, cost control and document
management. Our typical property development process involves constant market monitoring
efforts and the compilation of project feasibility study reports pursuant to our established
procedures with an aim to identify land acquisition opportunities suitable for our property series.
Once a property series is determined for the development of a specific land parcel, we follow our
set operating procedures, which are generally repeatable across different projects within the same
series, to commence project planning, raw materials sourcing and project construction. Our
standardized approach also centralizes many critical aspects of our project development processes
at our headquarters, including project selection and approval processes, construction material
procurement and product design. This involves the collection of template product designs,
apartment layouts, blueprints, modules, contracts, bidding documents and strategic relationships
with qualified third-party suppliers pre-approved through stringent selection processes. We have
developed five product lines to better serve the market needs, which include (i) “Quality Home”
series that focuses on delivering great living atmosphere, (ii) “Shangjing” series that targets
higher-end users, (iii) townhouses that emphasize on integrated residential service, (iv) serviced
apartments that cater to convenient and trendy life style, and (v) high-end offices that aim to create
smart and intelligent supporting system. In addition, we have implemented a uniform financial
management and reporting system, under which the finance department of each project company is
directly managed by our headquarters, which allows us to consolidate and centralize our capital
management.

We have also established a centralized contract processing and approval system to monitor
contract execution and strengthen internal control. Last but not the least, we supplement our
standardized development process with a standardized system of marketing and customer
relations. Through standardization of case management, marketing management, marketing
technology and our marketing system, we aim to ensure smooth flow of all aspects our marketing
work. In terms of customer service and relations, we are committed to organizing activities and
events that further promote our long-term customer care initiatives and maintain positive
relationship with our property owners.

Leveraging our standardized development process, we are able to replicate our property
projects, shorten project development cycles and reduce development costs while improving total
sales volume and ensuring consistent quality. We believe that such efficient and scalable
development schedules for our projects have enabled us to capitalize on the growing purchasing
power in our target cities, optimize the allocation of capital and other resources and maximize
efficiency and investment returns. In addition, our standardized development process enables us to
replicate our operations from one city to another in a cost-efficient manner. As a result, we believe
we are able to shorten our project development cycle and initiate sales relatively quickly and
achieve operational economy of scale when entering into a new region.

Attributable to our standardized development process, we were recognized as “2020 Top 50
China Real Estate Development Enterprises” (112 75 i & B 85 2£505 ) , #2020 Top 50 China
Real Estate Developers”, “2019 Top 50 China Real Estate Development Enterprises”, “2019 Top
50 China Real Estate Developers”, “2018 Top 50 China Real Estate Development Enterprises” and
“2018 Top 50 China Real Estate Developers” in terms of brand value. Specifically, we were ranked
the seventh of “2018 Top 10 China Real Estate Developers” in terms of efficiency, jointly selected
by CREA and CRA. We further received the honor of “2018 Top 100 Private Enterprises in Henan
Province” (201877 Fg &% {41007 ) by Henan Province Association of Industry and Commerce
SO R-FARNGE S ke p)

Experienced management team, effective management system and performance-driven
corporate culture

Our success has been, and will continue to be, dependent on our experienced management
team, a team with in-depth understanding of the real estate industry in China. Mr. Zhang Jingguo,
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our chairman and chief executive officer, started his career in the real estate industry in Zhengzhou
as early as 1994 and has accumulated extensive experience in this industry since then. In
recognition of his influence and outstanding contribution to the real estate industry, Mr. Zhang was
awarded “2013 China Top 100 Real Estate Entrepreneurs” (20135 5 i 7 H 3 &3 %) by the
Top 10 China Real Estate Research Group (772 5 #li 7 Top 10 #F 7t 4) in 2013 and “Meritorious
Entrepreneur” (H#j {3 %) by Henan Real Estate Chamber of Commerce (7 F§ & 5 i 75 €)
and Henan Real Estate Appraisal Center (Y7 F & /5 #ii 2 H5F #7.L>) in 2018. We maintain a stable
management team, most of whom have been with us for over ten years with an average of 12 years
of experience in their respective fields. Our management team is also supported by a well-trained
and dedicated workforce. We endeavor to recruit and train employees with the potential to become
long-term effective management staff. We have implemented a “4R” management system that is
centered around the concept of “Results,” “Responsibility,” “Review” and “Reward.” We
emphasize management’s evaluation of employees based primarily on the results each employee is
able to achieve, enhancing each employee’s sense of individual responsibility and fostering the
development of their execution powers, helping employees to complete every task quickly and
effectively, advancing us toward rapid expansion and the completion of our strategic goals. By
implementing and maintaining various internal management measures such as daily and weekly
planning, periodic results checks and weekly and monthly internal consultations that are set forth
in our internal management manuals, we maximize the ability of our teams to carry out daily
operations and ensure strong execution capabilities. We have implemented an incentive scheme
combining competitive compensation packages together with performance-based bonuses based
on semi-annual evaluations, so as to align the interests of our employees with the interests of our
Group. We also maintain an individually tailored career development platform to provide in-house
training sessions and sponsor short-term business administration and property development
courses at renowned universities and institutions for our senior management. The “4R” system is
integrated into our working environment and corporate culture, empowering our employees with
greater responsibilities based on their performance and ensuring strong execution capabilities and
streamlined operations.

OUR STRATEGIES

We aim to continue to grow as a leading property developer with a strong presence in Henan
and expand into other rapidly developing cities outside Henan. We have developed the following
business strategies to pursue our growth objectives:

Continue to strengthen our leading position in Zhengzhou and Henan Province

Leveraging over 20 years of operational experience in Zhengzhou and Henan Province along
with our leading market position in this region, we plan to grow our business and strengthen our
leadership position to take advantage of the continuously increasing demand for high-quality
residential properties and office buildings resulting from rapid growth in urbanization and general
local economies.

We expect that the demand for residential properties and office buildings in Zhengzhou and
other major cities in Henan Province will remain significant. As the third most populous province
in the PRC, Henan Province currently has a greater rural population than many other provinces,
most notably provinces on China’s eastern coast with a greater level of industrialization, and its
urbanization rate still lags behind the national average. We believe this provides tremendous
growth potential, especially for the segments of first time home buyers and home upgraders, as the
PRC government continues to implement urbanization policies which are expected to contribute to
an increase in Henan Province’s urban population in the next few years. With increasing
urbanization in Henan Province, we foresee greater demand for the type of projects that we
develop. We intend to continue to focus on developing high-quality residential communities in
Zhengzhou, in particular, the emerging new development districts which constitute future
development focus of the Zhengzhou government and represent high growth potential, such as
Zhengzhou Air Harbor Comprehensive Economic Trial Zone (¥ T %2 #s 8 75 45 A B B0 i),
Baisha Industrial Park (¥ [E %), Zhengzhou National High and New Technology Industries
Development Zone (35 JH B 5¢ i 7 432 1l 2 3£ B 2% %) and Zhengzhou Economic and Technological
Development Zone (¥ M #8755 fifif B %% [ ). In addition, we plan to penetrate into additional major
cities around Zhengzhou with solid industrial base and high-growth potential in Henan Province,
such as Luoyang and Xinxiang, where we have entered into two master agreements with the local
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governments and the relevant villagers’ autonomous organizations relating to certain Urban
Redevelopment Schemes. We believe our in-depth knowledge of the local property development
markets, our property development expertise, our active participation in Urban Redevelopment
Schemes and highly scalable business model based on our application of standardized development
processes to diversified product offerings well position us to maintain our lead over competitors
and capitalize on the fast economic growth and rising urbanization in this region.

Replicate our successful business model in other rapidly developing cities

As part of our strategic expansion plans, we intend to replicate our success in Henan Province
to tap into strategically selected cities with established industrial base and high growth potential,
by leveraging our systematic management approach, standardized development process and
established brand name and reputation. We recognize that these rapidly developing cities will play
an increasingly important role in the real estate market in China resulting from the rapid
urbanization and expect to benefit from the strong economic growth in these regional property
markets. We have established operations in 1995, with 93 completed property projects, 60 property
projects under development and 35 property projects held for future development with an
aggregate GFA of approximately 12.7 million sq.m. as of December 31, 2020. We plan to expand
our operations, branch out in first- and second-tier cities such as Beijing and Wuhan and deepen
market penetration in these fast-growing cities. Moreover, we are in the process of actively
exploring opportunities in a few carefully evaluated cities and regional economic hubs.

Before entering into a new market, we thoroughly evaluate potential demand based on our
experience in existing markets and focus on areas with favorable attributes in the following areas:
(1) local policies and regulatory environment; (ii) industrial base and composition of population;
(iii) economic development and urban planning; (iv) natural environment and facilities in the
vicinity and (v) supply of land and housing price outlook. We plan to continue implementing our
prudent project selection strategy, standardized development process and financial discipline in
executing our geographic expansion plans in strategically selected new regions. We seek quality
land parcels that are conveniently located in regions with rapid economic development at
competitive costs and evaluate the financial impact of the site selection and land acquisitions. We
will continue to focus our site selection in cities with sensible pricing and strong growth potential
that we believe are well suited for our market positioning and standardized development processes.
We intend to manage our business expansion with financial discipline, perform comprehensive and
in-depth market research and financial analysis and gradually establish our market presence and
brand recognition in the new regions by developing one or two representative projects in a prudent
and sustainable manner.

Further enhance our brand competitiveness and customer loyalty

We place significant emphasis on enhancing our reputation and improving brand premium,
which we believe will further increase our profitability, drive our customer loyalty and facilitate
our efforts to expand into new regions.

We strive to continue to develop diversified and high-quality residential properties that cater
to the varying needs and preferences of our target customer groups and further enhance our profile
and brand image. We have integrated local lake views and wetland landscapes into the ambience of
certain properties we have developed and plan to continue to develop notable architectural and
landscape designs in future projects. We have also been continuously improving the ancillary
facilities for our completed residential projects, including clubhouses and other public facilities, in
order to enhance the attractiveness of our properties and maintain brand premium. In the
meantime, we never cease to branch out through developing commercial projects and livable
composite towns, continuously enriching our product mix to meet our customers’ needs at
different levels.
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In addition, we plan to allocate more resources to brand management and brand promotion,
communicate with our customers in a more effective manner and incorporate customers’
satisfaction and loyalty as an integral and significant part of our management evaluation system.
We have established the “Zensun Community” (IEP ), a membership program through which
our project development team and management team maintain close contact with our customers
through customer satisfaction surveys, hotlines and our website, to understand their latest purchase
demands and changing spending preferences, as well as to encourage them to make purchase
recommendations and business referrals to their family and friends. Our membership program also
provides our customers with reward points redeemable for free gifts when they purchase properties
from us as well as discounts at our merchant partners. We intend to further leverage this customer
communication platform to improve and strengthen our relationships with customers, build
customer loyalty, foster brand awareness and enhance the efficiency of our marketing efforts,
which in turn, can contribute to increases in our revenues. We expect to organize more diversified
events to promote neighborhood relations, foster communications with our customers, enlist more
participating merchants to expand our client database and offer more discounts and privileges to
our “Zensun Community” members.

Ensure ample liquidity and diverse financing channels

We pay close attention to and maintain the health of key financial indicators to achieve our
steady growth, ensuring that our financing channels are diverse and our liquidity ample. As of
December 31, 2020, our financing channels included but were not limited to bank loans, entrusted
loans, domestic corporate bonds, offshore corporate bonds, asset-backed securities and trust loans,
supplying us with abundant access to capital.

We maintain strong credit history. In particular, we have established long-term cooperative
relationship with various financial institutions such as banks to ensure ample cash liquidity. As of
December 31, 2020, we had obtained RMB70 billion (US$10.8 billion) committed bank loan
facilities, of which RMB60.7 billion (US$9.3 billion) remain unused. We have also entered into
strategic cooperative arrangement with commercial loaners and obtained continuous credit
support. Leveraging on our robust credit history and cooperative relationship with financial
institutions, we aim to maintain and empower our financing capability.

Continue to attract, retain and motivate skilled and talented employees

We are committed to building a professional and skilled team with strong execution
capabilities that identifies with our corporate values, vision and culture. We emphasize attracting
and recruiting experienced individuals and university graduates with growth potential. We design
and offer employee training programs tailored for various positions and managerial skill levels,
and will continue to fine-tune such programs, further arrange for seminars and external training
opportunities to suit the respective skills and expertise of our employees. More specifically, we
will continue to sponsor our senior management personnel to take courses at reputable business
schools in China and abroad in order to improve their leadership skills. Furthermore, we will
continue to implement the mentor system that has been put in place across various departments to
ensure that knowledge and expertise are passed on and valued.

We will continue to offer competitive remuneration packages to attract and retain talented
employees. We will offer our employees a wide range of performance incentives, including
bonuses and internal promotion opportunities based on regular performance evaluations. In
addition, we will continue to implement our existing “4R” management system and maintain an
entrepreneurial working environment. We believe such an entrepreneurial corporate culture will
enhance knowledge sharing, collaboration and innovation among employees, lead to increased
efficiency, foster greater loyalty, job satisfaction, engagement and commitment to their work,
resulting in improved return on the overall operation of our Group.
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OUR BUSINESS
Our Property Projects
Overview

As of December 31, 2020, our property portfolio consisted of 87 property projects or phases
with an aggregated GFA of approximately 15.5 million sq.m., which were located in thirteen cities,
including Zhengzhou, Xinyang, Xinxiang, Xuchang, Wuhan, Wenchang and Beijing, Nanyang,
Luoyang, Shangqiu, Anyang, Pingdingshan, and Zhoukou. As of December 31, 2020, we had
completed property projects or project phases with an aggregated GFA of approximately 2.9
million sq.m., projects or project phases with an aggregate GFA of approximately 8.2 million sq.m.
that were under development, and an aggregate GFA of approximately 4.4 million sq.m. that were
planned for future development. In addition, as of December 31, 2020, we had a total site area of
approximately 33.1 million sq.m. intended, but not committed, to be acquired for future
development in Zhengzhou, Luoyang and Xinxiang of Henan Province, which is attributed to our
Urban Redevelopment Schemes in respect of which we have only entered into master urban
redevelopment agreements or cooperation agreements but had not, as of December 31, 2020,
entered into the relevant land grant contracts or obtained the relevant land use right certificates.
Our property projects developed in 2018, 2019 and 2020 were mainly residential properties. We
currently offer two standardized series of residential properties, namely “Shangjing” series and
“Quality Home” series. These two property series delineate the different positioning for a variety
of segments among our target customers and differ in terms of site selection, ambience, design and
artistic styles, apartment layout, plot, greening and parking ratio, materials and components used,
target customers, among others. Our “Shangjing” series represent the high-end properties we
develop.

The table below sets forth the details of our two series of residential properties:

Shangjing (L 3%) Quality Home (& X)
UnitGFA .............. 140 sq.m. to 210 sq.m. 80 sq.m. to 140 sq.m.
Building types .......... bungalows, townhouse and mid-rise and high-rise
low-rise/mid-rise garden apartments
apartments
Design features ......... new Chinese-style “Scholar Mansion” (“ZEJff”),

features New Asian style,
“Orchids Mansion” (“Fi#E”)
features New Chinese style
and “Golden Mile House”)
(“t %) features

modern-simplistic style.

Plotratio .............. less than 2.5 less than 3.0
Target customers ........ medium-to-high income medium-to high-income
households first-time home buyers and
home upgraders
Location . . .. ........... high-class residential area downtown areas with
surrounding central business convenient transportation
district and amenities
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Classifications of Our Property Projects
We generally classify our property projects into the following four categories:
° Completed projects or project phases;
° Projects or project phases under development;
° Projects or project phases planned for future development; and
° Projects or project phases intended to be acquired for future development.

A project or project phase is classified as completed when a completion certificate has been
obtained from the relevant government construction authorities.

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

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

A project or a project phase is considered intended to be acquired for future development
when we have signed master agreements or letters of intent with the local government authorities
or villagers’ autonomous organizations in connection with Urban Redevelopment Schemes, but
have not completed the public tenders, auctions or listings-for-bidding process, entered into a land
grant contract for the underlying parcel of land with relevant government authorities or obtained
the relevant land use rights certificates.

As some of our projects comprise multiple-phase developments that are completed on a
rolling basis, a project may fall into one or more of the above categories.

Detailed descriptions of each of our projects as set forth in this offering memorandum are as
of December 31, 2020, unless otherwise dated. The commencement date relating to each project or
each phase of a project refers to the date construction commenced on the first building of the
project or phase. The completion date set out in the description of our completed projects or phases
refers to the date on which the completion examination and acceptance form is obtained for each
project or each phase of a multi-phase project. For projects or phases under development or for
future development, the completion date reflects our best estimate based on our current
development plans.

Site area is calculated as follows:

° for projects or phases for which we have obtained land use rights, based on the relevant
land use rights certificate; or

° for projects or phases for which we have not obtained land use rights, based on the
relevant land grant contracts.

Total GFA is calculated as follows:

° for projects and phases that are completed, based upon the relevant completion
examination and acceptance form or property measurement report;

° for projects and phases that are under development, (i) based upon the relevant pre-sale
permit for the residential, office or retail portion and the relevant construction work
planning permit for the other portions, and (ii) based upon the relevant construction
work planning permit if the relevant pre-sale permit has not been issued;
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° for projects and phases that are planned for future development, (i) based upon the
relevant construction work planning permit, or (ii) if the relevant construction work
planning permit has not been issued, based upon the total GFA indicated in the
government-approved property development plans or based on our internal records and
development plans, which may be subject to change; and

e  for projects and phases intended to be acquired for future development, based on our
internal records and development plans, which may be subject to change.

Total GFA as used in this offering memorandum is comprised of saleable/leasable GFA and
non-saleable GFA. Non-saleable GFA as used in this offering memorandum refers to ancillary
facilities that are not saleable pursuant to PRC laws and regulations as well as underground store
rooms. Saleable/leasable GFA as used in this offering memorandum generally refers to our internal
floor areas and shared areas that are allocated to such properties, our investment properties and
non-civil defense car parks that are saleable pursuant to PRC laws and regulations, as well as civil
defense car parks that are leasable under the applicable PRC laws and regulations.
Saleable/leasable GFA is further divided into saleable/leasable GFA pre-sold/sold and
saleable/leasable GFA unsold. A property is pre-sold when we have executed the purchase or lease
contract but not yet delivered the property to the customer. A property is considered sold after we
have executed the purchase or lease contract with a customer and have delivered the property to the
customer.

Saleable/leasable GFA is calculated as follows:

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

o for projects and phases under development, based upon the relevant pre-sale permit, or
based upon other documentation issued by relevant government authorities if the
pre-sale permit is not available or applicable; and

o for projects and phases that are planned for future development as well as projects and
phases intended to be acquired for future development, based upon our internal records
and development plan. The total GFA we intend to sell does not exceed the product of
multiplying the site area and the maximum permissible plot ratio as specified in the
relevant land grant contracts or other approval documents from the local governments.

Our classification of our properties reflects the basis on which we operate our business and
may differ from classifications employed by other developers. Each property project or project
phase may require multiple land use rights certificates, construction permits, pre-sale permits and
other permits and certificates, which may be issued at different times throughout the development
process.

We have included in this offering memorandum the project names which we have used, or
intend to use, to market our properties. Some of the names for property developments may be
different from the names registered with the relevant authorities. The names are subject to approval
by the relevant authorities and are subject to change.
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Urban Redevelopment Schemes
Overview

As part of the PRC central government’s plan to renew underdeveloped urban areas, local
governments offer urban redevelopment schemes, or Urban Redevelopment Schemes, whereby
local governments provide a statutory framework for the participation by real estate developers
through public-private partnership.

Under the Urban Redevelopment Schemes, local governments designate areas in their zoning
process that are available for public-private partnerships between the local communities and real
estate developers. Such schemes typically involve compensation and resettlement of residents in
the affected area, demolition of existing structures and clearing of the land, construction of
infrastructure and public facilities, construction of resettlement housing and overall zoning and
design of the redeveloped area. Pursuant to regulations issued by the People’s Government of
Zhengzhou, Luoyang and Xinxiang, the local governments shall take overall charge of the relevant
Urban Redevelopment Schemes.

Under this regime, real estate developers like us, or Scheme Participants, typically follow the
following steps:

° the local government identifies certain underdeveloped villages within an urban area as
targets for redevelopment under its overall urbanization plan and zoning process.
Public-private partnership under such framework is encouraged to seek funding for, and
accelerate the process of, the redevelopment;

° the Urban Redevelopment Scheme is launched whereby Scheme Participants negotiate
with the local governments, government-controlled entities, or the relevant villagers’
autonomous organizations, as the original land use rights owners, and enter into legally
binding master agreements or letters of intent;

° in accordance with the relevant agreements that have been entered into, Scheme
Participants provide upfront funding for the expenses to be incurred in the land
resettlement operations, including land compensation fees, resettlement and relocation
expenses, among others;

° upon completion of the land clearing operations, the relevant land parcels are required to
be sold through public bidding. Public bidding is an open process and the Scheme
Participants may or may not secure the land for development. As part of the established
practice for the Urban Redevelopment Schemes in Zhengzhou, the developer that wins
the bid and obtains the land use rights, or the Project Developer, provides funding and is
responsible for the construction of resettlement housing;

° the Project Developer is required to pay the land premium to obtain the land use rights.
Scheme Participants have the legal right, pursuant to express provisions of the master
agreements or letters of intent, or general PRC law, for the reimbursement of the
expenses incurred;

° in practice, if the Scheme Participant does not win the bidding and therefore does not
become the Project Developer, the Scheme Participant will seek reimbursement of all
prepayments and advances it has made, and will not proceed with the funding and
construction of resettlement housing;

° based on our past experience with Urban Redevelopment Schemes in Zhengzhou, if the
Scheme Participant wins the bidding and becomes the Project Developer, it will be
refunded an amount equivalent to certain percentage (approximately 60% in
Zhengzhou) of the proceeds of land sale and will proceed with the funding and
construction of resettlement housing; and

° in some instances, a Scheme Participant may negotiate for the termination of the master
agreement or letter of intent prior to the land being put up for public bidding, and the
termination agreements will provide for the reimbursement of all prepayments and
advances made as well as a payment schedule.
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Our Participation in Urban Redevelopment Schemes

We were engaged in 25 Urban Redevelopment Schemes in Zhengzhou, Luoyang and Xinxiang
as of the date of this offering memorandum. We participate in Urban Redevelopment Schemes with
the intention to participate in the future property development of the relevant land parcels. We
believe our involvement in such schemes enables us to (i) gain more insight into the land parcels at
preliminary stages, which increases our chances in the subsequent public tender process and
improves the property development efficiency, (ii) access land parcels situated in urban areas with
significant appreciation potential in a cost-efficient manner, and (iii) maintain favorable working
relationships with the relevant government or government entities.

We have adopted a disciplined and return-driven approach to the participation of Urban
Redevelopment Schemes and select only those projects that can be effectively managed by our
available resources, fit into our investment budget and have the potential to meet our target project
return criteria. Since we acquired our first project, “Lu Xingzhuang project”, through Urban
Redevelopment Schemes in 2006, we have over 14 years of experience being an active member of
the Schemes, during which we have participated in 25 shantytown renovation projects in
Zhengzhou Luoyang and Xinxiang. As of December 31, 2020, the GFA we redeveloped for the
urban village renovation project area amounted to 17.5 million sq.m and the GFA planned for the
urban village renovation project area amounted to 66.3 million sq.m..

We have formed mature and sophisticated business lines under Urban Redevelopment
Schemes, including but not limited to planning and design, business negotiation, cooperative
arrangement, demolition and relocation, development and construction, and operation services in
new areas of shantytown renovation.

We take into account the following factors, among others, before a decision is made whether
or not to proceed with a particular Urban Redevelopment Scheme:

o location, transportation access, availability of infrastructure support and other regional
resources of the land parcel,

° appreciation potential of the land parcel,;

° estimated development timespan. The agreements related to the Urban Redevelopment
Schemes usually involve relatively long execution periods and it typically takes three to
five years from the time we enter into the relevant master agreements or letters of intent
till the time the land parcels are put up for auction; and

° amount of upfront funding, estimated land premium and expected refund schedule.
According to the relevant agreements we have entered into, we will provide upfront
funding for the expenses to be incurred in the land resettlement operations, which will
be accounted for in our total land cost. The magnitude of upfront funding can be
ascertained before we enter into the master agreements or letters of intent. Although we
have the legal right, pursuant to express provisions of the master agreements or letters of
intent, or general PRC Law, for the reimbursement of the expenses incurred, as part of
the established practice in Zhengzhou, for the Urban Redevelopment Schemes in which
we thereafter successfully obtain the land use rights, we generally expect to be refunded
with an amount equivalent to approximately 60% of the land premium according to the
relevant local regulations and the redevelopment plans as approved by the competent
local government authorities. The refund received from the governments is less than the
resettlement costs funded by us in all the Urban Redevelopment Schemes we have
obtained the relevant land use rights. The shortfall is born by us and accounted for as our
land costs. Such refund is generally made in instalments over the course of two to three
years upon our entering into the land grant contract. In the case that the upfront funding
and resettlement costs are less than 60% of the land premium abovementioned in our
other Urban Redevelopment Schemes in the future, we would expect to be reimbursed
with the actual cost and expenses incurred in the land resettlement operations. However,
based on our past experience, upfront funding and resettlement costs incurred by us
were generally expected to be more than 60% of the land premium in all the Urban
Redevelopment Schemes we have obtained the relevant land use rights during the three
years ended December 31, 2020.
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We may opt not to proceed to bid for the land parcels if the initial bidding price exceeds
certain amount. We may also terminate the master agreements or letters of intent related to certain
Urban Redevelopment Schemes in the event of the counter-party’s failure to perform certain
contractual obligations, the government’s changes in the relevant zoning plans or significant delay
in the resettlement operations, among others.

There is no assurance that we will be successful in securing the land grant contracts or
obtaining the relevant land use rights certificates in respect of such Urban Redevelopment
Schemes. After fulfilling our obligations under these agreements, we are still required under the
relevant PRC laws and regulations to go through the public tenders, auctions or
listings-for-bidding and, if we are successful in such process, enter into a land grant contract and
pay the relevant land premiums before we are eligible to apply for the land use rights certificates.
In the event that we are not successful in such bidding process, we will not be able to secure the
land use rights, and as a result, we will not be able to proceed with the development of such
projects and will not have access to any of the associated GFA for development or for sale. See
“Risk Factors — We are party to certain agreements related to Urban Redevelopment Schemes,
which are subject to uncertainties and delays. We may not be able to obtain the land use rights for
the land parcels related to such schemes and we may not be adequately or timely compensated or
refunded for the land resettlement expenses we have incurred.” As of the date of this offering
memorandum, we had won the bid and successfully acquired the relevant land use rights for all the
Urban Redevelopment Schemes in which we were involved and decided to proceed that had
undergone the public tenders, auctions or listings-for-bidding process.

We have prepaid deposits and/or advances under these contractual arrangements. These
deposits or advances were payments made by us in accordance with the terms of the relevant
master agreements or letters of intent and have been accounted for as prepayments, deposits and
other receivables in our financial statements. When we secure the land parcel evidenced by
obtaining the land use rights certificate, the land costs will be fully accrued and transferred to
prepaid land lease payments in our financial statements. Such amounts will be transferred to
properties under development upon commencement of construction. The land costs include land
premium that has been paid and payments that are obliged in connection with the Urban
Redevelopment Schemes, offset by refund received or receivable from the government. Payments
in connection with the Urban Redevelopment Schemes include both prepayments and deposits
already made as of the date of land acquisition and the outstanding land resettlement obligations
which are to be paid in the future. The outstanding land resettlement amounts are accrued based on
the management’s best estimation according to the requirements set forth in the Urban
Redevelopment Schemes.

We primarily finance the contractual arrangements relating to such Urban Redevelopment
Schemes using internal funds and borrowings from commercial banks and trust financing
companies. We are entitled to be refunded the deposits and advances by the local governments
based on the relevant provisions set out in the master agreements or letters of intent pursuant to the
Civil Code of the People’s Republic of China ("3 A\ REIFIE K% M) or claims in unjust
enrichment.
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Property Development Management

We endeavor to develop and offer a range of properties that cater to the demands and
preferences of middle to upper-middle class customers in Zhengzhou and other selected cities. Our
target customers generally include first time home purchasers and those purchasing to upgrade
their existing living condition, primarily in Zhengzhou and other major cities in Henan Province as
well as selected cities outside Henan Province such as Qingdao, which has solid industry base and
high growth potential. We develop and sell a variety of residential property types, including
high-rise apartments, mid-rise apartments, low-rise garden apartments and townhouses, through
two residential property series, namely, “Shangjing” series and “Quality Home” series, to
delineate the different positioning for a variety of segments among our target customers. We also
develop office buildings for sale primarily in emerging business districts in Zhengzhou to further
diversify our product offerings.

We have adopted a systematic management approach for our property development activities,
through which we develop our property using standardized procedures, designs, components and
modules, focusing on minimizing the time between site acquisition to pre-sale to the completion of
our property development projects. Our standardized development process covers the full spectrum
of our business operations, including site selection and land acquisition, project planning and
design, selection of construction contractors and suppliers, quality control, cost control and
contract management. In particular, we have maintained model residential property portfolios of
“Shangjing” series and “Quality Home” series, each featuring its respective standardized designs,
ambience, apartment layout, plot, greening and parking ratio, and construction materials, among
others. We believe such business model enables us to replicate our property projects rapidly across
different regions, shorten project development cycles and reduce development costs, thereby
maintaining prudent financial leverage while also establishing consistent product quality and
maintaining corporate brand image.
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The following diagram sets forth our standardized property development process:

Site Selection and Land Acquisition

gather comprehensive information of target markets, including geography, culture, economy, population, competition
landscape and city planning

analyze and evaluate the local property market, including housing demand, growth potential, local land supply, property
policies and comparable projects

go through standardized site selection and approval procedures involving in-depth feasibility study reports to identify
and evaluate development opportunities

participate in Urban Redevelopment Schemes to gain more insights into land parcels with significant appreciation
potential

Product Design and Development

develop standardized property series suitable for various locations and target customer groups

establish standardized floor plans, interior and exterior designs for each property series

design standardized components, including architectural themes and landscape styles

develop strategic cooperation with selected architecture and design firms in accordance with standardized product design

Procurement and Contract Management

go through standardized procedures for the selection, management and evaluation of contractors and suppliers
maintain form contracts with standardized terms and conditions
follow standardized bidding process for selection of contractors
maintain strategic supplier network for construction materials and equipment with standardized specifications

Project Construction and Quality Control

develop strategic cooperative relationships with quality contractors and construction supervision companies

set forth detailed requirements, including quality, time, cost and safety, for each milestone throughout the development
process

monitor construction process

conduct periodical inspection and reporting with standardized evaluation procedures

Project Promotion and Marketing

devise detailed sales schedules with long-term and short-term sales targets

make detailed promotional plans for each project

set up on-site demonstration areas

deploy in-house sales and marketing teams and engage third-party real estate sales agencies
follow standardized sales procedures to ensure smooth transaction and delivery

Property Management and Customer Service

engage a property management company to provide security, property maintenance and ancillary services
develop membership program to enhance relationship with customers

organize activities and events to better promote long-term customer care initiatives and maintain positive
relationship with property owners
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Although our standardized approach centralizes many critical aspects of our project
development processes at our headquarters including project selection and approval, procurement
of certain construction materials, product design and cost management, we also establish project
companies to supervise and manage our property development projects outside Zhengzhou to
better address the local market conditions. These project companies are responsible for the
frontline operations of our projects outside Zhengzhou, including property development and sales
and marketing, and are supported and monitored by our headquarters. The senior management of
our Group works closely with the management of each of our local project companies to provide
guidance as to the overall strategic directions of our Group as well as to supervise and oversee the
activities of each of the project companies.

Detailed discussions of our property development process and procedures are set forth below.
Market Research and Site Selection

Our market research efforts include general studies on cities where we have operations or
target regions where we expect to expand into, potential customers and customer demands as well
as the availability and estimated cost of suitable land parcels in such areas. We also actively collect
industry information, policies and news announcements released by industry consulting firms,
local governments and competitors to facilitate our analysis and evaluation. We place significant
focus on governments’ policies in order to adjust our operations and property developments to
ensure that our developments are in line with current macro real estate industry policies and trends
and to capture market opportunities.

Our multi-tier market research activities include (i) constant market monitoring efforts
carried out by our land development center and sales and marketing center at the headquarters level
and, for projects outside Zhengzhou, the local management team at the project company level in
order to identify real time potential opportunities and (ii) research efforts conducted by our land
development center and sales and marketing center at the headquarters level relating to cities and
areas where we strategically plan to expand.

We assess the potential of the local markets and the target development sites by taking into
account a number of factors, including:

° competitive environment, local demographics, purchasing power and expected growth
of the area in which the land parcel is located;

° customer preference and demand,;

° location, transportation access, availability of infrastructure support and other regional
resources of the land parcel,;

° land premium, estimated development costs and time and expected investment returns;
and

° local urban planning policies and regulations for the relevant site and the neighboring
area.

We generally select projects that can be effectively managed by our available resources, fit
into our investment budget and have the potential to meet our target project return criteria. We have
adopted a disciplined approach to project selection and analyze the local real estate market, and a
decision as to project selection is made generally after we perform in-depth market research and
financial analysis. We have also established certain internal financial ratios as our guidance to
evaluate the estimated investment returns that a project generally needs to meet in order to
proceed. As a result, we are generally able to effectively manage our land acquisition costs and
avoid potential adverse impact on our cash flows.

Land Acquisition

We generally follow certain procedures in our land acquisitions. In the initial evaluation,
which is generally led by our land development center and involves management at the relevant
local project company, our land development center, technology center and sales and marketing
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center jointly prepare a feasibility study by cooperating with local project companies, as
necessary. The feasibility study generally presents general regional or city analysis, property
market analysis, project positioning, project design, marketing strategy, construction schedule,
cost and return analysis, and is subject to the approval of our investment strategy committee,
comprised of our executive directors and other senior management. The report, if approved, will be
submitted to our internal investment committee and chief executive officer for final confirmation.
Certain material land investment will also be submitted to our Board of Directors for approval.

We generally refrain from acquiring land from the secondary market. During 2018, 2019 and
2020, substantially all of the land parcels for our property developments, including the ones for
which we were involved in the Urban Redevelopment Schemes, were acquired directly from the
PRC government through the bidding process in public tenders, auctions or listings-for-bidding for
land use rights held by local governments in accordance with the Provisions on Bidding, Auction
and Sale of Land Use Rights. Land parcels granted through such methods are generally free of title
or planning issues or other legal disputes, which may have otherwise prolonged our development
cycle and incurred additional costs. In addition, we established certain joint ventures with other
real estate developers who hold land use rights of land parcels that suit our investment portfolio
and involve lower investment risks and less legal concerns. As we believe that acquiring land
parcels at competitive prices is critical to our development strategy, we will employ the acquisition
strategy that will best meet such goal.

We adopt proactive and strategic approaches to replenish our land bank and have a strong
project acquisition pipeline. In addition to acquiring target land by directly participating in the
tender process held by local governments, we also cooperate with various local governments in
Zhengzhou, Luoyang and Xinxiang in their Urban Redevelopment Schemes. Such practice is
common in the real estate market of Zhengzhou as well as other cities in Henan Province. Through
such participation, we have entered into a number of master agreements or letters of intent with the
local governments, affiliated entities of the local governments or the relevant villagers’
autonomous organizations and have been granted land use rights in the subsequent bidding process
for sites located in Zhengzhou, Luoyang and Xinxiang with a total GFA of 17.5 million sq.m. as of
December 31, 2020. See “— Urban Redevelopment Scheme.” As of December 31, 2020, 61.1% of
our total land bank was acquired through Urban Redevelopment Schemes and 38.9% of our total
land bank was acquired through public tenders, auctions or Listings-for-bidding.

Project Planning and Design

We have in-house design capabilities with a dedicated product design team of 93 employees
at both headquarters and project companies levels as of December 31, 2020. We have established
standardized designs, components and modules for our projects to ensure operating efficiency and
to reduce costs. Our comprehensive product database includes standardized design and
specifications for building types, floor plans, building decorative styles and appearances, specific
ratios such as plot, greening and parking ratios, landscaping and interior components. Most
notably, we have maintained standardized residential property portfolios of “Shangjing” series and
“Quality Home” series, each featuring its respective standardized designs, ambience, layout and
construction materials, among others. See “— Our Property Projects — Overview.”

Our product database is refined and updated based on information that we collect through our
existing projects and experiences, including feedback received from customers, to ensure that our
product database reflects current industry trends and market demand.

Our product design team is responsible for generating the master plans and overall designs for
the project under development, based on its respective product positioning, whereas the detailed
project design work is outsourced to reputable architecture and design firms. Our product design
team works closely with these architecture and design firms to implement design specifications,
adjust detailed blueprints and select raw materials, in order to ensure quality control and that the
products will be in line with our standardized designs, components and modules. We typically use
a tender process in selecting these architecture and design firms by inviting pre-selected firms to
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provide a proposal with a fee quote. In making our decision, we consider their proposed design
concepts, reputation, reliability and quality as well as our previous experience working with them
and the price of their proposed services. As of December 31, 2020, we maintained strategic
relationships with a number of leading third-party architecture and design firms, and expect to
deepen our cooperation with such firms in the future. As these pre-selected firms are familiar with
our standardized property series, they will be able to efficiently assist us and reduce the overall
timeframe for design and product development.

In addition, our project management, finance, construction cost, tendering and procurement
management and sales and marketing centers are also actively involved in the project design
process, in order to enhance operating efficiency and ensure the precise positioning of our products
to meet market demand, which allows efficient marketing and promotional efforts and expedites
the pre-sale of our properties at a later stage.

Pre-Construction

To comply with relevant PRC laws and regulations, prior to the commencement of
construction work, we must first obtain the development rights to the relevant land parcel and the
necessary permits and certificates, which include the construction land planning permit, the
construction work planning permit and the construction work commencement permit (which will
only be issued after the land use rights certificate, the construction land planning permit and the
construction work planning permit are obtained). Our Zensun Orchids Mansion (Valley-view
Court) experienced delay in obtaining certain such permits or certificate due to the historical relics
discovered there. During 2018, 2019 and 2020 and as disclosed in this offering memorandum,
except the delay caused by the historical relics discovered, we did not experience any significant
delays in obtaining the aforesaid certificates and permits. As of the date of this offering
memorandum, except for the projects we had not commenced construction, we had obtained all the
relevant certificates and permits as required by PRC laws and regulations for all of our projects
under development and projects planned for future development according to the respective project
development schedules.

Contractors and Procurement
General Contractors

We outsource the construction work to qualified general construction contractors. In 2018,
2019 and 2020, Henan Zensun Corporate Development Group Co., Ltd ({7 /g 1F P > 3 58 R £ F A
R\ ), one of our affiliates, was our largest general contractor. In 2018, 2019 and 2020, our total
purchases from Henan Zensun Corporate Development Group Co., Ltd in respect of its
construction services amounted to approximately RMB2,699.9 million, RMB4,242.3 million and
RMB3,019.7 million (US$462.8 million), representing approximately 18.7%, 32.2% and 23.2% of
our total construction costs during the same years, respectively. As part of its construction
services, Henan Zensun Corporate Development Group Co., Ltd procured most of our construction
materials for us, such as steel and concrete, in the past and such purchase amounts were included in
the total construction fees paid by us to Henan Zensun Corporate Development Group Co., Ltd.
Other construction costs mainly included certain construction materials and equipment such as
elevators, doors, windows and electronic and fire equipment which we purchase through direct
procurement. See “— Procurement.”

We select our general construction contractors through a tendering process. According to the
PRC Tendering and Bidding Law ({(H#E A\ RILANEFHHE 4R AE 1)), which became effective on
January 1, 2000, and the Provisions on Engineering Projects Compulsorily Subject to the Bidding
Process (CALZEFRIER LAEIHHMIE)), the tendering process is compulsory with respect to
construction projects within the PRC for projects such as (i) large-scale infrastructure and public
utilities relating to social public interests or public security, (ii) projects invested completely or
partly with State-owned funds or financed by the State, and (iii) projects using loans or aid funds
from international organizations or governments of other countries, including the exploration,
design, construction, construction supervision thereof as well as procurements pertaining to
important equipment and materials in connection with project construction. The tendering process
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can be conducted via open tender or tender by invitation. As our projects do not involve the above
situations of compulsory bidding, we may, but are generally not required to, select our construction
companies through an open tender process.

In 2018, 2019 and 2020, the majority of our property projects have involved tender by
invitation process and all construction contractors with competent qualification may submit bids.
The successful bidder is selected based on an independent assessment by the assessment
committee, having taken into account, among others, the following factors: the fee quote, the
construction schedule for completion, the quality of construction work, professional qualifications
and the construction plan, which includes allocation of manpower, safety measures and standard,
equipment and facilities to be adopted, technical specifications, and capacity and track record of
the bidder. In general, the fee quote will be given the greatest importance, followed by the
construction plan and quality and service of construction work. For all the bids for which Henan
Zensun Corporate Development Group Co., Ltd was selected in 2018, 2019 and 2020, it won the
bids because its overall score was among the highest taking into consideration the above factors.

We have selected our construction contractors through tender by invitation or open tender in
compliance with the relevant laws and regulations as well as local regulations where our properties
are situated. Our typical selection process regarding construction contractors has involved the
following steps:

° The mandatory tender requirement as required under the Administration Measures of
Tender and Bidding for Construction of Buildings and Public Infrastructures (5 /& 5
T O i Bt TR i T AR BRSO S B ) was no longer applicable to our property
projects. Nonetheless, as a matter of good corporate governance, we adopted internal
control measures in our procurement process of construction, engineering and related
services and continued to issue tender invitations with contract sum of RMB2 million or
above before entering into the each construction contract;

o For contracts in relation to procurement of contracting services with contract sum of
RMB2 million or above, we shall issue tender invitations to at least three construction
contractors on the list of authorised contractors maintained by us with the required
qualifications and capability to undertake construction projects as well as good
reputation and credibility.

° For contracts in relation to procurement of contracting services with contract sum of less
than RMB2 million, we shall obtain quotations from at least three organisations with the
required qualifications and capability as well as good reputation and credibility.

° Our assessment committee will assess the tenders or quotations submitted in respect of
the contracting services with the following principal criteria:

(i) the pricing of the tender or quotation (in particular, in respect of a quotation or
tender submitted by Zensun Corporate Development Group Co., Ltd, the service
fees and terms shall be no less favourable to us than the fees to be quoted by and
terms available from independent third parties);

(i) the technical specifications of the tender including construction planning,
technical skills, quality and construction schedule; and

(iii) the evaluation of the service provider considering the background and
qualification, industry reputation, track record and previous work experience with
the us (if any).

o In the event that we fail to receive enough bids or quotations at its satisfaction, we may
reassess the scope of services required or revisit the design requirements and relaunch
the tender or seek revised quotations.

° The service provider assessed with the highest score based on the above assessment
criteria will be awarded the agreement for the contracting services.
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Our general construction contractors are obliged to undertake the entire construction project
in strict compliance with laws and regulations as well as our design specifications, requirements
and time schedules, as specified in our construction contracts. Under relevant PRC laws and
regulations, construction contractors need to obtain the relevant construction qualification
certificate for the type of construction work they carry out before they can undertake such property
construction work. In 2018, 2019 and 2020, most of construction contractors we appointed hold
Class I Qualification for General Contractors of Building Construction Works (/75 /& @58 T# s T
MR A1 —# & H). With this license, our contractors are permitted to engage in construction work
for the following buildings under a construction or installation contract provided that the single
contract value does not exceed five times the registered capital of the enterprise: (1) buildings less
than 40 stories with various spans; (2) structures with a height no more than 240 meters; and (3)
residential quarters or building complexes with a GFA no more than 200,000 sq.m. The
construction phase of a development project begins once we obtain the construction permit for the
project. The contractors are required to comply with the relevant PRC laws and regulations as well
as our internal requirements and specifications, such as our quality control procedures, including
examination of materials and supplies, regular on-site inspection and production of monthly
progress reports. See “— Project Management.”

The price of our construction contracts are typically subject to adjustment based on the price
fluctuation of construction materials on a quarterly basis and the payments to construction
contractors are made in stages upon the completion of each construction milestone in accordance
with the construction contracts. Under the construction contracts with Henan Zensun Corporate
Development Group Co., Ltd, we generally prepay 10% of the construction price one week in
advance to the commencement of construction and make monthly progress payments as the
construction work proceeds. Henan Zensun Corporate Development Group Co., Ltd is required to
provide us with warranties, with a warranty period generally ranging from two to five years, for
any losses we may incur as a result of not meeting contractually or statutorily specified quality
standards. In addition, under circumstances where the construction schedules are delayed for more
than the period of time as stipulated in the contracts, we will also be entitled to a pre-determined
amount as a penalty and, in some cases, we will have the right to terminate the contracts.

We generally do not carry insurance against personal injuries that may occur during the
construction of our properties. The construction contractors are responsible for quality and safety
control during the course of the construction and are required to maintain accident insurance for
their construction workers according to PRC laws and regulations. We are not responsible for any
labor problems of our contractors.

Procurement

Certain basic building construction materials, such as steel and concrete, are procured by the
general construction contractors we engage although we typically designate the brands and quality
requirements of these construction materials as part of our construction agreements, and identify a
number of suppliers from whom such materials and equipment should be purchased to ensure the
quality of these construction materials. Pursuant to the construction agreements with Henan
Zensun Corporate Development Group Co., Ltd, the price for construction materials will be
determined by the market price and we bear the risks arising from fluctuation of construction
material prices if the fluctuation is over a certain percentage (usually 5%). We conduct regular
on-site inspection of construction materials procured by our contractors so as to monitor the
quality and inventory level of such materials. The relevant construction materials shall not be used
in construction before the testing report certifying the quality of such construction materials is
released.
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We also procure certain construction materials and equipment directly from third-party
suppliers, who in certain circumstances install such materials and equipment for us. We evaluate
our suppliers in terms of reputation, product quality and other capabilities and currently maintain
a list of over 300 qualified suppliers, covering suppliers for elevators, doors, windows and
electronics as well as fire and heating equipment. We generally select our suppliers through a
tendering process by inviting at least three qualified suppliers, and enter into short-term supply
agreements with our suppliers every time we purchase from them, which include quantity and price
for the construction materials to be purchased by us. In addition, we inspect all equipment and
materials delivered to us to ensure compliance with the contractual specifications before accepting
the materials and approving payment. Direct procurement does not only help us reduce and control
our overall construction costs, but also enables us to better control the quality of such materials.

Project Management

We develop and manage our projects through our project management center at the
headquarters level and also through the local project management teams for the respective projects
outside Zhengzhou. The project management center at our headquarters level makes key decisions
and sets strategic parameters for our project construction process, including overall project
construction planning and periodic targets, scope and size of construction work, selection of key
construction contractors and the procurement of key raw materials and equipment. Our project
management teams oversee the day-to-day construction process of their respective projects. Our
project management center coordinates with various project management teams on an on-going
basis through established reporting mechanisms.

Time Control

We emphasize operating efficiency and project execution capability. For each project, we
formulate a detailed schedule which specifies the timeframe in which each milestone needs to be
achieved during the project development process. Our project management center at our
headquarters is responsible for formulating an overall development timeline, monitoring the
progress of major milestones, such as the timing of construction commencement, the beginning of
the pre-sale process and the completion of construction. We generally monitor the daily progress of
the construction processes and focus our review on the inspection of major construction related
milestones to avoid unnecessary delays in the construction process. In general, weekly reports for
each project and phase are submitted to our project management center. Such project schedule
management enables us to monitor the pace of each project development and to identify any
potential delays in a timely manner. Once a potential delay is identified, we aim to implement
remedial measures to shorten the time frame for future milestones to ensure that the overall project
timeline will not be compromised or to reduce the impact of such delay. In addition, we generally
provide a detailed project construction timeline to our construction contractors and together with
the construction supervision companies, closely monitor that to ensure such timeline is met.

Quality and Safety Control

High quality properties are critical to our reputation and business success. We have placed,
and will continue to place, significant emphasis on quality control over our project development to
ensure regulatory compliance and high quality property products. The construction contracts we
enter into with our construction contractors contain warranties with respect to quality of the
construction projects. In addition, we adopt the following measures for quality control and
supervision of our property development:

° We place a strong emphasis on the selection of service providers. We perform due
diligence in the selection of construction contractors and other third-party service
providers, including external architecture and design firms and construction material
and equipment suppliers, based on their track record, reputation, qualification and
financial condition and maintain lists of qualified suppliers and design firms;
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° We have established standardized quality inspection guidelines that provide
requirements as to quality control standards and specifications for all major aspects of
our construction processes. Our department heads inspect all our construction sites,
generally on a monthly basis, to ensure compliance with our quality control guidelines
and all relevant laws, regulations and industry standards. In addition, quality control
reports for each project are submitted to our project management center on a regular
basis. We assist our general contractors in selecting construction materials in
accordance with quality specifications and inspect quality of the construction materials
used in our projects to ensure compliance with our own standards and specifications on
each delivery;

o In compliance with relevant PRC laws and regulations, we engage qualified construction
supervision companies to monitor certain aspects of our project construction and
conduct quality and safety control checks on building materials, equipment and
construction in accordance with the relevant PRC laws. These construction supervision
companies report the progress and the quality conditions of the projects on a monthly
basis; and

° Prior to delivery of our properties to customers, our property management and
technology teams inspect such properties to ensure that they are in satisfactory
conditions.

In 2018, 2019 and 2020, we did not encounter any material quality problems nor receive any
material complaints about the quality of our projects.

Cost Control

Led by our finance center and involving our construction cost, tendering and procurement
management center, sales and marketing center and technology center at our headquarters as well
as the property management team for each project, we have established a centralized and
standardized procedure to set the relevant budget for our projects, including how to assess the
different cost components. For a typical project, our construction cost, tendering and procurement
management center or the relevant project company, as the case may be, will prepare a master
budget which will be submitted to the project management center and finance center at the
headquarters level and then ultimately approved by our chief executive officer.

We implement our budget control system and monitor the development costs for each project
on a regular basis, including construction costs and marketing expenses, in order to maximize our
profitability and ensure compliance with our project budget. Our construction cost, tendering and
procurement management center records and monitors construction and supplier contracts we have
entered into. It reviews and ensures that the relevant contracted amount and payment schedule is in
accordance with those set forth in our master budget. Our project management center reviews and
verifies the actual costs incurred in detail and compare such costs with the master budget and with
similar expenses incurred at our other projects on a regular basis. In the event that the master
budget for a project needs to be revised, approval from our senior management must be obtained.
In addition to our cost control procedures, our standardized and centralized procurement policy
also contributes to our ability to control development cost as we establish strategic relationships
with qualified construction contractors, design firms and raw materials suppliers to control the
procurement costs while ensuring high quality.
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Sales and Marketing
Pricing

Prior to the pre-sale for each project, our sales and marketing center at our headquarters level,
in consultation with our other departments, including construction cost, tendering and
procurement management center, finance center and project management center, will establish the
overall marketing budget and target ASPs based on the original feasibility study conducted for the
project. Marketing budget plans and target prices are then reviewed and modified from time to time
by our sales and marketing center on an as-needed basis, based on market conditions and actual
pre-sale activities of each project.

We price our properties primarily based on the estimated total costs, target profit and the
prices of comparable properties in the same area, while also taking into account recent prevailing
market price trends. Our sales and marketing team will closely monitor and analyze the pricing
strategies and promotion campaigns of other competing properties and propose adjustment to our
marketing and pricing strategies as appropriate.

Due to the highly competitive and evolving nature of the real estate industry in China, we
constantly monitor the changing market conditions and adjust the sales prices of our projects as
appropriate. Price adjustment, whether upwards or downwards, is usually proposed by the sales
and marketing center or, for projects outside of Zhengzhou, the local project company, which will
then be carefully reviewed and approved by our senior management.

Sales and marketing

We have a dedicated sales and marketing team at both headquarters and project companies
levels. Our sales and marketing team is responsible for conducting market research, formulating
our marketing and sales strategies and managing the overall sales and marketing process. Our sales
and marketing strategy varies from project to project and depends on factors including market
conditions, land size, phase and location of the project, timing for sales and targeted customer
group. We retain third-party real estate sales agencies to facilitate the sales and marketing of most
of our projects. The agency commissions usually range from 0.8% to 1.2% of the total sales
proceeds from a particular project depending on the agents’ sales performance and are negotiated
on a case-by-case basis.

Our sales and marketing team provides valuable input throughout the property development
process. Prior to land acquisition of our projects, our sales and marketing team works closely with
our land development team to collect relevant market data and conduct the feasibility study of each
proposed land acquisition, and participates in developing the optimal positioning and the
conceptual design of all of our projects after land acquisition. Prior to the property pre-sale, our
sales and marketing team formulates strategies and plans for marketing our properties, including
proposed unit sale price, timing and overall budget. The team is also in charge of engaging external
real estate sales agents and monitoring these agents’ sales and marketing activities to ensure that
our marketing strategies and plans are implemented and our products are well-positioned and
presented.

We implement traditional marketing efforts, including advertisement through newspapers,
magazines, outdoor billboards, brochures, television and Internet. We primarily conduct sales
through the sales agencies that we are in cooperation with, in addition to our own property
consultants. Among the sales agencies, we maintain close cooperative relationship with Henan
Henghui Real Estate Consultant Co., Ltd. and Henan Yiju Real Estate Consultant Co., Ltd., both of
which are professional and reputable real estate sales consultants rooted in Henan Province. We
also list our property information on Sina Leju, a gateway to Sina’s real estate channels and online
communities, dahe.com, hnr.cn, zynews.cn and Fang.com, a leading real estate internet portal in
China, to further expand our reach to potential customers. In addition, we have opened a public
account on WeChat, a popular social networking and mobile chat application by Tencent, to
promote our brand name and introduce our property projects.
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Pre-sales

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

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

° the construction land planning permit, construction work planning permit and the
construction work commencement permit must have been obtained;

° the commodity housing pre-sale permit must have been obtained; and

° other specific milestones or requirements provided by local government authorities have
been completed.

In addition, property developers are also required to use a standard pre-sale contract
prescribed by the local governmental authorities.

In 2018, 2019 and 2020, we did not experience any significant delays in obtaining the
aforesaid certificates and permits.

Delivery and After-sales Services
Payment Arrangements

Our customers may purchase our properties either in one lump sum or by installments with
mortgage financing. We typically ask our customers to pay a non-refundable deposit before
entering into the sales or pre-sales contract. The deposit will be forfeited if the customer decides
not to sign the formal sales or pre-sales contract. The deposit will be deducted from the purchase
price if the customer later opts to purchase the property.

Customers may also choose to fund their purchases using mortgage loans provided by
commercial banks. In this case, they will be required to pay a non-refundable down payment of at
least approximately 30% of the purchase price upon entering into the sales or pre-sales contract in
accordance with the terms stipulated in the contract, depending on the type and GFA of the
property and whether it is their first mortgage. The remainder of the purchase price will normally
be paid by the mortgagee bank within three months depending on the approval process of relevant
mortgagee banks. Under the relevant PRC laws and regulations, our customers may obtain
mortgage loans with a repayment period of up to 30 years. In addition, these customers must pay to
us the outstanding balance of the purchase price that is not covered by the mortgagee banks. We
generally request our customers to make down payments to us in lump sum, and as part of our
marketing efforts to appeal to our targeted customers, we introduced promotional schemes that
allowed our customers to make down payments in installments. The customers are, however,
required to remit such down payment to us in full before drawing down the mortgage loans from
the commercial banks according to the relevant bank regulations. In 2018, 2019 and 2020, we had
not experienced any customer default under such payment arrangement.

In line with market practice in China, we assist our customers with obtaining mortgage loans
by providing the relevant property information to expedite their application process, and provide
guarantees as security for these mortgage loans. We do not conduct independent credit checks on
the purchasers but rely on credit checks conducted by the relevant banks. As with other property
developers in the PRC, we are usually required by the banks to guarantee the customers’
obligations to timely repay the mortgage loans on the property. The guarantee periods normally
last until the release or satisfaction of the repayment obligations after (i) the relevant property
ownership certificate is delivered, or (ii) if the relevant property ownership certificate has not yet
been obtained, the mortgage loans are settled between the mortgage banks and our customers. If a
customer defaults under a mortgage loan, we are obligated to repay all debt owed by the customer
to the mortgagee bank under the loan, after which the mortgagee bank will assign their rights under
the loan and the mortgage to us and, we will have full recourse to the properties of our customers.
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As of December 31, 2018, 2019 and 2020, our outstanding guarantees in respect of the
residential mortgages of our customers amounted to RMB39,049.6 million, RMB40,705.0 million
and RMB39,903.7 million (US$6,115.5 million), respectively. Our general policy is that for
customers purchasing through mortgage loans, if they default on subsequent payment after the
initial down payment, the full amount of their down payment is forfeited. In 2018, 2019 and 2020,
we did not encounter defaults by customers that, in aggregate, had a material adverse effect on our
financial condition and results of operations.

Delivery of Properties for Sale

Delivering quality properties and providing superior purchasing experiences to our customers
are key to the success of our business. Prior to delivery of properties to our customers, our project
management and technology teams conduct on-site inspections to ensure such properties are in
compliance with statutory requirements and our prescribed standards. Under the current PRC rules
and regulations, we are required to obtain a “Record of Acceptance Examination Upon Project
Completion” (% LERYLMiZE) prior to delivering properties to our customers. Once requisite
records and certificates are obtained and the relevant acceptance inspection is conducted, we will
notify our customers regarding delivery.

We aim to deliver properties to our customers within the time frame prescribed in the sale or
pre-sale contracts. Pursuant to a typical sale or pre-sale contract, if we fail to deliver the property
on the delivery day stipulated in the sale or pre-sale contract, we will generally be liable to pay a
monetary penalty of 0.01% of the property price on a daily basis until the delivery of property. If
our delay exceeds 60 days, the relevant purchaser may have the right to repudiate the sale or
pre-sale contract in addition to claiming a higher penalty, generally 1% of the contract price. We
experienced delays in a small number of our residential projects in 2018, 2019 and 2020. See “Risk
Factors — Risks Relating to Our Business — We may not be able to complete our development
projects according to our budget or schedule, or at all, which may lead to loss of or delay in
recognizing revenues, lower returns and claims from customers.” We did not experience any
significant delay in the completion of our projects or delivery of properties that had a material
adverse impact on our financial performance in 2018, 2019 and 2020.

After-sales Services

Our sales and marketing team is responsible for our comprehensive after-sales customer
services, including assisting customers in obtaining property ownership certificates and handling
customer complaints. Our sales and marketing team is also responsible for collecting and
analyzing customer data through customer satisfaction surveys, service hotlines and our website in
order to improve service quality, identify customer preferences and provide such feedback to the
design and project management teams to improve our operation, including project design and
marketing strategies. We have established “Zensun Community” (iF 7% €), a membership program
in which purchasers of our properties are automatically enrolled. The membership program
provides our customers with reward points redeemable for free gifts when they purchase properties
from us or recommend new customers to purchase our properties, as well as discounts when they
purchase other properties from us in the future. The membership program also offers other
premium services or activities as well, such as discounts with our local merchant partners. In
addition, we organize complimentary seminars, outings and other events for our members. We
believe this membership program enables us to establish better relationships with customers, build
customer loyalty, foster brand awareness, solicit timely customer feedback and also to handle
customer complaints. We intend to organize more diversified events to promote neighborhood
relations and foster communications with our customers in the near future.
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Property Management

Upon the completion of our properties and until the property owners have established an
owners’ committee, we appoint professional property management companies to manage the
properties we develop by way of a tender by invitation process in accordance with the relevant
property management laws and regulations to provide pre-delivery property management services.
In 2018, 2019 and 2020, all of the pre-delivery services for our projects were provided by Zensun
Property Management, a professional third-party property management company and Henan
Xingye Internet of Things Management Technology Co. Ltd., our related party. Delivery of the
properties to the purchasers by us, we entered into the pre-delivery property management services
agreement with Zensun Property Management in respect of each of such property and the services
provided by Zensun Property Management typically include security, property maintenance,
gardening and other ancillary services which are reasonably expected from a property management
company. The management fee is determined with reference to the prevailing market rates set by
the relevant government authorities and is calculated based on the GFA of the units. The
management fee is usually settled on a quarterly basis upon receipt of the invoice issued by the
property management companies. The property owners are responsible for the payment of
management fees, and we are responsible for the payment of management fees for units that are
completed but not yet sold or delivered. We do not assume any obligation for payment of
management fee in respect of the units we have handed over to our purchasers.

INVESTMENT PROPERTIES

Our investment properties comprise land and/or buildings which are owned or held under a
leasehold interest to earn rental income and/or capital appreciation. We have investment properties
located in Hong Kong, Singapore, the United States and the PRC.

SUPPLIERS AND CUSTOMERS

Our major suppliers are general construction contractors and construction material suppliers.
The five largest suppliers accounted for approximately 31.8%, 53.6% and 52.8% of our total
purchases in 2018, 2019 and 2020 respectively. Among the top five suppliers of our Group during
in 2018, 2019 and 2020, Henan Zensun Corporate Development Group Co., Ltd is our single
largest supplier, accounting for approximately, 18.7%, 32.2% and 23.2% of our total purchases
during the same years, respectively.

Our customers are mainly individual and corporate purchasers of our residential or
commercial properties. Due to the nature of our business, revenue contributed by our five largest
customers accounted for less than 4.0% of our total revenue in 2018, 2019 and 2020, respectively.

COMPETITION

The property market in Henan Province and elsewhere in China is highly fragmented and
competitive. Our existing and potential competitors include major national and regional property
developers, including local property developers that focus on one or more cities in Henan
Province. We believe that the major competitive factors in the residential property development
industry include land acquisition, geographic location, management expertise, financial resources,
access to transportation infrastructure, size of land reserves and land bank, product quality, brand
recognition by customers, customer services and support, pricing and design quality. Some of
these competitors may have better track records, greater financial, marketing and land resources,
broader name recognition and greater economies of scale than we have in the cities or markets in
which we operate and there is no assurance that we will be able to continue competing effectively
in our industry. See “Risk Factors — Risks Relating to Our Industry — The PRC property market
industry is highly competitive.”
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In particular, the residential property market in Henan Province has been highly competitive
in recent years. An increasing number of property developers have begun undertaking property
development and investment projects in Zhengzhou and other major cities in Henan Province. The
rapid development of Henan Province in recent years has led to a diminishing supply of
undeveloped land in desirable locations in major cities such as Zhengzhou, the capital and largest
city in Henan Province. Moreover, the PRC government has implemented policies tightly
controlling the amount of new land available for development. These factors have increased
competition and land grant premiums in relation to land made available for development.

We believe that, with our standardized and scalable development process, prudent project
selection strategy and financial discipline, coupled with high quality property products and
strategic focus on customers who are either first-time home purchasers or those purchasing to
upgrade their existing living condition, we have demonstrated resiliency to market changes and
competition. Further, given our brand recognition and strong execution capabilities, we believe we
can react promptly to the challenges in the PRC property market. We endeavor to further
strengthen our leading position in Zhengzhou and Henan Province while we may make selective
entries into cities in other provinces in China.

INTELLECTUAL PROPERTY

We place significant emphasis on developing our brand image and resort to extensive
trademark registrations to protect all respects of our brand image. As of the date of this offering
memorandum, we were the registrant of 81 registered trademarks in the PRC and seven registered
trademarks in Hong Kong. We primarily conduct our business under 1Fig , ZENSUN and

= trademarks for which we have registered in both the PRC and Hong Kong. We have also
registered the domain name of www.zhsuccess.com for the website of our Group on the Internet.

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

INSURANCE

In accordance with the relevant PRC laws and regulations, we contribute to social welfare
insurance for our full-time employees, including basic pension insurance, medical insurance,
unemployment insurance, work-related injury insurance and maternity insurance.

We do not maintain insurance policies for properties that have been delivered to our
customers. Instead, the property management company of our projects maintains all property risk
insurance and public liability insurance for common areas and amenities of these properties.

We believe that the insurance coverage of our Group is adequate and is in line with customary
industry practices of property developers and is adequate. However, there are risks for which we do
not have sufficient or any insurance coverage for losses, damages and liabilities that may arise in
our business operations.

ENVIRONMENTAL MATTERS

Property developers in China are subject to a number of environmental laws and regulations
including the Environment Protection Law of the PRC, the Prevention and Control of Noise
Pollution Law of the PRC, the Environmental Impact Assessment Law, and Administrative
Regulations on Environmental Protection in relation to Construction Projects.

We expect that we will continue to incur compliance costs with applicable environmental
rules and regulations at a similar rate. In 2018, 2019, 2020 and as of the date of this offering
memorandum, we had not encountered any material issues in passing inspections conducted by the
relevant environmental authorities upon completion of our properties.
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EMPLOYEES AND SAFETY

As of December 31, 2020, we had 1,835 employees based in China. The following table sets
forth the number of our employees as categorized by function:

Total
Management . . .. .. ...t 238
Design and research ... ... ... .. L 93
Project management ........ ... ... ... 792
Land development . . ... ... 69
Procurement and cost management . . .. ... ... ... 180
Finance, accounting and others . . . .. ... .. .. .. .. .. .. 167
Sales and marketing ... .. .. ... 296

Total . . ... e 1,835

We actively recruit skilled and qualified personnel in local markets through various channels,
such as recruitment websites, on-campus recruitment programs, advertisements in newspapers,
recruiting firms and internal referrals. We particularly value employees who demonstrate loyalty to
their work, identify with our corporate culture and qualify for the relevant position.

The remuneration package of our employees includes salary, bonuses and other cash
subsidies. In general, we determine employee salaries based on each employee’s qualifications,
experience, position and seniority. We have designed a semi-annual review system to assess the
performance of our employees, which forms the basis of our determinations on salary raises,
bonuses and promotion. We believe the salaries and benefits that our employees receive are
competitive with market standards in each geographic location where we conduct business.

We believe we have maintained good relationships with our employees. We have not
experienced significant labor disputes which have adversely affected or are likely to have an
adverse effect on our business operations.

We have established systematic training programs for our employees based on their positions
and expertise. For examples, training programs for members of our management teams focus on
improving their management and leadership skills. In addition to the internal trainings, we also
engage external experts or sponsor continuing educations for our employees from time to time.

Property developers in China are subject to various PRC laws and regulations with respect to
labor, health, safety, insurance, and accidents, including the Labor Law of the PRC, the Labor
Contract Law of the PRC, the Interim Regulations on Collection and Payment of Social Insurance
Premiums, the Regulations on Work-related Injury Insurances, the Regulations on Unemployment
Insurance, the Trial Procedures for Childbirth Insurance for Enterprise Employees, Safety
Production Law of the PRC and other related regulations, rules and provisions issued by the
relevant governmental authorities from time to time, for our operations in the PRC.

Under PRC laws and regulations, most of the potential liabilities to the workers and visitors
of our construction sites rest with the construction contractors. Under the Construction Law, the
construction contractor assumes responsibility for the safety of the construction site. The main
contractor will take overall responsibility for the site, and the subcontractors are required to
comply with the protective measures adopted by the main contractor.

Our human resources center is responsible for dealing with employees’ safety and security
matters. In 2018, 2019 and 2020, we believe there was no material violation of currently applicable
PRC labor and safety laws and regulations nor were there any material employee safety issues
involving our Group.
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LEGAL PROCEEDINGS

As a property developer in the PRC, from time to time, we have been involved in legal or
arbitration proceedings, disputes or claims in the ordinary course of business, which primarily are
legal proceedings concerning the quality of our products and disputes with our customers over
payment of amounts overdue. In 2018, 2019 and 2020, we believe we were not involved in any
litigation, arbitration or administrative proceedings which had a material adverse effect on our
financial condition or results of operations.

As of the date of this offering memorandum, we were not aware of any pending or threatened
litigation, arbitration or administrative proceedings against our Group which could be expected to
have a material adverse effect on our financial condition or results of operations.
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DESCRIPTION OF THE ISSUER

The Issuer was founded in 1965 and listed on the Hong Kong Stock Exchange since 1972. In
July 2015, the Parent Guarantor became its controlling shareholder and changed its name to ZH
International Holdings Limited. Its name was further changed to Zensun Enterprises Limited in
July 2019. The Issuer primarily engages in property development and property investment and
management in the PRC, Hong Kong and overseas. It is headquartered in Hong Kong, and has
offices in the United States. It also owns a sizeable portfolio of properties in Singapore, Hong
Kong, the United States and the PRC.

Since the Parent Guarantor became its controlling shareholder, the Issuer has been expanding
in the property development sector in the PRC. Through the midst 2015 to 2020, the Issuer
completed 146 land acquisitions for property development in the PRC through tenders, auctions
and listings-for-sale in Henan Province, Beijing and Hubei Province. As of December 31, 2020, the
Issuer had 19 completed projects and 55 projects under development in the PRC, with a total site
area of approximately 5.2 million sq.m. and an aggregate estimated GFA attributable to the Issuer
of approximately 10.5 million sq.m. Following the Issuer’s strategy in expanding its business
operation in the PRC, in the foreseeable future, the Issuer will continue to identify new property
development projects and bid for land use rights of selective land parcels in the PRC with focus on
Zhengzhou City, Henan Province, as well as other first- and second- tier cities in the PRC.

The Issuer currently holds interests in a Real Estate Investment Trusts (“REIT”) in the United
States, Global Medical REIT, Inc. (“GMR”). GMR completed in 2016 the offering of its shares and
migrated from the Over-The-Counter market to the New York Stock Exchange.

Utilizing the Parent Guarantor’s financial, human and technological resources, the Issuer
continuously enhances its asset portfolio and brand image with an aim to create new sustainable
revenue streams and enhance its shareholder value.

In 2018, the Issuer strategically shifted its focus to delivering quality projects with full
refurbishment to its customers. The Issuer believes that the shift will be recognized by the market
and its business partners. However, the shift resulted in a longer cycle of development and delivery
of the projects. In 2019, the Issuer recorded revenue of approximately RMBS§,887.2 million
(US$1,362.0 million), representing an increase of approximately 1,377.6% from that of 2018, and
gross profit of approximately RMB2,286.5 million (US$350.4 million), representing an increase
of approximately 731.0% from that of 2018. In 2020, the Issuer achieved revenue of approximately
RMBS,069.1 million (US$1,236.6 million) and gross profit of approximately RMB1,746.3 million
(US$267.6 million).

RECENT DEVELOPMENTS
Issuance of the September 2021 Notes and repurchase of the 2019 Notes

On September 13, 2021, the Issuer conducted an exchange offer to purchase for cash of its
2019 Notes. On the same date, the Issuer issued 12.5% Senior Notes due 2023 in an aggregate
principal amount of US$200,000,000, which comprised US$57,580,000 of the new money
issuance and US$142,420,000 of notes pursuant to the exchange offer. The 2019 Notes tendered
for exchange and purchase pursuant to the exchange offer have been cancelled. As of the date of
this Offering Memorandum, US$196,580,000 in aggregate principal amount of the 2019 Notes
remains outstanding. See “Description of Other Material Indebtedness — September 2021 Notes”
for more details.

The Recent Coronavirus Epidemic Outbreak

Towards the end of 2019, public health officials of the PRC informed the WHO that a highly
infectious novel coronavirus was detected. WHO later named the novel coronavirus as COVID-19.
In March 2020, the WHO characterized the outbreak of COVID-19 a pandemic. The COVID-19
pandemic has adversely impacted the livelihood of the general population and economies
worldwide.
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The PRC central and local governments have taken various measures to manage cases and
reduce potential spread and impact of infection, and further introduced various policies to boost
the economy and stimulate the local property markets. The PRC real estate market is under
pressure in the short term as the COVID-19 pandemic has curbed demand and pre-sales. However,
the pandemic is far from over, especially with the emergence of new variants such as the Delta
variant. Different countries continue to suffer the impact of renewed lockdowns and other
restrictive measures imposed by their governments in light of further waves of infections. Given
the uncertainties as to the development of the outbreak, it is difficult to predict how long these
conditions will persist and to what extent we may be affected. See “Risk Factors — Risks Relating
to Conducting Business in the PRC — Natural disasters, acts of war, occurrence of epidemics, and
other disasters could affect our business and the national and regional economies in the PRC.”

New Land Parcels

Subsequent to December 31, 2020, the Issuer acquired certain parcels of land as set forth in
the table below:

Interests

Attributable tothe ~ Number of Land Attributable Land
Location Issuer Parcels Site Area Cost Type
(%) (sq.m.) (RMB in million)
Dengzhou, Henan . . . . 51 1 41,127.0 97.5 residential
Yuanyang, Henan. . . . . 100 1 51,292.7 100.0  residential and commercial
Huaiyang, Henan. . . . . 100 l 42,841.0 156.7  residential and commercial
Dengfeng, Henan. . . . . 100 l 12,185.0 46.8  residential and underground
transport service station
site usage
Shangcheng, Henan . . . 100 1 45,755.7 164.7  residential and commercial
Huaibin, Henan. . . . . . 90 1 12,122.4 29.0  residential and commercial
Luoyang, Henan . . . . . 100 1 70,094.5 673.9 residential, commercial,
underground car parking
spaces and civil air
defense facility usage
Shangqiu, Henan . . . . . 100 1 45,563.9 239.2  residential
Luohe, Henan. . . . . .. 100 1 47,604.5 203.9  residential and commercial
Luoshan, Henan . . . .. 100 1 33,819.4 149.5  residential and commercial
Yucheng, Henan . . . . . 100 1 51,410.1 111.8 residential and commercial
Zhengzhou, Henan . . . . 100 1 51,984.7 389.9  residential
Total ........... 505,800.9 2,362.9

Unaudited Financial Information for the Six Months ended June 30, 2021

See “Recent Development” section for the unaudited consolidated financial information of
the Issuer for the six months ended June 30, 2021 which are extracted from the announcement of
interim results for the six months ended June 30, 2021 filed with the Hong Kong Stock Exchange
on August 26, 2021 and the unaudited consolidated financial information of the Company for the
six months ended June 30, 2021.
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REGULATION

THE PRC LEGAL SYSTEM

The PRC legal system is based on the PRC Constitution and is made up of written laws,
regulations, directives, local laws, laws of Special Administrative Regions and laws resulting from
international treaties entered into by the PRC government. Court verdicts do not constitute binding
precedents. However, they are used for the purposes of judicial reference and guidance.

The National People’s Congress of the PRC (“NPC”) and the Standing Committee of the NPC
are empowered by the PRC Constitution to exercise the legislative power of the State. The NPC has
the power to amend the PRC Constitution and enact and amend basic laws governing State
agencies and civil and criminal matters. The Standing Committee of the NPC is empowered to

enact and amend all laws except for the laws that are required to be enacted and amended by the
full NPC.

The State Council is the highest organ of the State administration and has the power to enact
administrative rules and regulations. The ministries and commissions under the State Council are
also vested with the power to issue orders, directives and regulations within the jurisdiction of their
respective departments. All administrative rules, regulations, directives and orders promulgated by
the State Council and its ministries and commissions must be consistent with the PRC Constitution
and the national laws enacted by the NPC. In the event that a conflict arises, the Standing
Committee of the NPC has the power to annul the conflicting administrative rules, regulations,
directives and orders.

At the regional level, the provincial and municipal congresses and their respective standing
committees may enact local rules and regulations, and the people’s governments may promulgate
administrative rules and directives applicable to their own administrative areas. These local laws
and regulations must be consistent with the PRC Constitution, national laws and the administrative
rules and regulations promulgated by the State Council.

The State Council, provincial and municipal governments may also enact or issue rules,
regulations or directives in new areas of the law for experimental purposes. After gaining sufficient
experience with experimental measures, the State Council may submit legislative proposals to be
considered by the NPC or the Standing Committee of the NPC for enactment at the national level.

The PRC Constitution vests the power to interpret laws in the Standing Committee of the
NPC. According to the “Decision of the Standing Committee of the NPC Regarding the
Strengthening of Interpretation of Laws” (4B A RACR K & # 52 8 & B s ik 3 fe LAE
) i#) passed on June 10, 1981, the Supreme People’s Court, in addition to its power to give
general interpretation on the application of laws in judicial proceedings, also has the power to
interpret specific cases. The State Council and its ministries and commissions are also vested with
the power to interpret rules and regulations that they have promulgated. At the regional level, the
power to interpret regional laws is vested in the regional legislative and administrative bodies
which promulgate such laws.

We operate our business substantially in China under a legal regime consisting of the
Standing Committee of the National People’s Congress, the State Council and several ministries
and agencies under its authority including, among others, the Ministry of Land and Resources, the
Ministry of Housing and Urban-Rural Development, and the Ministry of Environmental
Protection. According to the Institutional Reform Program of the State Council ([ B # i i 4
J5%) promulgated by the PRC National People’s Congress on March 17, 2018, the Ministry of
Land and Resources has been incorporated into the newly organized the Ministry of Natural
Resources and the Ministry of Housing and Urban-Rural Development’s functions with respect to
urban and rural planning has been transferred to the Ministry of Natural Resources. Besides, the
Ministry of Environmental Protection has been incorporated into the newly organized Ministry of
Ecology and the Environment. Both the Ministry of Land and Resources and the Ministry of
Environmental Protection will no longer be retained following the structure reform of
administrative organs led by the State Council. Pursuant to the Program for Deepening the Reform
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of the Party and the State Institutions (¥ {b 2 B Z # 2 77 %) promulgated by the Central
Committee of the PRC Communist Party on March 21, 2018, the reform of the central and state
institutions was expected to be completed by the end of 2018.

THE PRC JUDICIAL SYSTEM

Under the PRC Constitution and the Law of Organization of the People’s Courts, the judicial
system is made up of the Supreme People’s Court, the local courts, military courts and other
special courts. The local courts are comprised of the basic courts, the intermediate courts and the
higher courts. The basic courts are organized into civil, criminal, economic and administrative
divisions. The intermediate courts are organized into divisions similar to those of the basic courts,
and are further organized into other special divisions, such as the intellectual property division.
The higher level court supervise the basic and intermediate courts. The People’s Procuratorates
also have the right to exercise legal supervision over the civil proceedings of courts of the same
level and lower levels. The Supreme People’s Court is the highest judicial body in the PRC. It
supervises the administration of justice by all other courts.

The courts employ a two-tier appellate system. A party may appeal against a judgment or
order of a local court to the court at the level immediately superior. Second judgments or orders
given at the same level and at the level immediately superior are final. First judgments or orders of
the Supreme People’s Court are also final. If, however, the Supreme People’s Court or a court at a
higher level finds an error in a judgment which has been given in any court at a lower level, or the
presiding judge of a court finds an error in a judgment which has been given in the court over which
he presides, the case may then be retried according to the judicial supervision procedures.

The Civil Procedure Law of the PRC (H 3£ A &A1 [ 35 5774 7%), which was adopted on
April 9, 1991 and amended on October 28, 2007 and August 31, 2012 and June 27, 2017, sets forth
the criteria for instituting a civil action, the jurisdiction of the courts, the procedures to be followed
for conducting a civil action and the procedures for enforcement of a civil judgment or order. All
parties to a civil action conducted within the PRC must comply with the Civil Procedure Law.
Generally, a civil case is initially heard by a local court of the municipality or province in which
the defendant resides. The parties to a contract may, by express agreement, select a jurisdiction
where civil actions may be brought, provided that the jurisdiction is either the plaintiff’s or the
defendant’s place of residence, the place of execution or implementation of the contract or the
object of the action. However, such selection cannot violate the stipulations of grade jurisdiction
and exclusive jurisdiction in any case.

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

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

ESTABLISHMENT OF A PROPERTY DEVELOPMENT ENTERPRISE

According to the “Law of the People’s Republic of China on Administration of Urban Real
Estate” ("2 A R I E 3k 7 55 b 7 4 #17%%) (the “Urban Real Estate Law”) promulgated by the
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Standing Committee of the NPC on July 5, 1994, effective on January 1, 1995 and as amended in
August 2007, August 2009, and August 2019, a property developer is defined as an enterprise
which engages in the development and sale of property for the purpose of making profit. Under the
“Regulations on Administration of Development of Urban Real Estate™ (3% 117 75 Hb 7 B #5 58 25 7 3
66 f8l) (the “Development Regulations™) promulgated and implemented by the State Council in July
1998 and as amended in January 2011, March 2018, March 2019, March 2020, and November
2020, an enterprise which is to engage in property development shall satisfy the following
requirements: (i) its registered capital shall be RMB1 million or more; and (ii) have four or more
full-time professional property/construction technicians and two or more full-time accounting
officers, each of whom shall hold the relevant qualification certificate.

In May 2009, the State Council issued a “Notice on Adjusting the Ratio of Capital Fund for
Investment Projects in Fixed Assets” ([ A i 5 [ 2 % i % 6 T H & A 4 LU G948 1) setting the
portion of capital fund of property projects at 20% for affordable housing projects and ordinary
commodity housing projects and 30% for other property projects.

In September 2015, the State Council issued a “Notice to Adjust and Promote the System of
Capital Fund for Investment Projects in Fixed Assets” (B /A #H % F1 58 & [l € G L& HH A&
ill £ 9 %8 A1), under which the minimum capital ratio remains 20% for affordable housing projects
and ordinary commodity residential projects, and is decreased to 25% for other property projects.

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

On June 23, 2020, a newly updated “Special Administrative Measures (Negative List) for
Foreign Investment Access (2020 version)” (¥ 4% & vE A G FIl 48 L4 it (2 TV BE) (20204FhR) )
was issued, pursuant to which foreign investment is now permitted in the real estate development
industry.

In July 2006, the Ministry of Construction, MOFCOM, the NDRC, the PBOC, the SAIC and
SAFE promulgated the “Circular on Standardizing the Admittance and Administration of Foreign
Capital in the Real Estate Market” (B &1 # 5 b 7 85 40 & HE A FIAE B 3 L), which
stipulates requirements in terms of admittance and administration of foreign capital in the property
market.

On May 23, 2007, MOFCOM and SAFE jointly issued the “Notice on Further Strengthening
and Regulating the Approval and Supervision on Foreign Investment in Real Estate Sector in the
PRC” (B M#E— s - MEAN S B G R M as g5 410 A 4 1948 A1) which was amended in
October 2015, stipulates the requirements for the approval and supervision of foreign investment
in real estate.

On September 27, 2007, the PBOC and the CBRC jointly issued a “Circular on Strengthening
Commercial Real Estate Loan Administration” (B 158 p5 &4 5 & {5 B8 P48 A1) This
circular reaffirmed some of the restrictions applicable to the sale of residential and commercial
units imposed by prior regulations as well as introduced new rules that prohibit, among other
things, the provision of working capital financing by commercial banks to property developers
(other than property development loans, which may only be used on local property development
projects and not on projects in other regions without prior approvals from governmental
authorities).

On December 5, 2007, the PBOC and the CBRC further jointly issued the Supplementary
Notice of the People’s Bank of China and China Banking Regulatory Commission on
Strengthening the Administration of Commercial Real Estate Loans (7 il i i S0 5 #h 2 15 &
P Y 4l L2 A1), The notice provided that the number of loans to a borrower shall be determined
on the basis of loans to the borrower’s family (including the borrower, his/her spouse and his/her

-122 -



under-aged children), and for a family which has purchased the first house for its own dwelling
purpose with a bank loan or which has purchased a house with a loan from the public accumulation
fund for housing construction, if its per capital dwelling space is smaller than the local average
level and it applies to a commercial bank for another housing loan, such application shall be
handled by referring to the policies governing loans for purchasing the first house, while
circumstances other than the aforesaid one shall be handled in accordance with policies and
provisions governing loans for purchasing a second house.

On April 6, 2010, the State Council issued the “Opinions on Further Enhancing the
Utilization of Foreign Investment” (B #E— 8 FI A& TAERY A T 2 /), which provides
that, projects with total investment (including capital increase) of less than US$300 million within
the category of industries in which foreign investment is encouraged or permitted as listed in the
Guidance Catalog may be approved by local governments, except for those required to be approved
by relevant departments of the State Council under the “Catalog of Investment Projects Approved

by the Government” (B Z HEW &G H H $%).

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

On September 3, 2016, the National People’s Congress Standing Committee (NPCSC)
adopted a decision on amending the law of foreign invested companies which became effective
from October 1, 2016. Upon the effectiveness of the decision, the establishment of the foreign
invested enterprise and its subsequent changes will be required to be filed with the relevant
authorities instead of obtaining approvals from relevant commerce authorities as required by the
existing PRC laws, except for the foreign invested enterprises which are subject to the special
administrative measures regarding foreign investment entry. On September 30, 2016, the State
Administration for Industry & Commerce issued a circular on relevant issues of the registration of
foreign invested enterprises to implement the decision of NPCSC. On October 8, 2016, NDRC and
MOFCOM jointly issued a notice according to which the industries falling within the categories in
which foreign investment is prohibited or restricted and those falling within the encouraged
category subject to relevant requirements of equity or senior management under the Guidance
Catalog, will be subject to the special administrative measures for foreign investment entry. On the
same day, MOFCOM promulgated the “Provisional Measures for Filing Administration of
Establishment and Changes of Foreign-invested Enterprises” (ZPi % & B354 7 M 58 WA R
B 1T HE1L) which was amended on July 30, 2017 and June 29, 2018 and replaced by Measures for
Reporting of Information on Foreign Investment (I #& {5 B & %) on January 1, 2020.

On March 15, 2019, the National People’s Congress of the PRC adopted the “Foreign
Investment Law of the PRC” or the Foreign Investment Law (4 #E A R ILAIE AP R % &%) with a
view toward unifying and streamlining the foreign investment framework into China which will
come into effect on January 1, 2020. The Foreign Investment Law will replace the PRC Law on
Sino-foreign Equity Joint Ventures, the PRC Law on Wholly Foreign-owned Enterprise and the
PRC Law on Sino-foreign Cooperative Joint Ventures. Under the Foreign Investment Law, the
types of foreign investment into China will include:

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

° acquisition of shares, equities, property or any other similar rights and interests of an
enterprise in China
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° investment in a new project in China, independently or jointly with any other investor

° investment in any other way as may be stipulated by laws, administrative regulations or
provisions of the State Council

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

Pursuant to the Rules Governing the Administration of Urban Property Development
Operations in Henan (V9 & T 5 Hh 78 B 48 4845 45 B 49]) (the “Henan Development Rules”)
promulgated on June 4, 2002, as amended on January 14, 2005 and July 30, 2010 by the Standing
Committee of the People’s Congress of Henan, property developers established in Henan should
satisfy the following requirements: (i) the registered capital should be RMB2 million or more; (ii)
it should have five or more full-time professional property/construction technicians, of whom three
or more should have intermediate professional titles or above; and (iii) it should have two or more
full time accounting officers, each of whom should hold the relevant professional qualification
certificates. Any property developer who does not conform to the requirements set forth by the
Henan Development Rules and was established before the implementation of the Henan
Development Rules, is required to meet the aforesaid requirements within one year or will be
deregistered by the Administration for Industry and Commerce.

QUALIFICATIONS OF A PROPERTY DEVELOPER

On June 30, 2019, the NDRC and the MOFCOM jointly issued the Special Administrative
Measures (Negative List) for the Access of Foreign Investment (2019) (71 5% & A K5 HI 4 B
i (B HEE ) (20194E0) ) (the “Negative List”), which became effective on June 30, 2019. The
Negative List has replaced the special administrative measures as provided in the Catalogue, and
has uniformly set forth the ownership requirements, requirements for senior executives, and other
special administrative measures for the access of foreign investment. Fields not on the Negative
List shall be administered under the principle of equal treatment to both domestic and foreign
investment.

Under the “Provisions on Administration of Qualifications of Property Developers” (/& i &
PEE A 3 B R A BB E) (the “Provisions on Administration of Qualifications™) promulgated by
the Ministry of Construction in March 2000 and amended in May 2015, a property developer shall
apply for registration of its qualifications in accordance with the Provisions on Administration of
Qualifications. An enterprise may not engage in development and sale of property without a
qualification classification certificate for property development. The construction authority under
the State Council oversees the qualifications of property developers throughout the country, and
the property development authority under a local government on or above the county level shall
oversee the qualifications of local property developers.

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

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

After a newly established property developer reports its establishment to the property
development authority, the latter shall issue a Provisional Qualification Certificate to the eligible
developer within 30 days after accepting the report application. The term of validity of Provisional
Qualification Certificate is one year, while the property development authority may extend the
validity to a period of no longer than two years considering the actual business situation of the
enterprise. The property developer shall apply for qualification classification by the property
development authority within one month before expiry of the Provisional Qualification Certificate.

A developer of any qualification classification may only engage in the development and sale
of property within its approved scope of business and may not engage in business which is
restricted to another classification. A class 1 property developer is not restricted as to the scale of
property project to be developed and may undertake a property development project anywhere in
the country. A class 2 property developer or lower may undertake a project with a gross floor area
of less than 250,000 sq.m. and the specific scope of business shall be restricted to those agreed by
the construction authority of the relevant province, autonomous region or municipality. Pursuant to
the Provisions on Administration of Qualifications, the qualification of a property developer shall
be inspected annually. The construction authority under the State Council or its authorized
institution is responsible for the annual inspection of a class 1 property developer’s qualification.
Procedures for annual qualification inspection with developers of class 2 or lower shall be
formulated by the construction authority of the relevant province, autonomous region or
municipality.

According to the Henan Development Rules, a property development enterprise must register
with the municipal property development authority directly under the provincial government
within 30 days upon receiving its business license. The municipal property development authority
must submit to the provincial construction authority for approval within 15 days and the provincial
construction authority must issue a provisional qualification certificate to the eligible developer
within 15 days. The provisional qualification certificate will be effective for two years from the
date of its issuance. For property development enterprises who fail to complete their project within
two years, the property development authority may extend the validity to a period of no more than
one year.

In accordance with the Circular on Further Regulating the Administration of Qualification of
Real Estate Developers ([ A #E— 0 B 5 5 Hb 2 B 5% 4 26 & B 4 B TAEAY 48 A1) issued by Henan
Provincial Department of Housing and Urban-Rural Development, the class 1 qualification is
preliminary examined by the provincial construction authority for submission to MOHURD, the
class 2 qualification is preliminary examined by the local construction authority at the level of
provincial directly governing city or county or airport economy zone for submission to the
provincial construction authority for approval, and the class 3 or lower qualification is approved by
the local construction authority at the level of provincial directly governing city or county or
airport economy zone since January 1, 2015.

Under the Henan Development Rules, a property development enterprise must, after
obtaining its qualification certificate, only engage in the development of the property according to
its qualification classification: (a) the construction scale of a property development project
undertaken by a property development enterprise with class 1 qualification is not subject to
restriction; (b) a property development enterprise with class 2 qualification may undertake any
property development project with a GFA of less than 250,000 sq.m.; (c) a property development
enterprise with class 3 qualification may undertake any property development project with a GFA
of less than 100,000 sq.m.; (d) a property development enterprise with class 4 qualification may
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undertake any property development project with a GFA of less than 30,000 sq.m.; and (e) a
property development enterprise with a provisional qualification certificate may be engaged in a
development project relative to the approved standards of the class of qualification so stated in the
certificate. With respect to property projects developed in stages, the overall scope of the project
must be taken into account when calculating the GFA.

DEVELOPMENT OF A PROPERTY PROJECT

Under the “Interim Regulations of the People’s Republic of China on Grant and Transfer of
the Use Right of State-owned Urban Land” ("% A [ 0 20 3 8 0 A b (o P RE o S8 i e
1T 41) (“Interim Regulations on Grant and Transfer”) promulgated by the State Council in May
1990, a system of grant and transfer of the right to use state-owned land is adopted. A land user
shall pay an land premium to the government as consideration for the grant of the right to use a land
site within a specified term, and the land user may transfer, lease, mortgage or otherwise
commercially use the land use right within the term of use. Under the Interim Regulations on Grant
and Transfer and the Urban Real Estate Law, the land administration authority under the local
government of the relevant city or county shall enter into a land grant contract with the land user to
provide for the grant of land use right. The land user shall pay the land premium as provided by the
land grant contract. After payment in full of the land premium, the land user shall register with the
land administration authority and obtain a land use right certificate evidencing the acquisition of
land use rights. The Urban Real Estate Law and the Development Regulations provide that land use
right for a site intended for property development shall be obtained through government grant
except for land use right which may be obtained through allocation pursuant to PRC laws or the
stipulations of the State Council.

Under the “Rules Regarding the Grant of State-owned Land Use Rights for construction by
Way of Tender, Auction and Listing-for-sale” (48124715 Mg ) 758 B0 A 2 F {22
promulgated by the Ministry of Land and Resources on September 28, 2007, state-owned land use
rights for the purposes of industrial use, commercial use, tourism, entertainment and commodity
residential property development in the PRC may be granted by the government only through
public tender, auction and listing-for-sale. The procedures are as follows:

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

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

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

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

e  The winning tender or winning bidder should apply for the land registration after paying
off the land grant premium in accordance with the state-owned land use right grant
contract. The people’s government above the city and county level should issue the
“Land Use Permit for State-Owned Land.”

When carrying out a feasibility study for a construction project, a construction company shall
make a preliminary application for construction on the relevant site to the land administration
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authority of the same level as the project approval authority, in accordance with the “Measures for
Administration of Examination and Approval for Construction Sites” (% F b 75 £ i it 25 2
%) promulgated by the Ministry of Land and Resources in March 1999 and as amended in
November 2010 and November 2016 and the “Measures for Administration of Preliminary
Examination of Construction Project Sites” (ZE¢IH H F b F 7 & FE %) promulgated by the
Ministry of Land and Resources in July 2001 and as amended in October 2004 and November 2008
and November 2016, respectively. After receiving the preliminary application, the land
administration authority shall carry out a preliminary process for the approval of various matters
relating to the construction project in compliance with the overall zoning plans and land supply
policy of the government, and shall issue a preliminary approval report in respect of the project
site. The land administration authority of the relevant city or county shall sign a land grant contract
with the land user and issue an approval for construction site to the construction company.

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

On January 3, 2008, the State Council reiterated the abovementioned policies in the “Notice
on Enhancing the Economical and Intensive Use of Land” (B e 6 495 4 FH ML %8 #0) and
was amended on July 24, 2019. This notice states, among other things, that (i) policies in relation
to the forfeiture of land use rights without compensation for land which has remained idle for more
than two years shall be strictly implemented; (ii) if any land remains idle for one year, an idle land
fee of 20% of the relevant land premium shall be levied; (iii) the prohibition of land supply for villa
projects shall continue; (iv) the Ministry of Land and Resources and other authorities are required
to research and commence the drafting of implementation rules concerning the levy on land
appreciation value on idle land; (v) in relation to the supply of residential land, planning
conditions such as plot ratio limits and the number and type of flats that can be constructed shall be
taken into account in land grant contracts and allocation decisions to ensure that at least 70% of the
total land grant for residential development will consist of low rental housing, economy housing,
limited pricing housing and units of less than 90 sq.m. in size; and (vi) financial institutions are
required to exercise caution when approving financing for any property developer who, after one
year from the commencement date stipulated in the land grant contract, fails to complete at least
one-third of the development of their project or provide at least 25% of the total investment in the
project.

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

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

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

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

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

On September 12, 2014, the Ministry of Land and Resources issued the “Guidelines on
Improving Economical and Intensive Use of Land” (P 4 i - Hh 8 49 52 49 R H 9 48 5 & ),
which implements the rules regarding idle land and specifies the controlling requirements of the
land use standards in the relevant legal documents including land use approvals and land grant
contracts.

Under the “Measures for Control and Administration of Grant and Transfer of Right to Use
Urban State-owned L and” (377 EA - M flf R S g b0 8 457 2 F5) promulgated by the
Ministry of Construction in December 1992 and amended on January 26, 2011, the grantee to an
land grant contract (i.e., a property developer) shall apply for a Permit for Construction Site
Planning from the municipal planning authority with the land grant contract.

After obtaining a construction site planning permit, a property developer shall organize the
necessary planning and design work in respect of the planning and design requirements. For the
planning and design proposal in respect of a property development project, the relevant reporting
and approval procedures required by the “PRC City and Rural Planning Law” (4 #& A & 3t 1 B 3k
AR#L#)7%) promulgated by the Standing Committee of the NPC in October 2007 and amended in
April 2015 and April 2019 as well as local statutes on municipal planning must be followed and a
construction works planning permit must be obtained from the municipal planning authority.

On January 21, 2011, the State Council promulgated the “Regulation on Expropriation and
Compensation Related to Buildings on State-owned Land” (74 1 #th b 5 2 Bk B4k 4 M 1))
(the “Expropriation and Compensation Regulation”). The Expropriation and Compensation
Regulation provides that, among other things:

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

(i1)) compensation shall be paid before the resettlement;

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

(iv) neither violence nor coercion may be used to force home owners to leave sites, nor may
certain measures, such as illegal suspension of water and power supplies, be used in
relocation operations.
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In addition to paying the demolition and removal compensation, the property developer
undertaking the demolition and removal shall pay a removal allowance to the residents of the
buildings to be demolished.

After obtaining the Permit for Construction Work Planning and prior to construction, a
property developer is required to apply for a Construction Permit from the construction authority
above the county level according to the “Measure for the Administration of Construction Permits
for Construction Projects” (E 5 LFE i L& n] & JLHE1%) enacted by the Ministry of Housing and
Urban Rural Development on June 25, 2014 and effective from October 25, 2014 and as amend on
September 28, 2018 and March 30, 2021.

A property project developed by a property developer shall comply with the relevant laws and
statutes, requirements on construction quality, safety standards and technical guidelines on survey,
design and construction work, as well as provisions of the relevant construction contract. After
completion of works for a project, the property developer shall organize an acceptance
examination according to the “Regulations on the Administration of Quality of Construction
Works” (% TFE & % M E ) promulgated and implemented by State Council on January 30,
2000 and as amended on October 7, 2017 and April 23, 2019, and the “Provisions on Acceptance
Examination Upon Completion of Buildings and Municipal Infrastructure” (/5 J& & 5 il 17 By i
Bt TFE% T s #12€) promulgated by the Ministry of Housing and Urban-Rural Development
in December 2013, and shall also report details of the acceptance examination according to the
“Administrative Measures for Reporting Details Regarding Acceptance Examination Upon
Completion of Buildings and Municipal Infrastructure” (/75 /& & 5L 1 BURE 6 5% TF2 % T BRIk
EX-$:8 0
%) promulgated by the Ministry of Construction in April 2000 and as amended in October 20009.
Possession of a property development project may only be delivered after passing the necessary
acceptance examination, and may not be delivered before the necessary acceptance examination is
completed or without passing such an acceptance examination. For a housing estate or other
building complex project, an acceptance examination shall be conducted upon completion of the
whole project and, where such a project is developed in phases, an acceptance examination may be
carried out for each completed phase.

LAND FOR PROPERTY DEVELOPMENT

According to the Civil Code of the People’s Republic of China (¥ A [ 5 1[5 [ % )
promulgated in May 2020 and became effective on January 1, 2021, when the term of the right to
use construction land for residential (but not other) purposes expires, it will be renewed
automatically. Unless it is otherwise prescribed by any law, the owner of construction land use
rights has the right to transfer, exchange, and use such land use rights as equity contributions or
collateral for financing. If the state takes the premises owned by entities or individuals, it must
compensate the property owners in accordance with law and protect the lawful rights and interests
of the property owners.

In October 2007, the Standing Committee of National People’s Congress promulgated the
PRC City and Countryside Planning Law (' #E A & A1 B0 3k 40 K %172 ), as amended in 2015 and
2019, pursuant to which a construction planning permit must be obtained from the relevant urban
and rural planning government authorities for building any structure, fixture, road, pipeline or
other engineering project within an urban or rural planning area.

The provisions of the “Regulations on the Development, Operation and Management of
Property” provide that, except for land use rights which may be obtained through allocation
pursuant to PRC laws or the stipulations of the State Council, land for property development shall
initially be obtained by government grant. Under the “Rules regarding the Grant of State-Owned
Land Use Rights for construction by way of Tender, Auction and Listing-for-Sale” (¥ 5241 & 4
Hh ST I A A P b (s ) RE B € ) promulgated by the Ministry of Land and Resources on September
28, 2007 and effective on November 1, 2007, land for industrial use, commercial use, tourism,
entertainment and commodity housing development shall be assigned by competitive bidding,
public auction or listing-for-sale and, in the event that a land parcel for uses other than industry,
commerce, tourism, entertainment and commodity housing development has two or more

-129 -



prospective purchasers after the promulgation of the relevant land supply schedule, the grant of the
land parcel shall be performed by competitive bidding, public auction or listing-for-sale. Under the
aforementioned regulations, the assignor shall prepare the public tender and competitive bidding
documents and shall make an announcement 20 days prior to the day of public auction to announce
the basic particulars of the land parcel and the time and venue of the public auction. The assignor
shall conduct a vetting process of the bidding applicants and auction applicants, accept an open
public tender to determine the winning tender; or hold an auction to ascertain a winning bidder.
The assignor and the winning tender or winning bidder shall then enter into a confirmation and,
then, into a land grant contract. The relevant land use rights certificates will not be issued prior to
the full payment of the land premium.

On September 24, 2003, the Ministry of Land and Resources issued the “Notice of the
Ministry of Land and Resources on Strengthening the Administration of Land Supply and
Promoting the Sustainable Sound Development of Real Estate Market” (7 Jiii 5 -+ b {1t i 45 #E 42
o 75 M T 45 4 4 B B R 19 K1) designed to strictly control land supply for high-end luxury
property development.

In November 2009, the Ministry of Finance, the Ministry of Land and Resources, the PBOC,
the PRC Ministry of Supervision and the PRC National Audit Office jointly promulgated the
“Notice on Further Enhancing the Revenue and Expenditure Control over Land Grant” (i #—
A5 A - H R R S B A 4 ). The notice raises the minimum down payment level on land
premiums to 50% of the total premium and requires the land premium to be paid in full within one
year after the signing of a land grant contract, subject to limited exceptions.

On March 8, 2010, the Ministry of Land and Resources promulgated the “Circular on
Strengthening Real Estate Land Supply and Supervision™ (B~ I 5@ 55 72 F b 43 18 A 25 45 4 B
W Y% %), Under the circular, the minimum land premium shall not be less than 70% of the
benchmark market price in the locality of the parcel of land granted, and the bidding deposit shall
not be less than 20% of the minimum land premium. The circular makes further strict provisions on
land grant contract administration. The land grant contract shall be entered into within 10 working
days after the land grant deal is concluded. The down payment of 50% of the land premium shall be
paid within one month of the date of land grant contract. The remaining balance shall be paid in
accordance with provisions of the land grant contract within one year.

In September 2010, the Ministry of Land and Resources and MOHURD jointly promulgated
the “Notice on Further Strengthening Control and Regulation of Land and Construction of
Property Development” (B4 4E— 25 i 5 5 H 2 i b R £ 54 S 4% 9 %8 1), which stipulates,
among other things, that: (i) at least 70% of land designated for construction of urban housing must
be used for affordable housing, housing for resettlement of shanty town and small to medium-sized
ordinary commercial housing; in areas with high housing prices, the supply of land designated for
small to medium-sized, price-capped housing must be increased; (ii) developers and their
controlling shareholders are prohibited from participating in land auctions before the rectification
of certain misconduct, including (1) illegal transfer of land use rights; (2) failure to commence
required construction within one year from the delivery of land under land grant contracts due to
such developers’ own reasons; (3) noncompliance with the land development requirements
specified in land grant contracts; and (4) crimes such as swindling land by forging official
documents and illegal land speculation; (iii) developers are required to commence construction
within one year from the date of delivery of land under the relevant land grant contract and
complete construction within three years of commencement; (iv) development and construction of
projects of low-density and large-sized housing must be strictly limited and the plot ratio of the
planned GFA to the total site area of residential projects must be more than 1: 1; and (v) the grant
of two or more bundled parcels of lands and undeveloped land is prohibited.

In December 2010, the Ministry of Land and Resources promulgated the “Notice on Strict
Implementation of Policies Regarding Regulation and Control of Real Property Land and
Promotion of the Healthy Development of Land Markets™ (B4 B A% 75 B 55 Hh 28 FH b o 2 BUR
A M T B (R A B ) RE A 48 AT, which provides, among other things, that; (i) cities and
counties that have less than 70% of their land supply designated for affordable housing, housing
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for redevelopment of shanty towns or small/medium residential units must not provide land for
large-sized and high-end housing before the end of 2010; (ii) land and resource authorities in local
cities and counties shall report to Ministry of Land and Resources and provincial land and resource
authorities, respectively regarding land with a premium rate of more than 50%; (iii) land
designated for affordable housing which is used for property development against relevant policies
or involved illegal dealing will be confiscated and the relevant land use rights will be withdrawn.
Moreover, amending the plot ratio without approval is strictly prohibited.

On January 26, 2011, the State Council circulated the “Notice on Further Regulating the Real
Estate Market” ([ A % — 25 800 75 1 7 11 25 3 #2 TAE AT B R AL A9 48 1), which provides for more
stringent management of housing land supply, among other things, that participants or individuals
bidding on any land unit shall show proof of funding sources.

According to the “Circular on the Distribution of the Catalog for Restricted Land Use
Projects (2012 Edition)” and the “Catalog for Prohibited Land Use Projects (2012 Edition)” (BE R
ENas (BRI A HIE H B 8k ) (201245 4%) M 2L - FHIH H B 8% (20124-4) ) promulgated by the
Ministry of Land and Resources in May 2012, the transferred area of residential housing projects
should not exceed (i) seven hectares for small cities and towns, (ii) 14 hectares for medium-sized
cities, and (iii) 20 hectares for large cities, and plot ratio must be more than 1.0.

On February 26, 2013, the General Office of the State Council issued the “Notice on
Continuing to improve the Regulation and Control of Real Estate Market” (575 [ 3/ B B 17 4
SBT3 A 1% CA/E B9 28 ) which requires, among other restrictive measures, expanding
ordinary commodity housing units and increasing the supply of land. The overall housing land
supply in 2013 shall not be lower than the average actual land supply in the past five years.

The restriction of residential property loan has little connection with “the land for property
development”.

From September 30, 2016 to date, Beijing, Tianjin, Suzhou, Chengdu and other cities have
issued new property market control policies, including restoring the restriction on purchases of
residential properties and tightening credit policy. To promote the stable and healthy development
of the real estate market in Beijing, among other measures, a new policy was adopted. This new
policy requires the government to set a ceiling price for land granting and when bidders all bid at
the ceiling price, the bidder with the lowest proposed property selling price would win the land. On
October 12, 2016, the MOHURD required investigation and punishment of persons or entities that
spread rumors, deliberately hype or disrupt the market to protect the rights and interests of housing
buyers.

On February 13, 2017, the Asset Management Association of China issued the “No. 4
Administrative Rules for the Filing of Private Equity and Asset Management Plans Issued by
Securities and Futures Institutions” (78 75 1A B K878t A AL 252 6 8 45 P51 3 4 22 8 IR A 21 4 9%)
which suspends filings by securities and futures institutions for private equity and asset
management plans investing in the ordinary residential real estate projects located in 16 cities in
China, including Beijing, Shanghai, Guangzhou, Hefei, Suzhou, Hangzhou, Tianjin, Wuhan and
Chengdu. It also prevents private equity and asset management plans from funding real estate
development enterprises to make payment for land premiums or providing real estate development
enterprises with working capitals by means of, among others, entering into entrusted loans and
trust plans and transferring beneficial rights of assets.

The MOHURD and the Ministry of Land and Resources jointly issued the “Circular of
Relevant Work on Strengthening the Recent Administration and Control of Housing and Land
Supply” (B 058 45 04T 5 Ko P i A3 18 4 2L 3 2  BH . /E 9 %8 %) dated April 1, 2017 which
provides, among others, that cities and counties that have more than one million inhabitants should
make three-year (2017-2019) and a five-year (2017-2021) plans for housing land supply, and make
the plans public by the end of June 2017. The circular further requires that local governments
should adjust the size, structure and timing of land supply for residential housing in due course
based on the period of depleting commodity residential housing inventory. For example, if the
above period is longer than 36 months, no more land is to be supplied; if the said period is over 18
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months but shorter than 36 months, land supply shall be reduced in size; if the said period is longer
than six months but shorter than 12 months, more land shall be provided; however, if the current
inventory could be sold in less than six months, land supply shall increase significantly within a
short amount of time. In addition, the circular stipulates that local authorities should adopt the
examination system of land acquisition capital to insure that the property developers use internal
funds to acquire lands and that, if the land bid capital originate from a questionable source, the
property developers shall be disqualified and prohibited from bidding for land for a designated
time.

On May 19, 2018, the MOHURD issued the Notice on Further Regulating and Controlling the
Real Estate Market (B 4 — 25 40 55 b 2 17 35 a0 45 T4 A B A9 %8 1), which provided that
local authorities shall targetedly enhance the effective supply of housing and land, increase the
proportion of medium-and-low-priced and medium-and-small-sized ordinary commercial housing
in the newly-built commercial housing, and improve the methods of supplying the land of
commercial housing. Particularly, Hot Cities shall increase the proportion of residential land, and
the proportion of residential land to urban construction land is suggested not to be lower than 25%.
The supply of rental housing land and joint-property housing land shall be enhanced and the supply
of public rental housing land shall be guaranteed. The proportion of public rental housing land,
rental housing land and joint-property housing land in the new residential land is targeted to reach
or exceed 50% in 3-5 years. In addition, Hot Cities shall promote the diversification of land supply
entities. The state-owned land whose use right is obtained by non-real-estate enterprises legally
may be used as rental housing land if its ownership remains unchanged and its use is in line with
the overall land use planning and the urban and rural planning.

SALE OF COMMODITY PROPERTIES

Under the “Measures for Administration of Sale of Commodity Properties” (7 it 75 8 8 & 2
#EiE) promulgated by the Ministry of Construction in April 2001, sale of commodity properties
can include both post-completion sales and pre-sales.

Any pre-sale of commodity properties shall be conducted in accordance with the “Measures
for Administration of Pre-sale of Commodity Properties” (317 i 5 B & HIFE) (the
“Pre-sale Measures”) promulgated by the Ministry of Construction in November 1994 and as
amended in August 2001 and July 2004, respectively, and the Development Regulations. The
Pre-sale Measures provide that pre-sale of commodity properties is subject to certain procedures.
According to the Development Regulations and the Pre-sale Measures, a permit shall be obtained
before a commodity property may be put up for pre-sale. A developer intending to sell a
commodity property before its completion shall make the necessary pre-sale registration with the
property development authority of the relevant city or county to obtain a pre-sale permit of
commodity properties. A commodity property may only be sold before completion if the following
conditions have been met:

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

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

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

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

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

According to the Henan Development Rules, the following conditions shall be fulfilled for
the pre-sale of commodity properties in Henan: (a) a property developer’s qualification certificate
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has been obtained; (b) land premium has been paid in full and state-owned land use rights
certificates have been issued; (c) construction works planning permit and permit for construction
work have been obtained; (d) more than half of the construction work has been completed in line
with the design of image progress and the progress of work and delivery dates have been
ascertained; and (e) other conditions as may be stipulated by laws and regulations. A property
developer must apply for a permit for pre-sale of commodity properties with the land and housing
authority at the municipal or county level by presenting certificates proving that the aforesaid
conditions have been fulfilled. The land and housing authority at the municipal or county level
must keep track of the construction progress of a property project for which permits for pre-sale of
commodity properties have been issued and, if there is any noncompliance with relevant laws and
regulations, will order the property developer to redress within a specified time period. Without
permits for pre-sale of commodity properties, pre-sale of commodity properties is prohibited and
any fees in relation to pre-sales are prohibited to be collected from buyers.

In addition, according to the Regulation on Urban Real Estate Transactions in Henan (] # &
T S M 52 B 4 BRI promulgated by the Henan provincial government on November 23,
2001 and effective May 1, 2002 as amended on January 5, 2011, a commodity property purchase
agreement shall be negotiated and agreed upon between a buyer and a seller in relation to a
commodity property for presale. The property developer shall apply for registration and record
with the local land and housing registration department within 30 days from the execution of the
commodity property purchase agreement. Only after obtaining permits for pre-sale of commodity
properties can a property developer release advertisements on pre-sales of commodity properties.
The advertisements must specify the serial numbers of the permits for pre-sale of commodity
properties and the name of the authorities issuing the permits for pre-sale of commodity properties.
The advertisements must be true and accurate. Any information which may be deceptive,
misleading or does not conform to the property projects for presale is prohibited in advertisements.

Under the “Circular of the General Office of the State Council on Forwarding the Opinion of
Such Departments as the Ministry of Construction on Good Handling of Stabilizing House Prices”
(B85 o 0 2 I i % s w5 308 1) R A B 2 A 5 B M A 2 S B0 A1) promulgated by General
Office of the State Council in May 2005, the purchaser of a pre-sold commodity property is
prohibited from transferring such pre-sold property before the completion of its construction.
Property developers are required to register pre-sales and sales of properties electronically with the
local authorities on a real name and real time basis.

On April 13,2010, the MOHURD issued the “Notice on Further Enhancing the Supervision of
the Real Estate Market and Perfecting the Pre-sale System of Commodity Houses™ ([ it #E— 2 /il
SR 5 M T M B A 58 35 v A S RS A B R AW 48 ). Pursuant to the notice, without the
pre-sale approval, the commodity houses are not allowed to be pre-sold and the real estate
developer is not allowed to charge the buyer any deposit or pre-payment or payment of the similar
nature. In addition, the notice urges local governments to enact regulations on the sale of
completed commodity properties in light of the local conditions, and encourages property
developers to engage in the practice of selling completed commodity properties.

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

On October 10, 2016, MOHURD promulgated the Circular on Further Regulating the
Operation of Real Estate Developers to Protect the Real Estate Market Discipline (A #E— £
B [ 4 A BH B A SE KB AT Ay MERE S M T35 BT Y@ F1), which requires that improper
operations of real estate developers shall be investigated and punished according to law. The
improper operations include releasing or spreading false housing information and advertisements,
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maliciously pushing higher and artificially inflating housing prices by fabricating or spreading
information on rising property price and other operations.

REAL ESTATE REGISTRATION

On November 24, 2014, the State Council promulgated the “Interim Regulations on Real
Estate Registration” (B 2 B 7 G 1756 1), which became effective on March 1, 2015 and was
amended on March 24, 2019, and provides for the following, among others:

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

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

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

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

The “Implementing Rules of the Interim Regulations on Real Estate Registration” (A~ #)j & %
%ﬂﬁaﬁﬁ1ﬁ1ﬁﬂ§ﬁﬁﬁlﬂﬁﬂ), effective from January 1, 2016 and amended on July 24, 2019, authorizes
the real estate registration authority to perform a site inspection following an acceptance of the
application for real estate registration and sets out regulations regarding real estate registration
information management.

TRANSFER OF REAL ESTATE

According to the Urban Real Estate Law and the “Regulations on Administration of Transfer
of Urban Real Estate” (317 75 Hb 7 #8538 5 #L  7F ) promulgated by the Ministry of Construction in
August 1995, as amended in August 2001, a property owner may sell, bequeath or otherwise legally
transfer the property to another person or legal entity. When a property is transferred, the
ownership of the property and the land use rights attached to property are transferred. The parties
to a transfer shall enter into a real estate transfer contract in writing and register the transfer with
the real estate administration authority having jurisdiction over the location of the property within
90 days of the execution of the transfer contract.

Where the land use rights were originally obtained by government grant, the property may
only be transferred on the condition that: (i) the land premium has been paid in full and a land use
right certificate has been obtained; (ii) development has been carried out according to the land
grant contract; and in the case of a project in which buildings are being developed, development
representing more than 25% of the total investment has been completed, or in case of a whole land
lot development project, construction works have been carried out as planned, water supply,
sewerage, electricity supply, heat supply, access roads, telecommunications and other
infrastructure or utilities have been installed, and the site has been leveled and made ready for
industrial or other construction purposes.

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

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

LEASES OF PROPERTIES

On December 1, 2010, the MOHURD issued the “Administrative Measures for Commodity
Housing Tenancy” (7 i 5 |2 Fll B & B H#1%), according to which parties to a housing tenancy shall
go through the housing tenancy registration formalities with the competent governmental
construction (real estate) departments of the county, city, or directly-controlled municipality
where the housing is located within 30 days of signing the housing tenancy contract. The relevant
construction (real estate) departments are authorized to impose a fine of up to RMB1,000 on
individuals, and a fine between RMB 1,000 and RMB 10,000 on other legal entities which are not
natural persons and which fail to comply with the regulations within the specified time limit.

On September 14, 2017, the MOHURD issued a notice and officially announce its support for
the pilot program on houses with joint property ownership rights in Beijing and Shanghai.
Urban-Rural Development Commission, Beijing Municipal Planning and Land Resources
Management Committee, Beijing Municipal Development and Reform Commission and Beijing
Municipal Bureau of Finance released the “Interim Measures for the Administration of Houses
with Joint Property Rights” (bt iidtA &7 &M E 17 H4%), which was implemented on
September 30, 2017. According to the aforementioned measures, the houses with joint property
ownership rights refers to the housing that the property ownership rights are jointly owned by the
government and the purchasers, and the sales price is lower than the market price and the
ownership of the housing is restricted. The land for joint property ownership rights will be
included in the annual plan of land supply of the local government, listed separately and supplied
with priority.

MORTGAGES OF REAL ESTATE

Under the “Urban Real Estate Law” (ki 5 i/ & B %) promulgated in July 1994, as
amended in August 2007, August 2009 and August 2019, the Civil Code of the People’s Republic
of China (P #E A\ R ILANE] [ #8) promulgated in May 2020 and implemented in January 2021,
the “Measures for Administration of Mortgages of Urban Real Estate” (37 5 Hh 2 5 45 21
WEiE) promulgated in May 1997, as amended in August 2001 and March 2021, when a mortgage is
created on a building, a mortgage shall be simultaneously created on the land use right of the land
on which the property is situated. The mortgager and the mortgagee shall sign a mortgage contract.
After a real estate mortgage contract has been signed, the parties to the mortgage shall register the
mortgage with the real estate administration authority at the location where the property is
situated. A real estate mortgage contract shall come into effect on the date of registration of the
mortgage. If a mortgage is created on the property in respect of which a property ownership
certificate has been obtained legally, the registration authority shall make an entry under the “third
party rights” item on the original property ownership certificate and then issue a certificate of
third-party rights on the property to the mortgagee. If a mortgage is created on the commodity
property put up for pre-sale or on property in development, the registration authority shall record
the details on the mortgage contract. If construction of a property is completed during the term of
a mortgage, the parties involved shall re-register the mortgage of the property after issuance of the
certificates evidencing the rights and ownership to the property.

REAL ESTATE FINANCING

The PBOC issued the “Circular on Further Strengthening the Management of Loans for
Property Business” (B #E— 558 55 3 (5 B8 B ) in June 2003 to specify the
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requirements for banks to provide loans for the purposes of residential development, individual
home mortgage and individual commodity houses as follows:

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

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

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

The State Council issued the “Circular on Facilitating the Continuously Healthy
Development of Property Market” ([ /A {2 4 J55 Hb 78 7 8545 A48 e 5 4% )€ 1 48 A1) issued by the State
Council in August 2003, which contains a series of measures to control the property market. They
include, but are not limited to, strengthening the construction and management of economical
houses, increasing the supply of ordinary commodity properties and controlling the construction of
high-end commodity properties. The PRC government also adopted a series of measures in respect
of property development loans, which include placing greater effort on provision of loans,
improving the guarantee mechanism of individual home loans and strengthening the monitoring
procedures over property loans. It is expected that the circular should have a long-term positive
effect on the development of the PRC property market by facilitating the healthy growth of the
PRC property market.

Pursuant to the “Guidance on Risk Management of Property Loans Granted by Commercial
Banks” (P 3EER17 5 Hb 2 B3R B & 48 51) issued by the CBRC in August 2004, any property
developer applying for property development loans must have at least 35% of the total capital
required for the development and a commercial bank should maintain a strict loan system for
considering applications for property development loans.

On May 24, 2006, the Ministry of Construction, NDRC, the Ministry of Supervision, the
Ministry of Finance, the Ministry of Land and Resources, the PBOC, the State Bureau of Statistics,
the State Administration of Taxation and the CBRC jointly issued “Opinions on Adjusting Housing
Supply Structure and Stabilization of Housing Prices” (B i 8 % 11 5 {3t B 45 A £5 0 11 5 A& 0 =
5). These opinions stipulate that a commercial bank shall not lend funds to property developers
with an internal capital ratio of less than 35%, or grant revolving credit facilities to property
developers holding a large amount of idle land and vacant commodity properties, or take
commodity properties which have been vacant for more than three years as security for mortgage
loans.

On September 27, 2007, the PBOC and the CBRC issued the “Circular on Strengthening the
Credit Management for Commercial Real Property” (B JI5e pd &1 55 b 2 5 5048 3L 4 ),
with a supplement issued in December 2007. The circular aims to tighten the control over property
loans from commercial banks to prevent excessive credit granting.

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

INSURANCE

Pursuant to the Construction Law of the PRC ({1 % A RILHE #4794 )) enacted by the
Standing Committee of the National People’s Congress on November 1, 1997, which took effect on
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March 1, 1998 and was amended on April 22, 2011 and April 23, 2019, construction enterprises are
required to pay for work injury insurance for workers, and encouraged to maintain and pay for
accident and casualty insurance for workers engaged in dangerous operations.

The Guidance of the MOHURD on Strengthening the Insurance of Accidental Injury in
Construction Works (€7 5250 B 7 i o 22 58 25 AMG = AR B TAER 48 7)) (Jianzhi [2003] No.
107) issued by the MOHURD on May 23, 2003 further emphasizes the importance of accidental
injury insurance in construction works and provides specific guidance.

There is no mandatory provision in under PRC laws and regulations requiring a property
developer to obtain insurance policies for its property developments. According to the common
practice of the real estate industry in some provinces or cities of PRC, construction companies are
usually required to submit insurance proposals in the course of tendering and bidding for
construction projects. Construction companies are required to pay for the insurance premium at
their own costs and obtain insurance to cover their liabilities, such as third-party’s liability risk,
employer’s liability risk, risk of non-performance of contract in the course of construction and
risks associated with the construction and installation works during the construction period. The
requirement for construction companies to obtain insurance coverage for all the aforementioned
risks ceases immediately after the completion and acceptance upon inspection of construction.

MAJOR TAXES APPLICABLE TO PROPERTY DEVELOPERS
Income Tax

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

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

Business Tax and Value Added Tax

Pursuant to the “Notice on the Full Implementation of Pilot Program for Transition from
Business Tax to Value-Added Tax” (B4 ¥ B & SE B s (R LB 9 A1), On May 1,
2016, the “transitioning from business tax to value-added tax” scheme became effective. The sale
of self-developed old real estate projects (refers to real estate projects launched time before April
30, 2016 stating on the construction works commencement permit) by common taxpayer among
real estate developers shall be subject to a simple tax rate of 5%. Real estate developers selling real
estate project by advance payment will be subject to an appreciation tax of 3% when receiving the
advance payment.

Pursuant to the “Interim Measures on the Management of Value Added Tax of Self-developed
Real Estate Project by the Sale of Real Estate Developers” (5 i 7 B 55 > 3 858 5 17 BH #8109 5 Hh
7E JA B 34 (E B S P T ) issued on March 31, 2016 and implemented on May 1, 2016 and
as amended on June 15, 2018 by SAT, “self-development” means infrastructure facilities and
buildings erected on the land with land use rights which are developed by a real estate development
company (“taxpayer”). These measures are also applicable to a development completed by a
taxpayer after such project is taken over.

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

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

The applicable rate is 11%. Nevertheless, for taxpayers conducting old real estate projects
and have chosen simplified tax method, the simplified rate of 5% will be applied in calculating the
Prepaid VAT. Once simplified tax method is chosen, it will be applicable for 36 months.
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Old real estate projects refer to (1) real estate projects with commencement dates of
construction stated in the Construction Permits prior to April 30, 2016, and (2) construction
projects which commencement dates of construction are not stated in the Construction Permits, or
construction projects with commencement dates of construction stated in the construction
contracts prior to April 30, 2016 but has yet to receive Construction Permits.

On November 19, 2017, the Interim Regulations of the People’s Republic of China on
Business Tax was abolished and the Interim Regulations of the People’s Republic of China on
Value added Tax (1% A B A0 B3 (BB 47 05 (51) was revised by the State Council. According
to the revised Interim Regulations of the People’s Republic of China on Value added Tax, selling
goods, providing labor services of processing, repairs or maintenance, or selling services,
intangible assets or real property in the PRC, or importing goods to the PRC, shall be subject to
value added tax. According to a notice jointly issued by MOF and SAT in April 2018, starting from
May 1, 2018, the VAT rate has been lowered from 17 percent to 16 percent for manufacturing and
some other industries, and from 11 percent to 10 percent for transportation, construction, real
estate leasing service, sale of real estate, basic telecommunication services, and farm produce.
Starting from April 1, 2019, the VAT rate for real estate industry has been lowered from 10% to 9%.

LAT

According to the requirements of the “Provisional Regulations of the People’s Republic of
China on Land Appreciation Tax” (H#E A RILHIE - MG (EBIE 170 61) (the “Provisional
Regulations”) promulgated on December 13, 1993 and effective on January 1, 1994, as amended on
January 8, 2011, and the “Detailed Implementation Rules on the Provisional Regulations of the
People’s Republic of China on Land Appreciation Tax” (773 A R FL 0[5 1 b 338 (E BB 17 16 09 B
i Zf Hll) (the “Detailed Implementation Rules”) promulgated and effective on January 27, 1995,
any appreciation amount gained from taxpayer’s transfer of property shall be subject to LAT. LAT
is levied according to four progressive rates: 30% for the appreciation amount not exceeding 50%
of the sum of deductible items; 40% for the appreciation amount exceeding 50% but not exceeding
100% of the sum of deductible items; 50% for the appreciation amount exceeding 100% but not
exceeding 200% of the sum of deductible items; and 60% for the appreciation amount exceeding
200% of the sum of deductible items. The related deductible items aforesaid include the following:

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

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

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

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

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

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

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

After the enactment of the Provisional Regulations and the Detailed Implementation Rules,
due to the longer period for the property development and transfer, many local tax authorities in the
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course of implementing the regulations and rules did not force the property developers to declare
and pay the LAT. Therefore, in order to assist the local tax authorities in the collection of LAT, the
Ministry of Finance, State Administration of Taxation, Ministry of Construction and State Land
Administration Bureau had separately and jointly issued several notices to restate the requirement
that after the assignment contracts are signed, the taxpayers should declare the tax to the local tax
authorities with jurisdiction over the underlying property, and pay LAT in accordance with the
amount calculated by the tax authority and the time as required. For those who fail to acquire proof
as regards the tax paid or the tax exemption from the tax authorities, the real estate administration
authority shall not process the relevant title change and shall not issue the property ownership
certificate.

The State Administration of Taxation also issued the “Notice issued by State Administration
of Taxation in respect of the Serious Handling of Administration Work in relation to the Collection
of Land Appreciation Tax™ (B 58 F AR LT £ 3% (E B B0l & 3 TAERZE H) on July 10, 2002 to
request local tax authorities to modify the management system of LAT collection and operation
details, to build up sound taxpaying declaration system for LAT, to modify the methods of
pre-levying for the pre-sale of property. Such notice also pointed out that either for the property
assignment contracts which were signed before January 1, 1994 or where the project proposal has
been approved and capital was injected for development, the privilege policy for LAT exemption
for the properties that are transferred within 5 years after January 1, 1994 for the first time is
expired, and such tax shall be levied again.

On August 2, 2004, the State Administration of Taxation issued the “Notice of the State
Administration of Taxation in Respect of Enhancing the Administration of Land Appreciation Tax”
(R in 3 - b 384 (8 B 457 38 TAE 948 ) in order to further clarify the taxpayers’ duties in relation
to filing of periodic tax returns, and the Notice was amended on June 15, 2018. On August 5, 2004,
the State Administration of Taxation issued the “Notice of the State Administration of Taxation in
Respect of Further Enhancing the Administration on Collection of Urban Land Use Tax and Land
Appreciation Tax” (B 7 HE— 25 fin i daf S+ b (55 R 58 0 - by 398 (B0 B R0 B AR 128 ) to
further enhance the administrative efforts relating to the collection of LAT. It is stipulated in this
notice that the waiver of LAT on any land grant contracts executed prior to January 1, 1994 has
expired, and that appreciation in land value shall be subject to LAT irrespective of the time of
assignment.

On March 2, 2006, the State Administration of Taxation and the Ministry of Finance issued
the “Circular of the Ministry of Finance and the State Administration of Taxation on Land
Appreciation Tax,” which was amended on January 1, 2015 (B 1 b 3% (BB 5 T Rl 28 B4 4 00
The Circular stipulated the following:

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

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

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

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

On December 28, 2006, the State Administration of Taxation issued the “Notice on the
Administration of the Settlement of Land Appreciation Tax of Property Development Enterprises”

(B B b 7 B 48 A S - b 19 (ELBSE 05 5307 BT R ()Y 48 1) which came into effect on February
1, 2007 and was amended on July 7, 2016 and June 15, 2018.

Pursuant to the notice, a property developer shall settle and clear the LAT payment of its
development projects that meet certain criteria with the tax authorities in accordance with the
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applicable LAT tax rates. The LAT shall be settled for projects approved by the competent
authorities; and for projects developed in different stages, the LAT shall be settled in stages. LAT
must be settled if (1) the property development project has been completed and fully sold; (2) the
property developer transfers the whole uncompleted development project; or (3) the land-use
rights with respect to the project is transferred. In addition, the relevant tax authorities may require
the developer to settle the LAT if any of the following criteria is met: (1) for completed property
development projects, the transferred GFA represents more than 85% of total salable GFA, or the
proportion represented is less than 85%, but the remaining salable GFA has been leased out or used
by the developer; (2) the project has not been sold out for more than three years after obtaining the
sale or pre-sale permit; (3) the developer applies for cancelation of the tax registration without
having settled the relevant LAT; or (4) other conditions stipulated by the tax authorities.

The notice also indicated that if a property developer satisfies any of the following
circumstances, the tax authorities shall levy and collect LAT as per the levying rate no lower than
the pre-payment rate with reference to the bearing rate of LAT of local enterprises with a similar
development scale and income level: (i) failure to maintain account book required by law or
administrative regulation; (ii) destroying the account book without authorization or refusing to
provide taxation information; (iii) the accounts are in a state of mess or cost materials, income
vouchers and cost vouchers are damaged and incomplete, making it difficult to determine
transferred income or amount of deductible items; (iv) failure to go through LAT settlement within
the prescribed period, and such failure is not cured within the period required by the relevant tax
authorities; (v) the basis for tax calculation as submitted is obviously low without justifiable cause.
Local provincial tax authorities can formulate their own implementation rules according to the
notice and local situation.

To further strengthen LAT enforcement, in May 2009, the State Administration of Taxation
released the “Rules on the Administration of the Settlement of Land Appreciation Tax” (1 #i3% {f
i i A S PR ), which became effective on June 1, 2009 and was amended on July 7, 2016.

On May 19, 2010, the State Administration of Taxation has issued the “Circular on Issues
Concerning Settlement of Land Appreciation Tax” (P 1 Hb 34 (B B8 3% 5 A BE & () 48 A1) which
clarifies revenue recognition in the settlement of LAT and other relevant issues. According to the
said circular, in the settlement of LAT, if the sales invoices of commodity properties are issued in
full, the revenue shall be recognized based on the amount indicated in the invoices; if the sales
invoices of commodity properties are not issued or are issued in part, the revenue shall be
recognized based on the purchase price indicated in the sales contract as well as other proceeds. If
the area of a commodity property specified in a sales contract is inconsistent with the result
obtained by the relevant authorities after on-site survey, and if purchase price for the property is
made up or refunded before the settlement of LAT, adjustments shall be made accordingly in the
calculation of LAT. The said circular also provides that the deed tax paid by a real estate
development enterprise for land use rights shall be treated as the “relevant fees paid in accordance
with the uniform regulations of the state” and be deducted from the “amount paid for land use
rights.”

On May 25, 2010, the State Administration of Taxation published the “Circular on
Strengthening the Collection and Administration of Land Appreciation Tax” (B 7 i 5 1 b 3% {E
BLEE TAERZE A to require all local governments to scientifically formulate the tax rate and
strengthen provisional LAT taxation. According to this circular, all local governments shall make
adjustments to the current provisional LAT rate. In addition to safeguarding housing, the
provisional LAT rate of provinces in the eastern region shall not be lower than 2%, while the
provinces in middle and northeastern region shall not be lower than 1.5% and the provinces in
western region shall not be lower than 1%. The local governments shall determine the provisional
LAT rate applicable to different types of real estate.

Deed Tax

Pursuant to the “Interim Regulations of the People’s Republic of China on Deed Tax” (H 3 A
F N )] 28 7 1746 1)) promulgated by the State Council in July 1997 and as amended on March
2, 2019, the transferee, whether an individual or otherwise, of the title to a land site or building in
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the PRC shall be responsible for the payment of deed tax. The rate of deed tax is 3%-5% of the
purchase price. The governments of provinces, autonomous regions and municipalities may, within
the foresaid range, determine and report their effective tax rates to the Ministry of Finance and the
State Administration of Taxation for the record. Pursuant to the “Implementation Provisions on
Deed Tax in Guangdong Province” promulgated by the People’s Government of Guangdong in May
1998, the rate of deed tax in Guangdong is 3%.

Urban Land Use Tax

Pursuant to the “Interim Regulations of the People’s Republic of China on Land Use Tax in
respect of Urban Land” ("3 A B 1[50 45k S8 1 b {5 F B4 BT 176 81) promulgated by the State
Council in September 1988 as amended in December 2006, December 2013 and March 2019, the
land use tax in respect of urban land is levied according to the area of relevant land. The annual tax
on every square meter of urban land shall be between RMB0.6 and RMB30. Any foreign
investment enterprise using urban land is required to pay the tax on urban land use accordingly
from January 1, 2007. According to the “Notice on Land Use Tax Exemption of Foreign-Invested
Enterprises and Institutions of Foreign Enterprises in China” promulgated by the Ministry of
Finance on November 2, 1988 and the “Approval on Land Use Tax Exemption of Foreign-Invested
Enterprises” issued by State Administration of Taxation on March 27, 1997, land use fees should
be collected instead of land use tax in a foreign-invested enterprise. However, the Interim
Regulations of the People’s Republic of China on Land Use Tax in respect of Urban Land were
revised by the State Council on December 31, 2006. As of January 1, 2007, land use tax shall be
collected from foreign-invested enterprises. The annual tax on every square meter of urban land
shall be between RMB0.6 and RMB30.0.

Property Tax

Under the “Interim Regulations of the People’s Republic of China on Property Tax” ("' #E A
SR %E*ﬁﬁgg:I{%{ﬁﬂ) enacted by the State Council on September 15, 1986 and enforced on
October 1, 1986 and amended on January 8, 2011, the property tax rate is 1.2% if it is calculated on
the basis of the residual value of a building, and 12% if it is calculated on the basis of the rental.

Stamp Duty

Under the “Interim regulations of the People’s Republic of China on Stamp Duty” (4 # A &
AN ENfE B 174 ) promulgated by the State Council in August 1988 and amended on
January 8, 2011, for building property transfer instruments, including those in respect of property
ownership transfer, the duty rate shall be 0.05% of the amount stated therein; for permits and
certificates relating to rights, including property title certificates and land use rights certificates,
stamp duty shall be levied on an item basis of RMBS5 per item.

Municipal Maintenance Tax

Under the “Interim Regulations of the People’s Republic of China on Municipal Maintenance
Tax” ( H e N B B Ik i 44 5 2 s BT 47 6 491) promulgated by the State Council in 1985 and
amended on January 8, 2011, a taxpayer, whether an individual or otherwise, of product tax,
value-added tax or business tax shall be required to pay municipal maintenance tax. The tax rate
shall be 7% for a taxpayer whose domicile is in an urban area, 5% for a taxpayer whose domicile is
in a county or a town, and 1% for a taxpayer whose domicile is not in any urban area or county or
town.

In October 2010, the State Council issued the “Notice on Unification of the Application of
Municipal Maintenance Tax and Education Surcharge by Domestic and Foreign Enterprises and
Individuals” (B & — A Z1NE A 36 A0\ S0k 717 40 58 2 BB AN 25 & 22 FFHim il B2 19 48 ), pursuant
to which, from December 1, 2010, municipal maintenance tax is applicable to both
foreign-invested enterprises, foreign enterprises and foreign individuals as well as domestic
enterprises and individuals. Pursuant to the “Notice on Relevant Issues of Imposition of Municipal
Maintenance and Education Surcharge on Foreign-Invested Enterprises™ ([ it %f 71 & 1> ZE B0l
T A o 2 BB A 20 E 2 M A B B R A 48 A1) promulgated by the Ministry of Finance and the
State Administration of Taxation in November 2010, foreign-invested enterprises must pay
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municipal maintenance tax on any value added tax, consumption tax and business tax incurred on
or after December 1, 2010. However, foreign-invested enterprises will be exempted from
municipal maintenance tax on any value-added tax, consumption tax and business tax incurrent
before December 1, 2010.

Education Surcharge

Under the “Interim Provisions on Imposition of Education Surcharge” (U & 2t B fin i 8
1T#iE) promulgated by the State Council on April 28, 1986 and as amended on June 7, 1990,
August 20, 2005 and January 8, 2011, a taxpayer, whether an individual or otherwise, of product
tax, value-added tax or business tax shall pay an education surcharge, unless such obliged taxpayer
is instead required to pay a rural area education surcharge as provided by the “Notice of the State
Council on Raising Funds for Schools in Rural A re as” (755 B B 7% S48 52 A B2 0 i 22 56 2 1 40
H1). Under the “Supplementary Notice Concerning Imposition of Education Surcharge” ([ %5 bt
AR 2 ol R Bl SR ) issued by the State Council on October 12, 1994, the
“Circular Concerning Temporary Exemption from Municipal Maintenance Tax and Education
Surcharge For Enterprises with Foreign Investment and Foreign Enterprises” and the “Reply on
Exemption of Municipal Maintenance Tax and Education Surcharge in Foreign-Invested
Freightage Enterprises” issued by the State Administration of Taxation on February 25, 1994 and
on September 14, 2005, respectively, whether foreign-invested enterprises are subject to the
education surcharge will be determined in accordance with notices issued by the State Council;
and such tax is not applicable to enterprises with foreign investment for the time being, until
further explicit stipulations are issued by the State Council.

Pursuant to the aforesaid “Unification of Application of Municipal Maintenance Tax and
Education Surcharge by Domestic and Foreign Enterprises and Individuals (%5 Be B i 45— M 4h
A ZE RN N Ik T A0 v R R RN ECE B 0 ) BE %@ 1), from December 1, 2010, an education
surcharge is applicable to both foreign-invested enterprises, foreign enterprises and foreign
individuals as well as domestic enterprises and individuals.

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

MEASURES ON STABILIZING HOUSING PRICES

The General Office of the State Council promulgated the “Circular on Stabilizing Housing
Prices” (A U1 E F8 € {5 5 (B4 B4 A1) in March 2005 requiring measures to be taken to keep
housing prices from increasing too fast and to promote the healthy development of the property
market. The “Opinions on Work of Stabilizing Housing Price,” jointly issued by the Ministry of
Construction, NDRC, the Ministry of Finance, the Ministry of Land and Resources, the PBOC, the
State Administration of Taxation and the CBRC in April 2005 provides that:

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

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

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

° Starting from June 1, 2005, business tax on the transfer of a residential house by an
individual within two years from date of purchase shall be levied on the basis of the full
amount of the income therefrom. For an individual having transferred an ordinary
residential house for two years or more from date of purchase, the business tax will be
exempted. For an individual having transferred a residential property other than
ordinary residential house for two years or more from date of purchase, the business tax
will be levied on the basis of the difference between the income from selling the house
and the purchase price.

° Low-to medium-cost ordinary residential houses with medium or small area may enjoy
such preferential policies as planning permit, land supply, credit and taxation. Houses
enjoying these preferential policies must satisfy the following conditions in principle:
the plot ratio of the residential development is above 1.0, the floor area of a single unit
is less than 120 sq.m., and the actual transfer price is lower than 1.2 time of the average
transfer price of houses located on the land of the same level. The local government of a
province, autonomous region or municipality may, based on actual circumstances, set up
the specific standard for ordinary residential houses enjoying the preferential policies.
Under the “Circular on Setting up the Standard for Ordinary Residential House in
Guangdong Province” issued by Guangdong Provincial Construction Bureau in June
2005, ordinary houses in Guangdong Province enjoying preferential policies must also
satisfy the following conditions: the plot ratio of the residential district is above 1.0, the
gross floor area of one single unit is less than 120 sq.m. or the internal gross floor area
of a single unit is less than 144 sq.m., and the actual transfer price is lower than 1.44
time of the average transfer price of houses located on the land of the same level.

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

On May 24, 2006, the Ministry of Construction, NDRC, the Ministry of Supervision, the
Ministry of Finance, the Ministry of Land and Resources, the PBOC, the State Bureau of Statistics,
the State Administration of Taxation and the CBRC jointly issued the “Opinions on Adjusting
Housing Supply Structure and Stabilization of Housing Prices” (B8 i i B % 5 it E 45 HE T3 E (1 5
fE# P R). Such opinions reiterated the existing measures and introduced new measures
intended to further curtail the rapid increase in property prices in large cities and to promote
healthy development of the PRC property market. These measures, among others, include the
following:

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

° requiring that at least 70% of residential projects approved or constructed on or after
June 1, 2006 must consist of units with a GFA less than 90 sq.m. per unit and tha