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IMPORTANT NOTICE
NOT FOR DISTRIBUTION IN THE UNITED STATES

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

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

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

CONFIRMATION OF YOUR REPRESENTATION: IN ORDER TO BE ELIGIBLE TO VIEW THE ATTACHED DOCUMENT, INVESTORS
MUST COMPLY WITH THE FOLLOWING PROVISIONS. YOU HAVE BEEN SENT THE ATTACHED DOCUMENT ON THE BASIS THAT
YOU HAVE CONFIRMED TO CHINA CITIC BANK INTERNATIONAL LIMITED, GUOTAI JUNAN SECURITIES (HONG KONG)
LIMITED, HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED, THE HONGKONG AND SHANGHAI BANKING
CORPORATION LIMITED, STANDARD CHARTERED BANK, CMBC SECURITIES COMPANY LIMITED, CREDIT SUISSE (HONG
KONG) LIMITED, J.P. MORGAN SECURITIES PLC, THE BANK OF EAST ASIA, LIMITED AND UBS AG HONG KONG BRANCH (THE
“JOINT LEAD MANAGERS”), THAT YOU (I) ARE OUTSIDE THE UNITED STATES, AND, TO THE EXTENT YOU PURCHASE THE
SECURITIES DESCRIBED IN THE ATTACHED DOCUMENT, YOU WILL BE DOING SO IN AN OFFSHORE TRANSACTION, AS
DEFINED IN REGULATION S UNDER THE SECURITIES ACT (“REGULATION S”), PURSUANT TO AND IN COMPLIANCE WITH
REGULATION S; AND (II) CONSENT TO DELIVERY BY ELECTRONIC TRANSMISSION.

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

The attached document is not a prospectus for the purposes of the European Union’s Regulation (EU) 2017/1129 (the “EU Prospectus Regulation”).
The following offering memorandum has been prepared on the basis that all offers of the securities made to persons in the European Economic Area
will be made pursuant to an exemption under the EU Prospectus Regulation from the requirement to produce a prospectus in connection with offers
of the securities.

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.

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

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

This document has been made available to you in electronic form. You are reminded that documents transmitted via this medium may be altered or
changed during the process of transmission and consequently none of the Joint Lead Managers or any person who controls them or any of their
respective directors, employees, representatives or affiliates accepts any liability or responsibility whatsoever in respect of any difference between the
document distributed to you in electronic format and the hard copy version.

You are responsible for protecting against viruses and other destructive items. Your receipt of this electronic transmission is at your own risk and it is
your responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.



OFFERING MEMORANDUM CONFIDENTIAL

US$100,000,000
5.95% Senior Notes Due 2025
(to be consolidated and form a single class with the US$200,000,000 5.95% Senior Notes due 2025 issued on August 10, 2020)
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KWG GROUP HOLDINGS LIMITED
ERETEEERA RS FH
(incorporated in the Cayman Islands with limited liability)

Issue Price: 98.118%
plus accrued interest from (and including) August 10, 2021 to

(but excluding) September 10, 2021

KWG Group Holdings Limited (& 5% & #H #1247 B/ 1) (the “Company” or the “Issuer”) is offering 5.95% senior notes due 2025 in the aggregate principal amount of US$100,000,000
(the “New Notes”). The New Notes will be consolidated and form a single class with the 5.95% Senior Notes due 2025 in the aggregate principal amount of US$200,000,000 issued by the Company on
August 10, 2020 (the “Original Notes” and, together with the New Notes, the “Notes™). The Notes will bear interest at the rate of 5.95% per annum and will mature on August 10, 2025. Interest will be
payable semi-annually in arrears on February 10 and August 10 of each year, beginning on February 10, 2021. The New Notes constitute Additional Notes under the Indenture and are identical in all
respects to the Original Notes, other than with respect to the issue date and issue price. The New Notes will form a single series with the Original Notes. Upon completion of this offering, the aggregate
principal amount of the outstanding Notes will be US$300,000,000.

The Notes are senior obligations of the Company guaranteed by certain of our existing subsidiaries (the “Subsidiary Guarantors™), other than (1) those organized under the laws of the PRC,
(2) exempted subsidiaries, (3) listed subsidiaries, and (4) certain other subsidiaries specified in the sections entitled “Description of the Notes™ (together, the “Non-Guarantor Subsidiaries”). We refer to
the guarantees by the Subsidiary Guarantors as Subsidiary Guarantees. Under certain circumstances and subject to certain conditions, a Subsidiary Guarantee required to be provided by a subsidiary of
the Company may be replaced by a limited-recourse guarantee (a “JV Subsidiary Guarantee™). We refer to the subsidiaries providing a JV Subsidiary Guarantee as JV Subsidiary Guarantors.

We may at our option redeem the Notes, in whole or in part, at any time and from time to time on or after August 10, 2023, at the redemption prices set forth in this offering memorandum
plus accrued and unpaid interest, if any, to (but not including) the redemption date. At any time and from time to time prior to August 10, 2023, we may redeem up to 35% of the Notes, at a redemption
price of 105.95% of the principal amount of the Notes, plus any accrued and unpaid interest, using the net cash proceeds from sales of certain kinds of capital stock. In addition, we may redeem the
Notes, in whole but not in part, at any time prior to August 10, 2023, at a price equal to 100% of the principal amount of the Notes plus (i) any accrued and unpaid interest to (but not including) the
redemption date and (ii) a premium as set forth in this offering memorandum. At any time on or after the date when no more than 10% of the aggregate principal amount of the Notes originally issued
on the original issue date under the indenture governing the Notes (the “Indenture”) remains outstanding, the Company may at its option redeem the Notes, in whole but not in part, at a redemption
price equal to 100% of the principal amount of the Notes plus accrued and unpaid interest, if any, to (but not including) the redemption date. Upon the occurrence of a Change of Control Triggering
Event (as defined in the Indenture), we must make an offer to repurchase all such 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 (1) at least pari passu in right of payment against the Company with respect to all other unsecured, unsubordinated Indebtedness of the Company (subject to any priority rights
of such unsecured unsubordinated Indebtedness pursuant to applicable law), (2) senior in right of payment to any existing and future obligations of the Company expressly subordinated in right of
payment to the Notes, (3) guaranteed by the Subsidiary Guarantors and JV Subsidiary Guarantors (if any) on a senior basis, subject to the limitations described below under the caption “—Subsidiary
Guarantees™ and in “Risk Factors—Risks Relating to the Subsidiary Guarantees, the JV Subsidiary Guarantees and the Collateral;” (4) effectively subordinated to the other secured obligations of the
Company (if any), the Subsidiary Guarantors and the JV Subsidiary Guarantors, to the extent of the value of the assets serving as security therefor, and (5) effectively subordinated to all existing and
future obligations of the Non-Guarantor Subsidiaries. In addition, applicable law may limit the enforceability of the Subsidiary Guarantees, the JV Subsidiary Guarantees (if any) and the pledge of any
collateral. See the section entitled “Risk Factors—Risks Relating to the Subsidiary Guarantees, the JV Subsidiary Guarantees and the Collateral.”

For a more detailed description of the Notes, see the section entitled “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
Sul ary 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 18 and particularly pages 67—
72 for risks relating to the Subsidiary Guarantees, the JV Subsidiary Guarantees and the Collateral.

The Original Notes are listed on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange™). Application will be made to the Hong Kong Stock Exchange for the listing
of the New Notes 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) (“Professional
Investors™) only. This document is for distribution to Professional Investors only. Notice to Hong Kong investors: The Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any)
confirm that the Notes are intended for purchase by Professional Investors only and the Original Notes have been and the New Notes will be listed on the Hong Kong Stock Exchange on that basis.
Accordingly, the Company, 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 Hong Kong Stock Exchange has not reviewed the contents of this offering memorandum, other than to ensure that the prescribed form di and r ibility and a
limiting distribution of this offering memorandum to Professional Investors only have been reproduced in this document. Listing of the Notes on the Hong Kong Stock Exchange is not to be taken as an
indication of the commercial merits or credit quality of the Notes or the Issuer, the Group, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any) or quality of disclosure in this document.
Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the content of this offering memorandum, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this offering memorandum.

This offering memorandum includes particulars given in compliance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules™)
for the purpose of giving information with regard to the Company, the Group, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any). The Company, the Subsidiary Guarantors and the
JV Subsidiary Guarantors (if any) accept full responsibility for the accuracy of the information contained in this offering memorandum and confirms, having made all reasonable enquiries, that to the
best of their knowledge there are no other material facts the omission of which would make any statement herein misleading. The expected date of listing of the New Notes on the Hong Kong Stock
Exchange is on or around September 13, 2021.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been and will not be registered under the United States Securities Act of 1933, as amended (the
“Securities Act”), and may not be offered or sold within the United States. The Notes are being offered and sold only outside the United States in compliance with Regulation S under the Securities Act.
For a description of certain restrictions on resale or transfer, see the section entitled “Transfer Restrictions.”

With reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises (1% 5 5§ Ji i 4 2 [ i/ ffi 2 4 SE 8617 SM i 2 8w il
A E 4 0 (2SR (20151204455 ) (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 New Notes with the NDRC and obtained a certificate from the NDRC dated August 18, 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 10 PRC working days after the issue date of the Notes.

The New Notes will be evidenced by a global note (the “Global Note™), in registered form, which will be registered in the name of a nominee of, and deposited with a common depositary for,
Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Beneficial interests in the Global Notes will be shown on, and transfers thereof will be effected only through, the
records maintained by Euroclear and Clearstream and their respective accountholders. Except in the limited circumstances set out herein, individual certificates for the Notes will not be issued in
exchange for beneficial interests in the Global Note. It is expected that delivery of the Global Notes will be made on September 10, 2021 or such later date as may be agreed by the Company and the
Initial Purchasers (as defined in “Plan of Distribution™).

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners
China CITIC Bank Guotai Junan International Haitong International HSBC Standard Chartered Bank
International
Joint Lead Managers and Joint Bookrunners

CMBC Capital Credit Suisse J.P. Morgan The Bank of East Asia, UBS
Limited

The date of this offering memorandum is September 6, 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. This offering memorandum has been prepared on the basis that all offers of
the securities made to persons in the European Economic Area will be made pursuant to an exemption
under the EU Prospectus Regulation from the requirement to produce a prospectus in connection with
offers of the securities.

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

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

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

Notification under Section 309B(1)(c) of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”) — the Company has determined, and hereby notifies all relevant persons (as
defined in Section 309A(1) of the SFA), that the New 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).

IN CONNECTION WITH THIS OFFERING, THE JOINT LEAD MANAGERS, OR ANY
PERSON APPOINTED AND ACTING IN ITS CAPACITY AS STABILIZATION MANAGER,
OR ANY PERSON ACTING FOR SUCH STABILIZATION MANAGER, MAY PURCHASE
AND SELL THE NEW NOTES IN THE OPEN MARKET PROVIDED THAT CHINA CITIC
BANK INTERNATIONAL LIMITED SHALL NOT BE ACTING AS THE STABILIZING
MANAGER. 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 NEW NOTES. AS A RESULT, THE PRICE OF THE NEW



NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE MIGHT EXIST IN THE
OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE
DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END
AFTER A LIMITED TIME. THESE ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR THE
ACCOUNT OF THE JOINT LEAD MANAGERS, 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 New Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if
any) that is material in the context of the issue and offering of the New Notes; (ii) the statements
contained in this offering memorandum relating to us and our subsidiaries and our affiliates are in
every material respect true and accurate and not misleading; (iii) the opinions and intentions
expressed in this offering memorandum with regard to us and our subsidiaries and affiliates are
honestly held, have been reached after considering all relevant circumstances and are based on
reasonable assumptions; (iv) there are no other facts in relation to us, our subsidiaries and affiliates,
the New Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), the omission
of which would, in the context of the issue and offering of the New Notes, make this offering
memorandum, as a whole, misleading in any material respect; and (v) we have made all reasonable
enquiries to ascertain such facts and to verify the accuracy of all such information and statements.
We accept responsibility accordingly.

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

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

No representation or warranty, express or implied, is made by China CITIC Bank International
Limited, Guotai Junan Securities (Hong Kong) Limited, Haitong International Securities Company
Limited, The Hongkong and Shanghai Banking Corporation Limited, Standard Chartered Bank,
CMBC Securities Company Limited, Credit Suisse (Hong Kong) Limited, J.P. Morgan Securities
ple, The Bank of East Asia, Limited and UBS AG Hong Kong Branch (the “Initial Purchasers™),
Citicorp International Limited (the “Trustee” and the “Shared Security Agent”), Citibank, N.A.,
London Branch (the “Paying Agent” and “Transfer Agent” and the “Registrar” and together with
the Shared Security Agent, the “Agents”) or any of their affiliates or advisors as to the accuracy or
completeness of the information set forth herein, and nothing contained in this offering
memorandum is, or should be relied upon as, a promise or representation, whether as to the past
or the future. To the fullest extent permitted by law, the Initial Purchasers 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 or on their behalf in connection with the Company, the
Subsidiary Guarantors, the Subsidiary Guarantees or the issue and offering of the New Notes. The
Initial Purchasers accordingly disclaim all and any liability whether arising in tort or contract or
otherwise (save as referred to above) which it might otherwise has in respect of this offering
memorandum or any such statement.
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Each person receiving this offering memorandum acknowledges that: (i) such person has been
afforded an opportunity to request from us and to review, and has received, all additional
information considered by it to be necessary to verify the accuracy of, or to supplement, the
information contained herein; (ii) such person has not relied on the Initial Purchasers, the Trustee,
the Agents or any person affiliated with the Initial Purchasers, the Trustee, the Agents in connection
with any investigation of the accuracy of such information or its investment decision; and (iii) no
person has been authorized to give any information or to make any representation concerning us,
our subsidiaries and affiliates, the New Notes, the Subsidiary Guarantees or the JV Subsidiary
Guarantees (if any) (other than as contained herein and information given by our duly authorized
officers and employees in connection with investors’ examination of our Company and the terms of
the offering of the New Notes) and, if given or made, any such other information or representation
should not be relied upon as having been authorized by us, the Initial Purchasers, the Trustee or the
Agents.

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

We are not, and the Initial Purchasers are not, making an offer to sell the New Notes (including
the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any)), in any jurisdiction except
where an offer or sale is permitted. The distribution of this offering memorandum and the offering of
the New Notes (including the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any)) may
in certain jurisdictions be restricted by law. Persons into whose possession this offering
memorandum comes are required by us 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 New Notes (including the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any)) and
distribution of this offering memorandum, see the sections entitled “Transfer Restrictions” and
“Plan of Distribution.”

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore
(the “SFA”) and the Securities and Futures (Capital Markets Products) Regulations 2018 of
Singapore (the “CMP Regulations 2018”), the Company has determined the classification of the New
Notes as prescribed capital markets products (as defined in the CMP Regulations 2018) and
Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).

This offering memorandum summarizes certain material documents and other information, to
which we refer you for a more complete understanding of what we discuss in this offering
memorandum. In making an investment decision, you must rely on your own examination of us and
the terms of the offering, including the merits and risks involved. We are not making any
representation to you regarding the legality of an investment in the New Notes by you under any
investment or similar laws or regulations. You should not consider any information in this offering
memorandum to be legal, business or tax advice. You should consult your own professional advisors
for legal, business, tax and other advice investment in the New Notes.
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We reserve the right to withdraw the offering of the New Notes at any time, and the Initial
Purchasers reserve the right to reject any commitment to subscribe for the New Notes in whole or in
part and to allot to any prospective purchaser less than the full amount of the New Notes sought by
such purchaser. The Initial Purchasers and certain related entities may acquire for their own account
a portion of the New Notes.



CERTAIN DEFINITIONS, CONVENTIONS, CURRENCY
AND FINANCIAL INFORMATION PRESENTATION

We have prepared this offering memorandum using a number of conventions, which you should
consider when reading the information contained herein. When we use the terms “we,” “us,” “our,”
the “Company,” the “Group” and words of similar import, we are referring to KWG Group
Holdings Limited (& 5% & £ B A R A) itself, or to KWG Group Holdings Limited (& 578
HEBZERARATR) and its consolidated subsidiaries, as the context requires. In this offering
memorandum, references to the “Board” or “Board of Directors” refer to the board of directors of

the Company.

Market data, industry forecasts and the People’s Republic of China (“China” or 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 Joint Lead Managers or our or their directors and advisors, and neither we, the
Joint Lead Managers nor our or their directors and advisors make any representation as to the
accuracy or completeness of the 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 may be inaccurate. You should not unduly rely on such market data, industry forecasts and
PRC and property industry statistics.

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

We record and publish our financial statements in Renminbi. Unless otherwise stated in this
offering memorandum, all translations from Renminbi amounts to U.S. dollars were made at the
rate of RMB6.4566 to US$1.00, the noon buying rate in Renminbi as set forth in the H.10 statistical
release of the Federal Reserve Bank of New York on June 30, 2021, and all translations from Hong
Kong dollars into U.S. dollars were made at the rate of HK$7.7658 to US$1.00, the noon buying rate
in Hong Kong dollars as set forth in the H.10 statistical release of the Federal Reserve Bank of New
York on June 30, 2021. All such translations in this offering memorandum are provided solely for
your convenience and no representation is made that the Renminbi amounts referred to herein have
been, could have been or could be converted into U.S. dollars or Hong Kong dollars, or vice versa, at
any particular rate, or at all. For further information relating to the exchange rates, see “Exchange
Rate Information.”

References to “PRC” and “China,” for the statistical purposes of 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” 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.

References to “BVI” in this offering memorandum are to the British Virgin Islands.
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Our financial statements are prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”), which differ in certain respects from generally accepted accounting
principles in certain other countries. You should seek professional advice with respect to such
differences in generally accepted principles. Unless the context otherwise requires, financial
information in this offering memorandum is presented on a consolidated basis.

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

References to “Existing Notes” are to the January 2017 Notes, the March 2017 Notes, the
September 2017 Notes, the November 2017 Notes, the March 2019 Notes, the July 2019 Notes, the
January 2020 Notes, the November 2020 Notes and the May 2021 Notes.

References to “Guangzhou Hejing” are to Guangzhou Hejing Real Estate Development
Limited (BN & 527 H7E B #E4 FR 2 7), a wholly-owned subsidiary of the Company.

References to the “SCB 2018 Facility” are to the transferrable HKD and USD dual currency
term loan facility with a greenshoe option of US$500 million made available to the Company
pursuant to an agreement dated June 5, 2018 between, among others, the Company and SCB as
agent.

References to the “SCB 2020 Facility” are to the transferrable HKD and USD dual currency
term loan facility with a greenshoe option of US$400 million made available to the Company
pursuant to an agreement dated December 23, 2020 between, among others, the Company and SCB
as agent.

References to the “2010 Notes” are to the Company’s 12.50% senior notes due 2017. We
redeemed the 2010 Notes in full on August 30, 2014 and Citicorp International Limited, as trustee
with respect to the 2010 Notes, has been removed as a secured party under the Intercreditor
Agreement.

References to the “2011 Notes” are to the Company’s 12.75% senior notes due 2016. We
redeemed the 2011 Notes in full on March 30, 2014 and Citicorp International Limited, as trustee
with respect to the 2011 Notes, has been removed as a secured party under the Intercreditor
Agreement.

References to the “2012 Notes” are to the Company’s 13.25% senior notes due 2017. We
redeemed the 2012 Notes in full on November 10, 2016 and Citicorp International Limited, as trustee
with respect to the 2012 Notes, has been removed as a secured party under the Intercreditor
Agreement.

References to the “2013 Notes” are to the Company’s 8.625% senior notes due 2020. We
redeemed the 2013 Notes in full on February 26, 2017 and Citicorp International Limited, as trustee
with respect to the 2013 Notes, has been removed as a secured party under the Intercreditor
Agreement.

References to the “January 2014 Notes” are to the Company’s 8.975% senior notes due 2019

issued on January 14, 2014. As of the date of this offering memorandum, the Company has fully
redeemed the January 2014 Notes.
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References to the “August 2014 Notes” are to the Company’s 8.25% senior notes due 2019
issued on August 5, 2014. As of the date of this offering memorandum, the Company has fully
redeemed the August 2014 Notes.

References to the “January 2017 Notes” are to the Company’s 6.00% senior notes due 2022
issued on January 11, 2017.

References to the “March 2017 Notes” are to the Company’s 6.00% senior notes due 2022
issued on March 15, 2017, March 29, 2017 and December 7, 2017.

References to the “September 2017 Notes” are to the Company’s 5.20% senior notes due 2022
issued on September 21, 2017.

References to the “November 2017 Notes” are to the Company’s 5.875% senior notes due 2024
issued on November 10, 2017 and July 3, 2019.

References to the “August 2018 Notes” are to the Company’s 7.875% senior notes due 2021
issued on August 9, 2018. As of the date of this offering memorandum, the Company has fully
redeemed the August 2018 Notes.

References to the “November 2018 Notes” are to the Company’s 9.85% senior notes due 2020
issued on November 26, 2018 and December 11, 2018. As of the date of this offering memorandum,
the Company has fully redeemed the November 2018 Notes.

References to the “March 2019 Notes” are to the Company’s 7.875% senior notes due 2023
issued on March 1, 2019 and March 22, 2019.

References to the “July 2019 Notes” are to the Company’s 7.40% senior notes due 2024 issued
on July 29, 2019.

References to the “January 2020 Notes” are to the Company’s 7.40% senior notes due 2027
issued on January 13, 2020.

References to the “August 2020 Notes” or “Original Notes” are to the Company’s 5.95% senior
notes due 2025 issued on August 10, 2020.

References to the “November 2020 Notes” are to the Company’s 6.3% senior notes due 2026
issued on November 13, 2020.

References to the “May 2021 Notes” are to the Company’s 6% senior notes due 2026 issued on
May 14, 2021.

A property is considered sold after we have executed the purchase contract with a customer and
have delivered the property to the customer. Unless otherwise specified, all site area and gross floor
area (“GFA”) data presented in this offering memorandum represent the site area and GFA data of
entire projects, including those attributable to the minority shareholders of our project companies
that are not wholly owned by us. References to “sq.m.” are to the measurement unit of square
meters.
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In this offering memorandum, a land grant contract refers to a state-owned land use rights
grant contract (B4 T Hbffi FI#E i35 F]) between a developer and the relevant PRC governmental
land administrative authorities, typically the local state-owned land burecaus; a land use rights
certificate refers to a state-owned land use rights certificate (B4 - i Fi #) issued by a local real
estate and land resources bureau with respect to the land use rights; a construction land planning
permit refers to a construction land planning permit (&% F#hkE | FF v #) issued by local urban
zoning and planning bureaus or equivalent authorities in China; a construction works planning
permit refers to a construction works planning permit (5% T #|#F ] #) issued by local urban
zoning and planning bureaus or equivalent authorities in China; a construction permit refers to a
construction works commencement permit (5 LFEj LFFA#) issued by local construction
committees or equivalent authorities in China; a pre-sale permit refers to a commodity property pre-
sale permit (P¥ )5 HE FF A #) issued by local housing and building administrative bureaus or
equivalent authorities with respect to the pre-sale of relevant properties; a certificate of completion
refers to a construction project planning inspection and clearance certificate (#:5% T2 K7 855 Uk & 4%
#) issued by local urban zoning and planning bureaus or equivalent authorities or an equivalent
certificate issued by relevant authorities in China with respect to the completion of property projects
subsequent to their on-site examination and inspection; and a property ownership certificate refers
to a property ownership and land use rights certificate (J5 HiZE f#7#5) issued by a local real estate and
land resources bureau with respect to the land use rights and the ownership rights of the buildings on
the relevant land.

In this offering memorandum, where information has been presented in thousands or millions
of units, amounts may have been rounded up or down. Accordingly, totals of columns or rows of
numbers in tables may not be equal to the apparent total of the individual items and actual numbers
may differ from those contained herein due to 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 and operational information regarding our businesses;
availability and costs of bank loans and other forms of financing;

our dividend policy;

projects under development or held for future development;

the regulatory environment of our industry in general;

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

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

of our property development projects;

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

timely repayments by our purchasers of mortgage loans guaranteed by us;

changes in competitive conditions and our ability to compete under these conditions;
the performance of the obligations and undertakings of the third-party contractors under
various construction, building, interior decoration, material and equipment supply and
installation contracts;

changes in currency exchange rates; and

other factors beyond our control.



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 guarantees 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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SUMMARY

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

Overview

We are a large-scale PRC property developer with a leadership position in Guangzhou and an
established presence in Greater-Bay-Area, Yangtze-River-Delta Area, Pan Bohai Rim Region and
Western and Central regions. We focus on mid- to high-end residential property developments with
distinctive characteristics. To diversify our earnings mix, we also develop commercial properties in
prime locations as long-term investments, including office buildings, shopping malls, serviced
apartments and hotels. We commenced operation of our first office property, International Finance
Place, in August 2007 in Guangzhou. We also develop high-end hotels and operate some of them. We
believe our investment properties and hotels will help to further strengthen our brand name. We have
also engaged in property management business which we have spun off in October 2020.

Historically, we have focused our property developments in Guangzhou, the capital of
Guangdong Province and one of China’s largest cities, capturing the opportunities presented by its
rapidly growing economy. In particular, we have focused on developments in prime locations, such
as the Pearl River New Town, which in recent years has been promoted by the Guangzhou
government as its central business district (“CBD”). We intend to maintain our leadership position
in Guangzhou’s property market while further enhancing our presence in Greater-Bay-Area,
Yangtze-River-Delta Area, Pan Bohai Rim Region and Western and Central regions, where we have
established operations. We also intend to expand in a prudent manner into other selected cities with
high growth potential by leveraging our expertise in the regions where we operate, with Guangzhou,
Shenzhen, Foshan as its hubs for South China, Shanghai, Hangzhou, Suzhou, Hefei for East China,
Chengdu, Chongqing and Nanning for Southwest China, Beijing, Tianjin for North China, Wuhan
for Central China, and the Group’s footprint has been expanded to Hong Kong since 2017. As of
June 30, 2021, we had 177 property projects with total GFA attributable to the Group of 15.94
million sq.m.




We believe that we have been able to consistently achieve a premium price for our products in
all the geographic locations where we operate. Our success is attributable to our premium quality
products, distinctive designs and superior property management service, all of which have
successfully distinguished us in the highly competitive property markets in Guangzhou and the
other geographic locations where we operate. We have also been able to enhance customer
confidence in our products and retain customer loyalty as indicated by high percentages of repeat
customers and client referrals of our projects. We have received various awards in recognition of our
premium quality products and services and our achievements as a property development company.
Some of the recent awards we have received are listed below:

° The Group was recognized as 2020 China’s Top 30 Listed Real Estate Enterprises by
Guandian.cn.

° The Group was recognized as 2020 and 2021 Top 100 PRC Property Enterprises, TOP 10
of 2020 and 2021 China’s Top 100 Property Companies by Profitability and 2020
Noteworthy Property Companies in Capital Market by China Index Academy.

) The Group was recognized as 2020 and 2021 Top 10 PRC Property Companies Listed in
Hong Kong by Comprehensive Strength by China Index Academy.

) The Group was recognized as 2020 Top 500 PRC Private Enterprises by All-China
Federation of Industry and Commerce.

° The Group was awarded Golden Brick Award for Real Estate in China — 2020 Property
Enterprise with Outstanding Influence by 21st Century Business Herald.

° The Group was awarded Guangdong-Hong Kong-Macau Greater Bay Area Golden
Competitive Award by Time Weekly.

) The Group was recognized as 2019 Top 100 Private Enterprises in Guangdong Province
(the 50th) by Guangdong Federation of Industry & Commerce.

) The Group was recognized as CIHAF 2019 Reputable PRC Property Enterprises by
China Real Estate Newspaper Group.

° One of the Group’s city companies, Hangzhou Company, was recognized as Property
Enterprise with Outstanding Contribution in Yangtze River Delta by Yangtze River Delta
Party Media Urban Development Alliance.

° One of our residential properties, Guangzhou Montkam, was recognized on 2019
Guangzhou Property Value List — Benchmark Urban Property In Guangzhou by
Guangzhou Real Estate Industry Association.

) One of our residential properties, Guangzhou The Jadeite, was recognized as Mansion
with Best Value for Holding in Greater Bay Arca by Fang.com.

° Two of our shopping malls, Chengdu U Fun and Suzhou U Fun, were on 2019 Dianping’s
Must Shop Lists for Shopping Mall, in Chengdu and Suzhou respectively, by
dianping.com.




° One of our shopping malls, Shanghai U Fun, was recognized as 2018 Shanghai Art
Business District — Outstanding Commercial Enterprise by Shanghai Municipal
Administration of Culture and Tourism, Shanghai Commission of Commerce.

) One of our shopping malls, Beijing M e Cube, was awarded 2019 CCFA Golden Lily
Shopping Mall — Best Marketing Award by China Chain Store & Franchise Association.

° One of our shopping malls, Chengdu M e Cube, was recognized as 2020 Project Worth
Investing with Commercial Value in Chengdu by Gomall.

° The Group’s Commercial Segment was recognized as Outstanding Operator in
Commercial Real Estate for the Year by winshang.com.

° The Group’s Property Management Segment, Liege Property Services, was recognized as
2019 Top 100 PRC Property Service Enterprises — Top 18 by China Index Academy.

° The Group’s Property Management Segment, Liege Property Services, was recognized as
2019 Top 100 PRC Leading Property Service Enterprises by Service Quality by China
Index Academy.

° The Group’s Property Management Segment, Liege Property Services, was recognized as
2019 Top 10 Enterprises in Property Service Satisfaction in Guangdong Province by
Guangdong Province Urban Community Development Research Association —
Guangdong Province Property Service Satisfaction Survey Committee.

° The Group’s Property Management Segment, Liege Property Services, was recognized as
2019 Guangdong-Hong Kong-Macau Greater Bay Area Enterprise with Leading Position
in Property Service Market by China Index Academy.

) The Group’s boutique hotel brand, The Mulian Hotel, was recognized as 19th China
Golden Horse Award Ceremony — Top 10 Hotel Management Companies by Jury of
China Golden Horse Award.

° The Group’s boutique hotel brand, The Mulian Hotel, was recognized as Asia Influential
Brand — Best Aesthetically Designed Hotel in Asia by Entrip.

In 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021, we delivered a total
GFA of approximately 400,602 sq.m., 1,771,190 sq.m., 2,155,240 sq.m., 1,001,696 sq.m. and 770,971
sq.m., respectively, generating revenue from sale of properties of approximately RMB6,064.2
million, RMB22,761.9 million, RMB28,486.7 million, RMB12,449.1 million and RMB12,188.8
million (US$1,887.8 million), respectively. During the same periods, our profit for the year was
approximately RMB4,154.8 million, RMB10,056.1 million, RMB6,901.3 million, RMB3,535.6
million and RMB2,853.4 million (US$441.9 million), respectively.




Our Competitive Strengths
We believe our primary competitive strengths are:
) premium product quality;
° strong execution capability;
° product standardization supports fast asset turnover;
° prudent and disciplined land acquisition and expansion;
) high-quality investment properties and hotels;
° strong cash flow and diversified funding sources;

° proven experience in joint venture projects and strong relationship with renowned
domestic and international partners; and

° seasoned management team, efficient risk control system and enhanced operational
capabilities.

Our Business Strategies
Our business strategies are to:

° maintain leadership position in Guangzhou, enhance presence in other cities where we
operate and conduct measured expansion in key regions;

° continue our focus on developing premium-quality products;

) continue to seek mutually beneficial joint venture partnerships in project development;
and

° continue to adopt prudent financial policy and proactive approach to capital structure.
Recent Developments
The Recent Coronavirus Epidemic Outbreak

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 landbank and operations had imposed travel restrictions in an effort to
curb the spread of the highly infectious COVID-19. The COVID-19 outbreak has affected our
business operation and financial condition. 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. 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 at the moment, it is difficult to predict




how long these conditions will persist and to what extent to which we may be affected. See “Risk
Factors — Risks Relating to China — The national and regional economies in China and our
prospects may be adversely affected by natural disasters, acts of God and occurrence of epidemics.”

New Projects

Subsequent to June 30, 2021, we acquired certain parcels of land as set forth in the table below:

Number of
Attributable Land Attributable Attributable
Location Interests Parcels Site Area Total GFA GFA Land Cost Type
% (in sq.m.) (in sq.m.) (in sq.m.) (RMB
in million)
Tianhe District, 100% 1 5,765 69,200 69,200 1,993 Commercial
Guangzhou "?® |
Notes:

(1) We have not obtained all of the relevant land use rights certificates for these projects as of the date of this
offering memorandum.

2) We have not paid up all the land premium for these projects as of the date of this offering memorandum.
General Information

We were incorporated in the Cayman Islands on July 28, 2006 as an exempted company with
limited liability. Our principal place of business in the PRC is at International Finance Place, No. 8
Huaxia Road, Pearl River New Town, Guangzhou, China. Our place of business in Hong Kong is at
Units 8503-05A, Level 85, International Commerce Centre, 1 Austin Road West, Kowloon, Hong
Kong. Our registered office is located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands. Our website is www.kwgproperty.com. Information contained
on our website does not constitute part of this offering memorandum.




THE OFFERING

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

Issuer ... ........... KWG Group Holdings Limited (&&= EBZERARATF) (the
“Company”).
New Notes Offered. . . .. US$100,000,000 aggregate principal amount of 5.95% senior notes due

2025 (the “New Notes”), to be consolidated and form a single series
with the US$200,000,000 5.95% Senior Notes due 2025 issued on
August 10, 2020 (the “Original Notes” and, together with the New
Notes, the “Notes”). The terms of the New Notes are the same as those
for the Original Notes in all respects except for the issue date and issue
price.

Offering Price. . . ... ... 98.118% of the principal amount of the New Notes, plus accrued
interest from (and including) August 10, 2021 to (but excluding)
September 10, 2021.

Maturity Date . .. ... .. August 10, 2025

Interest . . ........... The Notes will bear interest, at a rate of 5.95% per annum, payable
semi-annually in arrears on February 10 and August 10 of each year,
commencing February 10, 2021.

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

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

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

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

° effectively subordinated to the secured obligations of the
Company, the Subsidiary Guarantors and the JV Subsidiary
Guarantors to the extent of the value of the assets serving as
security therefor (except for the Collateral); and

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




Subsidiary Guarantees. . .

The Notes will:

° be entitled to the benefit of a lien on the Collateral pledged by the
Company and the Subsidiary Guarantor Pledgors (subject to any
permitted liens and the Intercreditor Agreement) for as long as
any Indebtedness secured by the Collateral (other than the
Indebtedness represented by the Notes and the Subsidiary
Guarantees) remains outstanding, shared on a pari passu basis
among (i) the holders of the January 2017 Notes, (ii) the holders
of the March 2017 Notes, (iii) the holders of the September 2017
Notes, (iv) the holders of the November 2017 Notes, (v) the
holders of the March 2019 Notes, (vi) the agent for and on behalf
of the finance parties under the SCB 2018 Facility, (vii) the
holders of the July 2019 Notes, (viii) the holders of the January
2020 Notes, (ix) the holders of the August 2020 Notes, (x) the
holders of the November 2020 Notes, (xi) the agent for and on
behalf of the finance parties under the SCB 2020 Facility, (xii) the
holders of the May 2021 Notes, (collectively “Existing Pari Passu
Secured Indebtedness™), (xiii) agents or holders of other permitted
pari passu secured indebtedness as permitted under such Existing
Pari Passu Secured Indebtedness and (xiv) any other creditors
with respect to future Permitted Pari Passu Secured
Indebtedness); and

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

Each of the Subsidiary Guarantors will, jointly and severally,
guarantee the due and punctual payment of the principal of,
premium, if any, and interest on, and all other amounts payable
under, the Notes. The initial Subsidiary Guarantors will consist of all
of the Restricted Subsidiaries other than (i) those Restricted
Subsidiaries organized under the laws of the PRC and (ii) the Initial
Other Non-Guarantor Subsidiaries listed under “Description of the
Notes—The Subsidiary Guarantees.” See “Risk Factors—Risks
Relating to the Subsidiary Guarantees, the JV Subsidiary Guarantees
and the Collateral—Our initial Subsidiary Guarantors do not currently
have significant operations and certain Subsidiary Guarantees may in
some cases be replaced by limited-recourse guarantees.”




Ranking of Subsidiary
Guarantees

JV Subsidiary
Guarantees

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

A Subsidiary Guarantee may be released or replaced in certain
circumstances. See “Description of the Notes—The Subsidiary
Guarantees—Release of the Subsidiary Guarantees and 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 (other than the Collateral);

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

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

The JV Subsidiary Guarantee of each JV Subsidiary Guarantor:
° will be a general obligation of such JV Subsidiary Guarantor;
e  will be enforceable only up to the JV Entitlement Amount;

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

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




Security to be Granted . .

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

No JV Subsidiary Guarantee exists as of the Original Issue Date.

The Company has pledged, for the benefit of the holders of the Notes,
or caused the initial Subsidiary Guarantor Pledgors to pledge, as the
case may be, the capital stock of each initial Subsidiary Guarantor
other than Market Network Limited (collectively, the “Collateral”) in
order to secure the obligations of the Company under the Notes and
each Subsidiary Guarantor Pledgor under its Subsidiary Guarantee.

The Collateral securing the Notes and the Subsidiary Guarantees may
be released or reduced in the event of certain asset sales and certain
other circumstances. In addition, the Collateral will be shared on a pari
passu basis by the holders of the Notes and the holders of other secured
indebtedness including the agent for and on behalf of the finance
parties, the agents or holders of the Existing Pari Passu Secured
Indebtedness and agents or holders of other permitted pari passu
secured indebtedness as permitted under such Existing Pari Passu
Secured Indebtedness and any other creditors with respect to future
Permitted Pari Passu Secured Indebtedness. See “Description of the
Notes—Security.”

Notwithstanding anything in the foregoing, the Company shall be
entitled to release the security over the Collateral if all Indebtedness
secured by the Collateral has been repaid or such Collateral has been
released, concurrently with or prior to the release of all security over
the Collateral securing such Indebtedness (in each case other than the
Indebtedness represented by the Notes and the Subsidiary Guarantees).
After such release, subject to “Description of the Notes—Certain
Covenants—Limitation on Liens,” the Company shall not be obligated
to pledge, or cause any Subsidiary Guarantor to pledge, as the case may
be, the capital stock of any Subsidiary Guarantor or any JV Subsidiary
Guarantor to secure the Notes or the relevant Subsidiary Guarantees.




Intercreditor Agreement .

Use of Proceeds . ... ...

Optional Redemption of

the Notes

The Company, the initial Subsidiary Guarantor Pledgors, and the
Shared Security Agent, among others, have entered into an
intercreditor agreement dated August 18, 2010 (as so amended and
supplemented from time to time, the “Intercreditor Agreement”), to
which, the trustee with respect to the January 2017 Notes acceded on
January 11, 2017, the trustee with respect to the March 2017 Notes
acceded on March 2017, the trustee with respect to the September 2017
Notes acceded on September 21, 2017, the trustee with respect to the
November 2017 Notes acceded on November 7, 2017 and SCB as agent
for and on behalf of the finance parties under the SCB 2018 Facility
acceded on June 5, 2018, the trustee with respect to the March 2019
Notes acceded on March 1, 2019, the trustee with respect to the July
2019 Notes acceded on July 29, 2019, the trustee with respect to the
January 2020 Notes acceded on January 13, 2020, the trustee with
respect to the November 2020 Notes acceded on November 13, 2020,
SCB as agent for and on behalf of the finance parties under the SCB
2020 Facility acceded on December 23, 2020, the trustee with respect to
the May 2021 Notes acceded on May 14, 2021 and any agents or
holders of other permitted pari passu secured indebtedness as permitted
under the Existing Pari Passu Secured Indebtedness who become
parties to the Intercreditor Agreement. The Trustee acceded to the
Intercreditor Agreement on the Original Issue Date, pursuant to which
it has agreed to (1) share the Collateral on an equal and ratable basis
with the other secured parties, (2) the conditions that are applicable to
the release of or granting of any Lien on such Collateral, and (3) the
conditions under which its rights with respect to such Collateral and
the Indebtedness secured thereby will be enforced.

The Company intends to use the net proceeds to refinance the
Company’s existing medium to long term offshore indebtedness that
are due within one year.

At any time and from time to time on or after August 10, 2023, the
Issuer may at its option redeem the Notes, in whole or in part, at a
redemption price equal to the percentage of principal amount set forth
below plus accrued and unpaid interest, if any, to (but not including)
the redemption date if redeemed during the twelve month period
beginning on August 10 of each of the years indicated below:

Period Redemption Price
2023 102.975%
2024 101.4875%

At any time prior to August 10, 2023, the Company may at its option
redeem the Notes, in whole but not in part, at a redemption price equal
to 100% of the principal amount of the Notes redeemed plus the
Applicable Premium as of, and accrued and unpaid interest, if any, to
(but not including) the redemption date, as set forth in “Description of
the Notes—Optional Redemption.”
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Repurchase of Notes
Upon a Change of
Control Triggering
Event.............

Redemption for Taxation
Reason............

At any time and from time to time prior to August 10, 2023, the
Company may at its option redeem up to 35% of the aggregate
principal amount of the Notes with the net cash proceeds of one or
more sales of common stock of the Company in an equity offering at a
redemption price of 105.95% of the principal amount of the Notes, plus
accrued and unpaid interest, if any, to (but not including) the
redemption date.

At any time on or after the date when no more than 10% of the
aggregate principal amount of the Notes originally issued on the
Original Issue Date remains outstanding, the Company may at its
option redeem the Notes, in whole but not in part, at a redemption
price equal to 100% of the principal amount of the Notes plus accrued
and unpaid interest, if any, to (but not including) the redemption date.

The Company will give not less than 15 days’ nor more than 60 days’
notice of any redemption.

The Company may, with the consent of Holders of not less than 75% in
aggregate principal amount of the outstanding Notes, amend the
redemption date or the redemption price of the Notes from that stated
under “Description of the Notes—Optional Redemption.”

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

Subject to certain exceptions and as more fully described herein, the
Company may redeem the Notes, in whole but not in part, at a
redemption price equal to 100% of the principal amount thereof,
together with accrued and unpaid interest, if any, to the date fixed by
the Company for redemption, if the Company or a Subsidiary
Guarantor would become obliged to pay certain additional amounts
as a result of certain changes in specified tax laws. See “Description of
the Notes—Redemption for Taxation Reasons.”
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Covenants . . ......... The Notes, the Indenture governing the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees will limit the
Company’s ability and the ability of its Restricted Subsidiaries to,
among other things:

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

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

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

° guarantee indebtedness of Restricted Subsidiaries;

° sell assets;

° create liens;

° enter into sale and leaseback transactions;

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

° enter into transactions with shareholders or affiliates; and
° 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 New Notes, the Subsidiary Guarantees and the JV Subsidiary
Guarantees (if any) have not been and will not be registered under the
Securities Act or under any state securities laws of the United States
and will be subject to customary restrictions on transfer and resale. See
“Transfer Restrictions.”

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

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

Trustee and Shared
Security Agent. . ... ..

Registrar, Paying Agent
and Transfer Agent . . .

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

Ratings . . ...........

Governing Law .. ... ..

Risk Factors . ........

Security Codes . . . ... ..

The Company expects to make delivery of the New Notes, against
payment in same-day funds on or about September 10, 2021 which the
Company expects will 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 New Notes may be affected by the T+4
settlement. See “Plan of Distribution.”

Citicorp International Limited.

Citibank, N.A., London Branch.

The Original Notes are listed on the Hong Kong Stock Exchange.
Application will be made to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the New Notes by way of debt
issues to Professional Investors only as described in this offering
memorandum.

The Original Notes are rated BB- by Fitch Ratings and we do not
expect the ratings will change as a result of the issuance of the New
Notes. We cannot assure investors that these ratings will not be
adversely revised or withdrawn either before or after delivery of the
New Notes.

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

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

ISIN Common Code
XS2214229887 221422988
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables present our summary financial and other data. The summary consolidated
statement of profit or loss for the years ended December 31, 2018, 2019 and 2020 and the summary
consolidated statement of financial position data as of December 31, 2018, 2019 and 2020 set forth
below (except for EBITDA data) have been derived from our consolidated financial statements for
such years and as of such dates, as audited by Ernst & Young, independent certified public
accountants, and included elsewhere in this offering memorandum. The summary financial data as of
and for the six months ended June 30, 2020 and 2021 (except for EBITDA data) are derived from our
unaudited condensed consolidated interim financial information for the six months ended and as of
June 30, 2021. Consequently such unaudited condensed consolidated interim financial information
should not be relied upon by investors to provide the same quality of information associated with
information that has been subject to an audit and should not be taken as an indication of the
expected financial condition, results of operations and results of the Company for the full financial
year ended December 31, 2021. Historical results are not necessarily indicative of results that may be
achieved in any future period. Our financial statements have been prepared and presented in
accordance with HKFRS, which differ in certain respects from generally accepted accounting
principles in other jurisdictions. The summary financial data below should be read in conjunction
with the section entitled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and our consolidated financial statements and the notes to those statements
included elsewhere in this offering memorandum.

Summary Consolidated Statement of Profit or Loss and Other Financial Data™
For the year ended December 31, For the six months ended June 30,
2018 2019 2020 2020 2021
RMB RMB RMB US$ RMB RMB US$

(unaudited)  (unaudited) (unaudited) (unaudited)
(in thousands, except percentages)
CONTINUING OPERATIONS

Revenue . . ................ 7,477,471 24,956,261 29,742,063 4,606,459 12,936,028 12,973,848 2,009,393
Costofsales. .............. (5,026,202) (17,090,481) (20,383,239)  (3,156,962)  (8,757,762)  (9,074,104)  (1,405,400)
Gross profit. . . .. ........... 2,451,269 7,865,780 9,358,824 1,449,497 4,178,266 3,899,744 603,993
Other income and gains, net . . . . 2,703,427 2,858,916 1,628,096 252,160 1,219,163 885,433 137,136
Selling and marketing expenses . . (532,080)  (1,007,351) (1,222,410) (189,327) (418,806) (782,853) (121,249)
Administrative expenses . . .. ... (1,313,835)  (1,726,064)  (1,560,784) (241,735) (715,725) (888,236) (137,570)
Other operating expenses, net . . . (1,727) (4,456) (2,981) (462) (664) — —
Fair value gains on investment

properties, net. . .. ........ 1,714,657 3,716,461 415,157 64,300 352,174 (60,118) 9,311)
Finance costs . ............. (1,070,059)  (1,531,336)  (1,034,243) (160,184) (546,299) (762,747) (118,134)
Share of profits and losses of:

Associates. . . ............ (279) 513,706 354,669 54,931 65,505 278,032 43,062

Joint ventures . . .. ........ 1,439,857 2,933,397 2,126,580 329,365 1,064,074 1,224,034 189,579
Profit before tax from continuing

operations. . . ............ 5,391,230 13,619,053 10,062,908 1,558,546 5,197,688 3,793,289 587,506
Income tax expenses. . ........ (1,236,396)  (3,562,969)  (3,397,779) (526,249)  (1,662,050) (939,840) (145,563)
Profit for the year/period from

continuing operations. . . . . ... 4,154,834 10,056,084 6,065,129 1,032,297 3,535,638 2,853,449 441,943

DISCONTINUED OPERATION
Profit for the year/period from a

discontinued operation . . . . . . — — 236,180 36,580 124,477 — —
Profit for the year/period. . . . . . . 4,154,834 10,056,084 6,901,309 1,068,877 3,660,115 2,853,449 441,943
OTHER FINANCIAL DATA
EBITDA® ... ... ... ....... 4,771,986 10,982,106 12,648,543 1,959,010 5,734,359 5,134,765 795,274
EBITDA margin®. . ... ... ... 63.8% 44.0% 42.5% 42.5% 44.3% 39.6% 39.6%
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Notes:

M

)

3

On October 30, 2020, in connection with the listing of KWG Living Group Holdings Limited (“KWG Living”), all the
issued share capital of KWG Living held by us was distributed to our shareholders. Since then, we did not retain any
interest in the issued share capital of KWG Living and KWG Living became a fellow subsidiary of us. The operating
results of KWG Living and its subsidiaries (collectively KWG Living Group) before the spin-off of KWG Living have
been presented as a discontinued operation (the “Discontinued Operation™) in the consolidated statement of profit or
loss for the year ended December 31, 2020 since it represented a separate major line of business. Therefore, the accounts
of the consolidated statement of profit or loss of our Group for the year ended December 31, 2020 represented our
results from the continuing operations and the Discontinued Operation, respectively. The comparative consolidated
statements of profit or loss for the years ended December 31, 2018 and 2019 represented our results from the then
continuing operations, which were not restated and not comparative with our results for the year ended December 31,
2020.

EBITDA for any period consists of profit before tax less fair value gains on investment properties, net, other income
and gains, net, and share of profits and losses of associates plus finance costs, capitalized interest included in cost of
sales, taxes, depreciation and amortization expenses. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Non-GAAP Financial Measures.” 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. EBITDA does not account for taxes, interest expense or other non-
operating cash expenses. In evaluating EBITDA, we believe that investors should consider, among other things, the
components of EBITDA such as sales and operating expenses and the amount by which EBITDA exceeds capital
expenditures and other charges. We have included EBITDA because we believe it is a useful supplement to cash flow
data as a measure of our performance and our ability to generate cash flow from operations to cover debt service and
taxes. EBITDA presented herein may not be comparable to similarly titled measures presented by other companies.
Investors should not compare our EBITDA to EBITDA presented by other companies because not all companies use
the same definition. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Non-GAAP Financial Measures” for a reconciliation of our profit for the year under HKFRS to our definition of
EBITDA. Investors should also note that EBITDA as presented herein may be calculated differently from Consolidated
EBITDA as defined and used in the Indenture governing the Notes. See “Description of the Notes—Definitions” for a
description of the manner in which Consolidated EBITDA is defined for purposes of the Indenture governing the Notes.

EBITDA margin is calculated by dividing EBITDA by revenue.
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Summary Consolidated Statement of Financial Position Data

NON-CURRENT ASSETS

Property, plant and equipment. . ..........
Investment properties . .. ...............
Land use rights . . .. ..................
Interests in associates. .. ...............
Interests in joint ventures . . .............
Deferred tax assets. .. .................
Other non-current assets . . . .............
Total non-current assets . .. .............

CURRENT ASSETS

Properties under development .. ..........
Completed properties held for sale . .. ......
Trade receivables. . . ....... ... ... ...
Prepayments, deposits and other receivables. . . .
Due from a joint venture . ..............
Taxes recoverable. . . . .............. ...
Restricted cash . . ......... ... ... ... ...
Cash and cash equivalents. . .. ...........
Total current assets . . .. ...............

CURRENT LIABILITIES

Trade and bills payables . . .. ............

(1)

Lease liabilities*. . .. ............ ... ..
Other payables and accruals .. ...........
Due to an associate . ... ...............
Due to joint ventures . .. ...............
Interest-bearing bank and other borrowings . . . .
Taxes payable . . ... ... ... ... .. .. ...
Total current liabilities . . . . . ............
NET CURRENT ASSETS. ... ...........

TOTAL ASSETS LESS CURRENT

LIABILITIES . . ... ............. ...

NON-CURRENT LIABILITIES

Lease liabilities™. . . ... ... ... ... .. ...
Interest-bearing bank and other borrowings . . . .
Deferred tax liabilities . .. ..............
Deferred revenue . . .. .................
Total non-current liabilities. . . . ... .......
Net assets. . oo oo

As of December 31,

As of June 30,

2018 2019 2020 2021

RMB RMB RMB US$ RMB US$

(unaudited)  (unaudited) (unaudited)
(in thousands)

5,351,448 6,411,151 7,780,054 1,204,977 8,467,731 1,311,485
17,490,590 27,263,329 29,320,849 4,541,221 28,118,830 4,355,052
1,109,471 1,152,384 2,651,855 410,720 2,651,489 410,663
3,452,270 4,670,441 5,338,823 826,878 9,834,368 1,523,150
34,715,581 42,996,460 46,872,043 7,259,555 45,408,015 7,032,806
1,642,044 1,872,238 2,432,853 376,801 2,796,471 433,118
— 211,928 — — — —
63,761,404 84,577,931 94,396,477 14,620,152 97,276,904 15,066,274
47,302,324 51,760,690 65,613,320 10,162,209 64,251,670 9,951,316
8,919,658 10,928,887 15,000,367 2,323,261 16,382,515 2,537,328
957,665 2,166,759 1,914,579 296,531 2,374,987 367,839
6,406,463 7,401,565 9,814,732 1,520,108 14,469,052 2,240,971
30,069 30,062 30,004 4,647 30,004 4,647
482,606 722,780 848,419 131,403 1,036,462 160,528
4,099,329 5,356,141 3,944,716 610,959 4,685,050 725,622
52,577,643 51,377,864 40,635,765 6,293,679 42,614,904 6,600,208
120,775,757 129,744,748 137,801,902 21,342,797 145,844,644 22,588,459
4,077,063 9,072,301 13,165,515 2,039,079 12,750,869 1,974,858
— 230,445 209,341 32,423 212,756 32,952
22,517,471 27,627,042 31,746,296 4916,875 35,205,391 5,452,621
592,204 1,345,495 3,244,654 502,533 3,415,479 528,990
39,294,914 37,742,306 35,207,964 5,453,019 32,020,690 4,959,373
17,363,932 23,728,043 25,255,339 3,911,554 23,500,812 3,639,812
6,851,772 9,926,137 12,284,787 1,902,671 12,705,129 1,967,774
90,697,356 109,671,769 121,113,896 18,758,154 119,811,126 18,556,380
30,078,401 20,072,979 16,688,006 2,584,643 26,033,518 4,032,078
93,839,805 104,650,910 111,084,483 17,204,795 123,310,422 19,098,352
— 1,895,326 1,567,291 242,742 1,308,261 202,624
60,418,315 61,849,507 52,605,276 8,147,520 57,292,845 8,873,532
1,647,439 2,661,444 2,993,183 463,585 2,789,469 432,034
2,042 2,042 2,042 316 2,042 316
62,067,796 66,408,319 57,167,792 8,854,163 61,392,617 9,508,506
31,772,009 38,242,591 53,916,691 8,350,632 61,917,805 9,589,847
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As of December 31,

As of June 30,

2018 2019 2020 2021
RMB RMB RMB USS RMB USS
(unaudited)  (unaudited) (unaudited)
(in thousands)
EQUITY
Equity attributable to owners of the Company
Issued capital .. ..... ... . ... ... .. ... 303,909 304,148 304,474 47,157 304,475 47,157
Treasury shares . . .. ................... (125) (176) (1,723) (267) (7) (1)
Reserves. . ... 28,474,780 35,490,786 43,232,126 6,095,804 44,454,667 6,885,151
28,778,564 35,794,758 43,534,877 6,742,694 44,759,135 6,932,307
Non-controlling interests. . . ... ........... 2,993,445 2,447,833 10,381,814 1,607,938 17,158,670 2,657,540
Total equity . ... ... ... .. 31,772,009 38,242,591 53,916,691 8,350,632 61,917,805 9,589,847

Notes:

(1

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 recognize 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. Lease liabilities are recognized 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 face. Additional risks and
uncertainties that we are not aware of or that we currently believe are immaterial may also
adversely affect our business, financial condition or results of operations. If any of the possible events
described below occur, our business, financial condition or results of operations could be materially and
adversely affected. In such case, we may not be able to satisfy our obligations under the Notes, and you
could lose all or part of your investment.

Risks Relating to Our Business

We are dependent on the performance of the PRC property market, particularly in the regions
where we have established operations

Our business and prospects depend on the performance of the property market in the PRC. As
of June 30, 2021, we had 177 projects at various stages of development located in 41 cities in
mainland China and Hong Kong, 74 of which were completed and 103 of which were under
development or held for future development. As of June 30, 2021, we had 14 completed projects and
22 projects under development or held for future development in Guangzhou. We cannot assure you
that the demand for new properties in Guangzhou and other regions and cities in China where we
operate or intend to expand will continue to grow or that prices will not deteriorate. In addition,
volatility in market conditions and fluctuations in property prices, as well as the demand for
properties have been affected and will continue to be affected by the economic, social, political and
other factors that are outside of our control and we cannot assure you that there will not be an over-
supply of properties or an economic downturn in the property sectors in Guangzhou and other cities
and regions of China. Any such over-supply or economic downturn may result in a slow down in
property sales or downward pressure on property prices regionally or nationwide. Any adverse
development in the property market in Guangzhou or other regions and cities in China where we
operate or may operate in the future could have a material and adverse effect on our business, results
of operations and financial condition.

Our business is subject to extensive governmental regulation and, in particular, we are susceptible
to policy changes in the PRC property sector

Our business is subject to extensive governmental regulation and the macroeconomic control
measures implemented by the PRC government from time to time. As with other PRC property
developers, we must comply with various requirements mandated by the PRC laws and regulations,
including the policies and procedures established by local authorities designated to implement such
laws and regulations. In particular, the PRC government exerts considerable direct and indirect
influence on the development of the PRC property sector by imposing industry policies and other
economic measures, such as control over the supply of land for property development, control of
foreign exchange, property financing, taxation and foreign investment. Through these policies and
measures, the PRC government may restrict or reduce land available for property development, raise
benchmark interest rates of commercial banks, place additional limitations on the ability of
commercial banks to make loans to property developers and property purchasers, impose additional
taxes and levies on property sales and restrict foreign investment in the PRC property sector. The
PRC government has also in recent years announced a series of other measures designed to stabilize
the growth of the PRC economy and to stabilize the growth of specific sectors, including the
property market, to a more sustainable level.
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Many of the property industry policies carried out by the PRC government are unprecedented
and are expected to be amended and revised over time. Other political, economic and social factors
may also lead to further adjustments and changes of such policies. We cannot assure you that the
PRC government will not adopt additional and more stringent industry policies, regulations and
measures in the future, nor can we assure you when or whether the existing policies will be eased or
reversed.

If we fail to adapt our operations to new policies, regulations and measures that may come into
effect from time to time with respect to the real property industry, or such policy changes disrupt our
business, reduce our sales or average selling prices, or cause us to incur additional costs, our business
prospects, results of operations and financial condition may be materially and adversely affected.

For more information on PRC governmental regulation, policies and measures, see
“Regulations.” You should also read the various risk factors under the section entitled “—Risks
Relating to the Real Estate Industry in China—The PRC government may adopt further measures to
slow down growth in the property sector” below for more information relating to these risks and
uncertainties relating to the extensive PRC regulations.

Our results of operations may vary significantly from period to period

Our results of operations may vary significantly from period to period, due to a number of
factors, including the timetables of our property development projects, the timing of the sale of
properties that we have developed, our revenue recognition policies and any volatility in expenses
such as raw material costs. The overall schedules of our property development and the number of
properties that we can develop or complete during any particular period are limited as a result of the
substantial capital required for the acquisition of land, demolition of existing structures,
resettlement of prior inhabitants and construction. The sale of properties we develop is subject to
general market or economic conditions in the areas where we conduct our business and the level of
acceptance of our properties by prospective customers. According to our accounting policy, we
recognize revenue upon the completion and delivery of properties to purchasers, which may take up
to two years after the commencement of pre-sales. Therefore, in periods in which we pre-sell a large
aggregate GFA, we may not generate a correspondingly high level of revenue if the properties pre-
sold are not delivered within the same period. In addition, our business depends on obtaining
adequate supplies of raw materials and is subject to fluctuation in the market prices of raw materials.
The prices that we pay for raw materials may increase due to increased industry demand, inflation,
higher fuel and transportation costs and other factors. We will continue to experience significant
fluctuations in revenue and profit from period to period in connection with our property
development business. We therefore believe that period-to-period comparisons of our operating
results may not be as meaningful as they would be for a company with more stable recurring revenue.

We maintain a significant amount of indebtedness, which may materially and adversely affect our
liquidity and our ability to service our indebtedness

We have maintained a significant amount of indebtedness to finance our operations. As of
December 31, 2018, 2019 and 2020 and June 30, 2021, our total bank loans was RMB29,783.0
million, RMB35,573.9 million and RMB31,642.4 million and RMB36,153.5 million (US$5,599.5
million), respectively. We also finance some of our property developments with senior notes and
domestic corporate bonds. See “Description of Material Indebtedness and Other Obligations.” Our
gearing ratio, calculated as net borrowings (total bank loans, senior notes and domestic corporate
bonds, as applicable, net of cash and cash equivalents and restricted cash) divided by total equity,
was 66.4%, 75.4%, 61.7% and 54.1%, respectively, as of December 31, 2018, 2019 and 2020 and
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June 30, 2021, respectively. Of our total outstanding bank loans of RMB36,153.5 million
(US$5,599.5 million) as of June 30, 2021, RMBS,283.6 million (US$1,283.0 million) will be
repayable within 12 months and RMB27,869.9 million (US$4,316.5 million) was repayable in more
than one year.

Our cash flow and results of operations of our operating subsidiaries will affect our liquidity
and our ability to service our indebtedness, including our various senior notes, loan facilities and
domestic corporate bonds. We cannot assure you that we will be able to continue to generate and
maintain sufficient cash flow to service our indebtedness. If we are unable to make scheduled
payments in connection with our debts and other fixed payment obligations as they become due, we
may need to refinance such obligations or obtain additional financing. Furthermore, some of our
debt and some of our bank loans contain cross-default provisions under which default in one such
debt agreement could trigger a default under our other debt agreements or one or more of the other
bank loans as well. We cannot assure you that we will be able to successfully refinance our existing
indebtedness or that we will be able to secure additional financing on acceptable terms, on a timely
basis, or at all. If we fail to maintain sufficient cash flow to service our indebtedness or our
refinancing efforts are unsuccessful, our liquidity, business and financial condition will be materially
and adversely affected.

In addition to bank loans, we rely on proceeds from the pre-sale of our properties as a major
source of funding for our property development activities. If our pre-sales are limited or reduced for
any reason, including policy or regulatory changes, a reduction in demand for or in the prices of our
properties, or delays in our property development schedule, we could experience cash flow shortfalls
and difficulties in funding our property development activities and servicing our indebtedness.

We may not always be able to obtain land reserves that are suitable for development

We derive our revenue principally from the sale of properties that we have developed.
Therefore, we must maintain or increase our land reserves in strategic locations at an appropriate
pace in order to ensure sustainable business growth. Based on our current rate of property
development, we believe we have sufficient land reserves for development for the next several years.
To have a steady stream of developed properties available for sale and support sustainable growth,
we need to replenish and increase our land reserves with additional land suitable for development.

Our ability to identify and acquire suitable development sites is subject to a number of factors,
some of which are beyond our control. The supply of substantially all of the land in China is
controlled by the PRC government. The land supply policies adopted by the PRC government
directly impact our ability to acquire land use rights for development and our costs of such
acquisitions. In recent years, the PRC central and local governments have implemented various
measures to regulate the means by which property developers may obtain land. The PRC
government also controls land supply through zoning, land usage regulations and other means. All
these measures further intensify the competition for land in China among property developers. In
2002, the PRC government introduced a nationwide system of mandatory public tender, auction or
listing-for-sale for the grant of land use rights for commercial use, tourism, entertainment and
commodity property development. In 2007, the PRC Ministry of Land and Resources (“Ministry of
Land and Resources”) issued revised rules, which further stipulate legal and procedural requirements
on the means by which state-owned land use rights can be granted by the PRC government for
industrial purposes, commercial purposes, tourism, entertainment and commodity property
development, and require that the land premium must be paid in full to the local land
administration bureau pursuant to the underlying land grant contract before the land use rights
certificate can be issued to the land user. On May 13, 2011, the Ministry of Land and Resources
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issued opinions which provide that, factors which affect the development and utilization of land,
such as land price and the time of payment, development and construction period, requirement of
construction, the degree of economical and intensive use of land, performance of previous grant
contracts and other factors shall be considered by the government when determining the land user.
In addition, the Ministry of Land and Resources and the PRC Ministry of Housing and Urban-
Rural Development (“MOHURD?”) (formerly the PRC Ministry of Construction) has issued various
notices and circulars relating to planning and construction conditions and land use standards. 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 s
T B K R b A3 R A BRRN S 455 A B TAE WA A1) dated April 1, 2017 which provides, among others,
that cities and counties that have more than one million inhabitants shall make three-year (2017—
2019) and five-year (2017-2021) plans for housing land supply, and make such plans public by the
end of June 2017. The circular further requires that local governments shall 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. In addition, the circular stipulates that local authorities
shall 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. The implementation of these regulations may increase land transfer prices and
require property developers to maintain a higher level of working capital.

More recently, on May 21, 2021, the Ministry of Finance (the “MOF”), the Ministry of Natural
Resources, the State Taxation Administration of the PRC (the “STA”) and the PBOC jointly issued
the “Notice on Relevant Issues to Allocate the Tax Administrations to Collect Four Non-tax
Governmental Revenues including State-owned Land Use Rights Grant Premiums, Mineral
Resources Special Revenues, Sea Area Use Premiums and Uninhabited Islands Use Premiums”
(BRI IR A b P o SRRSO ~ W U SISO~ Y R BRI ey {08 P < O T U
WA S R 5 0 1 A A A 18] RELAY 48 FT) undeer 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. For more details,
see “—Risks Relating to the Real Estate Industry in China—The PRC government may adopt
further measures to slow down growth in the property sector.” The PRC government’s policy to
grant state-owned land use rights at competitive market prices is likely to increase the acquisition
cost of land reserves generally in the PRC.

If we fail to acquire sufficient land reserves in a timely manner and at acceptable terms, or at
all, our business, prospects, results of operations and financial condition may be materially and
adversely affected.

We may not always be able to obtain land use rights certificates with respect to certain parcels of
land in connection with which we have entered into various contractual arrangements

We may not be able to obtain land use rights certificates with respect to certain parcels of land.
Under current PRC land grant policies, the relevant authorities will not issue the formal land use
rights certificate for a piece of land until the developer has paid the land premium in full, completed
the resettlement process and is in compliance with other land grant conditions, and the land use
rights for properties and lands will not be formally vested until corresponding land use rights
certificates have been issued. As of the date of this offering memorandum, there were several parcels
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of land related to Salar de Uyuni, Yunshang Retreat and Oriental Bund with respect to which we had
been issued or entered into land grant confirmation letters or land grant contracts but had not
obtained all the land use rights certificates. In addition, subsequent to June 30, 2021, we have
acquired or have been awarded, certain parcels of land for which we have not obtained the relevant
land use rights certificates and/or have not paid up the land premium. See “Recent Developments”
for further information.

We cannot assure you that we will enter into formal land grant contracts, or that the relevant
PRC government authorities will grant us the appropriate land use rights or issue the relevant land
use rights certificates in respect of these parcels of land or in respect of other land we may contract to
acquire in the future, in a timely manner, or at all. Nor can we assure you that our contractual
arrangements will eventually result in our acquisition of any land use rights. As these contractual
arrangements are subject to various government approvals that involve relatively complex
procedures, it is not uncommon to take years to complete the acquisition of the underlying land,
if at all. If we fail to obtain, or experience material delay in obtaining, the land use rights certificates
with respect to any parcels of land we have contracted or may contract to acquire in the future, our
business, results of operations and financial condition may be materially and adversely affected.
Furthermore, we cannot assure you that if the transactions as contemplated in the relevant
agreements cannot be completed, any refund of our prepayments will be provided in a timely
manner, or at all. If we fail to obtain refunds, our financial condition, cash flow and results of
operations may be materially and adversely affected.

Restrictions on the payment terms for land use rights and other restrictions under the land grant
contracts may have a material adverse affect on our cash flow position, financial condition and
business plans

Fiscal and other measures adopted by the PRC government from time to time may limit our
flexibility and ability to use bank loans to finance our property developments and therefore may
require us to maintain a relatively high level of internally raised cash. In November 2009, the PRC
government raised the minimum land premium down payment to 50%. In March 2010, this
requirement was further tightened. The PRC government set the minimum land premium at no less
than 70% of the benchmark price of the locality where the parcel of land is granted, and the bidding
deposit at not less than 20% of the minimum land premium. Additionally, a land grant contract
must be entered into within 10 working days after the land grant deal is closed, and the down
payment of 50% of the land premium is to be paid within one month of signing the land grant
contract, with the remainder to be paid in full within one year of the date of the land grant contract,
subject to limited exceptions. Such change of policy may constrain our cash otherwise available for
additional land acquisition and construction. We cannot assure you that we will have adequate
resources to fund land acquisitions (including any unpaid land premiums for past acquisitions), or
property developments.

In 2007, the Ministry of Land and Resources issued revised Rules Regarding the Grant of
State-owned Land Use Rights for Construction by Way of Tender, Auction and Listing-for-Sale ({{#
LA FEM T R A R i F R 2 )), which provides that property developers must fully pay
the land premium for the entire parcel under the land grant contract before they can receive a land
use rights certificate and commence development on the land. This regulation became effective on
November 1, 2007. As a result, property developers are not allowed to bid for a large piece of land,
make partial payment, and then apply for a land use rights certificate for the corresponding portion
of land in order to commence development, which had been the practice in many Chinese cities. The
implementation of such regulation requires property developers to maintain a higher level of
working capital, which may have a material adverse effect on our cash flow position, financial
condition and business plans.
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In addition, the land grant contracts or other land grant approvals issued by the local land
authorities may also impose other restrictions on property developers. For instance, with respect to
our property projects in certain cities such as Guangzhou, Chongqing and Nantong, we are required
under relevant land grant contracts to hold all or part of our properties developed for commercial
use for more than ten years and may not sell or transfer such property without prior approval from
the local land authorities. In addition, with respect to our property projects in certain cities such as
Beijing, Shanghai, Nanning and Xuzhou,we are required under relevant land grant contracts to build
some price-limited commodity houses (FREMif)7), talent apartments (A4 /AH) or settlement
buildings (% #J7). We are also required to obtain prior approval from the local land authority
before we can transfer the land use rights with respect to certain of our projects.

We may not have adequate financing to fund our land acquisitions and property projects

Property development is capital-intensive. We finance our property projects primarily through
a combination of internal funds, project loans from banks, capital contributions from shareholders,
proceeds from pre-sales and sales of our developed properties and other financing sources such as
our issuances of offshore senior notes and domestic corporate bonds. Our ability to procure
adequate and suitable financing for acquisitions of land or companies and property developments
depends on a number of factors that are beyond our control, including general economic conditions,
our financial strength and performance, credit availability from financial institutions, financing
costs and monetary policies in China.

The PRC government has in recent years implemented a number of measures to control money
supply and credit availability for fixed-asset investments, particularly with respect to the property
development sector. See “Regulations.”

On January 3, 2008, the State Council issued a Notice on Promoting the Economic Use of Land
AR A4 AP 3 A1)) with respect to the collection of additional land premium,
establishment of a land utilization priority planning scheme and the formulation of a system for
assessing the optimal use of land and other measures. The notice also urges financial institutions to
exercise caution when they review loan applications from property developers that have failed to
complete development of at least one-third of the land area or to invest at least 25% of the total
investment within one year of the construction date provided in the land grant contract.

In addition, People’s Bank of China (“PBOC”) has frequently adjusted the reserve requirement
ratio for commercial banks. The reserve requirement ratio currently ranges from 13.0% to 16.5%.
Such increases may negatively impact the amount of funds available to lend to business, including
us, by commercial banks in China. The PRC government could also introduce other initiatives that
may further limit our access to capital, and/or consequently reduce our flexibility and ability to use
bank loans or other forms of financing to finance our acquisitions and property developments. For
example, in April 2010 the PRC State Council (the “State Council”) issued the Notice on Resolutely
Curbing the Excessive Hike of Property Prices in Some Cities (<[5 B B i B Peis il 35 7 38 i1 55 (5 48
PR _ERIYZEAN)), which mandates that developers who hold idle land or speculate in land will not be
granted bank loans for the development of new property projects, and such restrictions were
reiterated by the Notice on Continuing to Improve the Regulation and Control of the Real Estate
Market (1755 B 223 8 BRI/ A8 A8 A LT T b e ol 355 128 AR 948 1) which was announced by the
General Office of the State Council on February 26, 2013. In September 2010, PBOC and the
China Banking and Insurance Regulatory Commission (“CBRC”) jointly issued a notice to prohibit
banks from lending to any property developer for its new projects or renewal of its existing loans if
such developer has a track record of maintaining idle land, changing the use and nature of land
without proper approval, delaying the construction, commencement or completion date, hoarding

23



properties or other non-compliance. On February 13, 2017, the Asset Management Association of
China (the “AMAC?”) issued the No. 4 Administrative Rules for the Filing of Private Equity and
Asset Management Plans Issued by Securities and Futures Institutions ({i5 753 & 48 & RS & 7
EIFIF M EE S 49%)) (“Rule 47), which temporarily suspends the AMAC from accepting
any private equity and asset management plan which makes a direct or indirect investment in any
ordinary residential property project located in specified cities where the property prices are
considered to have risen too fast, including Beijing, Shanghai and Guangzhou, and prevents private
equities and asset management plans from funding real estate development enterprises to pay land
premium or supply working capital through ways including, but not limited to entrusted loans, trust
plans or transfers of beneficial interests in assets. On May 11, 2018, the NDRC and the MOF
promulgated the Circular of the National Development and Reform Commission and the Ministry of
Finance on Improving Market Regulatory Regime and Taking Strict Precautions Against Foreign
Debt Risks and Local Debt Risks (B 588 JE 0 Z ~ BB B 58 5 T 55 49 SO il B i 7 o 4 M R
B R by R 75 JELBE 948 %)) which may further restrict our financing capacity through foreign debt.
In addition, according to the information published by NDRC on its website, proceeds raised from
an offshore debt offering shall be mainly used to repay the issuer’s existing debt. Such proceeds are
restricted to be used for the issuer’s onshore and offshore real estate projects financing, and are also
restricted to be used as working capital. On July 12, 2019, the NDRC published on its website A
Notice on Requirements for Foreign Debt Registration Application by Real Estate Enterprises (&7
5 b A SE ST AME F R A S OB R0 BB SR AT AN), which imposes more restrictions on real estate
enterprises incurring medium to long term foreign debt. The use of proceeds of foreign debt incurred
by a real estate developer is limited to refinancing medium to long term offshore debts of the real
estate developer which will become due within one year. 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.

These government actions and policy initiatives limit our ability to use bank loans and trust
financings to finance our acquisitions and property development projects. The PRC government,
moreover, could introduce other initiatives which may further limit our access to capital, and
consequently limit our ability to obtain bank loans, the net proceeds from this offering or other
forms of financing. If we fail to secure adequate financing or renew our existing credit facilities prior
to their expiration, or if the PRC government adopts further restrictive credit policies in the future,
our business, results of operations and financial condition may be materially and adversely affected.

Our land appreciation tax (“LAT”) provisions and prepayments may not be sufficient to meet our
LAT obligations

In accordance with the provisions of the Provisional Regulations of the People’s Republic of
China on Land Appreciation Tax ((h#EANRILFIE T b EBETHBI)) and the related
implementation rules, all entities and individuals that receive income from the sale or transfer of
land use rights, buildings and ancillary facilities are subject to LAT at progressive rates ranging from
30% to 60% of the appreciated value of such properties. The PRC government issues rules and
regulations in respect of LAT, including rules and regulations relating to assessable rates, the
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deductibility of certain expenses and the collection and settlement of LAT. In addition, the PRC
government has determined that provincial and local tax bureaus may formulate their own
implementing rules and determine how LAT will be settled in their jurisdiction. For more details, see
“Regulations—Taxation in China—Land Appreciation Tax.” There is an exemption for the sale of
ordinary residential properties if the appreciated value does not exceed 20% of the total deductible
expense items allowed under the relevant LAT regulations. This exemption is not available for sales
of luxury residential properties, villas and commercial properties. The ordinary residential portion of
our mixed residential and commercial developments will not be eligible for the exemption available
to ordinary residential properties if we fail to account for the added value separately or fail to
accurately account for the added value on the ordinary residential portion and other types of
properties.

We make LAT prepayments and provisions in respect of our property development activities.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Critical Accounting Policies—LAT” in this offering memorandum. We cannot assure you that the
relevant tax authorities will agree with our calculation of LAT liabilities nor can we assure you that
the LAT provisions will be sufficient to cover our LAT obligations in respect of our past LAT
liabilities. If the relevant tax authorities, in particular, the local tax bureau of Guangzhou and other
cities and regions where we operate our business, determine that our LAT liabilities exceed our LAT
prepayments and provisions, and seek to collect that excess amount immediately, our cash flow,
results of operations and financial condition may be materially and adversely affected.

We have historically experienced negative net operating cash flow

We have historically relied on cash flow provided by bank borrowings, proceeds from debt
securities offering on the PRC and offshore capital markets and the dividends from our subsidiaries.
In 2018 and 2019, we had a net operating cash outflow of RMB2,271.7 million and RMB4,275.6
million, respectively. Our negative operating cash flow was largely attributable to the fact that a
number of the projects had yet to yield significant cash flow while we incurred significant land
acquisition and construction costs. Although we believe that our operating cash flow will improve,
particularly due to the completion of some of the our projects that are expected to generate cash
inflow after sales begin, there can be no assurance that our historical negative operating cash flow
will not continue in the near future. Consequently, we will continue to rely on external financing to
satisfy our working capital and capital expenditure, thus increasing our financial vulnerability,
which could adversely affect our financial condition and results of operations.

The global economic slowdown, crisis in global financial markets and volatility of property prices
have negatively affected, and may continue to negatively affect, our results of operations, business
and our ability to obtain necessary financing for our operations

The global economic slowdown, crisis in global financial markets, including the economic
turmoil in Europe, and volatility of property prices beginning in the second half of 2008 have had a
negative impact on the PRC economy, which in turn has affected the PRC property market. For
example:

) slow economic growth and tightened credit have resulted in lower demand for residential
and commercial properties and declining property prices, which in turn have affected our

turnover and profit margin;

° weak economic conditions have also affected the ability and speed of property developers
in commencing new development projects or expanding existing projects; and
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° the tightening of credit has negatively affected the ability of property developers and
potential property purchasers to obtain financing.

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 high, and recovery in the housing market remains subdued. In addition,
in 2011, the United States received a credit rating downgrade for long-term United States debt for
the first time in 70 years, heightening market volatility in major stock markets. In Asia and other
emerging markets, some countries are expecting increasing inflationary pressure as a consequence of
liberal monetary policy or excessive foreign fund inflow, or both. In the Middle East, political unrest
in various countries has resulted in economic instability and uncertainty. China’s economic growth
may slow down due to weakened exports. On June 23, 2016, the United Kingdom held a remain-or-
leave referendum on its membership within the European Union, the result of which favored the exit
of the United Kingdom from the European Union (“Brexit”). The United Kingdom ceased to be a
member of the European Union (the “EU”) on January 31, 2020 (“Brexit”). During the period from
that date to December 31, 2020, certain transitional arrangements were in effect, such that the UK
continued to be treated, in most respects, as if it were still a member of the EU, and generally
remained subject to EU law. On December 24, 2020, the EU and the UK reached an agreement in
principle on the terms of certain agreements and declarations governing the ongoing relationship
between the EU and the UK, including the EU-UK Trade and Cooperation Agreement (the “TCA”).
On December 29, 2020, the Council of the European Union adopted a decision authorizing the
signature of the TCA and its provisional application in the EU for a limited period (the “Provisional
Period”), pending ratification of the TCA by the European Parliament. The TCA was subsequently
signed on behalf of the EU on December 30, 2020; and the Provisional Period commenced on
January 1, 2021, and is expected to end no later than April 30, 2021. Legislation to implement the
TCA in the UK came into effect beginning on December 31, 2020. However, the TCA is limited in its
scope to primarily the trade of goods, transport, energy links and fishing, and uncertainties remain
relating to certain aspects of the UK’s future economic, trading and legal relationships with the EU
and with other countries. In addition, it is possible that the TCA may not be ratified by the
European Parliament prior to the end of the Provisional Period, or at all, which would lead to
further uncertainty as to the nature and terms of any subsequent relationships between the EU and
the UK, and disruption may arise as a result. The actual or potential consequences of Brexit, and the
associated uncertainty, could adversely affect economic and market conditions in the UK, in the EU
and its member states and elsewhere, and could contribute to instability in global financial markets.
The effect of such potential events on us or the Notes is impossible to predict; but they could
significantly impact volatility, liquidity and/or the market value of securities, including the Notes,
and could have a material adverse effect on our ability to make payments on the Notes.

China’s economic growth may also slow down due to weakened exports as a result of tariffs and
trade tensions caused by the U.S.-China trade war. In 2018 and 2019, the U.S. government, under
the administration of President Donald J. Trump, imposed several rounds of tariffs on cumulatively
US$550 billion worth of Chinese products. In retaliation, the 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
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Agreement will be abided by both governments and successfully reduce trade tensions. If either
government violates the Phase I Agreement, it is likely that enforcement actions will be taken and
trade tensions will escalate. Furthermore, additional concessions are needed to reach a
comprehensive resolution of the trade war. The roadmap to the comprehensive resolution remains
unclear, and the lasting impact the trade war may have on China’s economy and the real industry
remains uncertain.

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

We may be adversely affected by the performance of third-party contractors

We engage third-party contractors to provide various services, including piling and foundation,
construction, facilities installation, interior decoration and electromechanical installation. We
generally select independent contractors through an open tender process. We cannot assure you that
the services rendered by any of these independent contractors or subcontractors will always be
satisfactory or meet our quality and safety standards. If the performance of any independent
contractor is not satisfactory, we may need to replace such contractor or take other actions to
remedy the situation, which could adversely affect the cost and construction progress of our projects.
Further, the completion of our property developments may be delayed, and we may incur additional
costs due to a contractor’s financial or other difficulties. In addition, we are expanding our business
into other regions in China, and there may be a shortage of contractors that meet our quality
requirements in such markets. Moreover, contractors may undertake projects for other developers,
engage in risky or unsound practices or encounter financial or other difficulties, which may affect
their ability to complete their work for us on time or within budget. Any of these factors could have
a material adverse effect on our business, financial condition and results of operations.

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

As the result of economic growth and the boom in the property industry in the PRC, wages for
construction workers and the prices of construction materials have experienced substantial increases
in recent years. In addition, the PRC Labor Contract Law ((h#E A RILFIE 458 5 FL)), which
was promulgated on June 29, 2007 and revised on December 28, 2012 with effect from July 1, 2013,
and its implementing rules enhanced the protection for employees and increased employers’ liability
which may further increase our labor costs. Under the terms of most of our construction contracts,
the construction contractors are responsible for the wages of construction workers and procuring
construction materials for our property development and bear the risk of fluctuations in wages and
construction material prices during the term of the relevant contract. However, we are exposed to the
price volatility of labor and construction materials to the extent that we periodically enter into new
or renew existing construction contracts at different terms during the life of a project, which may
span over several years, or when we choose to hire construction workers directly or purchase
construction materials directly from suppliers. Furthermore, we typically pre-sell our properties
prior to their completion and we will be unable to pass the increased costs on to purchasers of our
properties if the construction costs increase subsequent to the time of such pre-sale. If we are unable
to pass on any increase in the cost of labor or construction materials to either our construction
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contractors or to the purchasers of our properties, our results of operations may be negatively
affected. In addition, increased cost of the properties as a result of the increase in the cost of labor or
construction materials may reduce our revenue since purchasers may be less willing to purchase our
properties.

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

We have developed and are planning to develop certain projects jointly with other entities
through joint ventures or cooperation agreements. Our joint venture partners or project
development partners may:

) have economic or business interests or goals that are inconsistent with ours;

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

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

° have financial difficulties.

Additionally, a disagreement with any of our joint venture partners, project development
partners or planned partners in connection with the negotiation and finalization of our joint venture
agreement, the scope or performance of our respective obligations under the project or joint venture
or cooperation arrangement could affect our ability to develop or operate a property. Our joint
venture partners or project development partners may be unable or unwilling to perform their
obligations under the relevant agreements, including their obligation to make required capital
contributions and shareholder loans, whether as a result of financial difficulties or otherwise. A
serious dispute with our joint venture partners or project development partners, the early
termination of our joint venture or cooperation arrangements or the failure of planned joint
venture agreements to materialize could adversely affect our business, financial condition and results
of operations.

Should a situation arise in which we cannot complete a project being jointly developed with our
joint venture partners or property development partners, due to one of the above reasons or for any
other reason, the rights and obligations of each party with respect to the uncompleted project will be
determined by the relevant joint venture or cooperation agreements. If such agreements are silent or
inconclusive with regard to such rights and obligations, the resolution of any dispute may require
arbitration or, failing that, litigation, which could have an adverse effect on our business, results of
operations and financial condition. See “—Risks Relating to Our Business—We may be involved
from time to time in disputes, administrative, legal and other proceedings arising out of our
operations and may face significant liabilities or damage to our reputation as a result.”

In the event that we encounter any of the foregoing problems with respect to our joint venture

partners or project development partners, our business, financial condition and results of operations
may be materially and adversely affected.
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Our results of operations may be affected by the performance and reputation of, and any adverse
developments relating to, the hotel management partners that manage our hotels and serviced
apartments

We have entered into management agreements with Starwood Hotels Group, an internationally
renowned hotel management group. Pursuant to these agreements, Starwood Hotels Group is
providing hotel and serviced apartment operation and management services to the W Hotel in
Guangzhou and Four Points by Sheraton Guangzhou, Dongpu. We have also engaged and intend to
engage other international hotel management companies to manage our hotel developments,
including Hyatt and Marriott. See “Business—Hotel Management.” Therefore, our results of
operations may be affected by the performance of these hotel management partners, as well as any
adverse publicity or other adverse developments that may affect these companies or their brands
generally. For example, under the terms of the management agreements with the Starwood Hotels
Group, the Starwood Hotels Group will control the daily operations of our hotels and serviced
apartments. Although we intend to monitor our hotel management partners’ performance and
although we participate in making operating and financial management decisions, we typically do
not have the direct authority to require any hotel or serviced apartment to be operated in a particular
manner or to influence any particular aspect of the daily operations of any hotel or serviced
apartment (for instance, setting room rates or managing personnel). Thus, even if we believe our
hotels and serviced apartments are being operated inefficiently or in a manner that does not result in
optimal or satisfactory occupancy rates, operating profit margins or other performance indicators,
we may not be able to require the hotel management partners to change the way they manage our
hotels and serviced apartments. Any disagreement between our hotel management partners and us in
respect of the management of our hotels and serviced apartments and any adverse publicity or other
adverse developments that may affect the brand image of the hotel brands held by the hotel
management partners in general may adversely affect the performance of our hotels and serviced
apartments, and as a result, our results of operations. In addition, in the event that we wish to
replace any of our hotel management partners, we may be unable to do so under the terms of our
management agreements or we may need to pay substantial termination fees and may experience
disruptions at the relevant hotels and serviced apartments. The effectiveness and performance of the
hotel management partners in managing our hotels and serviced apartments will, therefore,
significantly affect the revenue, expenses and value of our hotels and serviced apartments.

Our objectives may conflict from time to time with the objectives of our hotel management
partners, which may adversely impact the operations and results of operations of our hotels and
serviced apartments

The hotel management partners that operate our hotels and serviced apartments have no
exclusive arrangements with us and own, operate or franchise properties other than our properties,
including properties that may compete with our properties. Therefore, our hotel management
partners may have interests that differ from or conflict with our own with respect to short-term or
long-term goals and objectives. These differences may be significant depending upon many factors,
including the remaining term of our management or tenancy agreement, trade area restrictions with
respect to competition or differing policies, procedures or practices. Any of these factors may
adversely impact the operations and results of operations of our hotels and serviced apartments,
which could harm our business, financial condition and results of operations.
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The hotel industry is dependant on the levels of business and leisure travel, demand for and supply
of hotel rooms and other factors

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

adverse economic conditions;
dependence on business, commercial and leisure travelers and tourism;
dependence on meeting and conference business;

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

adverse effects of international market conditions, which may diminish the demand for
first class and luxury leisure travel or the need for business travel, as well as national,
regional and local political, economic and market conditions where our hotels operate and
where our customers live;

increased competition and periodic local oversupply of guest accommodation, which may
adversely affect occupancy rates and room rates;

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

seasonality in travel patterns;
changes in interest rates and in the availability, cost and terms of debt financing; and

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

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

We incur significant construction and capital expenditures for development and renovation of
investment properties and hotels and certain fixed costs in relation to hotel and rental property
operations

Unlike properties developed for sale which can be pre-sold (subject to applicable PRC laws
relating to pre-sales) to finance other property developments, our investment properties and hotels
require significant upfront capital expenditures but generate no cash inflow until the development
has been completed and the hotel operation or the lease with respect to the relevant investment
properties commences. In addition, our existing investment properties and hotels, and all of our
future investment properties and hotels, will require continuing capital expenditures associated with
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renovations and other capital improvements, some of which are mandated by health, safety or other
regulations or by the hotel management partners. The cost of construction and capital improvements
could have a material adverse effect on our business, financial condition and results of operations.
The fixed costs associated with owning hotels and investment properties, including rental property
operating and maintenance expenses, hotel operating and maintenance expenses, taxes, other fees
and payments, may be significant. There may not be sufficient and consistent market demand for
hotels and rental properties in our target markets. We may be unable to reduce the fixed costs in a
timely manner in response to a decline in demand for our hotel services or investment properties for
rental, and any failure to adjust our fixed costs may adversely affect our business, financial condition
and results of operations. Moreover, our hotels and investment properties may be subject to
increases in operating and other expenses due to adverse changes in contractual terms and increases
in tax rates, utility costs, operating expenses, insurance costs, repairs and maintenance and
administrative expenses, which could materially adversely affect our business, financial condition
and results of operations.

We may not be able to effectively manage our expansion and growth

While we have historically focused on developing properties in Guangzhou, we have expanded
into other cities such as Suzhou, Chengdu, Beijing, Shanghai, Tianjin, Nanning, Hangzhou, Hainan,
Foshan, Hefei, Wuhan, Xuzhou, Jiaxing, Taizhou, Jinan, Nanjing, Shenzhen, Shaoxing, Changshu,
Lishui, Chongqing, Taicang, Wuxi, Zhaoqing, Zhongshan, Nantong, Liuzhou, Huizhou, Jiangmen,
Wenzhou, Dongguan, Yangzhou, Ningbo, Meishan, Chenzhou, Xi’an, Wuzhou, Kunming,
Yancheng and Hong Kong, and intend to further explore other promising markets in and outside
China. Our expansion is based on our forward-looking assessment of market prospects. We cannot
assure you that our assessments will turn out to be accurate. In addition, to succeed with our
business expansion, we will need to recruit and train new managers and other employees and build
our operations and reputation in our target regional markets within a relatively short period of time.
We have limited knowledge of the conditions of these other property markets and little or no
experience in property development in these regions. As we enter new markets, we may not have the
same level of familiarity with contractors, business practices and customs and customer tastes,
behavior and preferences as compared to the cities where we are an established property developer.
In addition, when we enter new geographical areas, we may face intense competition from developers
with an established presence and market share in those areas. Therefore, we cannot assure you that
we can successfully execute our contemplated expansion plan or that we will succeed in effectively
integrating our expanded operations, or that our expanded operations will generate adequate returns
on our investments or positive operating cash flows. Furthermore, our business expansion may place
a substantial strain on our managerial and financial resources. Any failure in effectively managing
our expanded operations may materially and adversely affect our business, prospects, results of
operations and financial condition.

In addition, we routinely evaluate potential acquisition and divestiture transactions and may
from time to time consider to divest or partially monetize parts of our business, including any of our
ancillary or complementary businesses, such divestitures or monetization may be in the form of
separate listings of parts of our business or through strategic transactions. Any such transaction
could happen at any time, could be material to our business and could take any number of forms. In
addition, even if we execute a definitive agreement, publicly announce our intention, or otherwise
take formal steps, to proceed with any such potential acquisition or divestment, there can be no
assurance that we will consummate the transaction within the anticipated timeframe, or at all. If
expansion into new business sectors or such divestitures are not successful, our development, growth
prospects and results of operations may be adversely affected. On June 24, 2020, we announced on
the Hong Kong Stock Exchange that we propose to spinoff and separately list the shares of our
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subsidiary, KWG Living, on the main board of the Hong Kong Stock Exchange. KWG Living and
its subsidiaries principally engage in the provision of residential property management services and
commercial property management and operational services. On October 30, 2020, listing of KWG
Living on the main board of Hong Kong Stock Exchange took place and it has ceased to be our
subsidiary. We cannot assure you that the spin-off will generate the economic and commercial
benefit that we expected.

We may not be successful in leveraging our past experience in residential property development to
expand to our hotel, serviced apartments and investment property businesses

We have entered the hotel, serviced apartments and investment property businesses through the
development and management of office buildings, serviced apartments and hotels. In connection
with our investment property business, we completed our first office building, the International
Finance Place, in 2007 in Guangzhou. In 2016, we also completed IGC Shopping Mall in
Guangzhou. In 2017, we had a grand opening ceremony of our U Fun Shopping Center in Shanghai.
In connection with our hotel business, in September 2009, we opened our first hotel property, Four
Points by Sheraton Guangzhou, Dongpu, located in Dongpu, Tianhe District, Guangzhou. In
November 2011, the Sheraton Guangzhou Huadu Resort in Guangzhou commenced operations‘".
We developed the first W Hotel in China, the W Hotel in Guangzhou, which officially commenced
operations in May 2013. In January 2014, we commenced the soft launch of The Mulian Hotel in
Guangzhou, our proprietary boutique hotel brand, with operations also located in Future Science
City in Hangzhou. Our Mulian Hotel in Hangzhou commenced soft launch in September 2015. In
May 2017, we commenced the operation of Conrad Guangzhou. In July 2017, we commenced the
operation of Chengdu The Mulian. In 2018, we commenced the operations of Courtyard Suzhou and
Mulian CRH North Station Suzhou. In 2019, we commenced the operations of Mulian Canton Fair
Guangzhou and Mulian Nansha Phoenix Lake Guangzhou. In addition, we are planning to develop
11 other high-end hotels and boutique “the Mulian” hotels in Chengdu, Wuhan, Xi’an, Hangzhou
and etc. We have entered into various agreements with Starwood Hotels Group, Hyatt and Marriott
to manage international branding hotels, and also have operated our boutique bond “The Mulian”
hotels. However, our experience as a residential property developer may not be applicable to the
development of these types of investment properties. We cannot assure you that we will be able to
leverage our past experience to face the challenges in these new investment property businesses. We
rely and will continue to rely on third-party property management companies to conduct the daily
operation of these serviced apartments and hotels. If their performance is not satisfactory to our
guests or tenants, the occupancy rate and/or rental value for our hotels and serviced apartments may
decrease, and thus adversely affect our results of operations and our reputation. We also may not be
able to reduce the costs associated with the management of hotels and serviced apartments in a
timely manner in response to changes in demand for those properties. Furthermore, the performance
of our investment properties is subject to various factors beyond our control, such as the economic
conditions and the level of business activities, business travel and tourism in the region. There may
not be sufficient and consistent market demand for high-end hotels, serviced apartments and office
space in Guangzhou and our other target markets in the PRC, and, as a result, our results of
operations in these new segments may not be profitable or generate recurring income or cashflow as
we expect, and could even operate at a loss.

Note:
(1). We have rescinded the operating agreement of Sheraton Guangzhou Huadu Resort with Marriott. Starting from July 1,

2017, the name of Sheraton Guangzhou Huadu Resort has been changed to the Mulian and was owned and operated by
us.
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The fair value of our investment properties is likely to fluctuate from time to time and may
decrease significantly in the future, which may materially and adversely impact our results of
operations

We are required to reassess the fair value of our investment properties as of each balance sheet
date. In accordance with HKFRS, gains or losses arising from changes in the fair value of our
investment properties should be accounted for in our statements of comprehensive income in the
period in which they arise. Our investment properties were revalued by an independent property
valuer as of December 31, 2018, 2019 and 2020 and June 30, 2021, respectively, on an open market
for existing use basis which reflected market conditions at those dates. Based on such valuation, we
recognized the aggregate fair market value of our investment properties on our consolidated
statements of financial position, and recognized changes in fair values of investment properties and
the relevant deferred tax on our consolidated statements of comprehensive income.

Fair value gains do not, however, change our cash position as long as the relevant investment
properties are held by us, and accordingly do not increase our liquidity in spite of the increased
profit represented by any fair value gains. The amount of revaluation adjustments has been, and will
continue to be, subject to market fluctuations. Macroeconomic factors, including economic growth
rate, interest rate, inflation rate, urbanization rate and disposable income level, in addition to any
government regulations, can substantially affect the fair value of our investment properties and
affect the supply and demand in the PRC property market. All these factors are beyond our control
and we cannot assure you that changes in market conditions will continue to create fair value gains
on our investment properties at the historical levels, or at all, or that the fair value of our investment
properties will not decrease in the future. We reported net fair value gains on investment properties
of approximately RMB415.2 million (US$64.3 million) in 2020 and the fair value losses on
investment properties of RMB60.1 million (US$9.3 million) in the six months ended June 30, 2021,
mainly related to various leasable commercial properties in various regions. If the fair value of our
investment properties declines, or if the number of investment properties decreases, our profitability
could be materially and adversely affected.

We have mortgaged certain properties and pledged shares in certain subsidiaries to secure our
borrowings

We have mortgaged certain of our properties and pledged shares in certain subsidiaries to
secure some of our general banking facilities. If we default on such banking facilities, the lenders
may foreclose such properties we mortgage and shares in subsidiaries we pledge. Although the terms
of our indebtedness limits our ability to do so, we cannot assure you that we will not mortgage our
properties or pledge shares in subsidiaries to secure our borrowings in the future. Nor can we assure
you that we will not default on any of our borrowings in the future.

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

The purchasers of our properties may need mortgage loans to purchase our properties, and we
typically arrange for various banks to provide these mortgage loans. In accordance with market
practice, the mortgagee banks require us to guarantee our customers’ mortgage loans. Typically, our
guarantee obligations for such customers’ mortgage loans are released upon the earlier of (i) the
satisfaction of the mortgage loan by the purchaser of the property; and (ii) the issuance of the
property ownership certificate for the mortgaged property. If a purchaser defaults on a mortgage
loan guaranteed by us we may have to repay the mortgage loan. If we fail to do so, the mortgagee
bank may foreclose the underlying property and recover any balance from us as the guarantor of the
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defaulted mortgage loan. In line with industry practice, we rely on the credit analysis performed by
the mortgagee banks in respect of individual customers and we do not conduct any independent
credit checks on them.

As of June 30, 2021, our outstanding guarantees for the mortgage loans of our customers
amounted to RMB21,057.0 million (US$3,261.3 million). If any material default by our customers
occurs on such loans, we may be required to honor our guarantees and our results of operations and
financial position may be materially and adversely affected.

We may suffer certain losses not covered by insurance

We do not carry comprehensive insurance against all potential losses or damages with respect
to our properties before their delivery to customers nor do we maintain insurance coverage against
liability from tortious acts, property damage or personal injury relating to the construction and
maintenance of our properties. Although we expect our third-party construction companies to
maintain appropriate insurance coverage, we cannot assure you that their insurance would cover or
be sufficient to satisfy all claims, or that we would not be sued or held liable for damages
notwithstanding their insurance coverage. Moreover, there are certain losses for which insurance is
not available on commercially practicable terms in China, such as losses suffered due to earthquake,
typhoon, flooding, war and civil disorder. If we suffer from any losses, damages or liabilities in the
course of our business, we may not have sufficient financial resources to cover such losses, damages
or liabilities or to satisfy our related obligations. Any payment we make to cover any losses, damages
or liabilities may have a material and adverse effect on our business, results of operations and
financial condition.

We may not be able to complete our development projects according to schedule or on budget

A property development project requires substantial capital expenditures prior to and during
the construction period, and it may take over a year before a development generates positive cash
flow through pre-sales or sales. The progress of, and costs for, a development project can be

adversely affected by many factors, including:

) changes in market conditions, an economic downturn or a decline in consumer
confidence;

) delays in obtaining necessary licenses, permits or approvals from government agencies or
authorities;

° relocation of existing residents and demolition of existing structures;

° increases in the market prices of raw materials if we cannot pass on the increased costs to
customers;

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

) latent soil or subsurface conditions and latent environmental damage requiring
remediation;

° unforeseen engineering, design, environmental or geographic problems;

° labor disputes;
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° construction accidents;
° natural disasters;
° adverse weather conditions;

° changes in government practices and policies, including reclamation of land for public
works or facilities; and

° other unforeseen problems or circumstances.

Our property projects are at risk from earthquakes, floods and other natural disasters in the
regions where we operate. Damage to any of our properties or impact on the markets, whether by
natural disasters or otherwise, may either delay or preclude our ability to develop and sell our
properties or adversely affect our budget for the projects. We cannot assure you that we will not
experience significant delays in completion or delivery of our projects or subject to liability for any
such delays. Construction delays or failure to complete construction of a project according to its
planned specifications, schedule or budget may materially and adversely affect our reputation,
business, results of operations and financial condition.

Our profitability and vesults of operations are affected by changes in interest rates

As of June 30, 2021, all of our bank and other loans were charged at floating interest rates,
except for loan balances with an aggregate principal amount of RMB7,455.6 million (US$1,154.7
million), which were charged at fixed interest rates. Changes in interest rates have affected and will
continue to affect our financing costs and, ultimately, our results of operations. In April 2006, PBOC
raised the benchmark one-year lending rate from 5.58% to 5.85% and in August 2006 further
increased such rate to 6.12%. PBOC again increased the one-year lending rate six times in 2007 from
6.12% to 7.47% in December 2007. Beginning in 2008, PBOC decreased the benchmark one-year
lending rate five times, from 7.47% to 5.31% in December 2008, which remained unchanged until
October 2010. The one-year lending rate increased to 5.81% as of December 31, 2010, increased to
6.06% effective from February 9, 2011, increased to 6.31% effective from April 6, 2011 and
increased to 6.56% effective from July 7, 2011. This rate has since been reduced twice in 2012 to
6.00% in light of signs of slowing economic growth. The PBOC promulgated the Notice of the
People’s Bank of China on Further Promoting the Market-Oriented Interest Rate Reform in July
2013, which provides that the lower limit of 0.7 times the benchmark lending rate for financial
institutions shall be removed and the financial institutions shall independently determine their
lending rates in accordance with commercial principles. However, the floating range of interest rates
for individual housing loans shall not be adjusted, the original range shall remain unchanged, and
the differentiated housing credit policy shall continue to be strictly implemented. As commercial
banks in China link the interest rates on their loans to benchmark lending rates published by PBOC,
any further increase in such benchmark lending rates will increase the interest costs for our
developments.

A substantial portion of our interest expense has been capitalized as part of the cost of
properties under development, which is recognized in our consolidated statements of comprehensive
income as cost of sales upon the sale of properties. As a result, such capitalized interest expense may
adversely affect our gross profit margin upon the sales of properties in future.

In addition, increases in interest rates may affect our customers’ ability to secure mortgages on
acceptable terms, which in turn may affect their ability to purchase our properties.
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We may have to compensate our customers if we fail to meet all requirements for the delivery of
completed properties and the issuance of property ownership certificates

According to the relevant PRC law, property developers must meet various requirements within
90 days after the delivery of property or such other time period that may be provided in the relevant
sales and purchase agreement to assist a purchaser in obtaining the individual property ownership
certificate. We generally elect to specify the deadline to apply for an individual property ownership
certificate in the sales and purchase agreement to allow sufficient time for the application and
approval process. Within three months of the date of the completion certificate for a development,
we must apply for a general property ownership certificate for the entire development. This involves,
among other things, the submission of a number of documents, including land use rights documents,
planning approvals and construction permits. Following the effective date of a sales and purchase
agreement for one or more units in a development, we then assist the purchaser to apply for an
individual property ownership certificate for each unit. This involves submission of other
documents, including the sales and purchase agreement, identification documentation for the
purchaser, evidence of payment of deed tax and a copy of the general property ownership certificate
issued to us. Delay by a purchaser in providing the documents relating to the purchaser, or delay by
the various administrative authorities in reviewing the relevant application document, as well as
other factors beyond our control, may affect timely delivery of the relevant individual property
ownership certificate. Under current PRC laws and regulations and under our sales and purchase
agreements, we are required to compensate our customers for delays in delivery caused by us of
individual property ownership certificates. We cannot assure you that delays in delivery caused by us
of the required property ownership certificates will not occur. Significant delays with respect to one
or more of our developments may materially and adversely affect our reputation, business, results of
operations and financial condition.

The PRC government may impose fines on us or take back our land if we fail to develop a property
according to the terms of the land grant contract

Under current PRC laws and regulations, if we fail to develop a property according to the terms
of the land grant contract, including terms relating to the payment of land premium, demolition and
resettlement costs and other fees, the specified use of the land and the time for commencement and
completion of the development, the PRC government may issue a warning, impose a penalty, and/or
take back our land. In addition, if we fail to pay any outstanding land grant premium on time, we
may be subject to a late payment penalty for every day of delay in payment. The PRC government
may also impose an idle land fee equal to 20% of the land premium or allocation fees if (i) we do not
commence construction for more than one year after the date specified in the relevant land grant
contract, (ii) total constructed GFA is less than one-third of the total proposed GFA for the
development, or (iii) the capital invested in the development is less than one-fourth of the total
investment approved for the development and the development is suspended for more than one year
without governmental approval. Furthermore, the PRC government has the authority to take back
the land, without compensation to us, if we do not commence construction for more than two years
after the date specified in the land grant contract, unless the delay is caused by force majeure or
governmental action. This policy was reinforced in the Notice on Promoting the Saving and
Intensification of Use of Land (CEI%5 P B i {2 4 45 40 £ 4 b9 48 1)) promulgated by the State
Council on January 3, 2008. This notice states, among other things, that the Ministry of Land and
Resources and other authorities are required to research and commence the drafting of
implementation rules concerning the levy of land appreciation fees on idle land. 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 BA% a2 ws ) Hb A8 AL S AL 177 >R A -+ A1 A Y
HA) in August 2009, which reiterates the current rules on idle land.
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On June 1, 2012, the Ministry of Land and Resources revised and promulgated the (Measure
for the Disposal of Idle Land) ({4 & +#hj& & #¥1%)), which further clarified the scope and definition
of idle land, as well as the corresponding punitive measures. Pursuant to the Measures for the
Disposal of Idle Land, if a parcel of land is deemed to constitute idle land by the 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 peoples
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 rights; 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 peoples
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 rights and recover the
right to use the State-owned construction land without compensation.

As of June 30, 2021, we were late in paying the land premium for certain parcels of land in
certain projects. We have fully paid all land premium for such projects as of the date of this offering
memorandum, and have obtained land use rights certificates to some parcels of land within these
projects. Although we have not been notified of any late payment penalty, we cannot assure you that
the local government will not impose any monetary penalty for our late payment of land premium.
Moreover, we cannot assure you that the local government will not terminate the land grant
contracts related to and confiscate such parcels of land for which we have not yet received the land
use rights certificate. In addition, as of June 30, 2021, we had certain parcels of land related to
certain projects that we had not commenced development within the time stipulated in the relevant
land grant contracts and certain parcels of land of our projects such as Villa Como, Fortunes Season
and Yunshang Retreat have been identified as idle land. Although we have now commenced
development or obtained approval to postpone development in relation to certain of the aforesaid
projects and have not been imposed any penalties or received any notice of the taking back of the
land, we cannot assure you that there will be no significant delays in the commencement of
construction or the development of our properties in the future, or that our developments will not be
subject to idle land penalties or be taken back by the government as a result of such delays. The
imposition of substantial idle land penalties could have a material and adverse affect on our
business, results of operations and financial condition. If any of our land is taken back by the
government, we would not only lose the opportunity to develop the property, but we would also lose
our prior investments in the development, including land premiums paid and costs incurred prior to
the date in connection with such land.

Our acquisition of companies holding land use rights may be unsuccessful and our acquisition
agreements may not provide us with sufficient protection against potential liability

We intend to continue to acquire the controlling equity interests in companies holding land use
rights as a means of expanding our business and land bank. However, we may face strong
competition during the acquisition process and we may not be successful in selecting or valuing
target companies or their land appropriately. As a result, we may be unable to complete such
acquisitions at reasonable cost, or at all. In addition, we may have to allocate additional capital and
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human resources to integrate the acquired business into our operations. We also cannot assure you
that the integration of any acquired company will be successfully completed within a reasonable
period of time, or at all, or that it will generate the economic benefit that we expected.

Our success depends on the continued services of our senior management team

Our future success depends heavily upon the continuing services of our executive directors and
members of our senior management team, in particular, our chairman, Kong Jian Min. Many
members of our senior management team have more than 16 years of property development
experience in the PRC. If one or more of our senior executives or other personnel are unable or
unwilling to continue in their present positions, we may not be able to replace them easily or at all,
and our business may be disrupted and our financial condition and results of operations may be
materially and adversely affected. Moreover, along with our steady growth and expansion into other
regional markets in China, we will need to employ, train and retain additional suitable skilled and
qualified management and employees from a wider geographical area. If we cannot attract and retain
suitable personnel, our business and future growth may be materially and adversely affected.

We may be subject to rvisks in relation to our property management services

We engage third-party property management companies on behalf of our purchasers to manage
the residential properties we developed. We believe that property management is an important part
of our business strategy and is critical to the successful marketing and promotion of our property
developments. Under PRC laws and regulations, a majority of property owners of a residential
community of certain size have the right to change the property management service provider. In
2018, 2019 and 2020 and the six months ended June 30, 2021, the revenue derived from our property
management services was RMB565.7 million, RMB1,014.3 million, RMB732.9 million (US$113.5
million) and nil, respectively.

On June 24, 2020, we announced on the Hong Kong Stock Exchange that we propose to spin-
off and separately list the shares of our subsidiary, KWG Living, on the main board of the Hong
Kong Stock Exchange. KWG Living and its subsidiaries principally engage in the provision of
residential property management services and commercial property management and operational
services. On October 30, 2020, listing of KWG Living on the main board of Hong Kong Stock
Exchange took place. We cannot assure you that the spin-off will generate the economic and
commercial benefit that we expected.

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

We may be involved in disputes with various parties involved in the construction, development
and the sale of our properties, including contractors, suppliers, construction workers, original
owners and residents, partners and purchasers. These disputes may lead to protests, legal or other
proceedings and may result in damage to our reputation, incurrence of substantial costs and the
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 file legal actions against us if our
subsequent planning and development of the relevant project is perceived to be inconsistent with our
representations and warranties made to such earlier purchasers. These disputes and legal and other
proceedings may materially and adversely affect our reputation, business, results of operations and
financial condition. See “Business—Legal Proceedings” in this offering memorandum.
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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. In the past, we have been penalized,
such as by payment of a fine, or reprimanded by regulatory bodies. While these have not caused any
material adverse effect on our business, there can be no assurances that any future failure on our part
to comply with applicable laws or regulations would not result in more serious penalties. Any failure
by us, our executive officers, employees and other agents to fully adhere to the PRC or other
applicable anti-corruption laws or any failure to comply with other applicable laws or regulations
could materially and adversely affect our reputation and our business, results of operations and
financial condition.

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

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 property market in
which we operate may also be subject to negative reports or criticisms by various media, including in
relation to incidents of fraud and bribery. We make no representation as to the appropriateness,
accuracy, completeness or reliability of any such information or publication. Nonetheless, any
negative coverage, whether or not related to us or our related parties and regardless of truth or
merit, may have an impact on our reputation and, consequently, may undermine the confidence of
our customers and investors, which may in turn materially and adversely affect our business, results
of operations, financial condition and prospects.

We are subject to legal and business risks and our business may be adversely affected if we fail to
obtain or maintain the required qualification certificates and other requisite government approvals

A PRC property developer must hold a valid qualification certificate to develop property. In
addition, at various stages of project development, the PRC property developer must also obtain
various licenses, certificates, permits and approvals from the relevant PRC administrative
authorities, including land use rights certificates, planning permits, construction permits, pre-sale
permits and certificates or confirmation of completion.

According to the Provisions on Administration of Qualifications of Real Estate Developers
(B L ZE PR EE S 2E B A M %E )) issued by the then PRC Ministry of Construction on March 29,
2000 and as amended on May 2015 and December 2018, a newly established property developer must
first apply for a provisional qualification certificate with a one-year validity, which can be renewed
annually for not more than two consecutive years. If, however, the newly established property
developer fails to commence a property development project within the one-year period following
the provisional qualification certificate, it will not be allowed to extend the term of its provisional
qualification certificate. Developers with longer operating histories must submit their qualification
certificates to relevant construction administration authorities for review annually. Government
regulations require developers to fulfill all statutory requirements before they may obtain or renew
their qualification certificates.

We conduct our property developments through project companies. These project companies
must hold valid qualification certificates to be able to conduct their businesses. As of the date of this
offering memorandum, certain project companies have not obtained or renewed or finished annual
inspection of qualification certificates and we are in the process of the applying or will apply for such
certificates according to their respective project development schedules, such as Guangzhou Tianjian
Property Development Co., Ltd, Guangzhou Fengwei Property Development Co., Ltd, Guangzhou
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Tuofeng Real Estate Co., Ltd, Guangzhou Zhangao Real Estate Co., Ltd, Suzhou Kaiwei Property
Development Co., Ltd, Suzhou Junjing Property Development Co., Ltd, Hefei Rongze Property
Development Co., Ltd, Guangzhou Weiyu Property Development Co., Ltd, Linhai Hejing Property
Development Co., Ltd, Linhai Xuanyu Property Development Co., Ltd, Foshan Xinjun Property
Development Co., Ltd, Foshan Xinhui Property Development Co., Ltd, Foshan Xinjing Property
Development Co., Ltd, Wuxi Mingjing Real Estate Co., Ltd, Guangxi Tongqin Tongguang
Investment Co., Ltd, Liujiang Huateng Property Development Co., Ltd, Guangzhou Fangyuan
Huicheng Property Development Co., Ltd, Hangzhou Junxuan Property Development Co., Ltd,
Hangzhou Hongli Property Development Co., Ltd, Guangzhou Langyu Property Development Co.,
Ltd and Shenzhen Chuangshihe Real Estate Co., Ltd. We cannot assure you that our project
companies will continue to be able to obtain or renew the necessary qualification certificates in a
timely manner, or at all. If any of our project companies does not obtain or renew the necessary
qualification certificate in a timely manner, or at all, our prospects, and our business, results of
operations and financial condition may be materially and adversely affected.

In addition to the above, we cannot assure you that we will not encounter significant problems
in satisfying the conditions to, or delays in, the issuance of qualification certificates of our other
companies, other necessary licenses, certificates, permits or approvals. As of June 30, 2021, certain
PRC subsidiaries and joint ventures and associates had not fully paid their registered capital, such as
the newly incorporated entities, such as Guangdong Dakeyun Investment Management Co., Ltd.,
Guangzhou Zhaojing Real Estate Development Co., Ltd., Guangzhou City Haotai Business Service
Co., Ltd., Guangzhou Hejing Fengjingyuan Hotel Management Co., Ltd, Guangzhou Guangxuan
Enterprise Management Co., Ltd, Taicang Hongtao Real Estate Development Co., Ltd, Chongqing
Kaihui Real Estate Development Co., Ltd, Chengdu Ruijing Real Estate Co., Ltd, Guangzhou
Ansheng Mingchuang Real Estate Development Co. and Guangzhou Junzhao Property Management
Co., Ltd. There may also be delays on the part of the administrative bodies in reviewing and
processing our applications and granting licenses, certificates, permits or approvals. If we fail to
obtain the necessary governmental licenses, certificates, permits or approvals for any of our major
property projects, or a delay occurs in the government’s examination and review process, our
development schedule and our sales could be substantially delayed, resulting in a material and
adverse effect on our business, results of operations and financial condition.

The value of our properties may be affected if the current ancillary facilities in the vicinity of our
residential communities cease to provide services to the owners or users of our properties

The ancillary facilities (e.g., schools, hospitals and public parks) in the vicinity of our
residential communities enhance the value of our properties by improving the overall quality and
value of the surrounding areas, thereby offering a better living environment to our property owners
and users. However, we do not operate nor manage some of the ancillary facilities. We cannot assure
you that these facilities will continue to operate and provide services in our residential communities.
In the event that some or all of these facilities cease to operate in our residential communities, our
properties may become less attractive and less valuable.

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

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

Increase in resettlement costs or similar costs associated with certain property developments may
materially and adversely affect our business, financial condition and results of operations

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

Risks Relating to the Real Estate Industry in China
The PRC government may adopt further measures to slow down growth in the property sector

Along with the economic growth in China, investments in the property sectors have increased
significantly in the past few years. In response to concerns over the increase in property investments,
the PRC government has in recent years introduced various policies and measures to curtail property
developments, including:

) requiring real estate developers to finance, with their internal resources, at least 25% of
the total investment (excluding affordable housing projects);

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

° suspending land supply for villa construction and restricting land supply for high-end
residential property construction;

) requiring that at least 70% of the land supply approved by any local government for

residential property development during any given year must be used for developing low-
to medium-cost and small- to medium-size units for sale or as low-cost rental properties;
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requiring that at least 70% of the total development and construction area of residential
projects approved or constructed on or after June 1, 2006 in any administrative
jurisdiction must consist of units with a unit floor area of less than 90 sq.m. and that
projects which have received project approvals prior to this date but have not obtained
construction permits must adjust their planning in order to comply with this new
requirement, with the exception that municipalities under direct administration of the
PRC central government and provincial capitals and certain cities may deviate from such
ratio under special circumstances upon approval from the MOHURD:;

requiring any first-time home owner using housing reserves (f£/5 /A& 4) to pay the
minimum amount of down-payment at 20% of the purchase price of the underlying
property if the underlying property has a unit floor area of less than 90 sq.m. and the
purchaser is buying the property as a primary residence, or 30% of the purchase price if
the underlying property has a unit floor area of larger than 90 sq.m.;

requiring any second-time home buyer to pay an increased minimum mortgage loan
interest rate at 110% of the relevant PBOC benchmark one-year bank lending interest
rate;

for a commercial property buyer, (i) requiring banks not to finance any purchase of pre-
sold properties, (ii) increasing the minimum mortgage loan interest rate to 110% of the
relevant PBOC benchmark one-year bank lending interest rate, and (iii) limiting the terms
of such bank borrowings to no more than 10 years, with commercial banks allowed
flexibility based on their risk assessment;

for a buyer of commercial/residential dual-purpose properties, increasing the minimum
amount of down-payment to 45% of the purchase price of the underlying property, with
the other terms similar to those for commercial properties;

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

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

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

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

adjusting the benchmark one-year lending rate published by PBOC multiple times over the
past years with the benchmark one-year lending rate as of December 31, 2019 being
4.15%;

adjusting the PBOC Renminbi deposit reserve requirement ratio for all PRC deposit-
taking financial institutions several times in 2011, 2012, 2014, 2015, 2016, 2018, 2019 and
early 2020, with the current ratio ranging from 10.5% to 12.5%, effective as of January 6,
2020; and
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) further increasing down payment ratios and interest rates for loans to purchase second
properties in accordance with the price control policies and targets of the corresponding
local governments for those cities with excessive growth in housing prices.

Beginning in the second half of 2008, in order to mitigate the impact of the global economic
slowdown, the PRC government adopted measures to encourage domestic consumption in the
residential property market and support property development. However, in December 2009 and
January 2010 the PRC government adjusted some policies in order to enhance the regulation of the
property market, restrain property purchases for investment or speculation purposes and keep
property prices from rising too quickly in certain regions and cities. At the same time, the PRC
government abolished certain preferential treatments relating to business taxes payable upon
transfers of residential properties by property owners and imposed more stringent requirements on
the payment of land premiums by property developers. In addition, in April 2010 the PRC
government identified certain policy measures to increase down payment for properties purchased
with mortgage loans. In January 2011, the PRC government adopted certain new policies to cool
down the real estate property market, including increasing the minimum down-payment to at least
60% of the total purchase price for second-house purchases with a minimum mortgage lending
interest rate at least 1.1 times the benchmark rate, in certain targeted cities restricting purchasers
from acquiring second (or further) residential properties and restricting non-residents that cannot
provide any proof of local tax or social security payments for more than a specified time period from
purchasing any residential properties, imposing property tax in certain cities and levying business tax
on the full amount of transfer price if an individual owner transfers a residential property within five
years of purchase. In addition, certain cities, including Guangzhou, Tianjin, Beijing, Shanghai,
Suzhou, Qingdao, Chengdu, Foshan, Nanjing, Hangzhou and Sanya, promulgated measures further
limiting the number of residential properties one family is allowed to purchase. On February 26,
2013, the PRC government further adopted more strict policies for properties purchase, including
increasing down payment ratios and interest rates for loans to purchase second properties for those
cities with excessive growth in housing prices and imposing individual income tax at a rate of 20%
from the sale of a self-owned property. In the third quarter of 2013, the minimum down payment was
raised to 70% in several cities. In 2015 and 2016, in certain cities where restrictions on the purchase
of residential property had not been implemented, the minimum down payment for first-time home
buyers was reduced to 25% of the property price, whereas the minimum down payment for second
home buyers who had not fully paid off their existing housing loan was reduced to 30%. In August
2020, the MOHURD and the PBOC announced that they are considering new rules on capital
monitoring and financing for key real estate enterprises, which would impose certain requirements
on the asset-liability ratio (excluding proceeds from advance sales), net debt ratio and cash short-
term debt ratio of real estate enterprises. 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. For a more detailed description of the PRC government’s measures to curtail the
overheating of the PRC property market, see the section entitled “Regulations—The Land System of
The PRC—National Legislation.” These measures may limit our access to capital resources, reduce
market demand for our products and increase our operating costs in complying with these measures.
We cannot assure you that the PRC government will not adopt additional and more stringent
measures, which could further slow down property development in China. If we fail to adapt our
operations to new policies, regulations and measures that may come into effect from time to time
with respect to the real property industry, or such policy changes disrupt our business or cause us to
incur additional costs, our business, financial condition, results of operations and prospects may be
materially and adversely affected.
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The property industry in China is still at a relatively early stage of development, and there is a
significant degree of uncertainty in the market as a whole

Private ownership of property in China is still at a relatively early stage of development.
Demand for private residential property has been increasing rapidly in recent years. However,
increased demand has 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 much demand will develop. Limited availability of accurate financial and
market information and the general low level of transparency in China contribute to overall
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 demand for residential property. Finally, the risk
of over-supply is 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 and
financial condition may be materially and adversely affected.

Increasing competition in the property industry in China, particularly in Guangzhou and other
cities where we operate, may adversely affect our business and financial condition

We face competition from a number of property developers. Our existing and potential
competitors include private and public developers in the PRC, as well as developers from Hong
Kong. Some of them may have greater marketing, financial, technical or other resources than us and
greater economies of scale, broader name recognition and more established relationships in the
market. In recent years, a large number of property developers have undertaken property
development and investment projects, particularly in Guangzhou and other cities where we
operate. Competition among property developers may cause increases in land premiums and raw
material costs, shortages in quality construction contractors, surpluses in property supply leading to
decreased property prices, delays in the issuance of government approvals and permits, and higher
costs to attract or retain talented employees.

In addition, the property markets in Guangzhou and elsewhere in the PRC are rapidly
changing. Macroeconomic measures have recently been adopted by the PRC government in an
attempt to slow the rapid growth of the PRC’s economy and deter investment in fixed assets,
including real estate assets. If we cannot respond to changes in market conditions in Guangzhou or
elsewhere, or changes in customer preferences more swiftly or more effectively than our competitors,
our business, results of operations and financial condition could be adversely affected.

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

We depend on cash flows from pre-sales of properties as an important source of funding for our
property developments. We face risks relating to the pre-sale of properties. For example, we may
find ourselves liable to the purchasers for their losses, if we pre-sell units in a property development
and fail to complete that development. If we fail to complete a pre-sold property on time, our
purchasers may claim compensation for late delivery pursuant to either their contracts with us or
relevant PRC laws and regulations. If our delay extends beyond a specified period, our purchasers
may terminate their pre-sale contracts and claim for compensation. A purchaser may also terminate
his or her contract with us if the GFA of the relevant unit, as set out in the individual property
ownership certificate, deviates by more than 3% from the GFA of that unit set out in his or her
contract. We cannot assure you that we will not experience delays in the completion and delivery of
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our projects, nor that the GFA for a delivered unit will not deviate more than 3% from the GFA set
out in the relevant contract. Any termination of the purchase contract as a result of our late delivery
of properties will have a material adverse effect on our business, financial condition and results of
operations.

Under current PRC laws and regulations and pursuant to land grant contracts, 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. Various PRC
authorities and regulators have publicly called for the discontinuance or abolishment of pre-sales, or
to impose tighter regulations on such practice. On March 16, 2011, the National Development and
Reform Commission (“NDRC”) promulgated the Regulation on Price of Commodity Properties
(78 & 7 81 5 B A AE B 9E ) effective from May 1, 2011. According to the regulation, real estate
enterprises are required to make public the price of commodity properties for sale or pre-sale and to
make public all the apartments available for sale or pre-sale within a certain time period. Moreover,
on September 21, 2018, Guangdong Real Estate Association issued an “Emergency Notice on the
Relevant Opinions on Providing the Pre-sale Permit for Commodity Houses” (B2 #g #2 LR & 5 76
BT B R B 28 A1), asking for opinions on the cancelation of the pre-sale system of
commodity residential properties. We cannot assure you that PRC governments will continue to
allow pre-sale of properties or will not impose additional or more stringent requirements on pre-sale.
In the event that the PRC governments prohibit pre-sale of properties or impose additional or more
stringent requirements, the property developers like us may not have sufficient cash flow for
property development projects and have liquidity problems. If we do not have sufficient cash flow
from pre-sale to fund our future liquidity, pay our trade and bills 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 cannot assure you that the PRC governmental authority will
not ban the practice of pre-selling uncompleted properties or implement further restrictions on the
pre-sale of properties, such as imposing additional conditions for a pre-sale permit or further
restrictions on the use of pre-sale proceeds. Proceeds from the pre-sale of our properties are an
important source of financing for our property developments. Consequently, any restriction on our
ability to pre-sell our properties, including any increase in the amount of up-front expenditure we
must incur prior to obtaining the pre-sale permit, would extend the time period required for recovery
of our capital outlay and would result in our needing to seck alternative means to finance the various
stages of our property developments. This, in turn, could have an adverse effect on our business,
cash flow results of operations and financial condition.

The total GFA of some of our developments may exceed the original permitted GFA and the excess
GFA is subject to governmental approval and payment of additional land premium

The permitted total GFA for a particular development is set out in various governmental
documents issued at various stages. In many cases, the underlying land grant contract will specify
permitted total GFA. Total GFA is also set out in the relevant urban planning approvals and various
construction permits. If constructed total GFA exceeds the permitted total, or if the completed
development contains built-up areas that the authorities believe do not conform to the approved
plans as set out in relevant construction works planning permit, we may not be able to obtain the
acceptance and compliance form of construction completion (¥ TEgU % 3) for the development,
and as a consequence, we would not be in a position to deliver individual units to purchasers or to
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recognize the related pre-sale proceeds as revenue. Moreover, excess GFA requires governmental
approval, and the payment of additional land premium. We may also be subject to liability to
purchasers under our sales and purchase agreements.

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 for that
development, or that the authorities will not determine that all built-up areas conform to the plans
approved as set out in the construction permit. Moreover, we cannot assure you that we would have
sufficient funding to pay any required additional land premium or to pay for any corrective action
that may be required in a timely manner, or at all. Any of these circumstances may materially and
adversely affect our reputation, business, results of operations and financial condition.

The terms on which mortgage loans are available, if at all, may affect our sales

Substantially all of the purchasers of our properties rely on mortgages to finance their
purchases. An increase in interest rates may significantly increase the cost of mortgage financing and
affect the affordability of residential properties. In addition, the PRC government and commercial
banks may also increase the down payment requirement, impose other conditions or otherwise
change the regulatory framework in a manner that would make mortgage financing unavailable or
unattractive to potential property purchasers.

The PRC government has enacted various laws and regulations governing terms of mortgage
financing for our customers, including minimum down payment requirements, minimum mortgage
loan interest rates, limitations on pre-sales, maximum mortgage term lengths, the suspension of
mortgage loans to certain investors, and limits on how many houses a household can buy. See
“Regulations—The Land System of The PRC—Real Estate Loans.” As a result of the foregoing
factors, PRC banks have generally tightened mortgage lending since 2013, which had affected
demand in the property market in general. If the availability or attractiveness of mortgage financing
is further reduced or limited, many of our prospective customers may not be able to purchase our
properties and, as a result, our business, liquidity and results of operations could be adversely
affected.

In line with industry practice, we provide guarantees to banks for mortgages they offer to our
purchasers up until we complete the relevant property and the individual property ownership
certificates with respect to the relevant properties are issued to our purchasers and the mortgage
registrations for the relevant properties have been completed. If there are changes in laws,
regulations, policies and practices that would prohibit property developers from providing
guarantees to banks in respect of mortgages offered to property purchasers and the banks would
not accept any alternative guarantees by third parties, or if no third party is available or willing in
the market to provide such guarantees, it may become more difficult for property purchasers to
obtain mortgages from banks and other financial institutions during sales and pre-sales of our
properties. Such difficulties in financing could result in a substantially lower rate of sale and pre-sale
of our properties, which would materially and adversely affect our cash flow, financial condition and
results of operations.

Potential liability for environmental damages could result in substantial cost increases
We are subject to a variety of laws and regulations concerning the protection of health and the
environment. The particular environmental laws and regulations that apply to any given project

development site vary according to the site’s location, the site’s environmental condition, the present
and former uses of the site and the nature and former uses of adjoining properties. Compliance with
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environmental laws and regulations may result in delays in development, substantial costs and may
prohibit or severely restrict project development activity in environmentally sensitive regions or
areas. Under PRC laws and regulations, we are required to submit an environmental impact
assessment report to the relevant governmental authorities for approval before commencing
construction of any project. Although the environmental inspection conducted by the relevant PRC
environmental protection agencies to date have not revealed any environmental violations that we
believe would have a material adverse effect on our business, results of operations or financial
condition, there may be potential material environmental liabilities of which we are unaware. In
addition, our operations could result in environmental liabilities or our contractors could violate
environmental laws and regulations in their operations that may be attributed to us. For more
information, see “Business—Environmental and Safety Matters” in this offering memorandum.

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

Under Regulations on the Administration of Quality of Construction Works (il TFEE &4
PR H1)), all property development companies in the PRC must provide certain quality warranties
for the properties they construct or sell. We are required to provide these warranties to our
customers. We may sometimes receive quality warranties from our third-party contractors with
respect to our development projects. If a significant number of claims are brought against us under
our warranties and if we are unable to obtain reimbursement for such claims from third-party
contractors in a timely manner or at all, we could incur significant expenses to resolve such claims or
face delays in correcting the related defects, which could in turn harm our reputation and have a
material and adverse effect on our business, financial condition and results of operations.

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

Pursuant to Circular on Comprehensively Promoting the Pilot Program of the Collection of
Value-added Tax in Lieu of Business Tax (€[4 f 4 B /& SE 81 e (BB R BE AU 48 K1) issued on
March 23, 2016 and implemented on May 1, 2016 (“Circular 36”) by the Ministry of Finance and
SAT, effective from May 1, 2016, PRC tax authorities have started imposing value added tax on
revenues from various service sectors, including real estate, construction, financial services and
insurance, as well as other lifestyle service sectors, to replace the business tax that co-existed with
value added tax for over 20 years. Since the issuance of Circular 36, the Ministry of Finance and SAT
have subsequently issued a series of tax circulars in March and April 2016 to implement the
collection of value added tax on revenues from construction, real estate, financial services and
lifestyle services. The value added tax rates applicable to us may be generally higher than the
business tax rate we were subject to prior to the implementation of Circular 36. For example, the
value added tax rate for the sale of self-developed real estate projects was increased from 5% to 11%,
which was reduced to 10% on May 1, 2018 according to a notice jointly issued by MOF and SAT in
April 2018 and has been further reduced to 9% (current value added tax rate) from April 1, 2019
according to a joint notice issued by MOF, SAT and the General Administration of Customs in
March 2019. Unlike business tax, the value added tax will only be imposed on added value, which
means the input tax incurred from our construction and real estate can be offset from our output tax.
However, details of concrete measures are still being formulated in accordance with Circular 36. We
are still in the process of assessing the comprehensive impact of the new value added tax regime on
our tax burden, our revenues and results of operations, which remains uncertain.
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Risks Relating to China

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

The PRC economy differs from the economies of most of the developed countries in many
aspects, including:

° the amount and degree of the PRC government involvement;
° growth rate and degree of development;

) uniformity in the implementation and enforcement of laws;
) content of and control over capital investment;

° control of foreign exchange; and

° allocation of resources.

The PRC economy has been transitioning from a centrally planned economy to a more market-
oriented economy. For approximately three decades, the PRC government has implemented
economic reform measures to utilize market forces in the development of the PRC economy. In
addition, the PRC government continues to play a significant role in regulating industries and the
economy through policy measures. We cannot predict whether changes in PRC economic, political
or social conditions and in PRC laws, regulations and policies will have any adverse effect on our
current or future business, financial condition or results of operations.

In addition, 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. Other
political, economic and social factors may also lead to further adjustments of the reform measures.
This refining and adjustment process may not necessarily have a positive effect on our operations
and business development. For example, the PRC government has in the past implemented a number
of measures intended to slow down certain segments of the economy that the government believed to
be overheating, including the real estate industry. These measures have included restricting foreign
investment in certain sectors of the real estate industry, raising benchmark interest rates of
commercial banks, reducing currency supply and placing additional limitations on the ability of
commercial banks to make loans by raising bank reserves against deposits and raising the thresholds
and minimum loan interest rates for residential mortgages. These actions, as well as future actions
and policies of the PRC government, could cause a decrease in the overall level of economic activity,
and in turn have a material and adverse impact on our business and financial condition.

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

The PRC government imposes controls on the convertibility between Renminbi and foreign
currencies and the remittance of foreign exchange out of China. We receive substantially all our
revenue in Renminbi. Under our current corporate structure, our income is primarily derived from
dividend payments from our PRC subsidiaries. Our PRC subsidiaries must convert their Renminbi
earnings into foreign currency before they may pay cash dividends to us or service their foreign
currency-denominated obligations. Under existing PRC foreign exchange regulations, payments of
current-account items may be made in foreign currencies without prior approval from the PRC State
Administration of Foreign Exchange (“SAFE”) by complying with certain procedural requirements.

However, approval from appropriate governmental authorities is required when Renminbi is
converted into foreign currencies and remitted out of China for capital-account transactions, such as
the repatriation of equity investment in China and the repayment of the principal of loans or debt
denominated in foreign currencies. Such restrictions on foreign exchange transactions under capital
accounts also affect our ability to finance our PRC subsidiaries. Subsequent to this offering, we have
the choice, as permitted by the PRC foreign investment regulations, to invest our net proceeds from
this offering in the form of registered capital or a shareholder loan into our PRC subsidiaries to
finance our operations in China. Our choice of investment is affected by the relevant PRC
regulations with respect to capital-account and current-account foreign exchange transactions in
China. Our investment decisions are additionally affected by various other measures taken by the
PRC government relating to the PRC property market. In addition, our transfer of funds to our
subsidiaries in China is subject to approval by PRC governmental authorities in the case of an
increase in registered capital, and subject to approval by and registration with PRC governmental
authorities in case of shareholder loans to the extent that the existing foreign investment approvals
received by our PRC subsidiaries permit any such shareholder loans at all. These limitations on the
flow of funds between us and our PRC subsidiaries could restrict our ability to act in response to
changing market conditions.

Fluctuations in the value of Renminbi may adversely affect our business and the value of
distributions by our PRC subsidiaries

The Notes are denominated in U.S. dollars, while substantially all of our revenue is generated
by our PRC operating subsidiaries and denominated in Renminbi. The value of Renminbi depends,
to a large extent, on domestic and international economic, financial and political developments and
PRC government policies, as well as the supply and demand in the local and international markets.
From 1999 until 2005, the conversion of the Renminbi into foreign currencies, including the U.S.
dollar and the Hong Kong dollar, was based on exchange rates set and published daily by PBOC in
light of the previous day’s inter-bank foreign exchange market rates in China and the then current
exchange rates on the global financial markets. The official exchange rate for the conversion of the
Renminbi into the U.S. dollar was largely stable until July 2005. On July 21, 2005, PBOC revalued
the Renminbi by reference to a basket of foreign currencies, including the U.S. dollar. As a result,
the value of the Renminbi appreciated by more than 2% on that day. Since then, PBOC has allowed
the official Renminbi exchange rate to float against a basket of foreign currencies. Further, from
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 allowed the Renminbi to fluctuate against the U.S. dollar
by up to 0.5% above or below the central parity rate published by PBOC. In June 2010, PBOC
announced its intention to proceed with the reform of the Renminbi exchange rate regime to increase
flexibility and on April 16, 2012 the band was expanded to 1.0% and further revised to 2.0% on
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March 17, 2014. These changes in currency policy resulted in the Renminbi significantly appreciating
against the U.S. dollar. The Renminbi exchange rate could fluctuate widely against the U.S. dollar
or any other foreign currency in the future. 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 and other obligations. Since our income and profits are denominated in
Renminbi, any appreciation of the Renminbi will increase the value of dividends and other
distributions payable by our PRC subsidiaries in foreign currency terms. Conversely, any
depreciation of the Renminbi will decrease the value of dividends and other distributions payable
by our PRC subsidiaries in foreign currency terms. Fluctuation of the value of Renminbi will also
affect the amount of our foreign debt service in Renminbi terms since we have to convert Renminbi
into foreign currencies to service our indebtedness in foreign currency. As of June 30, 2021, our
outstanding interest-bearing bank and other borrowings denominated in foreign currencies was
RMB33,917.5 million (US$5,253.1 million), representing approximately 42.0% of our total
outstanding interest-bearing bank and other borrowings. As of June 30, 2021, we did not enter
into any hedging agreements to manage our exposure to foreign exchange rate risk.

We may incur additional cost to comply with the new policy regarding the tax bureau to collect
social insurance and may be required by the tax bureau to make additional social insurance
contributions

On July 20, 2018, China’s Central Committee and the State Council released the Reform Plan
on the National and Local Taxation Collection and Management System (the “Taxation Collection
Reform Plan™). Set to take effect on January 1, 2019, the plan places the responsibility of calculating
and collecting social insurance premiums solely with the tax bureau, which is expected to improve
social insurance compliance since the tax bureau is better resourced to monitor and collect
contributions. The impact of the newly adopted Taxation Collection Reform Plan is still uncertain.
We may incur additional cost to comply with this new plan and may be required by the tax bureau to
make additional social insurance contributions, which may have a material adverse impact on our
business, financial condition and results of operations.

Our income tax obligations may increase, dividends from our PRC subsidiaries may be subject to
withholding tax under PRC tax laws and we may be subject to PRC tax

In March 2007, the National People’s Congress of the PRC and its Standing Committee
(the “NPC” or the “National People’s Congress”) enacted the Enterprise Income Tax Law of the
PRC ({3 N R ILANEH 4S5 r 1580 5)) (as supplemented by its implementation regulations ((H#E A
B LA [0 4 2E B A5 B VA B A6 491)), the “EIT Law™), which took effect on January 1, 2008. The EIT
Law imposes a unified income tax rate of 25% on all domestic and foreign-invested enterprises
unless they qualify under certain limited exceptions.

We are a holding company that is financially dependent on distributions from our subsidiaries
and our business operations are principally conducted through our PRC subsidiaries. Prior to
December 31, 2007, dividend payments to foreign investors made by foreign-invested enterprises,
such as dividends paid to us by our PRC subsidiaries, were exempt from PRC withholding tax. The
EIT Law, effective January 1, 2008, provides that any dividend payment to foreign enterprise
investors will be subject to a withholding tax at a rate of 10%. Pursuant to the Arrangement between
Mainland China and Hong Kong for the Avoidance of Double Taxation and Prevention of Fiscal
Evasion with Respect to Taxes on Income (<A A #5555l 47 B I B 7% 36 T 15 4 G0 8 o 0B A0 Bl 1E
frlw AL % PE)) signed on August 21, 2006, a company incorporated in Hong Kong will be subject to
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PRC withholding income tax at a rate of 5% on dividends it receives from its PRC subsidiaries if it
holds a 25% or more interest in that particular PRC subsidiary at the time of the distribution, or
10% if it holds less than a 25% interest in that subsidiary. However, according to a PRC State
Administration of Taxation (“SAT”) circular dated October 27, 2009, tax treaty benefits will be
denied with respect to “conduit” or shell companies without business substance. Although we take
the position that dividend payments made by our PRC subsidiaries to our Hong Kong subsidiaries,
which hold the equity interests in our PRC subsidiaries, will be subject to the reduced 5% PRC tax
rate, the PRC tax authorities may challenge our position.

In addition, under the EIT Law, enterprises established under the laws of jurisdictions outside
China with their “de facto management bodies” located within China may be considered PRC
resident enterprises and therefore subject to PRC enterprise income tax at the rate of 25% on their
worldwide income. The EIT Law provides that “de facto management body” of an enterprise is the
organization that exercises substantial and overall management and control over the production,
employees, books of accounts and properties of the enterprise. Since a majority of the members of
our management team are, and may continue to be, located in China, we may be considered a PRC
resident enterprise and therefore subject to PRC enterprise income tax at the rate of 25% on our
worldwide income (possibly excluding dividends from our PRC subsidiaries). If we or any of our
non-PRC subsidiaries is a PRC resident enterprise under the EIT Law, our profitability and cash
flow may be adversely affected. Although it is unclear under PRC tax law whether we have a “de
facto management body” located in China for PRC tax purposes, we currently intend to take the
position that we are not a PRC resident enterprise, but there can be no assurance that the PRC tax
authorities will accept our position.

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

Under the EIT Law, if our Company is determined to be a PRC resident enterprise, the interest
paid on the Notes may be considered to be sourced within China. In that case, PRC income tax at the
rate of 10% would be withheld from interest paid on the Notes to investors that are “non-resident
enterprises” so long as such “non-resident enterprise” investors do not have an establishment or
place of business in China or if, despite the existence of such establishment or place of business in
China, the relevant income is not effectively connected with such establishment or place of business
in China. Any gain realized on the transfer of the Notes by such investors will be subject to a 10%
PRC income tax if such gain is regarded as income derived from sources within China. Furthermore,
if we are considered a PRC resident enterprise and the relevant PRC tax authorities consider interest
we pay with respect to the Notes, or any gains realized from the transfer of Notes, to be income
derived from sources within the PRC, such interest or gains earned by non-resident 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” and whether in that case
the interest payable to our foreign investors or the gain our foreign investors may realize from the
transfer of our Notes would be treated as income sourced within China and subject to PRC tax. We
currently do not intend to withhold taxes from interest payments, but there can be no assurance that
the PRC tax authorities will accept our position on such issue. If we are required under the EIT Law
to withhold PRC income tax on our interest payable to our non-resident noteholders 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
making 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
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your investment in our Notes may be materially and adversely affected. Prospective holders should
consult their tax advisers as to whether they may be able to claim the benefit of income tax treaties or
agreements entered into between China and other countries or areas if we are considered a PRC
“resident enterprise.”

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

In October 2005, SAFE issued the Notice Regarding Certain Administrative Measures on
Financing and Round-trip Investment by PRC Residents through Offshore Special Purpose Vehicles
(BRI BE A Ja R R B AR R H A9 2 B RlE SOR RSB AN ME S A B R0 A1) (“Notice  757)
which became effective on November 1, 2005. On July 4, 2014, Notice 75 was superseded by the
Notice Regarding Certain Administrative Measures on Offshore Investing and Financing and
Round-trip Investment by PRC Residents through Special Purpose Vehicles (<7 5% 04 i B 48 3 35
SRR B A RS AN LB SR PR IRCE S MEE TR B Y A)) (“Notice 37”) issued by SAFE.
Notice 37 requires PRC residents, including both legal and natural persons, to register with the local
SAFE branch before making capital contribution to any company outside of China (an “offshore
SPV”) with onshore or offshore assets and equity interests legally owned by PRC residents. In
addition, any individual PRC resident who is the shareholder of an offshore SPV is required to
update its SAFE registration with the local SAFE branch with respect to that offshore SPV in
connection with change of basic information of the offshore SPV, such as its company name,
business term, shareholding by individual PRC resident, merger, division and, with respect to the
individual PRC resident, in case of any increase or decrease of capital in the offshore SPV, transfer
of shares or swap of shares by the individual PRC resident. Failure to comply with the required
SAFE registration and updating requirements described above may result in restrictions being
imposed on the foreign exchange activities of the PRC subsidiaries of such offshore SPV, including
increase in registered capital of, payment of dividends and other distributions to, and capital inflows
from, the offshore SPV. Failure to comply with Notice 37 may also subject relevant PRC residents or
the PRC subsidiaries of such offshore SPV to penalties under PRC foreign exchange administration
regulations for evasion of applicable foreign exchange restrictions.

If our beneficial owners are unable or fail to comply with such procedures, our PRC
subsidiaries may not be able to remit foreign currency payment out of China, which would affect our
ability to service our offshore indebtedness, including the Notes, and may materially and adversely
affect our business operations.

Interpretation of PRC laws and regulations involves uncertainty and the current legal environment
in China could limit the legal protections available to you

Our core business is conducted in China and is governed by PRC laws and regulations. Our
principal operating subsidiaries are located in China and are subject to the PRC laws and
regulations. The PRC legal system is a civil law system based on written statutes, and prior court
decisions have limited precedential value and can only be used as a reference. Additionally, PRC
written laws are often principle-oriented and require detailed interpretations by the enforcement
bodies to further apply and enforce such laws. Since 1979, the PRC legislature has promulgated laws
and regulations in relation to economic matters such as foreign investment, corporate organization
and governance, commercial transactions, taxation and trade, with a view to developing a
comprehensive system of commercial law, including laws relating to property ownership and
development. However, because these laws and regulations have not been fully developed, and
because of the limited volume of published cases and the non-binding nature of prior court decisions,
interpretation of PRC laws and regulations involves a degree of uncertainty and the legal protection
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available to you may be limited. For example, we have registered the issuance of the Notes with the
NDRC with reference to the NDRC Notice and are required to file a post-issuance report with the
NDRC within 10 working days in the PRC pursuant to the registration certificate. As the NDRC
Notice is a new regulation, there are still uncertainties regarding its interpretation, implementation
and enforcement by the NDRC. If we fail to complete such filing in accordance with the relevant
requirements, due to any change in the relevant regulation we may be subject to penalties or other
enforcement actions by relevant PRC government authorities. Depending on the governmental
agency or the presentation of an application or case to such agency, we may receive less favorable
interpretations of laws and regulations than our competitors. We have also been advised by our PRC
legal adviser, Jingtian & Gongcheng, 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, any
Subsidiary Guarantor or their directors or officers predicated upon the civil liability provisions of
the U.S. federal or state securities laws or (ii) entertain original actions brought in China against us,
our directors or officers, any Subsidiary Guarantor or their directors or officers predicated upon the
U.S. federal or state securities laws. In addition, any litigation in China may be protracted and result
in substantial costs and diversion of resources and management attention. All these uncertainties
may cause difficulties in the enforcement of our land use rights, entitlements under our permits and
other statutory and contractual rights and interests.

The national and regional economies in China and our prospects may be adversely affected by
natural disasters, acts of God and occurrence of epidemics

Our business is subject to general economic and social conditions in China. Natural disasters,
epidemics and other acts of God which are beyond our control may adversely affect the economy,
infrastructure and livelihood of the people in China. Some regions in China, including the cities
where we operate, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought or
epidemics such as Severe Acute Respiratory Syndrome (SARS), H5N1 avian flu or the human swine
flu, also known as Influenza A (HIN1), or most recently, the novel coronavirus officially named
COVID-19 by the World Health Organization.

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 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 land bank and
operations were under a lockdown and have imposed travel restrictions in an effort to curb the
spread of the highly infectious coronavirus. As a result, sales offices and construction of our
development projects were temporarily shut down. Moreover, supply of our raw materials and
productivity of our employees may be adversely affected. As a result, the completion of our projects
may be delayed and sales might be lower than expected, which might in turn result in substantial
increase in our development costs, late delivery of properties and/or otherwise adversely affect our
profitability and cash flows. Further, customers who have previously entered into contracts to
purchase properties may default on their purchase contracts if the economic situation further
deteriorates as a result of the epidemic. In addition, the COVID-19 outbreak poses risks to the
wellbeing of our employees and the safety of our workplace, which may materially and adversely
affect our business operation. Our ability to adequately staff, manage and/or maintain daily
operations may be adversely affected if the outbreak continues or further deteriorates. 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 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
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properties or facilities may be required to be suspended or quarantined, if there were clusters for the
COVID-19 cases in our properties or facilities or governmental ordinance to contain the outbreaks.
Any of these circumstances will result in material adverse impact on our business, financial
condition, results of operation, performance and prospects. A recurrence of SARS, COVID-19
epidemic or an outbreak of any other epidemics in China, such as the H5N1 avian flu or the human
swine flu, especially in the cities where we have operations, may result in material disruptions to our
property development and our sales and marketing, which in turn may adversely affect our financial
condition and results of operations.

We cannot guarantee the accuracy of facts, forecasts and other statistics with respect to China,
the PRC economy, the PRC real estate industry and the selected PRC regional data contained in
this offering memorandum

Facts, forecasts and other statistics in this offering memorandum relating to China, the PRC
economy, the PRC real estate industry and the selected PRC regional data have been derived from
various official or other publications available in China and may not be consistent with other
information compiled within or outside China. However, we cannot guarantee the quality or
reliability of such source materials. They have not been prepared or independently verified by us, the
Joint Lead Managers or any of our or their affiliates or advisors (including legal advisors), or other
participants in this offering and, therefore, we make no representation as to the accuracy of such
facts, forecasts and statistics. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice, these facts, forecasts and
statistics in this offering memorandum may be inaccurate or may not be comparable to facts,
forecasts and statistics produced with respect to other economies. Further, we cannot assure you that
they are stated or compiled on the same basis or with the same degree of accuracy as in other
jurisdictions. Therefore, you should not unduly rely upon the facts, forecasts and statistics with
respect to China, the PRC economy, the PRC real estate industry and the selected PRC regional data
contained in this offering memorandum.

Risks Relating to the Notes

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

We are a holding company with no material operations. We conduct our operations through
our PRC subsidiaries. Our primary assets are loans to and ownership interests in our PRC
subsidiaries, which are held through the Subsidiary Guarantors and certain Non-Guarantor
Subsidiaries and may be held by certain JV Subsidiary Guarantors in the future. The Subsidiary
Guarantors do not and the JV Subsidiary Guarantors (if any) may not have material operations. The
Notes, however, will not be guaranteed by any of our current or future PRC subsidiaries, or by
certain other Non-Guarantor Subsidiaries, and the shares of such Non-Guarantor Subsidiaries will
not be pledged for the benefit of the holders of the Notes. Accordingly, our ability to pay principal
and interest on the Notes and the ability of the Subsidiary Guarantors and JV Subsidiary
Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or JV Subsidiary
Guarantees (if any), as the case may be, will depend upon our receipt of principal and interest
payments on intercompany loans and distributions of dividends from our operating subsidiaries in
the PRC.

Creditors, including trade creditors, of our PRC subsidiaries and other Non-Guarantor

Subsidiaries and any holders of preferred shares in such entities will have a claim on such Non-
Guarantor Subsidiaries’ assets prior to the claims of holders of the Notes. As a result, our payment
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obligations under the Notes will be effectively subordinated to all existing and future obligations of
our Non-Guarantor Subsidiaries (including obligations of our Non-Guarantor Subsidiaries under
guarantees issued in connection with our business), and all claims of creditors of our Non-Guarantor
Subsidiaries will have priority as to the assets of such entities over our claims and those of our
creditors, including the holders of the Notes. As of June 30, 2021, our Non-Guarantor Subsidiaries
had total borrowings in the amount of RMB39,589.9 million (US$6,131.7 million), capital
commitments of approximately RMBS§,159.6 million (US$1,263.8 million) and contingent
liabilities of approximately RMB47,960.2 million (US$7,248.1 million) arising from guarantees.
The Notes and our other senior notes permit our subsidiaries to incur additional indebtedness or
issue additional guarantees, subject to certain limitations. In addition, our secured creditors or those
of any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) will have priority as to our assets
or the assets of such Subsidiary Guarantor or JV Subsidiary Guarantor (if any) securing the related
obligations over claims of the holders of the Notes.

Under the terms of the Notes, a Subsidiary Guarantor that sells or issues more than 20% of the
Capital Stock of such Subsidiary Guarantor to a third party may be able to release the pledge of the
Capital Stock by us or any Subsidiary Guarantor over the shares of such Subsidiary Guarantor, as
long as the consolidated assets of all Restricted Subsidiaries organized outside the PRC (other than
Exempted Subsidiaries and Listed Subsidiaries) that are not Subsidiary Guarantors or JV Subsidiary
Guarantors do not account for more than 20% of our total assets.

Moreover, under the terms of the Notes, a Subsidiary Guarantee required to be provided by a
subsidiary of the Company under the terms of the Notes may be replaced by a limited-recourse
guarantee (a “JV Subsidiary Guarantee”) following the sale or issuance to a third party of a no less
than 20% equity interest in such subsidiary or its direct or indirect majority shareholders (subject to
the satisfaction of certain conditions). Recovery under a JV Subsidiary Guarantee is limited to an
amount equal to our proportional interest in the issued share capital of such Subsidiary Guarantor
multiplied by the fair market value of the total assets in such JV Subsidiary Guarantor and its
subsidiaries, on a consolidated basis, as of the date of the last fiscal year-end of the Company. As a
result, the amount that may be recovered by the Trustee pursuant to a JV Subsidiary Guarantee
(compared to a Subsidiary Guarantee) is reduced, which in turn may affect your ability to recover
any amounts due under the Notes.

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

In certain circumstances, the Trustee may request holders of the Notes to provide an indemnity
and/or security and/or pre-funding to its satisfaction before it will take actions and/or steps and/or
institutes proceedings on their behalf. The Trustee will not be obliged to take any such actions and/
or steps and/or institutes proceedings if not indemnified and/or secured and/or pre-funded to its
satisfaction. Negotiating and agreeing to an indemnity and/or security and/or pre-funding 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 and/or steps and/or institutes proceedings, notwithstanding the provision of an
indemnity or security and/or pre-funding to it, in breach of the terms of the Indenture (as
subsequently supplemented and/or amended) governing the Notes 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 and/or steps and/or institutes proceedings directly.
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We have substantial indebtedness and may incur substantial additional indebtedness in the future,
which could adversely affect our financial health and our ability to generate sufficient cash to
satisfy our outstanding and future debt obligations

We have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. As of June 30, 2021, our total interest-bearing bank and other borrowings was
RMB80,793.7 million (US$12,513.3 million).

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

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

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

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

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

) increase the cost of additional financing.

In the future, we may from time to time incur substantial additional indebtedness and
contingent liabilities. Although the indentures governing the Notes and other senior notes restrict us
and our Restricted Subsidiaries from incurring additional debt and contingent liabilities, these
restrictions are subject to important exceptions and qualifications. Under the Indenture and the
indentures governing the Existing Notes, our ability to incur additional debt is subject to limitation
on indebtedness and preferred stock covenant. Under such covenant, we may incur (i) certain
Permitted Indebtedness or (ii) additional indebtedness if we can, among other things satisfy the
Fixed Charge Coverage Ratio. The Fixed Charge Coverage Ratio is derived by dividing
Consolidated EBITDA by Consolidated Fixed Charges. Because our definition of Consolidated
Net Income (which is a significant component of Consolidated EBITDA) for the Notes includes our
unrealized gains on valuation adjustments on our investment properties, our Consolidated EBITDA
and therefore our ability to incur additional debt under such covenant could be substantially larger
when compared to other similarly situated PRC senior notes issuers whose covenants do not
typically include such unrealized gains in the definition of Consolidated Net Income. In addition,
because our definition of Consolidated Interest Expense for the Notes excludes the interest expense
on indebtedness of third parties that we guarantee (except to the extent that such interest expense 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. If our non-guarantor subsidiaries
(including our PRC subsidiaries) incur additional debt, the ratings assigned to the Notes by any
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rating agency may be adversely affected, which could adversely affect the market price of the Notes.
See “—The ratings assigned to the Notes and our corporate ratings may be lowered or withdrawn in
the future.”

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. If we are unable to service our
indebtedness, 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 indentures governing the Notes and the Existing Notes prohibit us from
incurring additional indebtedness unless (i) we are able to satisfy certain financial ratios or (ii) we are
able to incur such additional indebtedness pursuant to any of the exceptions to the financial ratios
requirements, and meet any other applicable restrictions. Our ability to meet our financial ratios
may be affected by events beyond our control. We cannot assure you that we will be able to meet
these ratios. Certain of our other financing arrangements also impose operating and financial
restrictions on our business. See “Description of Material Indebtedness and Other Obligations.”
Such restrictions in such indentures and our other financing arrangements may negatively affect our
ability to react to changes in market conditions, take advantage of business opportunities, obtain
future financing, fund required capital expenditures, or withstand a continuing or future downturn
in our business. 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:

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

° 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
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° 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 has become payable by the Company or a
Restricted Subsidiary.

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.

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

If we are unable to comply with the restrictions and covenants in our debt agreements or the
indentures governing our senior notes, there could be a default under the terms of these agreements
or such indentures, in which event the holders of the debt could terminate their commitments to lend
to us, accelerate repayment of the debt and declare all amounts borrowed due and payable or
terminate such agreements. Furthermore, some of our debt agreements, contain cross-acceleration or
cross-default provisions. As a result, our default under one debt agreement may cause the
acceleration of repayment of the debt, or result in a default under our other debt agreements. If any
of these events occur, we cannot assure you that our assets and cash flow will be sufficient to repay in
full all of our indebtedness, or that we will be able to find alternative financing on terms that are
favorable or acceptable to us, or at all.

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, among others, 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 their respective articles of association, applicable laws and restrictions
contained in the debt instruments of such subsidiaries. In addition, if any of our subsidiaries raises
capital by issuing equity securities to third parties, dividends declared and paid with respect to such
securities would not be available to us to make payments on the Notes. Further, certain loan
agreements in relation to project loans obtained by our PRC subsidiaries from PRC lender banks
contain provisions that restrict or prohibit the payment or declaration of dividends or distributions.
These restrictions could have a negative impact on the calculation of our EBITDA and could also
reduce the amounts that we receive from our subsidiaries, which would restrict our ability to meet
our payment obligations under the Notes and the ability of the Subsidiary Guarantors or JV
Subsidiary Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or JV
Subsidiary Guarantees, as the case may be. See “Description of Material Indebtedness and Other
Obligations.”
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PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations. Such profits differ from
profits determined in accordance with HKFRS in certain significant respects, including the use of
different bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to set
aside a portion of their after-tax profits according to PRC accounting standards and regulations to
fund certain reserves that are not distributable as cash dividends by their boards of directors. In
practice, our PRC project companies may pay dividends only after they have completed not only the
project development (at least the development of a phase or a stand-alone tower or building) and the
revenue recognition but also the required government tax clearance and foreign exchange
procedures. In addition, starting from January 1, 2008, dividends paid by our PRC subsidiaries to
their non-PRC parent companies will be subject to a 10% withholding tax, unless there is a tax treaty
between the PRC and the jurisdiction in which an overseas parent company is incorporated which
specifically exempts or reduces such withholding tax. Pursuant to a double-taxation treaty between
Hong Kong and the PRC, if a non-PRC parent company is a Hong Kong resident and directly holds
a 25% or more interest in the PRC enterprise, such withholding tax rate may be lowered to 5%. As a
result of such limitations, there could be timing limitations on payments from our PRC subsidiaries
to meet payments required by the Notes and there could be restrictions on payments required to
redeem the Notes at maturity or as required for any early redemption.

Furthermore, in practice, the market interest rate 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 sharcholder loans paid by our subsidiaries, therefore, are
likely to be lower than the interest rate for the Notes. Our PRC subsidiaries are also required to pay
a 10% (or 7% if the interest is paid to a Hong Kong resident) withholding tax on our behalf on the
interest paid under any shareholder loans. PRC regulations require approval by SAFE before any of
our non-PRC subsidiaries may make shareholder loans in foreign currencies to our PRC subsidiaries
and require that such loans be registered with SAFE. Prior to payment of interest and principal on
any such shareholder loan, the PRC subsidiaries must present evidence of payment of the
withholding tax on the interest payable on any such shareholder loan and evidence of registration
with SAFE, as well as any other documents that SAFE or its local branch may require.

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

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

Depending on land prices, sizes of projects and other factors, we may from time to time
consider developing property developments jointly with other PRC property developers. As a result,
we may need to make investments in joint ventures (including joint ventures in which we may own
less than a 50% equity interest) and such joint ventures may or may not be Restricted Subsidiaries
under the Indenture. Although the Indenture restricts us and our Restricted Subsidiaries from
making investments in Unrestricted Subsidiaries or minority-owned joint ventures, these restrictions
are subject to important exceptions and qualifications including, among others, that we may, subject
to certain conditions, make investments in any Unrestricted Subsidiaries and minority-owned joint
ventures primarily engaged in permitted business up to an aggregate amount equal to 25% of our
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total assets (of which, an aggregate amount equal to 5% of our total assets would not even be
required to satisfy certain financial ratio requirement). See paragraph (16) of the definition of
“Permitted Investment” in “Description of the Notes.”

The terms of the Notes permit us to pay substantial amount of dividends

We pay dividends to our shareholders or redeem our common stock from time to time. Under
the Indenture and the indentures governing the Existing Notes, any such dividend payment or
redemption will be a “Restricted Payment”, which could not be made unless we can, among other
things, satisfy the Fixed Charge Coverage Ratio. However, such restriction is subject to important
exceptions and qualifications. Under the terms of the Notes, we may pay dividends on our common
stock or redeem our common stock in an aggregate amount up to 50% of our consolidated profit for
the year without satisfying the Fixed Charge Coverage Ratio. With such an exception, we may be
able pay substantial amount of dividends or redeem a substantial amount of our common stock even
when we are highly leveraged, which may materially and adversely affect our ability to service our
indebtedness, including the Notes.

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

On May 23, 2007, the MOFCOM and the 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 H#E— 25 Jin i K 0 A1 i B 8 50K fs b 2 SE 3 LR BE A A48 1), which  was
amended in October 2015. On April 28, 2013, SAFE issued the Notice Regarding Promulgation of
Administrative Measures on Foreign Debt Registration (5544 )5 BH A 25 A0 M S 508 ST
%) 3 A, which became effective on May 13, 2013 and amended in May 2015 and contains an
appendix named the Operating Guidelines for Foreign Debt Registration Administration (YM& & 7T
BHLEEVESE5]). These notices indicate that SAFE would not process any foreign debt registration or
settlement of foreign exchange for foreign debt for foreign-invested enterprises in the real estate
sector that was approved by the local office of MOFCOM and registered with MOFCOM after June
1, 2007. Therefore, the proceeds of any offshore offering or other offshore financing that will be used
for land acquisitions and developments in China or otherwise deployed into our business in the PRC
can only be transferred to our PRC subsidiaries as equity investments and not as loans. Without
having the flexibility to transfer funds to PRC subsidiaries as loans, there can be no assurance that
the dividend payments from our PRC subsidiaries will be available on each interest payment date to
pay the interest due and payable under the Notes, or on the maturity date or any redemption date to
pay the principal of the outstanding Notes.

Fluctuations in the value of the Renminbi may adversely affect our business and the value of
distributions by our PRC subsidiaries

The Notes are denominated in U.S. dollars, while substantially all of our revenue is generated
by our PRC operating subsidiaries and is denominated in Renminbi. The value of the Renminbi
depends, to a large extent, on PRC domestic and international economic, financial and political
developments and PRC government policies, as well as the supply and demand in the local and
international markets. From 1999 to 2005, the conversion of the Renminbi into foreign currencies,
including the U.S. dollar and the Hong Kong dollar, was based on exchange rates set and published
daily by PBOC in light of the previous day’s inter-bank foreign exchange market rates in China and
the then current exchange rates on the global financial markets. The official exchange rate for the
conversion of the Renminbi into the U.S. dollar was largely stable until July 2005. On July 21, 2005,
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PBOC revalued the Renminbi by reference to a basket of foreign currencies, including the U.S.
dollar. As a result, the value of the Renminbi appreciated by more than 2% on that day. Since then,
PBOC has allowed the official Renminbi exchange rate to float against a basket of foreign
currencies. Further, from 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. In
June 2010, PBOC announced its intention to proceed with the reform of the Renminbi exchange rate
regime to increase flexibility and on April 16, 2012 the band was expanded to 1.0% and further
revised to 2.0% on March 17, 2014. On August 11, 2015, in order to improve the central parity
quotations of the Renminbi against the U.S. dollar, the PBOC authorised market-makers to provide
central parity quotations to the China Foreign Exchange Trading Center every day before the
opening of the interbank foreign exchange market with reference to the interbank foreign exchange
market closing rate of the previous day, the supply and demand for foreign exchange as well as
changes in major international currency exchange rates. Following this announcement, the Renminbi
depreciated against the U.S. dollar significantly. Throughout 2016, Renminbi experienced further
fluctuations in value against the U.S. dollar. These changes in currency policy resulted in the
Renminbi significantly appreciating against the U.S. dollar. The PRC government may adopt further
reforms of its exchange rate system, including making the Renminbi freely convertible in the future.
The Renminbi exchange rate could fluctuate widely against the U.S. dollar or any other foreign
currency in the future. Since our income and profits are denominated in Renminbi, any appreciation
of the Renminbi will increase the value of dividends and other distributions payable by our PRC
subsidiaries in foreign currency terms. Conversely, any depreciation of Renminbi will decrease the
value of dividends and other distributions payable by our PRC subsidiaries in foreign currency
terms. Fluctuation in the value of the Renminbi will also affect the amount of our foreign debt
service in Renminbi terms since we have to convert Renminbi into foreign currencies to service our
indebtedness in foreign currency and could adversely affect our financial condition and results of
operations because of our substantial U.S. dollar-denominated indebtedness and other obligations.
As of June 30, 2021, we had not entered into foreign exchange capped forward contracts and foreign
currency swap transactions with financial institutions to hedge the foreign exchange risk between
Hong Kong dollars and Renminbi. We may enter into hedging agreements in the future to manage
our exposure to foreign exchange rate risk as appropriate. There is no assurance that such
agreements could effectively hedge our foreign exchange rate risk.

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

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

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 Notes, the market
value of those Notes generally will not rise substantially above the price at which they can be
redeemed. This may also be the case prior to any redemption period. We may be expected to redeem
Notes when the current financing cost is lower than the interest rate on the Notes. In such case, a
Noteholder 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 reinvest 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.

We may be able to amend the date and price of optional redemption with the consent of holders of
not less than 75% in aggregate principal amount of the outstanding Notes

Under the terms of the Notes, we may amend the redemption date and/or price of any optional
redemption with the consent of holders of 75% in aggregate principal amount of the outstanding
Notes. This is quite different from terms of senior notes of other similarly situated PRC issuers. If we
obtain consent from holders of 75% or more in aggregate principal amount of the outstanding
Notes, the amended redemption date and/or price will be binding on all holders of the Notes,
including those who have not validly consented to the amendments proposed by us. The optional
redemption feature of the Notes may limit the market value of Notes. Potential investors should
consider reinvestment risk in light of other investments available at that time. See also “—Notes are
subject to optional redemption by us.” Accordingly, potential investors are cautioned as to the
potential adverse impact on market value of the Notes and the reinvestment risk in the future due to
our ability to amend the redemption date and/or price of any optional redemption under the Notes.

In addition, if any holder owns more than 50% in aggregate principal amount of the
outstanding Notes, such holder may approve certain amendments to the terms of the Notes, the
Indenture or the Security Documents. See “Description of the Notes—Amendments and Waivers—
Amendments with Consent of Holders.”

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

We must offer to purchase the Notes and the Existing Notes upon the occurrence of a Change
of Control Triggering Event, at a purchase price equal to 101% of the principal amount plus any
accrued and unpaid interest. See “Description of Material Indebtedness and Other Obligations.”

The source of funding for any such purchase would be our available cash or third-party

financing. However, we may not have enough available funds at the time of the occurrence of any
Change of Control Triggering Event to make such purchases. Our failure to make the offer to
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purchase or purchase the outstanding Notes and the Existing Notes would constitute an Event of
Default under such 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 is accelerated, we may not have sufficient funds to purchase
the Notes and the Existing Notes and repay the debt.

In addition, the definition of Change of Control Triggering Event 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, although these types of transactions could increase our indebtedness or otherwise
affect our capital structure or credit ratings. The definition of Change of Control Triggering Event
for purposes of the Indenture governing the Notes also includes a phrase relating to the sale of “all
or substantially all” of our assets. Although there is a body of case law, albeit limited, interpreting
the phrase “substantially all,” there is no precise established definition under applicable law.
Accordingly, our obligation to make an offer to purchase the Notes, and the ability of a holder of the
Notes to require us to purchase its Notes pursuant to the offer as a result of a highly leveraged
transaction or a sale of less than all of our assets, may be uncertain.

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

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

The insolvency laws of the Cayman Islands, China and other local insolvency laws applicable to us
may differ from U.S. bankruptcy law or those of another jurisdiction with which holders of the
Notes may be familiar

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

We may be unable to obtain and remit foreign exchange
Our ability to satisfy our obligations under the Notes depends solely upon the ability of our
subsidiaries in the PRC to obtain and remit sufficient foreign currency to pay dividends to us and to

repay shareholder loans. Our PRC subsidiaries must present certain documents to SAFE, its
authorized branch or a designated foreign exchange bank for approval before they can obtain and
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remit foreign currencies out of the PRC (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. Although under a regulation issued on July 10, 2007, we can no
longer make shareholder loans to our PRC subsidiaries, we have in the past made shareholder loans
to certain of our PRC subsidiaries to finance the property developments and land acquisitions that
they are currently undertaking. If any of our PRC subsidiaries 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 our existing shareholder loans, which may
affect our ability to satisfy our obligations under the Notes and other debts.

Our operations are restricted by the terms of the Notes, our other senior notes and debt

agreements, which could limit our ability to plan for or react to market conditions or to meet our

capital needs, which could increase your credit risk

The terms of the Notes and the Existing Notes and other debt agreements include a number of
significant restrictive covenants. These covenants restrict, among other things, our ability, and the
ability of certain of our Restricted Subsidiaries, to:

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

° declare dividends on their capital stock or purchase or redeem capital stock;

° make investments or other specified restricted payments;

° issue or sell capital stock of Restricted Subsidiaries;

° guarantee indebtedness of Restricted Subsidiaries;

° sell assets;

° create liens;

° enter into sale and leaseback transactions;

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

° enter into transactions with shareholders or affiliates; and

° effect a consolidation or merger.

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

compliance.

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

The Original Notes are listed on the Hong Kong Stock Exchange. The New Notes are a new

issue of securities for which there is currently no trading market. Application will be made to the
Hong Kong Stock Exchange for the listing of, and permission to deal in, the New Notes. We cannot
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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 or that the prices at which the New Notes will sell
in the market after this offering will not be lower than the initial offering price. In addition, the New
Notes may be allocated to a limited number of investors, in which case liquidity of the Notes may be
limited. Given holders of a significant percentage of the aggregate principal amount of the Notes will
have certain rights under the Indenture and the Notes, if a few investors purchase a significant
percentage of the Notes (including the New Notes), even if less than a majority, they will be able to
exercise such rights on behalf of all holders of the Notes and significantly influence the outcome of
the voting on matters related to the Notes. We have been advised that the Joint Lead Managers
intend to make a market in the New Notes, but the Joint Lead Managers are not obligated to do so
and may discontinue such market making activity at any time without notice. In addition, the New
Notes are being offered pursuant to exemptions from registration under the Securities Act and, as a
result, you will only be able to resell your New Notes in transactions that have been registered under
the Securities Act or in transactions which are not subject to or exempt from registration under the
Securities Act. See “Transfer Restrictions.” We cannot predict whether an active trading market for
the New Notes will develop or be sustained.

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

We have been assigned a long-term corporate credit rating of B1 by Moody’s Investors Service
with a stable outlook, B+ by Standard and Poor’s Rating Services with a stable outlook and a long-
term corporate rating of BB- by Fitch Ratings with a stable outlook. The Original Notes are rated
BB- by Fitch Ratings and we do not expect the ratings to change as a result of the issuance of the
New Notes. Such rating addresses our ability to perform our obligations under the terms of the
Notes and credit risks in determining the likelihood that payments will be made when due under the
Notes. A rating is not a recommendation to buy, sell or hold securities and may be subject to
revision, suspension or withdrawal at any time. We cannot assure you that the ratings will be
confirmed or that a rating will not be lowered or withdrawn entirely by the relevant rating agency if
in its judgment circumstances in the future so warrant. We have no obligation to inform holders of
the Notes of any such revision, downgrade or withdrawal. A suspension, reduction or withdrawal at
any time of the rating assigned to the Notes and our corporate ratings may adversely affect the
market price of the Notes.

Certain transactions that constitute “connected transactions” under the Listing Rules on the Hong
Kong Stock Exchange will not be subject to the “Limitation on Transactions with Shareholders
and Affiliates” covenant

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

65



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

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

The price and trading volume of the Notes may be highly volatile. Factors such as variations in
our revenues, earnings and cash flows and proposals for new investments, strategic alliances and/or
acquisitions, interest rates, fluctuations in price for comparable companies and 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.

There may be less publicly available information about us than is available in certain other
Jurisdictions

There may be less publicly available information about companies listed in Hong Kong than is
regularly made available by public companies in certain other countries. In addition, our financial
statements are prepared and presented in accordance with HKFRS, which may differ in certain
significant respects from generally accepted accounting principles in other jurisdictions which may in
turn be material to the financial information contained in this offering memorandum. In making an
investment decision, you must rely upon your own examination of us, the terms of the offering and
our financial information. You should consult your own professional advisers for an understanding
of the differences between HKFRS and any other generally accepted accounting principles and how
those differences might affect the financial information contained in this offering memorandum.

We will follow the applicable corporate disclosure standards for debt securities listed on the Hong
Kong Stock Exchange, which standards may be different from those applicable to debt securities
listed in certain other countries

We will be subject to reporting obligations in respect of the Notes to be listed on the Hong
Kong Stock Exchange. The disclosure standards imposed by the Hong Kong Stock Exchange may be
different than those imposed by securities exchanges in other countries or regions such as Singapore.
As a result, the level of information that is available may not correspond to what investors in the
Notes are accustomed to.
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The New Notes will initially be held in book entry form, and therefore you must rely on the
procedures of the relevant clearing systems to exercise any rights and remedies

The New Notes will initially only be issued in global certificated form and held through
Euroclear and Clearstream. Interests in the global notes will trade in book-entry form only, and New
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 New Notes. Payments of principal, interest and other amounts
owing on or in respect of the global notes representing the New 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 notes representing
the New Notes and credited by such participants to indirect participants. After payment to 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, and
if you are not a participant in 