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

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

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER 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
INTHE ATTACHED DOCUMENT HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT
OF 1933, AS AMENDED (THE “U.S. SECURITIES ACT”) OR UNDER ANY SECURITIES LAWS OF ANY STATE OR OTHER
JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED, SOLD, RESOLD TRANSFERRED OR DELIVERED
DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES.

THE FOLLOWING OFFERING MEMORANDUM MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON
AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS UNAUTHORIZED. FAILURE TO COMPLY WITH
THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING
RESTRICTIONS, YOU ARE NOT AUTHORIZED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE SECURITIES
DESCRIBED HEREIN.

CONFIRMATION AND YOUR REPRESENTATION: IN ORDER TO BE ELIGIBLE TO VIEW THE ATTACHED DOCUMENT,
YOU MUST COMPLY WITH THE FOLLOWING PROVISIONS. YOU HAVE BEEN SENT THE ATTACHED DOCUMENT ON
THE BASIS THAT YOU HAVE CONFIRMED TO DEUTSCHE BANK AG, SINGAPORE BRANCH, GUOTAI JUNAN
SECURITIES (HONG KONG) LIMITED, CREDIT SUISSE (HONG KONG) LIMITED, UBS AG HONG KONG BRANCH,
HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED, CHINA CITIC BANK INTERNATIONAL LIMITED,
CITIGROUP GLOBAL MARKETS LIMITED, BARCLAYS BANK PLC, BNP PARIBAS, THE BANK OF EAST ASIA, LIMITED
AND CMBC SECURITIES COMPANY LIMITED (COLLECTIVELY “THE INITIAL PURCHASERS”) 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 U.S. SECURITIES ACT (“REGULATION S”), IN COMPLIANCE WITH REGULATION S; AND (IT) CONSENT TO
DELIVERY BY ELECTRONIC TRANSMISSION.

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

MiFID II product governance/Professional investors and ECPs only target market — The target market assessment in respect of the Notes
by certain proposed distributors in the EEA of the offering, solely for the purpose of MiFID II and its product governance determination
under Article 10 of Delegated Directive (EU) 2017/593, has led to the conclusion that: (i) the target market for the Notes is eligible
counterparties and professional clients only, each as defined in MiFID II; and (ii) all channels for distribution of the Notes to eligible
counterparties and professional clients are appropriate. Any distributor subject to MIiFID II subsequently offering, selling or
recommending the Notes is responsible for undertaking its own target market assessment in respect of the Notes and determining its
own distribution channels.

PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes are not intended to be offered, sold or otherwise made
available to and should not be offered, sold or otherwise made available to any retail investor in the European Economic Area (the
“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article
4(1) of Directive 2014/65/EU, as amended (“MiFID II”); or (ii) a customer within the meaning of Directive (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
I1. Consequently no key information document required by Regulation (EU) No 1286/2014, as amended (the “PRIIPs Regulation™) for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has been prepared and therefore offering or
selling the Notes or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

PROHIBITION OF SALES TO UNITED KINGDOM RETAIL INVESTORS - The Notes are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail investor in the United Kingdom (the
“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 (the “EUWA™); (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 the Insurance Distribution Directive, 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 the PRIIPs Regulation as it forms part of domestic law by virtue of the
EUWA (the “UK PRIIPs Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in the UK
has been prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor in the UK may be
unlawful under the UK PRIIPs Regulation.

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

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

You are responsible for protecting against viruses and other destructive items. Your use of this e-mail is at your own risk and it is your
responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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(Incorporated in the Cayman Islands with limited liability)

US$300,000,000
4.5% Senior Notes due 2028
Issue Price: 100%

Our 4.5% Senior Notes due 2028 (the “Notes™) will bear interest from January 13, 2021 at 4.5% per annum payable semi-annually in arrears on January 13 and
July 13 of each year, commencing July 13, 2021. The Notes will mature on January 13, 2028.

The Notes are senior obligations of Logan Group Company Limited (the “Company”), guaranteed by certain of our existing subsidiaries (the “Subsidiary
Guarantors”), other than (i) those organized under the laws of the PRC and (ii) certain other subsidiaries specified in the section entitled “Description of the Notes.” We
refer to the guarantees by the Subsidiary Guarantors as Subsidiary Guarantees. Under certain circumstances and subject to certain conditions, a Subsidiary Guarantee
required to be provided by a subsidiary of us 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 January 13, 2025, at 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 January 13,
2025, we may redeem up to 35% of the aggregate principal amount of the Notes with the net cash proceeds of one or more sales of common stock of the Company in an
equity offering at a redemption price of 104.5% of the principal amount of the Notes redeemed, plus accrued and unpaid interest, if any, to (but not including) the
redemption date. We may at our option redeem the Notes, in whole but not in part, at any time prior to January 13, 2025, at a redemption price equal to 100% of the
principal amount of the Notes redeemed plus a premium as set forth in this offering memorandum. Upon the occurrence of a Change of Control Triggering Event (as
defined in the indenture governing the Notes (the “Indenture”)), we must make an offer to repurchase all Notes outstanding at a purchase price equal to 101% of their
principal amount, plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes will be (i) senior in right of payment to any of our existing and future obligations expressly subordinated in right of payment to the Notes, (ii) at least
pari passu in right of payment against us with the Existing Pari Passu Notes (as defined below) and respect to all of our other unsecured and unsubordinated
indebtedness (subject to any priority rights of such unsecured and unsubordinated indebtedness pursuant to applicable law), (iii) effectively subordinated to the secured
obligations of the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors (if any), to the extent of the value of the assets serving as security therefor,
and (iv) effectively subordinated to all existing and future obligations of the Non-Guarantor Subsidiaries (as defined below) (including, without limitation, the Existing
Notes (other than the Existing Pari Passu Notes) and other Indebtedness Guaranteed by Designated Non-Guarantors). In addition, applicable law may limit the
enforceability of the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any). See the section entitled “Risk Factors—Risks relating to the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

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

Imestmg in the Notes involves risks. Furthermore, investors should be aware that the Notes are guaranteed by Subsidiary Guarantors which do not currently have
significant operations and certain Subsidiary Guarantees may in some cases be replaced by limited-recourse guarantees and that there are various other risks relating to the
Notes, the Company and its subsidiaries, their business and their jurisdictions of operations which investors should familiarize themselves with before making an investment in
the Notes. See the section entitled “Risk Factors” beginning on page 13 and particularly pages 52 for risks relating to the Subsidiary Guarantees and the JV Subsidiary
Guarantees.

The Notes are expected to be rated “BB” by Fitch Ratings (“Fitch”) and “BBB-" by Lianhe Ratings Global Limited (“Lianhe Global”). The rating does not
constitute a recommendation to buy, sell or hold the Notes and may be subject to suspension, reduction or withdrawal at any time by Fitch and Lianhe Global.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange™) for the listing of the 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 confirms that the Notes are intended for
purchase by Professional Investors only and will be listed on the Hong Kong Stock Exchange on that basis. Accordingly, the Company confirms that the Notes are not
appropriate as an investment for retail investors in Hong Kong. Investors should consider carefully 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 disclaimer and
responsibility statements, and a statement 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 Company, 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.

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 “U.S. Securities Act”), and may not be offered or sold within the United States. The Notes are being offered and sold by the Initial Purchasers
(as defined in this offering memorandum) only outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act (“Regulation

S”). For a description of certain restrictions on resale or transfer, see the section entitled “Transfer Restrictions.”

h reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by Enterprises (12 % 5§ J& 2 5 72 B it
Wﬂi—ﬁ;ﬁﬁ'ﬂ?l‘%ﬁém ] HH 4 A 4 HT) (the “NDRC Notice”) promulgated by National Development and Reform Commission (the “NDRC”) of the PRC on
September 14, 2015 which came into effect on the same day, we have registered the issuance of the Notes with the NDRC and obtained a certificate from the NDRC
dated September 3, 2020 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 working days after the issue date of the Notes.

It is expected that the delivery of the Notes will be made on or about January 13, 2021 through the book-entry facilities of Euroclear Bank SA/NV
(“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) against payment therefor in 1mmed1alely available funds.

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

Deutsche Bank ~ CUOtdi Juman o b G ise UBS Haitong  — China CITIC Bank
International International International
The Bank of East Asia,

Citigroup Barclays BNP PARIBAS Limited

CMBC Capital

The date of this offering memorandum is January 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.

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

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



PROHIBITION OF SALES TO UNITED KINGDOM RETAIL INVESTORS — The Notes
are not intended to be offered, sold or otherwise made available to and should not be offered, sold or
otherwise made available to any retail investor in the United Kingdom (the “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 (the “EUWA™); (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 the Insurance Distribution Directive, 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
the PRIIPs Regulation as it forms part of domestic law by virtue of the EUWA (the “UK PRIIPs
Regulation”) for offering or selling the Notes or otherwise making them available to retail investors in
the UK has been prepared and therefore offering or selling the Notes or otherwise making them
available to any retail investor in the UK may be unlawful under the UK PRIIPs Regulation.

IN CONNECTION WITH THIS OFFERING, ANY JOINT LEAD MANAGER (OTHER
THAN CHINA CITIC BANK INTERNATIONAL LIMITED), APPOINTED AND ACTING IN
ITS CAPACITY AS A STABILIZATION MANAGER OR ANY PERSON ACTING FOR THEM
MAY PURCHASE AND SELL THE NOTES IN THE OPEN MARKET. THESE
TRANSACTIONS MAY, TO THE EXTENT PERMITTED BY APPLICABLE LAWS AND
REGULATIONS, INCLUDE SHORT SALES, STABILIZING TRANSACTIONS AND
PURCHASES TO COVER POSITIONS CREATED BY SHORT SALES. THESE ACTIVITIES
MAY STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE MARKET PRICE OF THE
NOTES. AS A RESULT, THE PRICE OF THE NOTES MAY BE HIGHER THAN THE PRICE
THAT OTHERWISE MIGHT EXIST IN THE OPEN MARKET. IF THESE ACTIVITIES ARE
COMMENCED, THEY MAY BE DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT
BE BROUGHT TO AN END AFTER A LIMITED TIME. THESE ACTIVITIES WILL BE
UNDERTAKEN SOLELY FOR THE ACCOUNT OF THE STABILIZATION MANAGER, AND
NOT FOR US OR ON OUR BEHALF.

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

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

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



This offering memorandum includes particulars given in compliance with the Rules Governing
the Listing of Securities on the Hong Kong Stock Exchange for the purpose of giving information
with regard to the Company, 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
confirm, having made all reasonable enquiries, that to the best of their knowledge and belief there
are no other facts the omission of which would make any statement herein misleading.

No representation or warranty, express or implied, is made or given by Deutsche Bank AG,
Singapore Branch, Guotai Junan Securities (Hong Kong) Limited, Credit Suisse (Hong Kong)
Limited, UBS AG Hong Kong Branch, Haitong International Securities Company Limited, China
CITIC Bank International Limited, Citigroup Global Markets Limited, Barclays Bank PLC, BNP
PARIBAS, The Bank of East Asia, Limited and CMBC Securities Company Limited (“The Initial
Purchasers”), Citicorp International Limited (the “Trustee”), Citibank, N.A., London Branch (the
“Paying Agent,” the “Transfer Agent” and the “Registrar,” and collectively, the “Agents”) or any of
their respective affiliates or advisors as to the accuracy, completeness or sufficiency of the
information set forth herein, and nothing contained in this offering memorandum is, or should be
relied upon as, a promise, representation or warranty, whether as to the past or the future. None of
the Initial Purchasers, the Trustee or the Agents has independently verified any of the information
contained in this offering memorandum or can give any assurance that this information is accurate,
truthful or complete. To the fullest extent permitted by law, none of the Initial Purchasers accept any
responsibility for the contents of this offering memorandum or for any other statement, made or
purported to be made by the Initial Purchasers or on its behalf in connection with the Company, the
Subsidiary Guarantors, or the issue and offering of the Notes.

The Initial Purchasers accordingly disclaim all and any liability whether arising in tort or
contract or otherwise (saved as referred to above) which it might otherwise have in respect of this
offering memorandum or any such statement.

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

The 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 (the “SEC”), any
state securities commission in the United States or any other United States regulatory authority, nor
have any of the foregoing authorities passed upon or endorsed the merits of the offering or the accuracy
or adequacy of this offering memorandum. Any representation to the contrary is a criminal offense in
the United States.
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We are not, and the Initial Purchasers are not, making an offer to sell the 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
securities, including the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if
any), may in certain jurisdictions be restricted by law. Persons into whose possession this offering
memorandum comes are required by us and the Initial Purchasers to inform themselves about and to
observe any such restrictions. For a description of the restrictions on offers, sales and resales of the
securities, including the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if
any), and distribution of this offering memorandum, see the section entitled “Transfer Restrictions”
and “Plan of Distribution” below.

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

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

Notification under Section 309B(1)(c) of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”) — the Issuer has determined, and hereby notifies all relevant persons (as
defined in Section 309A(1) of the SFA), that the Notes are prescribed capital markets products (as
defined in the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore)
and Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

We have prepared this offering memorandum using a number of conventions, which you should
consider when reading the information contained herein. When we use the terms “we,” “us,” “our,”
the “Company,” the “Group” and words of similar import, we are referring to Logan Group

Company Limited itself and its consolidated subsidiaries, as the context requires.

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

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

We record and publish our financial statements in Renminbi. Unless otherwise stated in this
offering memorandum, all translations from Renminbi amounts to U.S. dollar amounts were made
at the rate of RMB7.0651 to US$1.00, the noon buying rate in New York City for cable transfers
payable in Renminbi as certified for customs purposes by the Federal Reserve Bank of New York on
June 30, 2020 and all translations from H.K. dollar amounts into U.S. dollar amounts were made at
the rate of HK$7.7501 to US$1.00, the noon buying rate in New York City for cable transfers
payable in H.K. dollars as certified for customs purposes by the Federal Reserve Bank of New York
on June 30, 2020. All such translations in this offering memorandum are provided solely for your
convenience and no representation is made that the Renminbi amounts referred to herein have been,
could have been or could be converted into U.S. dollars or H.K. dollars, or vice versa, at any
particular rate, or at all. All amounts converted into U.S. dollars contained in this offering
memorandum are unaudited and for reference purposes only. For further information relating to the
exchange rates, see the section entitled “Exchange Rate Information.”

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

References to “April 2018 S§ Notes™ are to our 6.125% Senior Notes due 2021 issued on April
16, 2018.

References to “April 2018 US$ Notes” are to our 6.875% Senior Notes due 2021 issued on
April 24, 2018 in the aggregate principal amount of US$300 million (the “Original April 2018 US$
Notes”) and further issued on May 30, 2018 in the aggregate principal amount of US$100 million
(the “Additional April 2018 US§ Notes,” which were consolidated and formed a single series with
the Original April 2018 USS$ Notes).



References to “August 2018 Notes” are to our 7.5% Senior Notes due 2021 issued on August
27, 2018.

References to “average selling price” or “ASP” are to the average selling price on a gross basis,
unless otherwise stated.

References to “CAGR” are to the compound annual growth rate.

References to “commercial property(ies)” are to the property(ies) designated for commercial
use.

References to “completion certificate” are to the construction works completion inspection
certificate (55 /& 5 TR TBRUHE % 35) issued by local urban construction bureaux or equivalent
authorities in China with respect to the completion of property projects subsequent to their on-site
examination and inspection.

References to ‘“construction commencement permit” are to the construction works
commencement permit (EZE TRl T.#F I #) issued by local construction bureaux or equivalent
authorities in China with respect to commencement of construction works.

References to “construction land planning permit” are to the construction land planning permit
(% F Hb K B 55 7] #8) issued by local urban zoning and planning bureaux or equivalent authorities
in China with respect to planning of construction land.

References to “construction works planning permit” are to the construction works planning
permit (% LRI B FFrI#%) issued by local urban zoning and planning bureaux or equivalent
authorities in China with respect to planning of construction works.

References to “Corporate Bonds™ are to our Public Corporate Bonds and Private Corporate
Bonds, collectively.

References to “December 2014 Notes” are to our 9.75% Senior Notes due 2017 issued on
December 8, 2014, which have been repaid in full upon maturity.

References to “December 2017 Notes” are to our 5.375% Senior Notes due 2018 issued on
December 4, 2017 with an aggregate principal amount of US$200 million, which matured and were
fully repaid on December 3, 2018.

References to “December 6 2018 Notes” are to our 6.95% Senior Notes due 2020 with an
aggregate principal amount of US$80 million issued on December 6, 2018, which matured and were
fully repaid on June 6, 2020.

Reference to “December 12 2018 Notes” are to our 8.75% senior notes due 2020 in an
aggregate principal amount of US$370 million issued on December 12, 2018, which matured and
were fully repaid on December 12, 2020.

References to “December 2020 Notes™ are to our 4.85% senior notes due 2026 in an aggregate
principal amount of US$300 million issued on December 14, 2020.

References to “Existing Notes™ are to our January 2017 Notes, May 2017 Notes, March 2018
Notes, April 2018 S$ Notes, April 2018 US$ Notes, August 2018 Notes, February 2019 Notes, July
2019 Notes, September 2019 Notes, January 2020 Notes, September 2020 Notes, October 2020 Notes
and December 2020 Notes collectively.

References to “Existing Pari Passu Notes™ are to the February 2019 Notes, the July 2019 Notes,

the September 2019 Notes, the January 2020 Notes, September 2020 Notes, October 2020 Notes and
December 2020 Notes.
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References to “February 2019 Notes” are to our 7.5% senior notes due 2022 in an aggregate
principal amount of US$300 million issued on February 25, 2019.

References to “GDP” are to the gross domestic product.

References to “GFA” are to the gross floor area; references to “leasable GFA” are to the GFA
attributable to the land parcel for leasing and investment appreciation purposes; references to
“saleable GFA” are to the GFA attributable to the land parcel for sale minus the GFA attributable
to car parks, non-saleable areas and public areas; references to “total GFA” are to the GFA
attributable to the above-ground and underground saleable and/or leasable area contained within
the external walls of any building at each floor level and the whole thickness of the external walls of
the relevant project together with other non-leasable and non-saleable area and it generally includes
mechanical and electrical services rooms, refuse rooms, water tanks, car parks, elevators and
staircases. The figures for GFA are based on figures provided in or estimates based on relevant
governmental documents, such as property ownership certificates, construction works planning
permits, pre-sale permits, construction land planning permits, completion certificates, land use rights
certificates or other relevant documents and includes saleable areas, non-saleable areas, car parks
and public areas.

References to “Great Bay Area” are to an integrated economic and business hub in the PRC,
including the cities of Hong Kong, Macau, Guangzhou, Zhuhai, Foshan, Zhongshan, Dongguan,
Huizhou, Jiangmen, Zhaoqing and Shenzhen.

References to “January 2016 Notes” are to our 7.70% Senior Notes due 2020 issued on January
19, 2016, which we fully redeemed in August 2019.

References to “January 2017 Notes” are to our 5.75% Senior Notes due 2022 issued on January
3, 2017 in an aggregate principal amount of US$200 million (the “Original January 2017 Notes”) and
further issued on January 9, 2019 in the aggregate principal amount of US$50 million (the
“Additional January 2017 Notes,” which were consolidated and formed a single series with the
Original January 2017 Notes).

References to “January 2020 Notes” are to our 5.75% senior notes due 2025 issued on January
14, 2020.

References to “July 2019 Notes” are to our 6.5% Senior Notes due 2023 issued on July 16,
2019.

References to “June 2014 Notes” are to our 11.25% Senior Notes due 2019 issued on June 4,
2014, which we fully redeemed in June 2017.

ERINAS

References to “land bank,” “development projects,” “property projects” or “projects” refer to
our property projects with land for which we have obtained land-use rights and property projects for
which we have not obtained land-use rights but have entered into the land grant contracts or received
successful tender auction confirmations.

References to “land grant contract” are to the state-owned land use right grant contract (B{&
+ i B 58 5 R]) between a land user and the relevant PRC governmental land administrative
authorities.

References to “land use rights certificate” are to the state-owned land use rights certificate ([
A T HfF F#) or real property rights certificate (ANH)ERERE), a certificate (or certificates, as the
case may be) of the right of a party to use a parcel of land.

References to “LAT” are to the land appreciation tax, as defined in the PRC Provisional

Regulations on Land Appreciation Tax ({2 A RAEAE + BB 176:451)) of 1994 and its
implementation rules.

vil



References to “Logan Construction” are to Logan Construction Co., Ltd. (FE)Yt TFEE A R
/A +l), a non-wholly owned subsidiary of ours established in the PRC on March 22, 2005.

References to “Logan Real Estate” are to Logan Real Estate Holdings Co., Ltd. (HE Yt 2= By
AR/ F]), a company established in the PRC on May 15, 2003 and one of our predecessors.

References to “March 2018 Notes” are to our 6.375% Senior Notes due 2021 issued on March
7, 2018.

References to “May 2017 Notes” are to our 5.25% Senior Notes due 2023 issued on May 23,
2017.

References to “November 2017 Notes” are to our 5.125% Senior Notes due 2018 issued on
November 3, 2017 with an aggregate principal amount of US$256 million, which have become
matured and been fully repaid on November 2, 2018.

References to “October 2020 Notes™ are to our 5.25% Senior Notes due 2025 in an aggregate
principal amount of US$300 million issued on October 19, 2020.

References to “plot ratio” are to the ratio of the GFA (excluding floor area below ground) of
all buildings to their site area.

References to “pre-sale permit” are to the commodity property pre-sale permit (74 it 75 78 & #F
AJ#) issued by a local housing and building administrative bureau or an equivalent authority with
respect to pre-sale of the relevant properties.

References to “Public Corporate Bonds™ are to a series of public corporate bonds issued by
Shenzhen Logan in an aggregate principal amount of RMB12.4 billion (US$1.8 billion) to qualified
investors in tranches with a tenor of four to five years and at a coupon rate of 4.69% to 5.50% per
annum.

References to “property ownership certificate” are to the property ownership certificate (J5 /&
Jii 45 HERE) issued by relevant PRC government authorities with respect to the ownership rights of
buildings.

References to “Private Corporate Bonds” are to a series of private corporate bonds issued by

Shenzhen Logan in an aggregate principal amount of RMB7.5 billion (US$1.1 billion) to qualified
investors in tranches with a tenor of three to five years and at a coupon rate of 4.69% to 6.5% per
annum.
References to “public tender,” “auction,” or “listing-for-sale” are to the public tender, auction
or listing at a land exchange administered by the local government, each of which is a competitive
bidding process through which a purchaser acquires land use rights directly from the PRC
government.

References to “September 2019 Notes” are to our 6.9% Senior Notes due 2024 in an aggregate
principal amount of US$100 million issued on September 9, 2019 (the “Original September 2019
Notes™) and further issued on January 17, 2020 in the aggregate principal amount of US$180 million
(the “Additional September 2019 Notes,” which were consolidated and formed a single series with
the Original September 2019 Notes).

References to “September 2020 Notes” are to our 4.25% Senior Notes due 2024 in an aggregate
principal amount of US$100 million issued on September 17, 2020.

References to “share” are to, unless the context indicates otherwise, an ordinary share, with a
nominal value of HK$0.10, in our share capital.
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References to “Shenzhen Logan™ are to Shenzhen Logan Holding Co, Ltd., our wholly owned
PRC subsidiary, formerly known as Shenzhen Youkaisi Investment Co., Ltd.

)

References to “sq.km.” are to square kilometers.

References to “sq.m.” are to square meters.

The site area information for an entire project is based on the relevant land use rights
certificates, land grant contracts, tender documents, or other relevant agreements, depending on
which documents are available. If more than one documents is available, such information is based
on the most recent document available.

In this offering memorandum, unless the context otherwise requires, all references to
“Affiliate” are to person or entity directly or indirectly controlled by, or under the direct or
indirect common control of, another person or entity; all references to “subsidiary” are used with the
meaning ascribed to it in the Listing Rules, which includes: (i) a “subsidiary undertaking™ as defined
in the twenty-third schedule to the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)
(the “Companies Ordinance”), (ii) any entity which is accounted for and consolidated in the
consolidated accounts of another entity as a subsidiary pursuant to HKFRS or International
Financial Reporting Standards, as applicable, and (iii) any entity which will, as a result of
acquisition of its equity interest by another entity, be accounted for and consolidated in the next
consolidated accounts of such other entity as a subsidiary pursuant to HKFRS or International
Financial Reporting Standards, as applicable; all references to “associate” are used with the meaning
ascribed thereto under the Listing Rules, which includes: (i) in relation to an individual, his spouse
and children under the age of 18, certain trustees, his or his family holding companies, as well as
companies over which he, his family, trustee interests and holding companies exercise at least 30%
voting power, (ii) in relation to a company, its subsidiaries, its holding companies, subsidiaries of
such holding companies, certain trustees, as well as companies over which such company and its
subsidiaries, trustee interests, holding companies and subsidiaries of such holding companies
together exercise at least 30% voting power and (iii) in the context of connected transactions, certain
connected persons and enlarged family members of a director of our Company, chief executive or
substantial shareholder of a listed issuer; and all references to “controlling shareholder” are used
with the meaning ascribed thereto under the Listing Rules, including any person or group of persons
who are entitled to exercise 30% or more of the voting power at our general meetings or are in a
position to control the composition of a majority of our board of directors, and “controlling
interest” will be construed accordingly.

In this offering memorandum, 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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PRESENTATION OF OUR FINANCIAL STATEMENTS

Our financial statements are prepared in accordance with Hong Kong Financial Reporting
Standards (the “HKFRS”) which differ in certain respects from generally accepted accounting
principles (“GAAP”) in certain other jurisdictions. Unless the context otherwise requires, references
to “20177, “2018” and “2019” in this offering memorandum are to our financial years ended
December 31, 2017, 2018 and 2019, respectively.



FORWARD-LOOKING STATEMENTS

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

° our business and operating strategies;

° our capital expenditure and property development plans;

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

° our operations and business prospects;

° various business opportunities that we may pursue;

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

) the prospective financial information regarding our businesses;

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

° projects under development or held for future development;

) the regulatory environment of our industry in general;

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

° changes in political, economic, legal and social conditions in China or any parts of the
world with respect to which we may have operations, including the specific policies of the
central and local governments affecting the regions where we operate, which affect land
supply, availability and cost of financing, and pre-sale, pricing and volume of our

property development projects;

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

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

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

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

° changes in currency exchange rates; and

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

ER N3 ELINNT3
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ENFORCEMENT OF CIVIL LIABILITIES

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

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

We and each of the Subsidiary Guarantors and JV Subsidiary Guarantors (if any) expect to
appoint Cogency Global Inc. as our and their respective agent to receive service of process with
respect to any action brought against us or any such Subsidiary Guarantor or JV Subsidiary
Guarantor in the United States federal courts located in the Borough of Manhattan, The City of
New York under the federal securities laws of the United States or of any state of the United States
or any action brought against us or any such Subsidiary Guarantor or JV Subsidiary Guarantor in
the courts of the State of New York in the Borough of Manhattan, The City of New York under the
securities laws of the State of New York.

We have been advised by our Cayman Islands legal advisors, Conyers Dill & Pearman, that the
courts of the Cayman Islands are unlikely (i) to enforce against us judgments of courts of the United
States predicated upon the civil liability provisions of the securities laws of the United States or any
state, and (ii) in original actions brought in the Cayman Islands, to impose liabilities against us, our
directors or officers, any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) or their
respective directors or officers predicated upon the civil liability provisions of the securities laws of
the United States or any state, in each case on the grounds that such provisions may be held by the
courts of the Cayman Islands to be penal, revenue or other public laws of a foreign state. However,
in the case of laws that are not penal, revenue or other public laws of a foreign state, although there
is no statutory enforcement in the Cayman Islands of judgments obtained in the United States, the
courts of the Cayman Islands would recognize as a valid judgment, a final and conclusive judgment
in personam obtained in the courts of the United States based on documents governed by foreign
laws under which a sum of money is payable (other than a sum of money payable in respect of
multiple damages, taxes or other charges of a like nature or in respect of a fine or other penalty) or,
in certain circumstances, an in personam judgment for non-monetary relief, and would give a
judgment based thereon provided that (a) such courts had proper jurisdiction over the parties subject
to such judgment, (b) such courts did not contravene the rules of natural justice of the Cayman
Islands, (c) such judgment was not obtained by fraud, (d) the enforcement of the judgment would not
be contrary to the public policy of the Cayman Islands, (¢) no new admissible evidence relevant to
the action is submitted prior to the rendering of the judgment by the courts of the Cayman Islands,
and (f) there is due compliance with the correct procedures under the laws of the Cayman Islands.

There is also uncertainty as to whether the courts of the BVI would (i) enforce judgments of

United States courts obtained against us or our directors or officers predicated upon the civil
liability provisions of the federal securities laws of the United States or any state or territory within
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the United States; or (ii) entertain original actions brought in the courts of the BVI against us or our
directors and officers predicated upon the civil liability provisions of the federal securities laws of the
United States or any state or territory within the United States.

We have been advised by our BVI legal advisors, Conyers Dill & Pearman, that the courts of
the BVI would recognize as a valid judgment, a final and conclusive judgment in personam obtained
in any U.S. federal or New York state court located in the borough of Manhattan, City of New York
against a Subsidiary Guarantor or JV Subsidiary Guarantor (if any) incorporated in BVI based on
documents governed by foreign laws under which a sum of money is payable (other than a sum of
money payable in respect of multiple damages, taxes or other charges of a like nature or in respect of
a fine or other penalty) and would give a judgment based thereon provided that (a) such courts had
proper jurisdiction over the parties subject to such judgment, (b) such courts did not contravene the
rules of natural justice of the BVI, (¢) such judgment was not obtained by fraud, (d) the enforcement
of the judgment would not be contrary to the public policy of the BVI, (e) no new admissible
evidence relevant to the action is submitted prior to the rendering of the judgment by the courts of
the BVI, and (f) there is due compliance with the correct procedures under the laws of the BVI.

Hong Kong has no arrangement for the reciprocal enforcement of judgments with the United
States. However, under Hong Kong common law, a foreign judgment (including one from a court in
the United States predicated upon U.S. federal or state securities laws) may be enforced in Hong
Kong by bringing an action in a Hong Kong court, and then seeking summary or default judgment
based on the strength of the foreign judgment, provided that the foreign judgment is for a debt or
definite sum of money and is final and conclusive on the merits. In addition, the Hong Kong courts
may refuse to recognize or enforce a foreign judgment if such judgment:

(a) was obtained by fraud;

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

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

(e) falls within Section 3(1) of the Foreign Judgments (Restriction on Recognition and
Enforcement) Ordinance (Chapter 46 of the Laws of Hong Kong).

We have also been advised by our PRC legal advisors, Commerce & Finance Law Offices, 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, any JV Subsidiary
Guarantor or their respective directors or officers predicated upon the civil liability provisions of the
U.S. federal or state securities laws or (ii) entertain original actions brought in China against us, our
directors or officers, any Subsidiary Guarantor, any JV Subsidiary Guarantor or their respective
directors or officers predicated upon the U.S. federal or state securities laws.
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SUMMARY

This summary does not contain all the information that may be important to you in deciding to
invest in the 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 property developer in the PRC focusing on the residential property market, and our
products are primarily targeted at first-time homebuyers and upgraders. We believe demand from
such customers is less susceptible to fluctuations in property prices and thus provides stability to our
business profile.

We have a land bank comprising land we acquired at competitive prices, and we strive to build
our land bank by establishing and expanding our presence in economic regions which we believe hold
high growth potential. As of June 30, 2020, we had a land bank with an aggregate GFA of 39.2
million sq.m., primarily comprising residential property projects with ancillary retail shops, as well
as an office property project where our headquarters is located. As of June 30, 2020, approximately
58.8% of our land bank was located in the Great Bay Area region, and approximately 26.4% of the
land bank was located in Southwest Region. We believe our current land bank will be sufficient to
meet our development needs and will provide a solid foundation for our continuing growth and
profitability for the next five to six years, based on our current projections and our historical sales
and land development records.

We have established a replicable property development process, which is supported by our in-
house departments and subsidiaries specializing in design and planning, construction, decoration,
procurement, sales, customer services and each other major step in the property development
process. We leverage our ability to build projects through Logan Construction, our own
construction subsidiary, and our centralized and strategic procurement, quick development
operation model and cost control over the whole property development process to optimize our
costs, shorten development cycles, improve cash flow and maintain profitability. Through our
strategic planning and disciplined property development process, we aim to achieve high asset
revenue for our projects. We generally target commencing pre-sales of properties within six to 10
months of acquiring a parcel of land for a substantial majority of our projects.

As of June 30, 2020, we had completed a total GFA of over 24 million sq.m. Over the past 23
years, we have established ourselves as one of the leading developers focusing on residential
properties in China’s economically developed cities, regions and emerging areas, including, among
others, Shenzhen and other cities located in the Great Bay Area region, Yangtze River Delta Region
and Southwest Region. We have received a number of awards. For example, we were ranked 18th in
the “Top 200 Chinese Real Estate Enterprises in 2020 (Comprehensive Strength)” and ranked third
in the “Top 100 Chinese Real Estate Enterprises in 2020 — Top 10 in Profitability” jointly by the
Enterprise Research Institute of Development Center of the State Council of PRC ([ %5 [t %5 JE iff 5%
LA 2EWFFE D), the Institute of Real Estate Studies of Tsinghua University (i % K £ 55 i 2 W 5%
fir) and China Index Academy (458 %¢ r). In addition, we were ranked 773 in Forbes’ “Top
2000 Listed Companies in the World” in 2020, leaping 184 places from 2019. In 2020, we were ranked
184th on the Fortune China 500 List in terms of our revenue in 2019. We believe that our track
record, together with the strength of our “Logan” (#£5%) brand and the leadership and vision of our
management team, positions us well to expand into other cities in the PRC. In 2017, 2018 and 2019
and the six months ended June 30, 2019 and 2020, our revenue was RMB27,689.7 million,
RMB44,136.9 million, RMB57,480.4 million (US$8,135.8 million), RMB27,021.7 million and
RMB31,035.0 million (US$4,392.7 million), respectively, and our net profit was RMB7,008.5
million, RMBS§,995.9 million, RMB11,563.3 million (US$1,636.7 million), RMB5,290.4 million and
RMB6,285.1 million (US$889.6 million), respectively, for the same periods.

We have developed a diversified product portfolio which includes high-rise apartment buildings
and low-rise garden apartments, among others, catering to the residential property market. We have
developed four mature product series, including the SKY, Acesite, Jiangnan, and Modern Series,
each of which comprises standardized designs for facades, interior designs and landscaping, as well




as standardized parts and materials. We leverage our quick development operation model and our
standardized control over each step of our property development process to ensure product and
service quality, maintain and improve our future development and profitability.

COMPETITIVE STRENGTHS

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

) we have a land bank comprising land we acquired at competitive prices concentrated in
the economically developed Great Bay Area region, which provides a solid foundation for
our future growth and profitability;

° we have effective cost control over the entire property development process;

° we have established diversified funding channels and maintained prudent financial
management;

) leveraging our considerable strength in various cities in southern China, we can readily
expand into other high-growth regions; and

° we have a well-experienced management team and have established comprehensive human
resources policies to support our future development.

BUSINESS STRATEGIES

We intend to grow and strengthen our business through the implementation of the following
core business strategies:

) consolidate our market position in Guangdong and Guangxi Provinces, and selectively
expand into other high-growth regions;

) maintain our competitiveness by focusing on producing high-quality, value-added
properties for first-time homebuyers and upgraders;

° further attract, develop and retain managerial talents and further elevate managerial
expertise; and

) continue implementing a high-efficiency operating philosophy to achieve a quick
development operation model, further enhancing our operating results.

RECENT DEVELOPMENTS
The COVID-19 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 land bank and operations had imposed travel restrictions in an effort to
curb the spread of the highly infectious COVID-19. The COVID-19 outbreak has affected our
business operation and financial condition. However, the PRC central and local governments have
taken various measures to manage cases and reduce potential spread and impact of infection, and
further introduced various policies to boost the economy and stimulate the local property markets.
Since March 2020, China and some other countries gradually lifted stay-at-home orders and began
to resume work and school at varying levels and scopes. As a consequence, we experienced a recovery
in our contracted sales in March 2020. Given the uncertainties as to the development of the outbreak
at the moment, it is difficult to predict how long these conditions will persist and to what extent to
which we may be affected. We cannot assure you that our business, financial condition and results of




operations will not be materially and adversely affected. See “Risk Factors — The PRC national
economy and economies in different regions of the PRC may be adversely affected by natural
disasters, acts of God, and occurrence of epidemics.”

Issue of Domestic Corporate Bonds

On July 24, 2020, Shenzhen Logan issued RMB2 billion (US$0.3 billion) in aggregate principal
amount of Public Corporate Bonds. See the section entitled “Description of Other Material
Indebtedness.”

On September 14, 2020, Shenzhen Logan issued RMB2 billion (US$0.3 billion) in aggregate
principal amount of Public Corporate Bonds. See the section entitled “Description of Other Material
Indebtedness.”

Repayment of Domestic Corporate Bonds

On August 19, 2020, the principal amount of RMB3.99 billion (US$0.6 billion) of Public
Corporate Bonds had become matured and been fully repaid.

Issue of September 2020 Notes

On September 17, 2020, we issued the September 2020 Notes. See the section entitled
“Description of Other Material Indebtedness.”

Issue of October 2020 Notes

On October 19, 2020, we issued the October 2020 Notes. See the section entitled “Description
of Other Material Indebtedness.”

Repayment of December 12 2018 Notes

On December 12, 2020, we completed the redemption of the December 12 2018 Notes. Upon
completion of the redemption, the December 12 2018 Notes have been cancelled.

Issue of December 2020 Notes

On December 14, 2020, we issued the December 2020 Notes. See the section entitled
“Description of Other Material Indebtedness.”

GENERAL INFORMATION

We were incorporated in the Cayman Islands as an exempted company with limited liability on
May 14, 2010. Our shares have been listed on the Hong Kong Stock Exchange since December 20,
2013. Our place of business in Hong Kong is at Unit Nos. 02-03A, Level 68, International
Commerce Centre, 1 Austin Road West, Hong Kong. Our registered office is located at Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111, Cayman Islands. Our website is
http://www.logangroup.com. Information contained on our website does not constitute part of this
offering memorandum.




THE OFFERING

The following is a brief summary of the terms of this offering of the Notes and is qualified in its
entirety by the remainder of this offering memorandum. Terms used in this summary and not otherwise

defined shall have the meanings given to them in “Description of the Notes.’

Issuer .. ............

Notes Offered. . .. ... ..

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

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

Ranking of the Notes . . .

Subsidiary Guarantees. . .

s

Logan Group Company Limited (the “Company”).

US$300,000,000 aggregate principal amount of 4.5% senior guaranteed
notes due 2028 (the “Notes™).

100% of the principal amount of the Notes.

January 13, 2028.

The Notes will bear interest from and including January 13, 2021 at the
rate of 4.5% per annum, payable semi-annually in arrears on January 13

and July 13 of each year, commencing July 13, 2021.

The Notes are:

general obligations of the Company;

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

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

guaranteed by the Subsidiary Guarantors and the JV Subsidiary
Guarantors, if any, on a senior basis, subject to the limitations
described in “Description of the Notes—The Subsidiary
Guarantees and the JV Subsidiary Guarantees” and in “Risk
Factors—Risks relating to the Subsidiary Guarantees and the JV
Subsidiary Guarantees;”

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; and

effectively subordinated to all existing and future obligations of
the Non-Guarantor Subsidiaries (including, without limitation,
the Existing Notes (other than the Existing Pari Passu Notes) and
other Indebtedness Guaranteed by Designated Non-Guarantors).

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




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

The initial Subsidiary Guarantors that will execute the Indenture on the
Original Issue Date will consist of all of the Company’s Restricted
Subsidiaries, other than (i) those Restricted Subsidiaries organized
under the laws of the PRC and (ii) the Initial Other Non-Guarantor
Subsidiaries. The Subsidiary Guarantors are holding companies that do
not have significant operations. None of the existing or future
Restricted Subsidiaries organized under the laws of the PRC will
provide a Subsidiary Guarantee or JV Subsidiary Guarantee on the
Original Issue Date or at any time in the future.

Any future Restricted Subsidiary (other than (i) Persons organized
under the laws of the PRC and (ii) Restricted Subsidiaries designated as
New Non-Guarantor Subsidiaries) will provide a guarantee of the
Notes as soon as practicable (and in any event within 30 days) upon
becoming a Restricted Subsidiary.

New Non-Guarantor
Subsidiaries. . . ... ... A future Restricted Subsidiary organized outside the PRC need not
provide a Subsidiary Guarantee or JV Subsidiary Guarantee if it is so
elected by the Company at the time such entity becomes a Restricted
Subsidiary; provided that, after giving effect to the consolidated assets
of such Restricted Subsidiary, the Consolidated Assets of all Restricted
Subsidiaries organized outside the PRC that are neither a Subsidiary
Guarantor nor a JV Subsidiary Guarantor (Other than Exempted
Subsidiaries and Listed Subsidiaries) do not account for more than
30% of the Total Assets of the Company. In addition, the Company
may release any Subsidiary Guarantor or JV Subsidiary Guarantor by
designating such Subsidiary Guarantor or JV Subsidiary Guarantor as
a New Non-Guarantor Subsidiary, provided that, after giving effect to
the consolidated assets of such New Non-Guarantor Subsidiary, the
Consolidated Assets of all Restricted Subsidiaries organized outside the
PRC that are neither a Subsidiary Guarantor nor a JV Subsidiary
Guarantor (other than Exempted Subsidiaries and Listing Subsidiaries)
do not account for more than 30% of the Total Assets of the Company.

See “Risk Factors—Risks relating to the Notes—Our payment
obligations under the Notes will be subordinated to all existing and
future obligations of the Designated Non-Guarantors, including,
without limitation, the Existing Notes.”

Ranking of Subsidiary
Guarantees . . . ... ... The Subsidiary Guarantee of each Subsidiary Guarantor:

° is a general obligation of such Subsidiary Guarantor;
° is effectively subordinated to the secured obligations of such

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




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

° ranks at least pari passu in right of payment with the Existing Pari
Passu Notes and all other unsecured and unsubordinated
Indebtedness of such Subsidiary Guarantor (subject to any
priority rights of such unsecured and unsubordinated
Indebtedness pursuant to applicable law); and

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

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

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

° will, together with all the JV Subsidiary Guarantees provided by
the subsidiaries and shareholders of such JV Subsidiary
Guarantor, in the aggregate, be enforceable only up to the JV
Entitlement Amount;

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

° will, together with all the JV Subsidiary Guarantees provided by
the subsidiaries and shareholders of such JV Subsidiary
Guarantor, in the aggregate, be limited to the JV Entitlement
Amount, and will be senior in right of payment to all future
obligations of such JV Subsidiary Guarantor expressly
subordinated in right of payment to such JV Subsidiary
Guarantee;

° will, together with all the JV Subsidiary Guarantees provided by
the subsidiaries and shareholders of such JV Subsidiary
Guarantor, in the aggregate, be limited to the JV Entitlement
Amount, and will rank at least pari passu with all other unsecured
and unsubordinated Indebtedness of such JV Subsidiary
Guarantor (subject to any priority rights of such unsecured and
unsubordinated indebtedness pursuant to applicable law); and

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

Use of Proceeds . . ... .. We intend to use the net proceeds from this offering for refinancing our
existing indebtedness.

We may adjust the foregoing plans in response to changing market
conditions and, thus, reallocate the use of the proceeds. Pending
application of the net proceeds of this offering, we intend to invest the
net proceeds in Temporary Cash Investments.




Optional Redemption . . .

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

Redemption for Taxation
Reasons . ... .......

At any time and from time to time on or after January 13, 2025, the
Company may at its option redeem the Notes, in whole or in part, at a
redemption price equal to the percentage of the 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 indicated below.

Twelve-month period beginning on Redemption Price
January 13, 2025 102%
January 13, 2026 101%
January 13, 2027 100.5%

At any time and from time to time prior to January 13, 2025, the
Company may at its option redeem the Notes, in whole but not in part,
at a redemption price equal to 100% of the principal amount of the
Notes plus the Applicable Premium as of, and accrued and unpaid
interest (if any) to (but not including), the redemption date.

At any time and from time to time prior to January 13, 2025, the
Company may redeem up to 35% of the aggregate principal amount of
the Notes with the Net Cash Proceeds of one or more sales of Common
Stock of the Company in an Equity Offering at a redemption price of
104.5% of the principal amount of the Notes redeemed, plus accrued
and unpaid interest (if any) to (but not including) the redemption date;
provided that at least 65% of the aggregate principal amount of the
Notes originally issued on the Original Issue Date remains outstanding
after each such redemption and any such redemption takes place within
60 days after the closing of the related Equity Offering.

The Company will give not less than 30 days’ nor more than 60 days’
notice of any redemption to the Holders and the Trustee.

Not later than 30 days following a Change of Control Triggering Event,
the Company will make an Offer to Purchase all outstanding Notes at a
purchase price equal to 101% of their principal amount plus accrued
and unpaid interest (if any) to (but not including) the Offer to Purchase
Payment Date.

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




Covenants . . . ..

Transfer Restrictions. . . .

Form, Denomination and

Registration . .

Book-Entry Only

The Notes, the Indenture governing the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees (if any) will limit the
Company’s ability and the ability of its Restricted Subsidiaries to,
among other things:

° incur 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 sharcholders or affiliates; and
° effect a consolidation or merger.

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

The Notes, the Subsidiary Guarantees and the JV Subsidiary
Guarantees (if any) 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 the section entitled
“Transfer Restrictions.”

The Notes will be issued only in fully registered form, without coupons,
in minimum denominations of US$200,000 and integral multiples of
US$1,000 in excess thereof and will be initially represented by one or
more global notes deposited with a common depositary and registered
in the name of the common depositary or its nominee. Beneficial
interests in the Global Note will be shown on, and transfer thereof will
be effected only through the records maintained by Euroclear and
Clearstream and their participants.

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




Delivery of the Notes . . .

Paying Agent, Transfer
Agent and Registrar. . .

Listing and Trading . . . .

Security Codes . . . ... ..

Governing Law .. ... ..

Risk Factors . ........

The Company expects to make delivery of the Notes, against payment
in same-day funds on or about January 13, 2021, which the Company
expects will be the fifth business day following the date of this offering
memorandum referred to as “T+5.” You should note that initial
trading of the Notes may be affected by the “T+ 5" settlement. See the
section entitled “Plan of Distribution.”

Citicorp International Limited.

Citibank, N.A., London Branch.

Application will be made to the Hong Kong Stock Exchange for the
listing of the Notes by way of debt issues to Professional Investors only
as described in this offering memorandum.

The Notes are expected to be rated “BB” by Fitch and BBB- by Lianhe
Global. A security rating is not a recommendation to buy, sell or hold
securities and may be subject to suspension, reduction or withdrawal at
any time by the assigning rating agency. We cannot assure investors
that the rating will be confirmed or it will not be adversely revised or
withdrawn either before or after delivery of the Notes.

ISIN Common Code
XS2281303896 228130389

The Notes, the Subsidiary Guarantees, the JV Subsidiary Guarantees
(if any) 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 the section entitled “Risk
Factors.”




SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables present our summary consolidated financial and other data. The summary
consolidated statement of profit or loss and other financial data for the years ended December 31,
2017, 2018 and 2019 and the summary consolidated statement of financial position data as of
December 31, 2017, 2018 and 2019 set forth below (except for other financial data and US$ data)
have been derived from our consolidated financial statements as of and for the years ended
December 31, 2018 and 2019, which have been audited by Ernst & Young, Certified Public
Accountants, and are included elsewhere in this offering memorandum. The summary condensed
consolidated statement of profit or loss data for the six months ended June 30, 2020, together with
comparative figures for the six months ended June 30, 2019, and the selected condensed consolidated
statement of financial position data as of June 30, 2020 set forth below (except for other financial
data and USS data) have been derived from our unaudited interim financial information for such
period and as of such date, which are included elsewhere in this offering memorandum. Potential
investors must exercise caution when using such data to evaluate our financial condition and results
of operation. Our interim financial information as of and for the six months ended June 30, 2020
contains all adjustments that our management believes are necessary for the fair presentation of such
information. Results for interim periods are not indicative of results for the full year. Our financial
statements have been prepared and presented in accordance with HKFRS, which differ in certain
respects from GAAP 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 financial statements included elsewhere in this offering memorandum. The summary financial
data below is qualified in its entirety by reference to our consolidated financial statements and the
notes to those financial statements included elsewhere in this offering memorandum.

SUMMARY CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
FINANCIAL DATA

For the six months ended

For the year ended December 31, June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 Us$’000 RMB’000 RMB’000 Us$’000

Revenue . . . ............ 27,689,658 44,136,908 57,480,418 8,135,825 27,021,708 31,034,969 4,392,715
Cost of sales. . .......... (18,172,475)  (29,250,015)  (39,347,437)  (5,569,268) (17,629,310) (20,100,618)  (2,845,058)
Gross profit. . . . ......... 9,517,183 14,886,893 18,132,981 2,566,557 9,392,398 10,934,351 1,547,657
Other income and gains . . . . 696,303 1,368,665 2,130,113 301,498 1,367,105 1,065,720 150,843
Other expenses . . ........ (10,056) (56,655) (115,456) (16,342) (1,846) (86,364) (12,224)
Selling and marketing expenses (928,729)  (1,231,356)  (1,398,172) (197.,898) (684,898) (664,869) (94,1006)
Administrative expenses . . . . (748,045)  (1,133,851)  (1,409,352) (199,481) (627,123) (813,093) (115,086)
Net increase in fair value of

investment properties . . . . 2,942,276 1,740,726 1,622,065 229,588 787,879 1,057,455 149,673
Net (decrease)/increase in fair

value of derivative financial

instruments. . . ........ (113,214) 45,970 32,683 4,626 27,952 29,998 4,246
Share of profits/(losses) of

associates . . . ... ... ... 278,497 (42,958) (63,400) (8,974) (35,321) (33.,498) (4,741)
Share of losses of joint ventures (73,097) (141,431) (112,960) (15,988) (42,434) (296,660) (41,990)
Profit from operations. . . . . . 11,561,118 15,436,003 18,818,502 2,663,586 10,183,712 11,193,040 1,584,272
Finance costs . .......... (672,154)  (1,416,943)  (1,366,250) (193,380) (826,332) (943,824) (133,590)
Profit before tax . . ... .. .. 10,888,964 14,019,060 17,452,252 2,470,206 9,357,380 10,249,216 1,450,682
Income tax expense . ...... (3,880,514)  (5,023,154)  (5,888,994) (833,533)  (4,067,019)  (3,964,165) (561,091)
Profit for the year/period. . . . 7,008,450 8,995,906 11,563,258 1,636,673 5,290,361 6,285,051 889,591
Attributable to:

Equity shareholders of the

Company . ......... 6,527,400 8,288,398 11,269,044 1,595,030 5,128,402 6,157,484 871,535

Non-controlling interests. . 481,050 707,508 294,214 41,643 161,959 127,567 18,056
Profit for the year/period. . . . 7,008,450 8,995,906 11,563,258 1,636,673 5,290,361 6,285,051 889,591
Other financial data:

EBITDA . ........... 9,798,851 15,483,435 20,184,951 2,856,994 10,439,050 11,771,529 1,666,152

EBITDA margin . ...... 35.4% 35.1% 35.1% 35.1% 38.6% 37.9% 37.9%

10




Notes:
(D

2

EBITDA for any period consists of profit from operations less changes in fair value of investment properties, and other
borrowing costs included in finance costs plus capitalized interest included in direct costs and depreciation expenses
included in administrative expenses. 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 the section entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Non-GAAP Financial
Measures” for a reconciliation of our profit from operations under HKFRS to our definition of EBITDA.

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

As of December 31, As of June 30,
2017 2018 2019 2020
RMB’000 RMB’000 RMB’000 US$’000 RMB’000 Us$’000

Non-Current Assets
Investment properties . . .. ... .. 15,664,830 18,338,011 26,604,198 3,765,580 28,512,010 4,035,613
Other property, plant and

equipment. . . .. .......... 147,867 176,014 891,954 126,248 518,869 73,441
Deferred tax assets. . ......... 330,206 649,725 914,263 129,406 1,283,816 181,712
Investments in associates. . . .. .. 2,653,386 1,447,180 3,460,487 489,800 3,375,276 477,739
Investments in joint ventures . . . . 9,261,913 18,042,573 13,934,196 1,972,257 11,441,540 1,619,445
Assets under cross-border

guarantee arrangements. . . . . . — 526,335 — — — —
Cash and bank balances . . ... .. 218,102 274,350 980,543 138,787 1,752,827 248,097

28,276,304 39,454,188 46,785,641 6,622,078 46,884,338 6,636,047

Current Assets
Inventories . .. ............. 38,457,739 54,780,698 86,351,810 12,222,305 81,918,375 11,594,793
Trade and other receivables,

prepayments and other assets. . 20,448,286 37,816,369 31,327,794 4,434,161 62,592,650 8,859,414
Tax recoverable. .. .......... 753,256 773,299 1,254,170 177,516 1,471,892 208,333
Assets under cross-border

guarantee arrangements. . . . . . 1,745,380 1,827,322 566,140 80,133 7,198,833 1,018,929
Cash and bank balances . . .. ... 22,189,883 35,442,801 39,724,570 5,622,648 40,151,209 5,683,035

83,594,544 130,640,489 159,224,484 22,536,763 193,332,959 27,364,504

Current Liabilities

Trade and other payables . .. ... 37,275,788 47,449,771 56,166,909 7,949,910 58,841,733 8,328,507
Contract liabilities . . ... ...... — 16,784,879 26,030,052 3,684,315 31,694,987 4,486,134
Liabilities under cross-border
guarantee arrangements. . . . . . 1,745,380 2,515,233 921,994 130,500 7,942,921 1,124,247
Bank and other loans. . . ...... 5,597,885 7,826,892 9,443,571 1,336,651 10,945,625 1,549,253
Senior notes . . .. ........... 2,965,541 — 3,128,150 442,761 8,303,824 1,175,330
Other current liabilities. . . . .. .. 7,000,000 9,402,649 17,024,670 2,409,686 11,871,177 1,680,256
Tax payable . .............. 2,709,162 4,559,087 6,381,743 903,276 7,936,815 1,123,383
57,293,756 88,538,511 119,097,089 16,857,099 137,537,082 19,467,110
Net Current Assets. .. ........ 26,300,788 42,101,978 40,127,395 5,679,664 55,795,877 7,897,394
Total assets less current liabilities . 54,577,092 81,556,166 86,913,036 12,301,742 102,680,215 14,533,441

Non-Current Liabilities
Liabilities under cross-border

guarantee arrangements. . . . . . — 526,335 — — — —
Bank and other loans. . ....... 14,191,435 11,966,970 13,503,512 1,911,298 16,836,362 2,383,032
Senior notes . ... ... ... ... 5,924,103 16,764,667 18,195,653 2,575,428 16,202,964 2,293,381
Corporate bonds . . .. ........ 5,162,449 12,980,000 8,382,000 1,186,395 13,418,000 1,899,195
Deferred tax liabilities . ....... 2,135,296 2,572,408 3,837,852 543,213 3,999,505 566,093
27,413,283 44,810,380 43,919,017 6,216,334 50,456,831 7,141,701
Net assets. . . .............. 27,163,809 36,745,786 42,994,019 6,085,408 52,223,384 7,391,740
Equity
Share capital. . .. ........... 433,828 434,041 435,167 61,594 436,677 61,808
Perpetual capital securities . . . . . 2,363,346 2,363,346 2,363,346 334,510 2,363,346 334,510
Reserves. . ... ............. 20,509,047 26,451,419 31,395,904 4,443,802 34,769,878 4,921,356
Equity attributable to owners
of the parent . ... ......... 23,306,221 29,248,806 34,194,417 4,839,906 37,569,901 5,317,674
Non-controlling interests . . ... .. 3,857,588 7,496,980 8,799,602 1,245,502 14,653,483 2,074,066
Total Equity . . .. ........... 27,163,809 36,745,786 42,994,019 6,085,408 52,223,384 7,391,740
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RISK FACTORS

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

RISKS RELATING TO OUR BUSINESS

We are heavily dependent on the performance of and policies affecting the PRC property market,
particularly in Guangdong Province

Our business and prospects depend heavily on the performance of and policies affecting the
PRC property market. Any housing market downturn or policy change in the PRC generally or in
the regions where we have property developments could adversely affect our business, financial
condition and results of operations. Most of our property developments are located in Guangdong
Province and Guangxi Province. Sales of residential property projects in Guangdong Province and
Guangxi Province accounted for the majority of our revenue from sales of properties in 2017, 2018
and 2019 and the six months ended June 30, 2020. Going forward, we intend to maintain our focus
on the property markets in Guangdong and Guangxi Provinces, while selectively increasing our
presence in other markets in the PRC which we believe have high growth potential, including the
Chengdu-Chongqing and Bohai Bay economic regions. As such, our business is and may continue to
be heavily dependent on the continued growth of the property market in Guangdong and Guangxi
Provinces and any adverse developments in the supply and demand or decline in property prices in
Guangdong and Guangxi Provinces would have an adverse effect on our results of operations and
financial condition. In addition, future demand for different types of residential properties is
uncertain. If we fail to respond to changes in market conditions or customer preferences in a timely
manner or at all, our business, financial condition and results of operations will be adversely
affected.

The PRC property market is affected by many factors, including changes in the PRC’s social,
political, economic and legal environment, changes in the PRC government’s fiscal and monetary
policy, the lack of a mature and active secondary market for residential and commercial properties
and the relatively limited availability of mortgage loans to individuals in the PRC. Demand for
residential properties in the PRC, particularly in Guangdong Province, has grown significantly in
recent years, but such growth is often coupled with volatility in market conditions and fluctuations
in property prices. In particular, China’s property market is affected by the recent slowdown in
China’s economic growth, with China’s yearly real GDP growth rate decreasing from 10.6% for 2010
to 7.3% for 2014 and 6.6% for 2018. A number of factors have contributed to China’s economic
slowdown, including the appreciation of the Renminbi and the tightening macroeconomic measures
and monetary policies adopted by the PRC government aimed at preventing the overheating of
China’s economy, controlling China’s high level of inflation, and stabilizing the growth of specific
sectors, including the property market. Due in large part to such control measures, including home
purchase restrictions and credit tightening policies, property markets in certain cities had
experienced decreases in both trade volume and sale prices in recent periods.

Additionally, the People’s Bank of China (the “PBOC”) increased the benchmark one-year
lending rate three times in 2011, and subsequently decreased the benchmark one-year lending rate.
On August 26, 2015, the PBOC lowered the benchmark one-year bank lending rate to 4.60%, and on
October 24, 2015, the PBOC further lowered the benchmark one-year bank lending rate to 4.35%.
The benchmark one-year bank lending rates published by the PBOC in 2017 and 2018 were 4.35%
and 4.35%, respectively. However, with certain changes on global market, the PBOC may further
increase or decrease the benchmark one-year lending rate in the future. Increases in interest rates
may increase our finance costs and make mortgage financing more expensive for our potential
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customers, which may in turn have a material adverse effect on our business, financial condition and
results of operations. Any other adverse developments in national and local economic conditions as
measured by factors such as inflation, employment levels, job growth, consumer confidence and
population growth, particularly in the regions where we operate, may affect demand for our projects
and would have a material adverse effect on our business, financial condition and results of
operations.

The global economic slowdown and financial crisis have negatively affected, and may continue to
negatively affect, our business

The global economic slowdown and turmoil in the global financial markets beginning in the
second half of 2008 have resulted in a general tightening of credit, an increased level of commercial
and consumer delinquencies, lack of consumer confidence and increased market volatility. The
global economic slowdown has also had a negative impact on property markets and property prices
in the PRC. For example:

° the economic slowdown and credit tightening measures have reduced the demand for
residential and commercial properties and resulted in a reduction of property prices; and

° the tightening of credit has negatively impacted the ability of property developers and
potential property purchasers to obtain financing.

In addition, recent global market and economic conditions, including the European sovereign
debt crisis, the United States credit rating downgrade, and heightened market volatility in major
stock markets, have been unprecedented and challenging. These and other issues resulting from the
global economic slowdown and financial market turmoil have adversely impacted, and may continue
to adversely impact, the willingness of potential property purchasers to purchase our properties,
which may lead to a decline in the general demand for our projects and decrease in their selling
prices. In addition, any further tightening of liquidity in the global financial markets may in the
future negatively affect our liquidity. If the global economic slowdown and financial crisis continue
or become more severe than currently anticipated, our business, financial condition and results of
operations could be materially and adversely affected.

We may not successfully manage our expanded operations

We have been expanding our operations in recent years and may continue to evaluate
opportunities to acquire or invest for expansion. We continue to focus our business on our core
markets in Guangdong Province and Nanning, the largest city in Guangxi Province, where the
majority of our projects are located. We may expand into new markets to seize market opportunities
in both the Chinese and overseas markets as we deem appropriate in the future. However, our
experience in our core markets and quick development operation model may not be readily
transferable to other regions. Markets in other regions may differ from our core markets in terms of
customer tastes, behavior and preferences. We will have limited ability to leverage our established
brands and reputation in these new markets in the way that we have done in our core markets.
Furthermore, the administrative, regulatory and tax environment in such regions may differ
substantially from those in our core markets, and we may face additional expenses or difficulties in
adapting to such procedures and complying with such environments. In addition, as we enter new
markets, we may not have the same level of familiarity with local contractors, suppliers and other
business partners, business practices and customs as we do in our core markets, and we may face
higher costs and more intense competition from established property developers with experience in
those markets.

If we expand into new markets, we will have to continue to improve our managerial, technical
and operational knowledge and allocation of resources. To effectively manage our expanded
operations, we will need to continue to recruit and train managerial, accounting, internal audit,
engineering, technical, sales and other staff to satisfy our development requirements, including staff
with local market knowledge. In order to fund our ongoing operations and our future growth, we
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need to have sufficient internal sources of liquidity or access to additional financing from external
sources. In addition, we will be required to manage relationships with a greater number of
customers, suppliers, contractors, service providers, lenders and other third parties. Accordingly, we
will need to further strengthen our internal control and compliance functions to ensure that we are
able to comply with our legal and contractual obligations and reduce our operational and
compliance risks. Furthermore, we may incur debt on terms unfavorable to us or large charges or
expenses or assume substantial liabilities arising from acquisitions, or be exposed to potential
disputes with sellers in connection with the acquisitions. We cannot assure you that we will not
experience issues such as capital constraints, construction delays, operational difficulties at new
operational locations or difficulties in expanding our existing business and operations and training
an increasing number of personnel to manage and operate the expanded business or face other
internal control challenges (e.g., our audited financial statements for the year ended December 31,
2016 contained two qualifications). Neither can we assure you that our expansion, if any, will not
adversely affect our existing operations and thereby would have a material adverse effect on our
business, financial condition and results of operations.

We may not be able to obtain adequate funding or capital on commercially favorable terms for
land acquisitions or property developments

The property development business in the PRC is capital intensive. During 2017, 2018 and 2019
and the six months ended June 30, 2020, our liquidity requirements arose principally from the
acquisition of land for and development of our property development projects. During the same
periods, our principal sources of funds to finance our working capital, capital expenditures and other
capital requirements were bank loans, internally generated cash flows (including proceeds from the
pre-sales and sales of our projects) and funds raised from capital markets, such as our offering of the
Existing Notes and Corporate Bonds. In the future, we expect to continue to finance the
development of our projects using such means. However, we cannot assure you that we will have
sufficient cash flow available for land acquisitions or property developments or that we will be able
to achieve sufficient pre-sales and sales to fund land acquisitions or property developments. In
addition, we cannot assure you that we will be able to secure external financing on terms acceptable
to us or at all. As of June 30, 2020, our total borrowings were RMB77,578.0 million (US$10,980.5
million). Our ability to arrange adequate financing for land acquisitions or property developments
on terms that will allow us to earn reasonable returns depends on a number of factors, many of
which are beyond our control. The PRC government has in recent years taken a number of policy
initiatives in the financial sector to further tighten lending requirements for property developers. For
more information, please see the section entitled “—Risks relating to Property Development in the
PRC—The PRC property market is heavily regulated and subject to PRC government policies,
regulations and measures intended to discourage speculation in the property market.” For example,
we may not be able to obtain adequate financing in light of tightening measures over trust financing.

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” (B i 7%
PRAERE & 5 FE A F el A B A9 B2 D)), 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 may 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.

15



In addition, the PBOC regulates and continually adjusts the lending rates and reserve
requirement ratios for commercial banks in the PRC, which affects the availability and cost of
financing from PRC commercial banks for property developers and leveraged property buyers.

We expect that increases in interest rates and reserve requirement ratios, if any, would increase
our finance costs in general. Our interest expenses on bank and other loans in 2017, 2018 and 2019
and the six months ended June 30, 2020 were RMBI1,246.2 million, RMB1,340.0 million,
RMB2,122.7 million (US$300.4 million) and RMB1,065.5 million (US$150.8 million), respectively.
We currently do not hedge our interest rate risk. Although we may do so in the future, we cannot
assure you that such hedging will be sufficient to offset our interest rate risk. Any further increases in
interest rates on our bank borrowings, including as a result of interest rate increases by the PBOC,
could have a material adverse effect on our business, financial condition and results of operations.

The fiscal and other measures adopted by the PRC government from time to time may limit our
flexibility and ability to use bank loans to finance our property developments and therefore may
require us to maintain a relatively high level of internally sourced cash. In November 2009, the PRC
government raised the minimum down payment of land premiums 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 no less than 20% of the minimum land premium. Additionally, a land grant contract is
required to be entered into within 10 working days after the land grant transaction is closed, and the
down payment of 50% of the land premium is to be paid within one month of the signing of the land
grant contract, with the balance to be paid in full within one year of the date of the land grant
contract in accordance with provisions of such land grant contract, subject to limited exceptions.
Such policies may constrain our cash otherwise available for additional land acquisitions 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.

The Ministry of Housing and Urban-Rural Development (the “MOHURD”) and the Ministry
of Land and Resources jointly issued the “Circular of Relevant Work on Strengthening the Recent
Administration and Control of Housing and Land Supply” (B8 7 5 27 994 55 K F b (36 18 45 2 A0 3
VA B TAERY A1) dated April 1, 2017 which requires local authorities to adopt the examination
system of land acquisition capital to insure the property developers acquiring land with internal
funds and the property developers should be disqualified for any land bid backed by capital from
questionable sources and prohibited from bidding for land within stipulated time limit. The
implementation of these regulations may increase land transfer prices and require property
developers to maintain a higher level of working capital.

On December 28, 2020, PBOC and CBRC jointly promulgated the Notice on Establishing a
Centralization Management System for Real Estate Loans of Banking Financial Institutions (B
FENTERAT S B R [ b T R AR v B R BE A4 ), which put forward certain requirements
for the proportion of real estate loans and the personal housing loans to all RMB loans in banking
financial institutions(excluding overseas branches). These financial institutions, based on the
statistical data on December 31, 2020, will be given a business adjustment transition period of 2 or 4
years, which depends on whether they exceed 2% of the legal proportion, to legitimate their loan
structures. PBOC and CBRC shall take measures, such as additional capital requirements and weight
adjustments of risk of real estate assets for these banking financial institutions that fail to implement
proportional rectification within certain period.

We cannot assure you that the PRC government will not introduce other initiatives which may
limit our access to capital resources or increase our finance costs since the government has publicly
announced to contain the real estate price and focus on fund monitoring and financing
administration of key real estate enterprises recently, in order to establish a more market-
oriented, rule-based and transparent administration over the financing by real estate enterprises, and
more policy in related is to implement as we expected. The foregoing and other initiatives introduced
by the PRC government may limit our flexibility and ability to use bank loans or other forms of
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financing to finance our property developments and therefore may require us to maintain a relatively
high level of internally sourced cash. As a result, our business, financial condition and results of
operations may be materially and adversely affected.

We are subject to business risks if our project companies fail to obtain or renew their qualification
certificates

Property developers in the PRC must obtain a formal qualification certificate in order to
develop property in the PRC. According to the Provisions on Administration of Qualification of
Real Estate Developers (551 B85 26 & E &M E), newly established developers must first
apply for a temporary qualification certificate (% & & B # 3 ) after obtaining the business license.
The validity of the temporary qualification certificate is one year and can be renewed for a maximum
of two years, by which time a formal qualification certificate must have been issued. Property
developers in the PRC are required to submit a valid qualification certificate when they apply for a
pre-sale permit. If the newly established property developer fails to commence a property
development project within the one-year period when the provisional qualification certificate is in
effect, it will not be allowed to extend its provisional qualification certificate. Experienced property
developers must also apply for renewal of their qualification certificates every two to three years in
most cities, subject to an annual verification by relevant governmental authorities. It is mandatory
under government regulations that developers fulfill all statutory requirements before obtaining or
renewing their qualification certificates.

Qualification certificates for property developers are subject to renewal on an annual basis.
Each of our project companies, with the assistance of our group office, is responsible for the annual
submission of its renewal application. If any one of our project companies fails to renew its
qualification certificates but continues to engage in the property development area, the local
authorities will normally grant that project company, subject to a penalty of between RMBS50,000
and RMB100,000, a grace period to rectify any insufficiency or non-compliance. Some of our
subsidiaries do not obtain or renew their qualification certificates for the reasons that either they are
not currently developing property projects or they have already completed or suspended the property
projects. However, we cannot assure you that they could successfully obtain or renew their
qualification certificates when they are intending to develop and operate any property project.
Besides, some newly established subsidiaries are now in the process of applying for the provisional
qualification certificates, which are planned to be issued before the operation of the property
projects. As to the qualification certificates that have been or to be expired, we have already applied
or plan to apply for the extension of validity or the renewal of the certificates, but we cannot assure
you to extend in time. The failure to get the qualification certificates will limit our subsidiaries from
engaging in the development and operation of property, which could have a material adverse impact
on our results of operations, financial condition and business prospects.

In addition, we have other non-property development related subsidiaries which also require
qualification certificates to engage in their relevant operations. These subsidiaries have obtained or
are in the process of applying for the issuance or extension of such qualification certificates. We
cannot assure you that our other non-property development related subsidiaries will obtain the
relevant qualification certificate in a timely manner, or at all. If our project companies or our other
non-property development related subsidiaries are unable to obtain or renew their qualification
certificates, as applicable, they will not be permitted to engage in or continue their businesses, which
could have a material adverse effect on our business and financial condition.

We may not be able to obtain land use rights certificates or other requisite government approvals
or registrations for our current projects or for projects we may acquire in the future

The property development industry in the PRC is heavily regulated by the PRC government.
PRC property developers must comply with various requirements provided by national and local
laws and regulations, including the policies and procedures established by local authorities designed
for the implementation of such laws and regulations. In order to develop and complete a property
development, a property developer must obtain various permits, licenses, certificates and approvals
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from the relevant authorities at various stages of the property development process, including land
use rights certificates, construction land planning permits, construction works planning permits,
construction commencement permits, pre-sale permits and completion certificates. Each approval or
renewal is dependent on the satisfaction of certain conditions. There have been instances where we
did not obtain approvals on time and there have been some instances where certain of our project
companies in the PRC were imposed administrative penalties by relevant authorities as a result of
commencing construction of certain projects before obtaining construction permits or other relevant
approvals. We cannot assure you that we will not encounter material delays or other impediments in
fulfilling the conditions necessary for the approvals, or that we will be able to adapt ourselves in a
timely and effective manner to new laws, regulations or policies that may come into effect from time
to time with respect to the property development industry. There may also be delays on the part of
the administrative bodies in reviewing our applications and granting approvals. If we fail to obtain,
or encounter material delays in obtaining, the requisite government approvals or renewals, the
schedule of development and sales of our developments could be substantially disrupted, which
could materially and adversely affect our business, financial condition and results of operations.

In particular, in order to develop and sell properties in the PRC, property developers are
required to obtain land use rights certificates from the relevant government authorities. The land use
rights certificate in respect of a piece of land will not be issued until the developer has entered into a
land grant contract with the relevant authorities, made full payment of the land premium and
complied with the land use rights and any other land grant conditions.

As of the date of this offering memorandum, we have obtained the land use rights certificates
for all of our projects, except in respect of certain parcels of land. However, we cannot assure you
that the Ministry of Land and Resources or its local branches will grant us the appropriate land use
rights certificate in respect of these land parcels or any land we may acquire in the future in a timely
manner, or at all, in the event of force majeure or governmental acts. If we cannot obtain land use
rights certificates in respect of these land parcels or any land we may acquire in the future, we may
not be able to construct, lease or sell the relevant projects which could have a material adverse
impact on our results of operations, financial condition and business prospects.

We have entered into numerous agreements with various government authorities with the
intention to facilitate obtaining the land use rights certificates for certain parcels of land located in
China. Under relevant PRC laws and regulations, we are required to fully pay the land premium
under these contracts before we will be able to obtain the relevant land use rights certificates. There
are risks with respect to the enforcement of these agreements, particularly in light of their relatively
long execution periods, in some cases, and potential changes in PRC government policies. There can
be no assurance that PRC government policies related to our projects will not change in the future or
that there will not be changes in the manner of the implementation of these agreements. Further,
there can be no assurance that there will not be modifications to these agreements as to terms that
are favorable to us, including changes in the price of the land use rights to the land parcel concerned.
In addition, the law and practice relating to the enforcement of contracts and agreements against
PRC government entities involve uncertainty, and there can be no assurance that title to the land
parcels subject to these agreements will be eventually obtained. If any of these agreements is not
implemented as agreed, our business, financial condition and results of operations may be materially
and adversely affected.

A default under any of our lending or financing agreements could result in enforcement against the
security we have granted

We have maintained a significant level of indebtedness, a substantial portion of which is
primarily secured by our legal interests in various properties and buildings. As of December 31,
2017, 2018 and 2019 and June 30, 2020, our total bank and other borrowings (excluding the Existing
Notes and Corporate Bonds), were RMB19,789.3 million, RMB21,544.1 million, RMB26,991.8
million and RMB32,173.2 million (US$4,553.8 million), respectively, and our current ratio was 1.5,
1.5, 1.3 and 1.4, respectively, calculated by dividing our current assets by our current liabilities as of
December 31, 2017 and 2018 and 2019 and June 30, 2020.
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We cannot assure you that we will be able to generate sufficient cash flow from operations to
meet our payment obligations under our current outstanding debt. If we are unable to make
scheduled payments in connection with our debt and other payment obligations as they become due,
we may need to re-negotiate the terms and conditions of such obligations or to obtain additional
equity or debt financing, failing which we may default on such repayment or other obligations. We
cannot assure you that any such renegotiation efforts would be successful or timely or that we would
be able to refinance our obligations on acceptable terms or at all. If financial institutions decline to
lend additional funds to us or to refinance our existing loans when they mature as a result of our
credit risk or otherwise and we fail to raise financing through other means, we may breach our
repayment or other obligations. In the event of a default, our lenders can enforce their rights against
us, including enforcing their rights against our pledged collateral and other security under the
relevant financing agreements.

We cannot assure you that we will be able to continue meeting all of our obligations under the
bank and other loans. We also cannot assure you that the assets we have pledged to our lenders or
trust financing companies will not be subject to enforcement actions, in which case we may lose
control and ownership of a number of projects and our business, financial condition and results of
operations may be materially and adversely affected.

Changes in the fair value of our investment properties may have a significant impact on our results
of operations

As of December 31, 2017, 2018 and 2019 and June 30, 2020, we had investment properties of
RMB15,664.8 million, RMBI18,338.0 million, RMB26,604.2 million and RMB28,512.0 million
(US$4,035.6 million), respectively. We are required to reassess the fair value of our investment
properties on every balance sheet date for which we issue financial statements. Under HKFRS, gains
or losses arising from changes in the fair value of our investment properties are included in our
consolidated income statements in the period in which they arise. You should note that the fair value
gains or losses in our investment properties represent unrealized capital gains and do not change our
cash position as long as the relevant investment properties are held by us and, therefore, do not
increase our liquidity in spite of the increased profit. In 2017, 2018 and 2019 and the six months
ended June 30, 2020, our net profit margins which is based on profit for the year divided by revenue
for such year and multiplied by 100% were 25.3%, 20.4%, 20.1% and 20.3%, respectively, reflecting
net increase in fair value of our investment properties of RMB2,942.3 million, RMB1,740.7 million,
RMB1,622.1 million and RMB1,057.5 million (US$149.7 million), respectively. Our net profit
margins (excluding changes in fair value of investment properties and derivatives and the relevant
deferred taxes and share of changes in fair value of investment properties at an associate)” in 2017,
2018 and 2019 and the six months ended June 30, 2020 were 16.7%, 17.3%, 17.9% and 17.6%,
respectively. The amount of revaluation adjustments has been, and continues to be, subject to
market fluctuations. We cannot assure you that changes in market conditions will continue to create
fair value gains on our investment properties at the previous levels or at all, or that the fair value of
our investment properties will not decrease in the future. In addition, the fair value of our investment
properties may materially differ from the amount we will receive in actual sales of the investment
properties. Any significant decreases in the amount we receive in actual sales of our investment
properties would materially and adversely impact our results of operations.

(" The calculation of net profit margin (excluding changes in fair value of investment properties and derivatives and the

relevant deferred taxes and share of changes in fair value of investment properties at an associate) is based on profit for
the year (excluding changes in fair value of investment properties and derivatives and the relevant deferred taxes and share
of changes in fair value of investment properties at an associate) divided by revenue for such years or period and
multiplied by 100%.
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The illiquidity of property investments and the lack of alternative uses for investment properties
could limit our ability to respond to adverse changes in the performance of our properties

As of June 30, 2020, we had 38 investment properties with a total GFA of approximately
774,591 sq.m. As of December 31, 2017 and 2018 and 2019 and June 30, 2020, the fair value of our
investment properties was RMB15,664.8 million, RMB18,338.0 million, RMB26,604.2 million and
RMB28,512.0 million (US$4,035.6 million), respectively. We expect to increase our investment
property portfolio in the future. Any form of real estate investment is illiquid and, as a result, our
ability to sell our investment properties in response to changing economic, financial and investment
conditions is limited. We also cannot predict the length of time needed to find purchasers to
purchase such investment properties. In addition, we may also need to incur capital expenditure to
manage and maintain our properties, or to correct defects or make improvements to these properties
before selling them. We cannot assure you that financing for such expenditures would be available
when needed, or at all.

Furthermore, aging of investment properties, changes in economic and financial conditions or
changes in the competitive landscape in the PRC property market may adversely affect the amount
of rentals and revenue we generate from, as well as the fair value of, our investment properties.
However, our ability to convert any of our investment properties to alternative uses is limited as such
conversion requires extensive governmental approvals in the PRC and involves substantial capital
expenditures for the purpose of renovation, reconfiguration and refurbishment. We cannot assure
you that such approvals and financing can be obtained when needed. These and other factors that
impact our ability to respond to adverse changes in the performance of our investment in properties
may adversely affect our business, financial condition and results of operations.

A deterioration in our brand image could adversely affect our business

We regard the “Logan” brand name and the related trademarks and devices we use as
important assets to our business. Any negative incident or negative publicity concerning us, our
Chairman, directors and officers or our property developments could adversely affect our reputation
and business. Brand value is based largely on subjective consumer perceptions and can be damaged
even by isolated incidents that degrade consumer trust. Consumer demand for our products and our
brand value could diminish significantly if we fail to preserve the quality of our products, or fail to
deliver a consistently positive consumer experience in each of our complexes, or if we are perceived
to act in an unethical or socially irresponsible manner. In addition, any unauthorized use or
infringement of our brand name may impair the value we have built in our brand name, damage our
reputation and materially and adversely affect our business, financial condition and results of
operations.

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

We may, from time to time, be involved in disputes and claims with various parties involved in
the development and the sales of our properties, including contractors, suppliers, construction
companies, business or joint venture partners and purchasers. These disputes and claims as well as
media coverage and public statements that assert some form of inappropriateness in our products
and services may lead to protests or legal or other proceedings and may result in damage to our
reputation, substantial costs and diversion of resources and management’s attention from our core
business activities. Purchasers of our properties may take legal action against us if our developed
properties are perceived to be inconsistent with our representations and warranties made to such
purchasers. In addition, we may have compliance issues with regulatory bodies in the course of our
operations, in respect of which we may face administrative proceedings and unfavorable decisions
that may result in liabilities and cause delays to our property developments. We may be involved in
other proceedings or disputes in the future that may have a material adverse effect on our business,
financial condition and results of operations.
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We may be subject to fines and sanctions in relation to our non-compliance with certain PRC laws
and regulations from time to time and may face significant liabilities or damage our reputation as
a result

We may be subject to fines and sanctions in relation to our non-compliance with certain PRC
laws and regulation. There have been instances where we have been fined administratively in the past
for selling or marketing practices that were considered in breach of relevant regulations. We cannot
assure you that any disputes with parties involved in the development and sale of our properties in
the future would not have a material adverse effect on our business, financial condition and results
of operations or have a negative impact on our reputation. Any failure or alleged failure by us or any
of our directors, officers or other agents to fully adhere to the PRC or other applicable laws, or any
investigation in relation to such failure or alleged failure by any regulatory body, could also
materially and adversely affect our reputation, business, financial condition and results of
operations.

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

As we pre-sell properties before their actual completion of construction, in accordance with
industry practice, banks require us to guarantee our customers’ mortgage loans. Typically, we
guarantee mortgage loans taken out by our customers until we complete the development of the
relevant properties and the property ownership certificates and certificates of other interests with
respect to the relevant properties are delivered to our customers followed by the completion of the
mortgage registration procedures. If a purchaser defaults on a mortgage loan, we may have to
repurchase the underlying property by paying off the mortgage loan. If we fail to do so, the mortgage
bank may auction the underlying property and recover any shortfall from us since we are the
guarantor of the mortgage loans. In line with industry practice, we do not conduct any independent
credit checks on our customers and rely on the credit evaluations of mortgage banks.

As of June 30, 2020, our outstanding guarantees in respect of our customers’ mortgage loans
were RMB36,505.6 million (US$5,167.0 million). Should any material default occur and if we are
called upon to honor our guarantees, our business, financial condition and results of operations
could be adversely affected.

We may not be able to obtain land that is suitable for property development or maintain our land
bank at a cost comparable to our historical cost level

To maintain and grow our business in the future, we will be required to continually replenish
and increase our land bank with suitable land for development at commercially acceptable prices.
Our ability to identify and acquire suitable land is subject to a number of factors, some of which are
beyond our control. We must identify land that has potential for future development ahead of our
competitors. However, we cannot assure you that the land identified and acquired by us will be
suitable for development or offer the return we desire.

In 2017, 2018 and 2019 and the six months ended June 30, 2020, we primarily acquired land
through participation in the government public tender, auction or listing-for-sale land grant process
and through the acquisition of property development companies or land use rights from other
developers. The availability and price of land sold depend on factors beyond our control, including
government land policies and competition. The PRC government and relevant local authorities
control the supply and price of new land parcels and approve the planning and use of such land
parcels pursuant to specific regulations. All these measures further intensify the competition for land
in China among property developers. As we expect our cost of acquiring land use rights to further
increase in the future, our gross profit margin and our ability to maintain our land bank at a cost
comparable to our historical cost level may be materially and adversely affected. If we fail to obtain
suitable land for development at commercially acceptable prices that allow us to achieve reasonable
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returns upon sales of properties, the benefits we have enjoyed from having a land bank comprising
land we acquired at competitive prices may not recur in the future, and our business, financial
condition and results of operations will be materially and adversely affected as a result.

We may not be able to successfully complete projects that we are currently developing, or plan to
develop, in a timely manner or at all

At any point in the planning or development of a project, we could face, among other things,
regulatory changes, financing difficulties, inabilities or difficulties in obtaining the required
government approvals or government-mandated changes in our property development business,
any of which could delay, increase the cost of, or prevent the completion of any such projects. We
may also delay or revise our plans for property developments due to a variety of factors, including
changes in market conditions, a shortage or increase in the prices of construction materials,
equipment or labor, labor disputes or disputes with our contractors and subcontractors. We may
commit significant time and resources to a project before determining that we are unable to complete
it successfully, which could result in a loss of some or all of our investment in such project. If the
delivery delay extends beyond the contractually specified period, or if the actual GFA of a completed
property delivered to a purchaser deviates by more than 3.0% from the GFA originally indicated in
the property sale and purchase contract, the purchaser may terminate the proposed sale and
purchase contract, reclaim the deposit and claim damages. If we are unable to complete projects as
planned, this may materially and adversely affect our business, financial condition and results of
operations.

In addition, we have built and continue to build large-scale property development projects.
Large-scale property development projects in general require substantial capital expenditures and we
may incur significant costs in order to acquire the land and develop properties for these large-scale
projects. We cannot assure you that our existing or future large-scale developments will be successful
or that any such development will not encounter difficulties that may result in significant losses to
our investment in such developments or costs relating to damages to purchasers, any of which could
materially and adversely affect our business, financial condition and results of operations.

We are exposed to risks relating to pre-sales of properties

We depend on cash flows from pre-sales of properties as an important source of funding for our
property projects. Under current PRC laws and regulations, property developers must fulfill certain
conditions before they can commence pre-sales of properties and may use pre-sales proceeds to
finance only the developments wherein such properties are located. In the past several years, a
number of government authorities and officials have proposed to limit or abolish the pre-sales of
properties. These recommendations have not been adopted by the PRC government and have no
enforceability. However, we cannot assure you that the PRC government will not ban or implement
further restrictions on the pre-sales of properties, such as imposing additional conditions for pre-sale
permits or further restrictions on the use of pre-sales proceeds. Any such measure will adversely
affect our cash flows and liquidity and cause difficulty for financings of our property development
business.

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

Under current laws and regulations, we are required to submit the requisite registration
applications in connection with our property developments, including the land use rights certificate,
construction land planning permit, construction works planning permit, construction
commencement permit and completion certificate, to the local house registration authority after
the relevant properties are completed and apply for the general property ownership certificates in
respect of the properties. The house registration authority shall record the registration information
or reject the registration within 30 business days. We cannot assure you that we will not experience
any unanticipated delays in obtaining such ownership certificates. In the case that a late delivery of
any individual property ownership certificate is due to delays that are deemed to be caused by us, the
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purchaser would be able to terminate the property sales and purchase contract, reclaim the payment
and claim damages, any of which could materially and adversely affect our business, financial
condition and results of operations.

Since we recognize our sales revenues only upon delivery of the properties sold, our operating
results depend on the timing of completion of our projects and may not be representative of our
future performance

We experienced significant revenue growth in 2017, 2018 and 2019 and the six months ended
June 30, 2019 and 2020. In 2017, 2018 and 2019 and the six months ended June 30, 2019 and 2020,
our revenue was RMB27,689.7 million, RMB44,136.9 million, RMB57,480.4 million, RMB27,021.7
million and RMB31,035.0 million (US$4,392.7 million), respectively, and we had net profit
attributable to our equity shareholders of RMB6,527.4 million, RMB8,288.4 million, RMB11,269.0
million, RMB5,128.4 million and RMB6,157.5 million (US$871.5 million), respectively. Since we
mainly recognize proceeds from the sales of a property as revenue only upon the delivery of the
property, our revenue and profit during any given period is affected by the quantity of properties
delivered during that period. The quantity of properties delivered is largely a result of our property
delivery schedule and may not be indicative of the actual demand for our properties or sales achieved
during that period. Our revenue and profit during any given period generally reflect property
investment decisions made by purchasers at some significant time in the past, typically at least in the
prior fiscal period. Furthermore, fluctuations in our operating results may also be caused by other
factors, including fluctuations in expenses such as land premiums, development costs, administrative
expenses, selling and marketing expenses and changes in market demand for our properties. As a
result, we believe that our operating results for any period are not necessarily indicative of results
that may be expected for any future period, nor can we assure you that we will grow at a high rate, or
at all, or that we will not experience a decrease in revenue. In addition, the cyclical property market
of the PRC affects the optimal timing for the acquisition of land, the plan of development and the
sales of properties. This cyclicality, combined with the lead time required for the completion of
projects and the sales of properties, means that our results of operations relating to property
development activities may be susceptible to significant fluctuations from period to period.

We rely on independent contractors and other third parties for construction, labor, engineering
subcontracting, design, property management, sales and other key aspects of our property
development business

While we generally act as general contractor for our property development projects and
conduct most of our engineering, design, sales management, marketing and customer service in-
house, we rely on independent contractors to provide certain services relating to our projects,
including construction, labor, engineering subcontracting, design, property management and sales.
We cannot assure you that the services rendered by any of these independent contractors will always
be satisfactory or meet our requirements for quality and safety. If the performance of any
independent contractor is unsatisfactory, 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. Moreover, we may incur additional costs due to a contractor’s financial or other
difficulties that may affect their ability to carry out the work for which they have been retained. Any
of these factors could have a material adverse effect on our business, financial condition and results
of operations.

If the performance of any of such independent contractors or third parties is not satisfactory to
our customers, our reputation may suffer, which may adversely affect our business, financial
condition and results of operations. In addition, a serious dispute with such independent contractors
or third parties that we are unable to resolve could result in costly legal proceedings and therefore
have a material adverse effect on our business, financial condition and results of operations.
Furthermore, an increase in the cost of labor used by our contractors and other third parties engaged
in our business may eventually be passed on to us in the form of higher contract fees at the time new
contracts are entered into. Finally, because of our reliance on third parties, we have limited control
over the costs related to the services they provide.
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Our profit margin is sensitive to fluctuations in construction costs

Construction costs constitute one of the main components of our direct costs. Construction
costs encompass all costs for the design and construction of a project, including payments to third-
party contractors, costs of construction materials, foundation and substructure, fittings, facilities for
utilities and related infrastructure such as roads and pipelines. Historically, construction material
costs, especially the costs of steel and concrete, have been the principal driver of the construction
costs of our property development projects. Construction costs may fluctuate as a result of the price
volatility of construction materials such as steel and concrete. We currently do not, and do not
expect to in the future, engage in commodities hedging activities. In line with industry practice, if
there is a significant price fluctuation (depending on the specific terms of each contract), we will be
required to re-negotiate existing construction contracts to top up payments to, or receive refunds
from, the contractors, depending on the price movement. Our profit margin is sensitive to changes in
the market prices for construction materials and, as a result, our profit margins may be adversely
affected.

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

We have developed certain projects jointly with other entities through joint ventures or
cooperation agreements and may choose to develop projects through such arrangements in the
future. See the section entitled “Business—Our Property Projects—Description of Our Projects.”

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 or project development
partners in connection with the scope or performance of our respective obligations under the project
or joint venture or cooperation arrangement could affect our ability to develop or operate a
property. Our joint venture partners or project development partners may be unable or unwilling to
perform their obligations under the relevant agreements, including their obligation to make required
capital contributions and shareholder loans, whether as a result of financial difficulties or otherwise.
A serious dispute with our joint venture partners or project development partners or the early
termination of our joint venture or cooperation arrangements could adversely affect our business,
financial condition and results of operations. In addition, we manage our certain operations through
our joint ventures or minority investments, with respect to which we may not have control. As a
result, we may incur share of losses of joint ventures and associates.

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 the section entitled “—Risks relating to Our Business—We
may be involved in legal and other disputes and claims from time to time arising out of our
operations and may face significant liabilities as a result.”
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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.

We may suffer losses and be subject to liabilities that are not sufficiently covered, or covered at
all, by insurance

We do not maintain insurance coverage on our properties developed for sale other than with
respect to those developments over which our lending banks have security interests, or for which we
are required to maintain insurance coverage under the relevant loan agreements. We also do not
require the construction companies we engage to maintain insurance coverage on our properties
under construction. We cannot assure you that we will not be sued or held liable for damages due to
liability from any related tortious acts. Moreover, there are certain losses for which insurance is not
available in the PRC on commercially practicable terms, such as losses suffered due to business
interruptions, earthquakes, typhoons, flooding, war or civil disorder. If we suffer from any such
losses, damages or liabilities in the course of our operations and property development, we may not
have sufficient funds to cover any related losses, damages or liabilities or to repair, replace or
reconstruct any property developments that have been damaged or destroyed. Any payment we make
to cover related losses, damages or liabilities could have a material adverse effect on our business,
financial condition and results of operations.

PRC tax authorities may challenge the basis on which we calculate our LAT obligations

Under PRC tax laws and regulations, our income from the sales of land use rights and buildings
or related facilities on such land is subject to LAT. LAT is payable at progressive rates ranging from
30% to 60% of the appreciation in value, representing the balance of the proceeds received on such
sales after deducting certain items, including payments made for the acquisition of land use rights,
direct costs and expenses of the development of the land and construction of the buildings and
structures tax related to the transfer of land use rights and properties, and other deductions
prescribed by the Ministry of Finance. An exemption from payment of LAT may be available if (i)
the taxpayer constructs ordinary standard residential apartments and the appreciation amount does
not exceed 20% of the sum of deductions allowed under PRC law, or (ii) the land and properties are
recalled and requisitioned by the PRC government pursuant to applicable law for construction
purposes.

On December 28, 2006, the State Administration of Taxation issued the Notice on the Relevant
Issues on the Settlement Management of Land Appreciation Tax on Real Estate Enterprises (B
[ 1 BH % A 3 b 3 (B0 Vs 5548 B B B 48 AN ) ). This Notice came into effect on February 1,
2007 and was amended on June 15, 2018 and provided further clarity on when LAT becomes payable
with respect to real estate development projects. First, the Notice specifies that taxpayers are
required to settle LAT for each real estate project developed, or if the project is developed in stages,
for each stage of the project. Second, it provides that LAT will be imposed on taxpayers upon the
occurrence of the following events: (i) when a real estate development is completed and completely
sold; (i1) when an unfinished real estate development project without the final accounting of revenue
and expenditure is transferred as a whole to a third party; or (iii) when the taxpayer’s land use right
is directly transferred. Finally, it provides that LAT may be imposed on taxpayers upon the
occurrence of the following additional events: (i) where a real estate development that has been
completed and its transfer is approved, if the area transferred is greater than 85% of the total
saleable area of the development, or, if the area transferred is less than 85%, where the retained area
is leased or used by the developer; (ii) where the sale of a real estate development has not been
finished after three years from the date that the sales or pre-sales permit was obtained; (iii) where a
taxpayer applies to write off its tax registration but has not yet settled LAT; or (iv) where there are
other circumstances as prescribed by the provincial tax authorities.

We have estimated and made full provisions for LAT in accordance with the applicable

requirements set forth in the relevant PRC tax laws and regulations. Our provision for LAT for
2017, 2018 and 2019 and the six months ended June 30, 2019 and 2020 was RMB1,454.4 million,
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RMBI1,731.9 million, RMBI,152.1 million, RMB1,072.9 million and RMB802.6 million (US$113.6
million), respectively. Our current provisions for LAT are based on our management’s best estimates
according to their understanding of the requirements discussed above. However, actual LAT
liabilities are subject to determination by the tax authorities upon the completion of the property
development projects and PRC tax authorities may not agree with the basis on which we have
calculated our LAT obligations. There can be no assurance that our current provisions for LAT are
adequate or that the final outcome will not be different from the amounts initially recorded. In the
event that we are required to settle any or all unpaid LAT, our cash flow and results of operations
during the related period may be adversely affected.

We depend heavily on the continued services of our founder and Chairman, Mr. Kei Hoi Pang

Although Ms. Kei Perenna Hoi Ting is the ultimate shareholder of our Company, she has
declared that the ultimate control over all major affairs of our Company is vested in Mr. Kei Hoi
Pang (formerly known as Mr. Ji Haipeng), our founder and Chairman. For a more detailed
description of Ms. Kei’s declaration, see the section entitled “Principal Shareholders.” As a result,
our success and growth depends on the continued services of Mr. Kei, who has 22 years of
management experience in the PRC property development industry and in-depth knowledge of
various aspects of property development and investment, as well as in highway, infrastructure and
urban development. In addition, although Mr. Kei is covered by the general accidental injury and
illness insurance we provide to our senior management, we have not taken out key man insurance for
Mr. Kei. Competition for qualified and experienced personnel is intense in the property development
sector and the pool of qualified candidates is very limited. The departure of Mr. Kei and any failure
to find suitable replacements could have a material adverse effect on our business, financial
condition, results of operations and prospects.

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

As of the date of this offering memorandum, approximately 77.19% of our outstanding shares
were beneficially owned by our controlling shareholders. Subject to compliance with applicable laws,
by maintaining such ownership, our controlling shareholders are able to exercise substantial
influence over our corporate policies and our business, appoint our directors and officers and vote
on corporate actions requiring shareholders’ approval. In particular, the strategic goals and interests
of our controlling shareholders may not be aligned with our strategy and interests and could reduce
the level of management flexibility that would otherwise exist with a more diversified shareholder
base. In addition, our controlling shareholders will from time to time enter into different
transactions with us. See the section “Related Party Transactions” for more details. The interests
of our controlling shareholders may differ from those of the holders of the Notes. We cannot assure
you that our controlling shareholders will act completely in the interests of the holders of the Notes
or that possible conflicts of interest will be resolved in favor of the holders of the Notes.

If our completed property developments are not in compliance with the relevant land grant
contracts, construction land planning permits, construction works planning permits or
construction commencement permits, we will be subject to additional payments or be required
to take corrective measures to cure such non-compliance

The local government authorities inspect our property developments after completion and, if
the developments are in compliance with the relevant laws and regulations, issue us completion
certificates or other comparable documents, based upon which we are able to deliver the completed
properties to our purchasers. If, for any reason, the total constructed GFA of a property
development exceeds the amount of GFA authorized in the relevant land grant contract,
construction land planning permit, construction works planning permit or construction
commencement permit, or if the completed property contains built-up areas that do not conform
to the construction land planning permit, construction works planning permit or construction
commencement permit, we may be required to make additional payments or take corrective measures
with respect to such non-compliant areas before we are able to obtain a completion certificate for the
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property development. If we fail to obtain the completion certificates or other comparable
documents due to such non-compliance, we will not be able to deliver the relevant properties or
recognize the revenues from the relevant pre-sold properties and may also be subject to liabilities
under the sales contracts. We cannot assure you that the local government authorities will not find
that the total constructed GFA or built-up areas of our existing projects under development or any
future property developments exceed the relevant authorized GFA or are otherwise not in
compliance with the relevant land grant contracts, construction land planning permits, construction
works planning permits or construction commencement permits upon completion of our property
development.

We may be subject to penalties and our land may be repossessed by the PRC government if we do
not comply with the terms of our land grant contracts

Under PRC laws and regulations, if a developer fails to develop land according to the terms of
the land grant contract (including terms relating to payment of land premiums, designated use of
land, time of commencement and completion of development), the relevant government authorities
may issue a warning to or impose a penalty on the property developer, or may even repossess the
land. Any violation of the terms of the land grant contract may also restrict a developer’s ability to
participate, or prevent it from participating, in future land bidding. Specifically, under current PRC
laws and regulations, if we do not commence development for more than one year from the
commencement date of the construction and development work as agreed upon and stipulated in the
land grant contract, the relevant PRC land bureau may serve a warning notice to us and impose an
idle land fee of 20% of the land premium. If we do not commence development for more than two
years from the commencement date of the construction and development work as agreed upon and
stipulated in the land grant contract, the land may be subject to repossession by the PRC
government without compensation unless the delay in development is caused by government actions,
force majeure events or necessary preparatory work. Moreover, even if the commencement of land
development is in conformity with the land grant contract, the land will be treated as idle land if (i)
the developed area of land is less than one-third of the total area of the project under the land grant
contract or the total capital invested is less than one-fourth of the total estimated investment of the
project under the land grant contract and if (ii) the suspension of the development of the land
exceeds one year in time. Current measures in place require the competent land authorities not to
accept any application for new land use rights or process any title transfer transaction, mortgage
transaction, lease transaction or land registration application in respect of any idle land before
completion of the required rectification procedures. We cannot assure you that circumstances
leading to the repossession of land or delays in the completion of a property development will not
arise in the future. If our land is repossessed, we will not be able to continue our property
development on the forfeited land, recover the costs incurred for the initial acquisition of the
repossessed land or recover development costs and other costs incurred up to the date of the
repossession.

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

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

Potential liability for environmental problems could result in substantial costs
We are subject to a variety of laws and regulations concerning the protection of the

environment. The particular environmental laws and regulations which apply to any given project
development site vary greatly according to the site’s location, the site’s environmental condition, the
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present and former uses of the site, as well as adjoining properties. Compliance with environmental
laws and conditions may result in delays in development, may cause us to incur substantial
compliance and other costs and could prohibit or severely restrict project development activity in
environmentally sensitive regions or areas. As required by PRC laws and regulations, we must
undertake an environmental assessment with respect to each project we develop and submit an
environmental impact assessment report to the relevant governmental authorities for approval
before commencing construction. It is possible that there are potential or hidden material
environmental liabilities of which we are unaware, which may have a material adverse impact on
our business. In addition, we cannot assure you that our operations will not result in environmental
liabilities or that our contractors will not violate any environmental laws and regulations in their
operations that may be attributable to us.

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

We are a holding company incorporated in the Cayman Islands. Under the Corporate Income
Tax Law (3715 8ii%) (the “CIT Law”) enacted by the Standing Committee of the National
People’s Congress on March 16, 2007, which took effect on January 1, 2008, and was amended
effective from February 24, 2017 and December 29, 2018 and the implementation rules of the CIT
Law which took effect on January 1, 2008, and was amended effective from April 23, 2019,
enterprises established outside the PRC whose “de facto management bodies” are located in China
are considered “resident enterprises” for PRC tax purposes. The implementation rules define the
term “de facto management body” as a management body that exercises full and substantial control
and management over the business, personnel, accounts and properties of an enterprise. In April
2009, the State Administration of Taxation specified certain criteria for the determination of the “de
facto management bodies” for foreign enterprises that are controlled by PRC enterprises. However,
there have been no official implementation rules regarding the determination of the “de facto
management bodies” for foreign enterprises that are not controlled by PRC enterprises (including
companies like ourselves).

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

Although it is unclear under PRC tax law whether we have a “de facto management body”
located in China for PRC tax purposes, we currently take the position that we are not a PRC resident
enterprise for tax purposes. We cannot assure you that the tax authorities will agree with our
position. If we are deemed to be a PRC resident enterprise for CIT Law purposes, we would be
subject to the PRC corporate income tax at the rate of 25% on our worldwide income. Furthermore,
we may be obligated to withhold PRC income tax at a rate of 10% on payments of interest and
redemption premium on the Notes to investors that are non-resident enterprises, because the interest
and redemption premium may be regarded as being derived from sources within the PRC. The tax
rate may be reduced to 7% in the case of investors that are non-resident enterprises located in Hong
Kong that are the beneficial owners of the income for purposes of the double taxation treaty between
Hong Kong and the PRC. In the case of non-resident individual holders of Notes, the tax may be
withheld at a rate of 20%. Further, if we were treated as a PRC resident enterprise, any gain realized
by a non-resident investor from the transfer of the Notes may be regarded as being derived from
sources within the PRC and accordingly may be subject to a 10% PRC tax in the case of non-resident
enterprises or 20% in the case of non-resident individuals. If we are required to withhold PRC tax
(including VAT) from interest payments on the Notes, we will be required, subject to certain
exceptions, to pay such additional amounts as will result in receipt by the holders of the Notes of
such amounts as would have been received had no such withholding been required. The requirement
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to pay additional amounts will increase the cost of servicing interest payments on the Notes and
could have an adverse effect on our financial condition. In addition, if we fail to withhold such
amounts, we may be subject to fines and other penalties.

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

The PRC government has in the past imposed restrictions on foreign investment in the property
sector to curtail the overheating of the property sector by, among other things, increasing the capital
and other requirements for establishing foreign-invested real estate enterprises, tightening foreign
exchange control and imposing restrictions on purchases of properties in China by foreign persons.
The Notice on Further Strengthening and Regulating the Approval and Supervision on Foreign
Investment in Real Estate Sector in the PRC ([ i 4 — 45 Jii 5 A5 5 40 i B 12 5% & 5 b s S8 g 410 fn B 4
)48 1) was jointly issued by the Ministry of Commerce (“MOFCOM”) and SAFE on May 23, 2007
and amended on October 28, 2015, which, among other things, provides that:

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

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

) foreign-invested real estate enterprises approved by local authorities shall immediately
register with MOFCOM; and

° foreign exchange administration authorities and banks authorized to conduct foreign
exchange business should not handle foreign exchange settlements of capital account
items for those foreign-invested real estate enterprises which have not completed their
filings with MOFCOM.

Restrictions imposed by the PRC government on foreign investment in the property sector may
affect our ability to make further investments in our PRC subsidiaries and as a result may limit our
business growth and have an adverse effect on our business, financial condition and results of
operations.

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

On May 23, 2007, MOFCOM and SAFE jointly issued the “Notice on Further Strengthening
and Regulating the Approval and Supervision on Foreign Investment in Real Estate Sector in the
PRC™ (B2 fin i 3 A A0 e B % 6 5 b e SE 3 it F B 45 0 1), which  was amended on
October 28, 2015. On April 28, 2013, SAFE issued the “Notice Regarding Promulgation of
Administrative Measures on Foreign Debt Registration™ (5% 7 # 5 B it 884 (IMEE R E
ek ) W%, which became effective on May 13, 2013 and was amended on May 4, 2015, and
contains an appendix named the Operating Guidelines for Foreign Debt Registration
Administration (YM&EEF0E HEIEFES]). These notices indicate that SAFE will no longer process
foreign debt registrations or foreign debt applications for the settlement of foreign exchange
submitted by real estate enterprises with foreign investment that obtained authorization certificates
from and registered with MOFCOM on or after June 1, 2007. These regulations effectively prohibit
us from injecting funds into our PRC project companies by way of shareholder loans. Without the
flexibility to transfer funds to PRC subsidiaries as loans, we cannot assure you that the dividend
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payments from our PRC subsidiaries will be available on each interest payment date to pay the
interest due and payable under the Bonds, or on the maturity date to pay the principal of the
outstanding Bonds.

Further, we cannot assure you that the PRC government will not introduce new policies that
further restrict our ability to deploy in the PRC, or that prevent us from deploying in the PRC, the
funds raised outside China.

According to Circular on Further Advancing the Reform of Foreign Exchange Administration
and Improving Examination of Authenticity and Compliance (P #E— 2 3t Sp FE & HE R 58 5 B
B A EFEAZ A (“Circular 37), issued by SAFE on January 26, 2017, enterprises are permitted
to directly or indirectly transfer proceeds from overseas loans guaranteed by an onshore enterprise
for onshore use by loaning the proceeds to an onshore enterprise or using the proceeds to make
investments in an onshore enterprise’s capital or securities. Whether Circular 3 applies to the real
estate industry, however, is presently unclear and subject to SAFE’s subsequent practice.

We may be adversely affected by inaccurate, false or negative media coverage

From time to time, we and our directors, officers, employees and other affiliates may be the
subject of media coverage on the development history, current business and future trends of major
PRC property developers and other matters. Such media reports are often not authorized by us, not
substantiated, and may contain inaccurate or false information about us, our directors, officers,
employees and other affiliates, or may present information about us, our directors, officers,
employees and other affiliates in a negative light. Such inaccurate, false or negative media coverage
may adversely affect our reputation, and as a result our business and results of operations may be
negatively affected. To the extent that information contained in such media coverage is inconsistent
with the information contained in this offering memorandum, investors should not rely on such
inconsistent information, and should only rely on the information contained in this offering
memorandum to make investment decisions about us.

RISKS RELATING TO PROPERTY DEVELOPMENT IN THE PRC

The PRC property market is heavily regulated and subject to PRC government policies,
regulations and measures intended to discourage speculation in the property market

As a property developer in the PRC, we are subject to extensive government regulation in many
aspects of our operations and are highly susceptible to changes in the regulatory measures and policy
initiatives implemented by the PRC government. Over the past few years, property developers and
investors have invested heavily in the PRC, raising concerns that the property market had started to
overheat. In response to concerns over the scale of the increase in property investment, the PRC
government has from time to time introduced policies intended to curtail the overheating of the PRC
property market, including:

) strictly enforcing laws and regulations relating to idle land;

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

° prohibiting commercial banks from lending funds to property developers with an internal
capital ratio of less than a certain prescribed percentage;

° requiring the real estate developers to deleverage;

) restricting PRC commercial banks from extending loans for the development of luxury
residential properties;
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restricting property developers from using borrowings obtained from any local banks to
fund property developments outside that local region, and issuing guidance to a number
of Chinese banks to tighten the size of real estate development loans;

restricting the ability of property developers to raise funds via foreign debt;

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

tightening the grant of trust financing to property developers to control the scale and
growth of real estate financing; and

requiring property developers to promptly and fully pay land premiums before becoming
eligible to receive the relevant land use rights certificate.

More recently, there were reports that the PRC government may start to restrict financing
available to property developers by reference to leverage ratios such as liabilities to assets ratio, net
gearing ratio and cash to short-term borrowings ratio. In the second half of 2020, media reported
that the MOHURD and PBOC have held a joint meeting to communicate with key real estate
enterprises and other relevant governmental departments. According to media reports, in the
meeting, it is announced that the MOHURD and PBOC, jointly with other relevant governmental
departments, have formulated rules for fund monitoring and financing administration of key real
estate enterprises to establish a more market-oriented, rule-based and transparent administration
over the financing by real estate enterprises. Such rules are yet to be released in public. In addition,
the PRC government had also introduced the following policies, among others, to specifically
control the growth of the residential property market:

limiting the maximum amount of monthly mortgage and total monthly debt service
payments of individual borrowers;

suspending land supply for villa developments and restricting land supply for high-end
developments, while mandating a minimum land supply for affordable housing;

imposing a business tax levy on the sales proceeds from secondary sales, based on the
length of the holding period and type of property;

requiring the strict enforcement of a 20% individual income tax on profits from sales of
owner-occupied houses;

increasing the minimum down payment on the purchase price of the residential property
of a family;

raising pre-sale thresholds for commodity housing;

strengthening the government’s management of financing activities by property
enterprises which have engaged in certain illegalities or irregularities;

limiting the purchase of and mortgage loans for residential properties based on a
purchaser’s place of residence and number of residential properties owned;

continuing the enforcement of purchase restrictions imposed on commodity housing;

tightening the availability of individual housing loans in the property market to
individuals and their family members with more than one residential property;
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° giving local branches of the PBOC more latitude in raising the down-payment rate and
mortgage rate for the purchase of a second residential property in cities where housing
prices are increasing at an excessively high rate;

° limiting the availability of individual housing provident fund loans for the purchase of
second (or further) residential properties by laborers or their family members;

° requiring property developers to make public the sales and pre-sale price of its units for
sales within a certain time period and conduct sales strictly in accordance with this stated
price;

° requiring financial institutions to prioritize mortgage applications for ordinary
commodity housing construction projects where small to medium-sized housing units
constitute 70% or more of the total units in such construction projects so long as credit
extension conditions are satisfied; and

° requiring bank to contain its real estate loans to a fixed ratio that varying from 40% to
12.5%, and individual housing loans to a fixed ratio that varying from 32.5% to 7.5%.

Following a downturn in the PRC property market in late 2008 and early 2009, property prices
and transaction volume began to increase sharply in the second half of 2009. This has led to the
imposition of further regulations and policies by the PRC government aimed at slowing down the
property market. These measures resulted in downward pricing pressures on the PRC property
market starting in the second half of 2011 and low transaction volumes during the first half of 2012.

As a result of the downturn in the PRC property market in 2014 and 2015, some of the above
restrictive policies have been amended or terminated by the PRC government. Home-purchase
restrictions in most second and third tier cities have been canceled, the minimum down-payment on
the purchase of the residential property has been reduced, and lending rates of banks have been
lowered.

However, starting from October 2016, multiple PRC local governments and regulators
introduced measures to cool down the PRC’s property market, such as strengthening the
requirements on land transfer, raising down-payment requirements for first and second residential
property purchasers and tightening buyer eligibility criteria for real estate purchases. The recent
tightening measures adopted in Shenzhen, Foshan and Zhuhai, include, among other things:

) increase the guarantee payment for the bidding of the land to more than 50% of the land
base price;

) require the down-payment for the first or second property purchasers to be not lower than
30% or 40% of the purchase price;

° suspend the sale of new commodity apartments or the properties below certain square
footage to local and non-local resident families which have reached their respective limits
for property purchase;

° demand the non-local resident families to furnish the evidence of personal income tax or
social insurance payment for a required period when purchasing the second commodity
apartment or the properties below certain square footage;

) require developers of newly completed properties to file the selling price to local pricing
supervisory authorities, and the authorities have discretion to reject the filing if the
developers refuse to adjust the price when it materially exceeds the prevailing price of the
surrounding properties or the properties developed in previous construction phase by such
developers.
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As a considerable portion of the Company’s land bank are located in these cities, these recent
tightening measures and any other possible tightening measures in the future may have material and
adverse impact on the Company’s contracted sales, average selling price, land acquisition cost and
development cost, and the Company’s overall business and financial results.

We cannot assure you that the PRC government will not implement tightening measures to
restrain the PRC property market at the national, provincial, municipal and local levels in the
future, in which case the declining trends in transaction volume and selling prices of properties in the
PRC may continue or further intensify. As a result, our business, financial condition and results of
operations may be, and or may continue to be, materially and adversely affected.

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

Pursuant to the Notice on Adjustment of Transfer Business Tax to Appreciation Tax (B 2 i
I B 7 SR R (E B R B ) AT issued on March 23, 2016 and implemented on May 1, 2016
(“Circular 36”) by the Ministry of Finance (“MOF”’) and the PRC State Administration of Taxation
(“SAT?”), effective from May 1, 2016, PRC tax authorities have started imposing value added tax
(“VAT”) on revenues from various service sectors, including real estate, construction, financial
services and insurance, as well as other lifestyle service sectors, to replace the business tax that co-
existed with VAT for over 20 years. Since the issuance of Circular 36, MOF and SAT have
subsequently issued a series of tax circulars in March and April 2016 to implement the collection of
VAT on revenues from construction, real estate, financial services and lifestyle services. The VAT
rates applicable to us may be generally higher than the business tax rate we were subject to prior to
the implementation of Circular 36. For example, the VAT rate for the sale of self-developed real
estate projects may be increased from 5% (the current business tax rate) to 11%. Unlike business tax,
the VAT will only be imposed on added value, which means the input tax incurred from the
deductible land prices can be offset from our output tax. However, details of concrete measures are
still being formulated in accordance with Circular 36. The comprehensive impact of the new VAT
regime on our tax burden, our revenues and results of operations still remains uncertain.

The PRC government has adopted various measures to regulate the property development industry
and may adopt further restrictive measures in the future

In addition to its policies and measures implemented to address housing prices, the PRC
government has implemented a number of regulations and measures governing the property
development industry. In July 2006, the MOHURD, the National Development and Reform
Committee (“NDRC™), the PBOC, the State Administration for Industry and Commerce, or SAIC,
and the State Administration of Foreign Exchange, or SAFE, issued Opinions on Regulating the
Entry and Administration of Foreign Investment in the Real Estate Market (BB 5 1oz i 5 40 E
HEA RS BLAY 7 ) which was amended on August 19, 2015, which impose significant requirements
on foreign investment in the PRC real estate sector. For Instance, to transfer the equity in or the
project of a foreign-invested real estate enterprise, it shall be examined and approved by the
authority in charge of commerce and other authorities strictly in accordance with the provisions of
the relevant laws, regulations and policies.

On July 10, 2007, SAFE issued the Notice on Publicity of the List of the 1st Group of Foreign-
Invested Real Estate Projects filed with MOFCOM (B R4 MR 47 A v B T 5550 — b4 8 p 15
T ZE 1 A0 P 1 S L E T H 45 B A8 AT (Circular No. 130), under which some notices will have a
significant impact on offshore financings of foreign invested real enterprises: an foreign invested real
enterprises which has obtained an certificate (including new establishment and registered capital
increase) and filed with MOFCOM after June 1, 2007 may not incur foreign debt or convert loans in
foreign currency into RMB; and an foreign invested real enterprises which obtains an certificate after
June 1, 2007 but fails to file with MOFCOM after June 1, 2007, may not conduct a foreign exchange
registration nor a foreign exchange conversion of its registered capital.
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Though Circular No. 130 has become invalid since the issuance of The Notice of the State
Administration of Foreign Exchange on Issuance of the Provisions on the Foreign Exchange
Administration of Domestic Direct Investment of Foreign Investors and the Supporting Documents
(I R S0 e A B ) B R BB AN 3 3 T B R AN A RS ) S I SCIFRYZE ) on May 10,
2013 (“Circular No. 217), The Notice of SAFE on Issuance of Administrative Measures on
Registration of Foreign Debts (154 MR 3R B A 854 CIMEEFLAE FLHE) AN (“Circular
No. 197) issued on April 28, 2013 and partly amended by the Notice of the State Administration of
Foreign Exchange on Repealing and Amending Relevant Regulatory Documents Involving the
Reform of the Registration System for Registered Capital (81540 H1 J5y B i 8 1k A& oo b Kt
T A B i ) il 4 R A AR SCF I3 1) ) (Howifa [2015] Noo. 20) issued by SAFE on May 4, 2015,
states that If an foreign invested real enterprise fails to acquire a land use right certificate, or to have
its development project fund reach 35% of the total investments to the project, it shall not borrow
any foreign debt from abroad, nor shall the foreign exchange bureau implement the registration of
its foreign debt or approve the conversion of foreign debt into RMB. These notices may strictly limit
our capacity to raise funds offshore for the purpose of funding our PRC subsidiaries by means of
increasing their registered capital or extending shareholders’ loans.

On December 24, 2011, MOFCOM and the NDRC jointly issued the Catalogue of Industries for
Guiding Foreign Investment (2011 Revision), or the Catalogue 2011, which took effect on January 30,
2012. Consistent with the provisions of a prior catalogue, the Catalogue 2011 restricts the
construction and operation of high-end residential and commercial properties by foreign investment
entities. Further, on March 10, 2015, the Catalogue of Industries for Guiding Foreign Investment
(2015 Revision), or Catalogue 2015, was issued and supersedes the Catalogue 2011. Compared with
its 2011 revision, the development of tracts of land, the construction and operation of high-end
hotels, office buildings, international conference centers, and real estate intermediary/agency
business have been removed from the category under which foreign investment is restricted, with the
construction and operation of large-scale scheme parks remaining in the category. The latest version
of the Catalogue of Industries for Guiding Foreign Investment is of 2017 Revision {Zhp¥j#% & ¥15
HH 8k (20174F48%T) ) (Decree No. 4 of NDRC and MOFCOM) jointly promulgated by MOFCOM
and NDRC on June 28, 2017, and executed on July 28, 2017. The latest version has further removed
the construction and operation of large-scale scheme parks.

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

Historically, the PRC property market has been cyclical. The rapid expansion of the property
market in certain major provinces and cities in China, including Guangdong Province, in the early
1990s culminated in an over-supply in the mid-1990s and a corresponding fall in property values and
rentals in the second half of the decade. Since the late 1990s, residential property prices and the
number of residential property development projects have gradually increased in major cities as a
result of an increase in demand driven by domestic economic growth. In particular, prices of
residential properties in certain major PRC provinces such as Guangdong Province and cities therein
have experienced rapid and significant growth. The risk of property over-supply has increased in
recent years in certain parts of China, where property investment, trading and speculation have
become overly active. In the event of actual or perceived over-supply, together with the effect of the
PRC government policies to curtail the overheating of the property market, property prices may fall
significantly and our revenue and results of operations will be adversely affected. We cannot assure
you that the problems of over-supply and falling property prices that occurred in the mid-1990s will
not recur in the PRC property market and the recurrence of such problems could adversely affect our
business and financial condition. The PRC property market is also susceptible to the volatility of the
global economic conditions as described in the section entitled “—Risks relating to Our Business—
The global economic slowdown and financial crisis have negatively affected, and may continue to
negatively affect, our business.”
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The cyclical nature of the property market in the PRC affects the optimal timing for the
acquisition of sites, pace of development as well as the sales of properties. This cyclicality, combined
with the lead time required for completion of projects and the sales of properties, means that our
results of operations relating to property development activities may be susceptible to significant
fluctuations from year to year.

Adjustments by the PBOC to the benchmark one-year lending rate and reserve requirement ratios
may increase our finance costs and the finance costs of our customers

The PBOC regulates and continually adjusts the lending rates and reserve requirement ratios
for commercial banks in the PRC, which affects the availability and cost of financing from PRC
commercial banks for property developers and leveraged property buyers. The reserve requirement
refers to the amount of funds that banks must hold in reserve with the PBOC against deposits made
by their customers. Increases in the reserve requirement ratios reduce the amount of bank funds
available for lending. The PBOC increased the reserve requirement ratios six times in 2010, and
another six times up to November 2011, before reducing the reserve requirement ratios three times
between December 2011 and December 31, 2012. The current reserve requirement ratios of 16.5% to
20.0% took effect on May 18, 2012.

The PBOC increased the benchmark one-year lending rate nine times between October 2004
and December 2007, from 5.58% to 7.47%. In 2008, the PBOC reduced the benchmark one-year
lending rate five times, from 7.47% to 5.31%. Since late 2009, the PRC government introduced a
new round of austerity measures to control the growth of the economy, including increasing the
benchmark one-year lending rate five times between October 2010 and July 2011, to 6.56%. The
PBOC subsequently lowered the benchmark one-year lending rate in June and July 2012 and on
November 21, 2014, resulting in a new benchmark one-year lending rate of 5.60%. On August 26,
2015, the PBOC again lowered the benchmark one-year bank lending rate to 4.60%, and on October
24, 2015, the PBOC further lowered the benchmark one-year bank lending rate to 4.35%. The
benchmark one-year bank lending rates published by the PBOC for the years ended December 31,
2017 and 2018 were 4.35% and 4.35%, respectively. We expect that increases in interest rates and
reserve requirement ratios would increase our finance costs in general and the finance costs of
leveraged property buyers and as a result, may delay potential purchasers from making a purchase.
The effect of the increases in interest rates on our finance costs are not immediately apparent due to
our capitalization of finance costs. Upon completion of a project and once the property has been
delivered to buyers, the capitalized finance costs of the relevant property will be recognized as direct
costs on our consolidated income statements.

Any further increases in interest rates on our bank borrowings, including as a result of interest
rate increases by the PBOC, could have a material adverse effect on our business, financial
condition, results of operations and prospects. These and other credit tightening measures by the
PRC government in recent years have affected the ability of Chinese companies, including property
developers, to borrow funds to finance their operation and development plans. Despite recent
decreases, the reserve requirement ratio remains at a relatively high level. We cannot assure you that
the PBOC will not raise lending rates or reserve requirement ratios in the future, or that our
business, financial condition and results of operations would not be adversely affected as a result of
these adjustments.

We face intense competition

In recent years, a large number of property developers have undertaken property development
and investment projects in Guangdong Province and elsewhere in the PRC. Our major competitors
include large national and regional property developers and overseas developers, including a number
of leading Hong Kong property developers, some of which may be more sophisticated than us in
terms of engineering and technical skills, and may have better track records and greater financial,
land and other resources, broader name recognition and greater economies of scale than us.
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In addition, the PRC government has recently introduced various policies and measures in
order to limit the growth and to prevent the overheating of the property development sector, which
has further increased competition for land among real estate developers. For more details, please
refer to the sections entitled “Industry Overview” and “Regulation.”

Competition among property developers may result in an increase in acquisition costs of land
for development, an increase in the cost or a shortage of raw materials, an over-supply of properties,
a decrease in property prices in certain parts of the PRC or an inability to sell such properties, a
slowdown in the rate at which new property developments are approved or reviewed by the relevant
PRC government authorities and an increase in administrative costs for hiring or retaining qualified
personnel, any of which may adversely affect our business, financial position and results of
operations.

In addition, recent market downturns in the PRC may further intensity competition. If we
cannot respond to changes in market conditions or changes in customer preferences more swiftly or
effectively than our competitors, our business, financial condition and results of operations could be
adversely affected.

Property markets in the PRC are still at an early stage of development and lack adequate
infrastructural support

The property markets in the PRC are still at a relatively early stage of development. The growth
of the PRC property markets is often coupled with volatility in market conditions and fluctuation in
property prices. We cannot predict how much and when demand will develop, as various factors,
including social, political, economic and legal factors may affect the development of the market. The
level of uncertainty is increased by limited availability of accurate financial and market information
as well as the overall low level of transparency in the PRC.

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

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

The property development business is subject to claims under statutory quality warranties

Under the Regulations on the Administration of Quality of Construction Works ({3 TFEE
=B HEA])), which became effective on January 30, 2000 and was amended on October 7, 2017 and
April 23, 2019, all property developers in the PRC must provide certain quality warranties for the
properties they construct or sell. In addition, general contractors are required to provide quality
warranties for the properties they build to the relevant property developers, and such property
developers may seek reimbursement from the relevant general contractors for amounts paid to
customers as a result of claims brought under quality warranties. We act as general contractor for a
majority of our property projects, and in such cases we are directly responsible for construction
quality and are generally not able to seek reimbursement from third-party contractors where
customer claims are brought against us under our quality warranties. We cannot guarantee that we
will not receive customer claims in relation to the quality of our projects. If a significant number of
claims were brought against us under our quality warranties and if we were unable to obtain
reimbursement for such claims from third-party contractors in a timely manner or at all, or if the
money retained by us to cover our payment obligations under the quality warranties was not
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sufficient, we could incur significant expenses to resolve such claims or face delays in remedying the
related defects, which could in turn harm our reputation, and materially and adversely affect our
business, financial condition and results of operations.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Substantially all of our assets are located in the PRC and our revenue is sourced from the PRC.
Accordingly, our results of operations, financial position and prospects are directly affected by the
economic, political and legal developments of the PRC.

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

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

° political structure;

° level of government involvement;
) level of development;

° growth rate;

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

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

The PRC economy has been transitioning from a planned economy to a market oriented
economy. For the past three decades, the PRC government has implemented economic reform
measures emphasizing the utilization of market forces in the development of the PRC economy.
However, since early 2004, the PRC government has implemented certain measures in order to
prevent the PRC economy, including the property market, from overheating. These measures may
cause a decrease in the level of economic activity, including demand for residential properties, and
may have an adverse impact on economic growth in the PRC. See the section entitled “Regulation”
for further information. If China’s economic growth decreases or if the PRC economy experiences a
recession, the growth in demand for our products may also decrease and our business, financial
condition and results of operations will be adversely affected.

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

° political instability or changes in social conditions in the PRC;
° changes in laws and regulations or the interpretation of laws and regulations;
° measures which may be introduced to control inflation or deflation;

) changes in the rate or method of taxation; and
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° imposition of additional restrictions on currency conversion and remittances abroad.

The PRC national economy and economies in different regions of the PRC 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. Epidemics, natural
disasters 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 epidemics such as the most recent novel coronavirus named
COVID-19 by the World Health Organization, the Severe Acute Respiratory Syndrome, or SARS,
the H5NI1 avian flu or the human swine flu, also known as Influenza A (HIN1), flood, earthquake,
sandstorm, snowstorm, fire or drought.

The COVID-19 pandemic which began at the end of 2019 has affected millions of individuals
and adversely impacted national economies worldwide, including China. Several cities in China
where we have significant land bank and operations had imposed travel restrictions in an effort to
curb the spread of the highly infectious COVID-19. 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 were adversely affected. Our operations had experience disruptions,
such as temporary closure of our offices and/or those of our contractors or suppliers and suspension
of services. As a result, the completion of our projects may be delayed and sales might be lower than
expected, which might in turn result in substantial increase in our development costs, late delivery of
properties and/or otherwise adversely affect our profitability and cash flows. Further, customers
who have previously entered into contracts to purchase properties may default on their purchase
contracts if the economic situation further deteriorates as a result of the epidemic. In addition, the
COVID-19 outbreak poses risks to the wellbeing of our employees and the safety of our workplace,
which may materially and adversely affect our business operation. Our ability to adequately staff,
manage and/or maintain daily operations may be adversely affected if the outbreak continues or
further deteriorates. Given the uncertainties as to the development of the outbreak at the moment, it
is difficult to predict how long these conditions will exist and the extent to which we may be affected.
Furthermore, our properties or facilities may be required to be suspended or quarantined, if there
were clusters for the COVID-19 cases in our properties or facilities or governmental ordinance to
contain the outbreaks. Any of these circumstances will result in material adverse impact on our
business, financial condition, results of operations, performance and prospects. Since March 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, there can be no assurance that this recovery
momentum will continue in the future.

Past occurrences of epidemics, depending on their scale, have caused different degrees of
damage to the national and local economies in China. Another public health crisis in China triggered
by a recurrence of SARS or an outbreak of any other epidemics, including, for example, the ongoing
COVID-19, especially in the cities where we have operations, may result in material disruptions to
our property development and sales and the operation of commercial properties. In addition, the
outbreak of communicable diseases, such as the COVID-19 outbreak on a global scale, may affect
investment sentiment and result in sporadic volatility in global capital markets or adversely affect
China and other economies. Such outbreak has resulted in restrictions on travel and public
transportation and prolonged closures of workplaces, which may have a material adverse effect on
the global economy. Any material change in the financial markets, the PRC economy or regional
economies as a result of these events or developments may materially and adversely affect our
business, financial condition and results of operations.
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The global financial markets have experienced significant deterioration and volatility, which have
negatively affected the global economy. Any further downturn may adversely affect our results of
operations and financial condition

The global financial markets have been affected by a general slowdown of economic growth
globally, resulting in substantial volatility in global equity securities markets and tightening of
liquidity in global credit markets. Since 2011, the tightening monetary policies and high inflation in
the PRC, global economic uncertainties and the euro zone sovereign debt crisis have resulted in
adverse market conditions and increased volatility in the PRC and overseas financial markets. While
it is difficult to predict how long these conditions will exist and the extent to which we may be
affected, these developments may continue to present risks to our business operations for an
extended period of time, including increase in interest expenses on our bank borrowings, or
reduction in the amount of banking facilities currently available to us. More recently, 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”). On January 31, 2020, the United Kingdom officially exited the European Union
following a UK-EU Withdrawal Agreement signed in October 2019. Given the lack of precedent and
uncertainty of the negotiation, the effect of Brexit remains uncertain, and Brexit has and may
continue to create negative economic impact and increase volatility in the global market. These
challenging market conditions have resulted in reduced liquidity, widening of credit spreads in credit
markets, a reduction in available financing and a tightening of credit terms. Furthermore, 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
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 it may have on China’s economy and the PRC real estate industry
remains uncertain. Should the trade war between the United States and the PRC begin to materially
impact the PRC economy, the purchasing power of our customers in the PRC would be negatively
affected. Any severe or prolonged slowdown or instability in the global or China’s economy may
materially and adversely affect our business, financial condition and results of operations.

Should there be a further economic downturn or credit crisis for any reason, our ability to
borrow funds from current or other funding sources may be further limited, causing our continued
access to funds to become more expensive, which would adversely affect our business, liquidity,
financial condition, results of operations, and most importantly, our property development projects.
As such, we cannot assure you that our business operations will not suffer further adverse effects
caused by the previous or future credit crisis in the near future.

Inflation in China may have a material adverse effect on our business, financial condition and
results of operations

While the PRC economy has experienced rapid growth, such growth has been uneven among

various sectors of the economy and in different geographic areas of the country. Rapid economic
growth can lead to growth in money supply and inflation. If prices of our properties rise at a rate
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that is insufficient to compensate for the rise in our costs, our business, financial condition and
results of operations may be materially and adversely affected. To control inflation in the past, the
PRC government has imposed control on bank credits, limits on loans for fixed assets and
restrictions on state bank lending. Such austerity measures can lead to a slowdown in the economic
growth and may materially and adversely affect our business, financial condition and results of
operations.

Governmental control of currency conversion may limit our ability to use capital effectively

The PRC government imposes controls on the convertibility of Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. We receive our revenues in
Renminbi. Under our current structure, our income is primarily derived from dividend payments
from our PRC subsidiaries. Shortages in the availability of foreign currency may restrict the ability
of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other payments to
us, or otherwise satisfy their foreign currency denominated obligations, if any. Under existing PRC
foreign exchange regulations, payments of certain current account items can be made in foreign
currencies without prior approval from the local branch of SAFE by complying with certain
procedural requirements. However, approval from appropriate government authorities is required
where Renminbi is to be converted into foreign currency and remitted out of China to pay capital
expenses such as the repayment of indebtedness denominated in foreign currencies. The restrictions
on foreign exchange transactions under capital accounts could also affect our subsidiaries’ ability to
obtain foreign exchange through debt or equity financing, including by means of loans or capital
contribution from us. The PRC government may also at its discretion restrict access in the future to
foreign currencies for current account transactions. If the foreign exchange control system prevents
us from obtaining sufficient foreign currency to satisfy our currency demands, we may not be able to
pay dividends in foreign currencies to our Shareholders.

The labor contract law and other labor laws and regulations in the PRC may adversely affect our
business and profitability

The labor contract law promulgated in the PRC on June 29, 2007 and amended on December
28, 2012, effective on July 1, 2013, imposes more stringent requirements on employers in relation to
entering into fixed term employment contracts, the hiring of temporary employees and dismissing
employees. In addition, under the Regulations on Paid Annual Leave for Employees (<l T4 #i 44K
Bt A51)), which came into effect on January 1, 2008, employees who have continuously worked for
more than one year are entitled to a paid holiday ranging from five to 15 days, depending on their
length of service. Employees who agree to waive part or all of their holiday entitlement at the request
of their employers must be compensated with three times their normal daily salaries for each day of
holiday entitlement being waived. As a result of the labor contract law and related regulations, our
labor costs may increase. We cannot assure you that any disputes, work stoppages or strikes will not
arise in the future. Increases in our labor costs and future disputes with our employees could have a
material adverse effect on our business, financial condition or results of operations.

In addition, in accordance with relevant PRC labor laws and regulations, we are required to
contribute to a number of employee social insurance schemes including medical, maternity, work-
related injury, unemployment and pension insurance, and to the employee housing provident fund.
We provide social insurance and contribute to the housing provident fund for our employees in
accordance with the policies and practices of local government authorities’ interpretation and
implementation of relevant PRC labor laws and regulations. Changes in labor laws or regulations in
the PRC in which we operate may result in us incurring significant costs in order to maintain
compliance with such laws and regulations and may delay or prevent project completion. Any failure
to comply with such labor regulations may result in penalties or litigation, and as a result, our
business, financial condition and results of operations could be adversely affected.
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Uncertainty with respect to the PRC legal system could adversely affect us and may limit the legal
protection available to you

As substantially all of our businesses are conducted, and substantially all of our assets are
located, in the PRC, our operations are governed principally by PRC laws and regulations. The PRC
legal system is based on written statutes, and prior court decisions can only be cited as reference.
Since 1979, the PRC government has promulgated laws and regulations in relation to economic
matters such as foreign investment, corporate organization and governance, commerce, taxation,
foreign exchange and trade, with a view to developing a comprehensive system of commercial law.
However, China has not developed a fully integrated legal system and recently enacted laws and
regulations may not sufficiently cover all aspects of economic activities in China. For example, since
the tenor exceeds one year, 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. Some of the laws and regulations, and the interpretation,
implementation and enforcement thercof, are subject to policy changes. There is no guarantee that
the introduction of new laws, changes to existing laws and the interpretation or application thereof,
or delays in obtaining rulings, interpretations or approvals from the relevant authorities will not
have an adverse impact on our business or prospects.

Even where adequate laws exist in China, the enforcement of existing laws or contracts based
on existing laws may be uncertain or sporadic, and it may be difficult to obtain swift and equitable
enforcement of a judgment by a court of another jurisdiction. In addition, any litigation in China
may be protracted and result in substantial costs and the diversion of resources and management’s
attention. All these uncertainties could limit the legal protection available to foreign investors,
including you.

It may be difficult to effect service of process on our Directors or executive offers who reside in the
PRC or to enforce against us or them in the PRC any judgments obtained from non-PRC courts

A majority of our senior management members reside in mainland China, and substantially all
of our assets, and substantially all of the assets of those persons are located in mainland China.
Therefore, it may be difficult for investors to effect service of process upon those persons inside
mainland China or to enforce against us or them in mainland China any judgments obtained from
non-PRC courts. China does not have treaties providing for the reciprocal recognition and
enforcement of judgments of courts with the Cayman Islands, the United States, the United
Kingdom, Japan and many other developed countries. Therefore, recognition and enforcement in
China of judgments of a court in any of these jurisdictions in relation to any matter not subject to a
binding arbitration provision may be difficult or even impossible.

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. The Notes will not be guaranteed by any current or future PRC subsidiaries or
by certain other Non-Guarantor Subsidiaries. Our primary assets are ownership interests in our PRC
subsidiaries and other Non-Guarantor Subsidiaries. The Subsidiary Guarantors do not, and the JV
Subsidiary Guarantors (if any) may not, have material operations. Accordingly, our ability to pay
principal and interest on the Notes and the ability of the Subsidiary Guarantors and the JV
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Subsidiary Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or the JV
Subsidiary Guarantees (as the case may be) will depend upon our receipt of principal and interest
payments on the intercompany loans and distributions of dividends from our PRC subsidiaries.

Creditors, including trade creditors of our Non-Guarantor Subsidiaries (including the
Designated Non-Guarantors (as defined in “Description of the Notes”)) and any holders of
preferred shares in such entities, would have a claim on such subsidiaries’ assets that would be prior
to the claims of holders of the Notes. As a result, our payment obligations under the Notes will be
effectively subordinated to all existing and future obligations of such subsidiaries, and all claims of
creditors of our Non-Guarantor Subsidiaries will have priority as to the assets of such entities over
our claims and those of our creditors, including holders of the Notes. The Notes and the Indenture
permit us, the Subsidiary Guarantors, the JV Subsidiary Guarantor (if any) and our Non-Guarantor
Subsidiaries to incur additional indebtedness and issue additional guarantees, subject to certain
limitations. The Notes and the Indenture do not restrict the ability of our subsidiaries to issue
certain categories of guarantee in the ordinary course of business. In addition, our secured creditors
or those of any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) would have priority as to
our assets or the assets of such Subsidiary Guarantor or JV Subsidiary Guarantor (if any) securing
the related obligations over claims of holders of the Notes.

Under the terms of the Notes, a Subsidiary Guarantee required to be provided by a subsidiary
of the Company under the terms of the Notes may be replaced by a limited-recourse guarantee, or JV
Subsidiary Guarantee, following the sale or issuance to, or a purchase from, a third party of an
equity interest in such subsidiary or its direct or indirect majority sharcholders (subject to the
satisfaction of certain conditions). Recovery under the JV Subsidiary Guarantees provided by a JV
Subsidiary Guarantor and its sharcholders and subsidiaries are limited to an amount equal to our
proportional interest in the issued share capital of such JV Subsidiary Guarantor, multiplied by the
fair market value of the total assets in such JV Subsidiary Guarantor and its subsidiaries, on a
consolidated basis, as of the date of the last fiscal year end of the Company. 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.

Our payment obligations under the Notes will be subordinated to all existing and future
obligations of the Designated Non-Guarantors, including, without limitation, the Existing Notes
(other than the Existing Pari Passu Notes)

The Designated Non-Guarantors, being certain Restricted Subsidiaries that are guaranteeing
the Existing Notes (other than the Existing Pari Passu Notes) and other indebtedness, will not
guarantee the Notes. See “Description of the Notes — Definitions — Designated Non-Guarantors.”
As a result, our payment obligations under the Notes will effectively be subordinated to all existing
and future obligations of such Restricted Subsidiaries, including the Existing Notes (other than the
Existing Pari Passu Notes) and certain offshore indebtedness which are guaranteed by such
Restricted Subsidiaries, and all claims of creditors of such Restricted Subsidiaries will have priority
as to the assets of such entities over our claims and those of our creditors.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) are unsecured
obligations

As the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) are
unsecured obligations, our ability or the ability of the Subsidiary Guarantors or JV Subsidiary

Guarantors (if any) to fulfill our or their financial obligations may be compromised if:

° we, any Subsidiary Guarantor or JV Subsidiary Guarantor (if any) enter into bankruptcy,
liquidation, reorganization or other winding-up proceeding;

° there is a default in payment under secured indebtedness or other unsecured indebtedness
of us, any Subsidiary Guarantor or JV Subsidiary Guarantor (if any); or
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° there is an acceleration of any indebtedness of us, any Subsidiary Guarantor or JV
Subsidiary Guarantor (if any).

If any of these events occur, our assets and assets of the Subsidiary Guarantors and the JV
Subsidiary Guarantees (if any) may not be sufficient to pay amounts due on the Notes, the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any).

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

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

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 rising current liabilities

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. As of June 30, 2020, our total bank and other borrowings amounted to RMB77,578.0
million (US$10,980.5 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. Under the Notes, our ability to incur additional debt is subject to the
limitation on indebtedness and preferred stock covenant. Under such covenant, we may incur (i)
certain Permitted Indebtedness or (ii) additional indebtedness if we can, among other things, satisfy
the Fixed Charge Coverage Ratio. The Fixed Charge Coverage Ratio is derived by dividing
Consolidated EBITDA by Consolidated Fixed Charges. Because our definition of Consolidated
EBITDA includes, among others, our impairment provisions and 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
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similarly situated PRC-based issuers of high-yield bonds whose covenant does not typically include
unrealized gains in the calculation of their respective consolidated EBITDA. In addition, because
our definition of Consolidated Interest Expense for the Notes excludes (i) the interest expense on
indebtedness of third parties that we guarantee (except to the extent that such interest expense has
become payable by us) and (ii) any distributions incurred, accrued or payment on any Perpetual
Bond Obligation that is accounted for as equity in accordance with the relevant generally accepted
accounting principles, of which the aggregate outstanding principal amount does not exceed 20% of
Total Assets, once our Existing Notes are fully redeemed or their terms are similarly amended, our
Consolidated Interest Expense and our ability to incur additional debt could be even larger when
compared to other similarly situated PRC senior notes issuers whose covenants would typically
include such interest expense in the definition of consolidated interest expense. If we or our
subsidiaries incur additional debt, the risks that we face as a result of our already substantial
indebtedness and leverage could intensify.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations
will depend upon our future operating performance, which will be affected by prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. We
anticipate that our operating cash flow will be sufficient to meet our anticipated operating expenses
and to service our debt obligations as they become due. However, we may not 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 secking equity capital. These
strategies may not be instituted on satisfactory terms, if at all.

In addition, the terms of the Indenture and the indentures governing 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 specific
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 the section entitled “Description of
Other Material Indebtedness.” Such restrictions in the Notes and our other financing arrangements
may negatively affect our ability to react to changes in market conditions, take advantage of business
opportunities we believe to be desirable, obtain future financing, fund 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.

Our current liabilities were RMB57,293.8 million, RMB88,538.5 million, RMBI119,097.1
million and RMB137,537.1 million (US$19,467.1 million) as of December 31, 2017, 2018 and 2019
and June 30, 2020. Our rising current liabilities could increase our pressure to seek refinancing at less
favorable terms or use our current assets to discharge such current liabilities, which in turn could
materially and adversely affect our financial health.

The terms of the Notes give us enhanced flexibility to pay dividends and repurchase our shares

We pay dividends to our shareholders or repurchase our common stock from time to time.
Under the Indenture and the indentures governing the Existing Notes, any such dividend payment or
repurchase 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 20% of our profit for the year
without satisfying the Fixed Charge Coverage Ratio. With such an exception, once our Existing
Notes (other than the Existing Pari Passu Notes) are fully redeemed or their terms are similarly
amended, we may be able to pay substantial amount of dividends or repurchase 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.
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We have flexibility to incur debt secured by assets the security interest of which may not be shared
with the Holders of the Notes

Although the “Limitation on Liens” covenant as described under the “Description of the
Notes” section provides that we may not create or permit to exist any liens on our assets and
properties unless such liens are shared on a pari passu basis with the Holders of the Notes, such
restriction is subject to important exceptions and qualifications. The terms of the Notes give us
enhanced flexibility to make Restricted Payments, including investments, in Unrestricted
Subsidiaries, minority owned joint ventures and other persons, and we have the flexibility under
the terms of the Notes to designate certain subsidiaries as Unrestricted Subsidiaries, which may have
substantial assets. Unrestricted Subsidiaries themselves are not subject to the restrictive covenants
under the indenture governing the Notes and will therefore be permitted to incur debt secured by
their assets, the security interest of which will not be shared with holders of the Notes. In addition,
the definition of “Permitted Liens” also gives us and our Restricted Subsidiaries flexibility to incur
debt secured by certain assets, the security interest of which may not be shared with holders of the
Notes. The Notes will therefore rank behind such secured debt to the extent of the value of such
security, the amount of which may be material.

Our subsidiaries are subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to us and our subsidiaries and any dividends from such
subsidiaries may not qualify for reduced treaty rates

As a holding company, we depend on the receipt of dividends and interest and principal
payments on intercompany loans or advances from our subsidiaries, including our PRC subsidiaries,
to satisfy our debt obligations, including our obligations under the Notes. The ability of our
subsidiaries to pay dividends and make payments on intercompany loans or advances to their
shareholders is subject to, among other things, distributable earnings, cash flow conditions,
restrictions contained in the articles of association of our subsidiaries, applicable laws and
restrictions contained in the debt instruments of such subsidiaries. In particular, a number of our
subsidiaries in the PRC are parties to bank loan agreements that restrict their ability to pay
dividends. See the section entitled “Description of Other Material Indebtedness.” In addition, if any
of our subsidiaries raises capital by issuing equity securities to third parties, dividends declared and
paid with respect to such equity would not be available to us to make payments on the Notes.
Further, certain loan agreements and secured trust financing agreements obtained by our PRC
subsidiaries from lender banks and trust companies in the PRC contain provisions that restrict or
prohibit the payment or declaration of dividends or distributions. These restrictions could reduce the
amounts that we receive from our subsidiaries, which would restrict our ability to meet our payment
obligations under the Notes and the ability of the Subsidiary Guarantors or JV Subsidiary
Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or JV Subsidiary
Guarantees (as the case may be).

PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations and such profits differ
from profits determined in accordance with HKFRS in certain significant respects, including the use
of different bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to
set aside a portion of their after-tax profits according to PRC accounting standards and regulations
to fund certain reserves that are not distributable as cash dividends by the board of directors. In
addition, dividends paid by our PRC subsidiaries to their non-PRC parent companies are subject to
a 10% withholding tax, unless there is a tax treaty between the PRC and the jurisdiction in which the
overseas parent company is incorporated that specifically exempts or reduces such withholding tax.
Currently, we invest in most of our PRC operating subsidiaries through Yuen Ming (Hong Kong)
Investments Company Limited (“Yuen Ming”) and Kam Wang (Hong Kong) Investments Company
Limited (“Kam Wang”), companies incorporated in Hong Kong. Pursuant to the Arrangement
between Mainland China and the Hong Kong Special Administrative Region for the Avoidance of
Double Taxation and Prevention of Fiscal Evasion with respect to Taxes on Income (€Al 7 5 4
AT I 1 B 7 3 iy 75 sk G B OB AN B IR T B % HE)) (the “Hong Kong Tax Treaty”), Yuen

Ming and Kam Wang may be subject to withholding tax at a rate of 5% on dividends received from
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our PRC operating subsidiaries. However, according to Announcement of the State Administration
of Taxation on Issues Relating to “Beneficial Owner” in Tax Treaties ([ ZKBiHs 44 J5 B A B o &
sz g T AN A B BB 2 15 )) issued by the PRC State Administration of Taxation on February
3, 2018 (“Announcement No. 97), if the business activities undertaken by the applicant do not
constitute substantive business activities, it is not favorable for determination of “beneficial owner”
status of the applicant. It is unclear whether Announcement No. 9 applies to dividends from our
PRC operating subsidiaries paid to us through Yuen Ming and Kam Wang. It is possible, however,
that under Announcement No. 9, Yuen Ming and Kam Wang would not be considered as the
“beneficial owners” of any such dividends, and that such dividends would as a result be subject to
income tax withholding at the rate of 10% rather than the favorable 5% rate applicable under the
Hong Kong Tax Treaty, in which case our results of operations and financial position would be
materially and adversely affected. As a result of such limitations, there could be timing limitations
on payments from our PRC subsidiaries to meet our payment obligations under the Notes or to
satisfy the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under the
Subsidiary Guarantees or the JV Subsidiary Guarantees (as the case may be), and there could be
restrictions on payments required to redeem the Notes at maturity or as required for any early
redemption.

Furthermore, 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 sharecholders’ 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, subject to approval by local tax
authorities) withholding tax on our behalf on the interest paid under any shareholders’ loans. PRC
regulations require approval by SAFE prior to any of our non-PRC subsidiaries making shareholder
loans in foreign currencies to our PRC subsidiaries (except the loans to a foreign-invested enterprise
within the difference between its total investment and registered capital), and require such loans
(including the loans to a foreign-invested enterprise within the difference between its total
investment and registered capital) to be registered with SAFE. Prior to payment of interest and
principal on any such shareholder loan, the PRC subsidiaries must present evidence of payment of
the withholding tax on the interest payable on any such shareholder loan and evidence of registration
with SAFE, as well as any other documents that SAFE or its local branch may require.

As a result of the foregoing, we cannot assure you that we will have sufficient cash flow from
dividends or payments on intercompany loans or advances from our subsidiaries to satisfy our
obligations under the Notes or the obligations of the Subsidiary Guarantors or JV Subsidiary
Guarantors (if any) under the Subsidiary Guarantees or the JV Subsidiary Guarantees (as the case
may be). Any limitation on the ability of our PRC subsidiaries to pay dividends to us may also
materially and adversely limit our ability to grow, make investments or acquisitions that could be
beneficial to our businesses or otherwise fund and conduct our business.

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

The Notes are denominated in the U.S. dollars while substantially all of our revenues are
generated by our PRC operating subsidiaries and are denominated in Renminbi. We have also
incurred other borrowings denominated in U.S. dollars. Pursuant to reforms of the exchange rate
system announced by the PBOC on July 21, 2005, Renminbi-to-foreign currency exchange rates are
allowed to fluctuate within a narrow and managed band against a basket of foreign currencies,
rather than being effectively linked to the U.S. dollar. Further, from May 18, 2007, the PBOC
enlarged the floating band for the trading prices in the inter-bank foreign exchange market of the
Renminbi against the U.S. dollar from 0.3% to 0.5% around the central parity rate, effective on May
21, 2007. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5% above or below
the central parity rate published by the PBOC. The floating band was widened to 1.0% on April 16,
2012. On March 17, 2014, the PBOC further widened the floating band against the U.S. dollar to
2.0%. These changes in currency policy resulted in the Renminbi appreciating against the U.S. dollar
by approximately 24.8% from July 21, 2005 to December 29, 2017. On August 11, 2015, the PBOC
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announced plans to improve the central parity rate of the RMB against the U.S. dollar by
authorizing market-makers to provide parity to the China Foreign Exchange Trading Center
operated by the PBOC with reference to the interbank foreign exchange market closing rate of the
previous day, the supply and demand for foreign currencies as well as changes in exchange rates of
major international currencies. On the same day, the central parity rate of the RMB against the U.S.
dollar depreciated by nearly 2.0% as compared to August 10, 2015, and further depreciated by
nearly 1.6% on August 12, 2015 as compared to August 11, 2015. The International Monetary Fund
announced on September 30, 2016 that the Renminbi joins its Special Drawing Rights currency
basket. Since October 2016, the RMB against the U.S. dollar continued to depreciate at an
increasing rate. Such change and additional future changes may increase the volatility in the trading
value of the Renminbi against foreign currencies.

The PRC government may adopt further reforms of its exchange rate system, including making
the Renminbi freely convertible in the future. If such reforms were implemented and resulted in
devaluation of the Renminbi against U.S. dollars, such a devaluation could adversely affect the
value, translated or converted into U.S. dollars or otherwise, of our earnings, our ability to satisfy
our obligations under the Notes and other indebtedness denominated in foreign currencies and have
an adverse impact on our financial condition and results of operations.

There are limited hedging instruments available in China to reduce our exposure to exchange
rate fluctuations between the Renminbi and other currencies. To date, we have not entered into any
hedging transactions to reduce our exposure to such risks. Following the offering of the Notes, we
may enter into foreign exchange or interest rate hedging agreements in respect of our liabilities under
the Notes denominated in U.S. dollars. 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. If we were unable to
provide such collateral, it could constitute a default under such agreements.

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

The Notes are subject to optional redemption by us

As set forth in “Description of the Notes—Optional Redemption,” the Notes may be redeemed
at our option in the circumstances set out therein. An optional redemption feature is likely to limit
the market value of the Notes. During any period when we may elect to redeem 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 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. [t 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.
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We may not be able to repurchase the Notes upon a Change of Control Triggering Event

Upon the occurrence of a Change of Control Triggering Event, the holder of each Note will
have the option to require us to redeem all or some of the holder’s Notes at a purchase price equal to
101% of the principal amount plus accrued and unpaid interest. See the section entitled “Description
of the Notes.”

The source of funds for any such purchase would be our available cash or third-party financing.
However, we may not have enough available funds at the time of the occurrence of any Change of
Control Triggering Event to make purchases of the outstanding Notes. Our failure to make the offer
to purchase or to purchase the outstanding Notes would constitute an event of default under the
Notes. The event of default may, in turn, constitute an event of default under other indebtedness,
any of which could cause the related debt to be accelerated after any applicable notice or grace
periods. If our other debt were to be accelerated, we may not have sufficient funds to purchase the
Notes and repay the debt.

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 for purposes of the
Indenture also includes a phrase relating to the sale of “all or substantially all” of our assets.
Although there is a limited body of case law interpreting the phrase “substantially all,” there is no
precise established definition under applicable law. Accordingly, our obligation to make an offer to
purchase the Notes, and the ability of a holder of the Notes to require us to purchase its Notes
pursuant to the offer as a result of a highly leveraged transaction or a sale of less than all of our
assets may be uncertain.

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

In light of land prices, the capital intensive nature of land acquisitions, sizes of projects, the
competitive landscape and other factors, we may from time to time consider developing properties
jointly with other property developers. As a result, we may need to make investments in joint
ventures (including joint ventures in which we may own less than a 50% equity interest) and such
joint ventures may or may not be Restricted Subsidiaries under the Indenture governing the Notes.
Although the Indenture governing the Notes restricts us and our Restricted Subsidiaries from
making investments in Unrestricted Subsidiaries or joint ventures, these restrictions are subject to
important exceptions and qualifications, including, among others, that we may, subject to certain
conditions, make investments in any Unrestricted Subsidiaries and minority owned joint ventures
engaged in any business other than property development up to an aggregate amount of up to 15.0%
of our total assets, and the Fixed Charge Coverage Ratio requirement does not apply to any such
investments. See the section entitled “Limitation on Restricted Payments” and the definition of
“Permitted Investment” in “Description of the Notes.”

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

The insolvency laws of the Cayman Islands, BVI, Hong Kong and the PRC and other local
insolvency laws applicable to us may differ from those of any other jurisdiction with which holders
of the Notes are familiar

Because we are incorporated under the laws of the Cayman Islands, an insolvency proceeding
relating to us, even if brought in the United States, would likely involve Cayman Islands insolvency
laws, the procedural and substantive provisions of which may differ from comparable provisions of
the laws of the United States or other jurisdictions with which holders of the Notes are familiar. 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 are familiar.

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

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

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

Our operations are restricted by the terms of the Notes and other debt agreements, which could

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

increase your credit risk

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

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

° declare dividends on their capital stock or purchase or redeem capital stock;
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° 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, merger, restructuring or changes in shareholding in subsidiaries.

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

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

Although application will be made to the Hong Kong Stock Exchange for the listing of the
Notes by way of debt issues to Professional Investors only as described in this offering
memorandum, we cannot assure you that we will obtain such listing or be able to maintain the
listing of the Notes on the Hong Kong Stock Exchange, or that, if listed, a liquid trading market will
develop. We have been advised that the Initial Purchasers intend to make a market in the Notes, but
the Initial Purchasers are not obligated to do so and may discontinue such market making activity at
any time without notice. In addition, the Notes are being offered pursuant to exemptions from
registration under the Securities Act and, as a result, you will only be able to resell your Notes in
transactions that have been registered under the Securities Act or in transactions not subject to or
exempt from registration under the Securities Act. See the section entitled “Transfer Restrictions.”
We cannot predict whether an active trading market for the Notes will develop or be sustained.

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

The Notes are expected to be rated “BB” by Fitch and BBB- by Lianhe Global. The 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. Additionally, we
have been assigned a long-term foreign currency issuer default rating of BB with a stable outlook by
Fitch Ratings, a long-term foreign currency issuer default rating of Ba3 with a positive outlook by
Moody’s Ratings, a long-term foreign currency issuer default rating of BB with a stable outlook by
S&P Ratings and BBB- with a stable outlook by Lianhe Global. 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 rating on the Notes will be confirmed or it or our corporate credit ratings
will remain for any given period of time or that a rating will not be lowered or withdrawn entirely by
the relevant rating agency if in its judgment circumstances in the future so warrant (such
circumstances include, for example, if we or our Restricted Subsidiaries were to incur substantial
additional indebtedness to the extent permitted under the Indenture). We have no obligation to
inform holders of the Notes of any such revision, downgrade or withdrawal. A suspension, reduction
or withdrawal at any time of the rating assigned to the Notes may adversely affect the market price
of the Notes.
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Certain transactions that constitute “connected transactions” under the Listing Rules will not be
subject to the “Limitation on Transactions with Shareholders and Affiliates” covenant

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

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

(a) any holder (or any Affiliate of such holder) of 10% or more of shares of the Company; or
(b) any Affiliate of the Company, on the other hand.

As such, transactions between the Company or any Restricted Subsidiary, on the one hand, and
an Affiliate of any Restricted Subsidiary, on the other hand, will not be captured by such covenant,
even though they may be connected transactions under the Listing Rules and subject to any
requirements under the Listing Rules 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.

The Notes may not be a suitable investment for all investors

Each potential investor in the Notes must determine the suitability of an investment in the
Notes in light of its own circumstances. In particular, each potential investor should consider, either
on its own or with the help of its financial and other professional advisors, whether it: (i) has
sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and
risks of investing in the Notes and the information contained or incorporated by reference in this
offering memorandum; (ii) has access to, and knowledge of, appropriate analytical tools to evaluate,
in the context of its particular financial situation, an investment in the Notes and the impact such
investment will have on its overall investment portfolio; (iii) has sufficient financial resources and
liquidity to bear all of the risks of an investment in the Notes, including where the currency for
principal or interest payments is different from the currency in which the potential investor’s
financial activities are principally denominated; (iv) understands thoroughly the terms of the Notes
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and is familiar with the behavior of any relevant indices and financial markets; and (v) is able to
evaluate possible scenarios for economic, interest rate and other factors that may affect its
investment and its ability to bear the applicable risks.

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 differs in certain
significant respects from GAAP in other jurisdictions, which might be material to the financial
information contained in this offering memorandum. We have not prepared a reconciliation of our
consolidated financial statements and related footnotes between HKFRS and other GAAP. You
should consult your own professional advisors for an understanding of the differences between
HKFRS and other GAAP and how those differences might affect the financial information
contained in this offering memorandum.

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

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

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

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

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

We conduct substantially all of our business operations through our PRC subsidiaries but none
of our current PRC subsidiaries will provide a Subsidiary Guarantee either upon issuance of the
Notes or at any time therecafter. Therefore, almost all of our revenue and income (as shown in our
consolidated financial information included elsewhere in this offering memorandum) are attributed
to our PRC operating subsidiaries and any contribution from direct operations of the Subsidiary
Guarantors (or JV Subsidiary Guarantors) are immaterial. No future subsidiaries that are organized
under the laws of the PRC or their future PRC or non-PRC subsidiaries, or that are not permitted by
applicable laws or regulation to guarantee the Notes (the “Exempted Subsidiaries”), or that are
listed on a qualified exchange and their subsidiaries (the “Listed Subsidiaries”) will provide a
Subsidiary Guarantee or JV Subsidiary Guarantee at any time in the future. In addition, certain of
our offshore subsidiaries will not be required to guarantee the Notes if the consolidated assets of
these subsidiaries (other than the Exempted Subsidiaries and Listed Subsidiaries) do not exceed 30%
of our total assets, once our Existing Notes are fully redeemed or their terms are similarly amended.
As a result, the Notes will be effectively subordinated to all the debt and other obligations, including
contingent obligations and trade payables, of our PRC subsidiaries and other Non-Guarantor
Subsidiaries.

The initial Subsidiary Guarantors that will guarantee the Notes do not have significant
operations. We cannot assure you that the initial Subsidiary Guarantors or any subsidiaries that may
become Subsidiary Guarantors or JV Subsidiary Guarantors in the future will have the funds
necessary to satisfy our financial obligations under the Notes if we are unable to do so.

Moreover, under the terms of the Notes, a Subsidiary Guarantee required to be provided by a
subsidiary of the Company under the terms of the Notes may be replaced by a limited-recourse JV
Subsidiary Guarantee following the sale or issuance to, or purchase from, a third party of an equity
interest in such subsidiary or its direct or indirect majority shareholders (subject to the satisfaction
of certain conditions). Recovery under the JV Subsidiary Guarantees provided by a JV Subsidiary
Guarantor and its shareholders and subsidiaries are limited to an amount equal to our proportional
interest in the issued share capital of such JV Subsidiary Guarantor multiplied by the fair market
value of the total assets in such JV Subsidiary Guarantor and its subsidiaries, on a consolidated
basis, as of the date of the last fiscal year-end of the Company. 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 Subsidiary Guarantees may be challenged under applicable insolvency or fraudulent transfer
laws, which could impair the enforceability of the Subsidiary Guarantees

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

For Subsidiary Guarantors or JV Subsidiary Guarantors (if any) incorporated in the BVI:

) incurred the debt with the intent to defraud creditors (whenever the transaction took place
and irrespective of insolvency);
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° either (i) put the beneficiary of the guarantee in a position which, in the event of the
guarantor’s insolvency, would be better than the position the beneficiary would have been
in had the guarantee not been given or (ii) received no consideration, or received
consideration in money or money’s worth that is significantly less than the consideration
supplied by the guarantor unless it is entered into in good faith for the purposes of its
business with reasonable grounds for believing that it would benefit the guarantor
(although in either case a guarantee will only be voidable if it (i) was entered into at a time
when the guarantor was insolvent or if it became insolvent as a consequence of doing so,
insolvent in this context means that the guarantor fails to comply with the requirements of
a statutory demand, execution or other process issued on a judgement, decree or order of
a BVI court in favor of a creditor of the guarantor is returned unsatisfied or the guarantor
is unable to pay its debts as they fall due, and (ii) was given within the six months, or, if
the guarantee and beneficiary are connected entities, two years, before the onset of
insolvency).

For Subsidiary Guarantors or JV Subsidiary Guarantors (if any) incorporated in other
jurisdictions:

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

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

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

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

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

The measure of insolvency for purposes of the foregoing will vary depending on the laws of the
jurisdiction which are being applied. Generally, however, a guarantor would be considered insolvent
at a particular time if it were unable to pay its debts as they fell due or if the sum of its debts was then
greater than all of its property at a fair valuation or if the present fair saleable value of its assets was
then less than the amount that would be required to pay its probable liabilities in respect of its
existing debt as it became absolute and matured. We cannot assure you that such limitation will be
effective in preserving the enforceability of any of the Subsidiary Guarantees or JV Subsidiary
Guarantees (if any). In addition, a guarantee may be subject to review under applicable insolvency or
fraudulent transfer laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of
the guarantors. In such case, the analysis set forth above would generally apply, except that the
guarantee could also be subject to the claim that, since the guarantee was not incurred for the benefit
of the guarantor, the obligations of the guarantor thereunder were incurred for less than reasonably
equivalent value or fair consideration, and, as a result, such guarantee would be rendered void.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any)
under the Subsidiary Guarantees or JV Subsidiary Guarantees (as the case may be) will be limited to
the maximum amount that can be guaranteed by the applicable Subsidiary Guarantor or JV
Subsidiary Guarantor (if any) without rendering the guarantee, as it relates to such Subsidiary
Guarantor or JV Subsidiary Guarantor (if any), voidable under such applicable insolvency or
fraudulent transfer laws.
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If a court voided a Subsidiary Guarantee or JV Subsidiary Guarantee (if any), subordinated
such guarantee to other indebtedness of the Subsidiary Guarantor or JV Subsidiary Guarantor (if
any) or held the Subsidiary Guarantee or JV Subsidiary Guarantee (if any) unenforceable for any
other reason, holders of the Notes would cease to have a claim against that Subsidiary Guarantor or
JV Subsidiary Guarantor (if any) based upon such guarantee, would be subject to the prior payment
of all liabilities (including trade payables) of such Subsidiary Guarantor or JV Subsidiary
Guarantor, and would solely be creditors of us and any Subsidiary Guarantor or JV Subsidiary
Guarantor (if any) whose guarantee was not voided or held unenforceable. We cannot assure you
that, in such an event, after providing for all prior claims, there would be sufficient assets to satisfy
the claims of the holders of the Notes.
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USE OF PROCEEDS

The net proceeds from this offering, after deducting the underwriting discounts and
commissions payable by us in connection with this offering, will be US$297.3 million, which we
plan to use for refinancing our existing indebtedness.

We may adjust the foregoing plans in response to changing market conditions and, thus,
reallocate the use of the proceeds. Pending application of the net proceeds of this offering, we intend
to invest the net proceeds in Temporary Cash Investments (as defined under “Description of the
Notes—Definitions”).
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EXCHANGE RATE INFORMATION
CHINA

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

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

Noon buying rate

Period Period end Average) High Low
(RMB per US$1.00)
2015 . 6.4778 6.2869 6.4896 6.1870
2016 . . . 6.9430 6.6549 6.9580 6.9430
2017 6.5063 6.7530 6.9575 6.4773
2018 . 6.8755 6.6292 6.9737 6.2649
2019 . 6.9618 6.9014 7.1786 6.6822
2020
July. .. 6.9744 7.0041 7.0703 6.9744
August . ... 6.8647 6.9310 6.9799 6.8647
September . .. ... ... ... L L 6.7896 6.8106 6.8474 6.7529
October. .. ... ... .. ... . 6.7898 6.7898 6.7898 6.7898
November . .. ......... . ... . ....... 6.5750 6.6044 6.6899 6.5556
December (through December 23, 2020) . . . 6.5400 6.5420 6.5705 6.5295

Source: Federal Reserve H.10 Statistical Release

Note:
(1) Determined by averaging the rates on the last business day of each month during the relevant year, except for the
monthly average rate which is determined by averaging the daily rates during the month.

HONG KONG

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

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be
determined by the forces of supply and demand in the foreign exchange market. However, against
the background of the fixed rate system which applies to the issuance and withdrawal of Hong Kong
currency in circulation, the market exchange rate has not deviated significantly from the level of
HK$7.80 to US$1.00. In May 2005, the Hong Kong Monetary Authority broadened the 22-year-old
trading band from the original rate of HK$7.80 per U.S. dollar to a rate range of HK$7.75 to
HK$7.85 per U.S. dollar. The Hong Kong government has indicated its intention to maintain the
link within that rate range. Under the Basic Law, the Hong Kong dollar will continue to circulate
and remain freely convertible. The Hong Kong government has also stated that it has no intention of
imposing exchange controls in Hong Kong and that the Hong Kong dollar will remain freely
convertible into other currencies, including the U.S. dollar. However, no assurance can be given that
the Hong Kong government will maintain the link within the current rate range or at all.
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The following table sets forth the noon buying rate for U.S. dollars in New York City for cable
transfer in Hong Kong dollars as certified for customs purposes by the Federal Reserve Bank of New

York for the periods indicated:

Noon buying rate

Period Period end Average) High Low
(HK per US$1.00)
2015 . 7.7507 7.7519 7.7686 7.7495
2016 . . . 7.7534 7.7618 7.8270 7.7505
2017 7.8128 7.7950 7.8267 7.7540
2018 . 7.8305 7.8376 7.8499 7.8043
2019 . 7.7894 7.8335 7.8499 7.7850
2020
July. .. 7.7500 7.7509 7.7538 7.7499
August . ... 7.7502 7.7502 7.7506 7.7498
September . .. ... ... ... L L 7.7500 7.7500 7.7504 7.7499
October. .. ... ... .. ... . 7.7501 7.7501 7.7501 7.7501
November . .. ......... . ... . ....... 7.7508 7.7526 7.7552 7.7505
December (through December 23, 2020) . . . 7.7529 7.7516 7.7529 7.7505

Source: Federal Reserve H.10 Statistical Release

Note:

(1) Determined by averaging the rates on the last business day of each month during the relevant year, except for the

monthly average rate which is determined by averaging the daily rates during the month.
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of June 30, 2020 on an

actual basis and on an adjusted basis after giving effect to the issuance of the Notes in this offering
after deducting the underwriting discounts and commissions payable by us in connection with this

offering.
As of June 30, 2020
Actual As adjusted
RMB’million US$’million RMB’million US$’million

Cash and cash equivalents™ . . . . .. 37,163.4 5,260.1 39,263.9 5,557.4
Short-term borrowings:®

Other current liabilities . . . . . .. 11,871.2 1,680.3 11,871.2 1,680.3

Bank and other loans ... ... .. 10,945.6 1,549.2 10,945.6 1,549.2

Senior Notes™® . . .. .. ... ..., 8,303.8 1,175.3 8,303.8 1,175.3

Total short-term borrowings . . . . 31,120.6 4,404.8 31,120.6 4,404.8
Long-term borrowings:>®

Bank and other loans . ... .... 16,836.4 2,383.0 16,836.4 2,383.0

Corporate Bonds® . . ... ... .. 13,418.0 1,899.2 13,418.0 1,899.2

Senior Notes™ . . . ... ... ..., 16,203.0 2,293.4 16,203.0 2,293.4

Notes to be issued” . . .. ... .. — — 2,100.5 297.3
Total long-term borrowings . . . . . . 46,457.4 6,575.6 48,557.9 6,872.9
Total equity . . . . ............. 52,223.4 7.391.7 52.223.4 7.391.7
Total capitalization® . .. ... . ... 98,680.8 13,967.3 100,781.3 14,264.6
Notes:

(M

@)

3)

“4)

(%)

(6)

(7

®)

Cash and cash equivalents exclude restricted and pledged deposits of RMB4,740.6 million (US$671.0 million).
Short-term borrowings include the current portion of long-term borrowings.

Corporate Bonds include the Public Corporate Bonds and the Private Corporate Bonds issued by Shenzhen Logan to
qualified investors in tranches.

Senior Notes include the January 2017 Notes, the May 2017 Notes, the March 2018 Notes, the April 2018 S$ Notes, the
April 2018 USS$ Notes, the August 2018 Notes, the December 12 2018 Notes, the February 2019 Notes, the July 2019
Notes, the September 2019 Notes and the January 2020 Notes.

Our long-term borrowings do not include any accrual for contracted capital commitments or contingent liabilities. As
of June 30, 2020, our contracted capital commitments were RMB18,172.7 million (US$2,572.2 million) and our
contingent liabilities, which were in the form of guarantees for mortgage bank loans granted to purchasers of our
properties and guarantees given to banks in connection with banking facilities granted to associates and joint ventures,
were RMB44,217.1 million (US$6,258.5 million).

Subsequent to June 30, 2020, we have, in the ordinary course of business, entered into additional financing
arrangements to finance our property developments, including the RMB2 billion public corporate bonds in July 2020,
the RMB2 billion public corporate bonds in September 2020, the September 2020 Notes in September 2020, the October
2020 Notes in October 2020 and the December 2020 Notes in December 2020, among others. These additional
borrowings are not reflected in the table above. See the section entitled “Description of Other Material Indebtedness.”

The net proceeds from the Notes, after deduction of underwriting discounts and commissions, is US$297.3 million.

Total capitalization equals total long-term borrowings plus total equity.

In our ordinary course of business, we may consider various financing opportunities and incur

additional debt, including, among others, bank borrowings and domestic or offshore bonds or other
securities issuances, to finance our property developments or for general corporate purposes. Except
as otherwise disclosed in this offering memorandum, there has been no material adverse change in
our capitalization and indebtedness since June 30, 2020.
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SELECTED CONSOLIDATED FINANCIAL AND OTHER DATA

The following tables present our selected consolidated financial and other data. The selected
consolidated statement of profit or loss data for the years ended December 31, 2017, 2018 and 2019
and the selected consolidated statement of financial position data as of December 31, 2017, 2018 and
2019 set forth below (except for other financial data and US$ data) have been derived from our
consolidated financial statements as of and for the years ended December 31, 2018 and 2019, which
are included elsewhere in this offering memorandum. The selected condensed consolidated statement
of profit or loss data for the six months ended June 30, 2020, together with comparative figures for
the six months ended June 30, 2019, and the selected condensed consolidated statement of financial
position data as of June 30, 2020 set forth below (except for other financial data and US$ data) have
been derived from our unaudited interim financial information for such period and as of such date,
which are included elsewhere in this offering memorandum. Potential investors must exercise caution
when using such data to evaluate our financial condition and results of operation. Our interim
financial information as of and for the six months ended June 30, 2020 contains all adjustments that
our management believes are necessary for the fair presentation of such information. Results for
interim periods are not indicative of results for the full year. Our financial statements have been
prepared and presented in accordance with HKFRS, which differ in certain respects from GAAP in
other jurisdictions. The selected 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 financial statements included
elsewhere in this offering memorandum. The summary financial data below is qualified in its entirety
by reference to our consolidated financial statements and the notes to those financial statements
included elsewhere in this offering memorandum.

SUMMARY CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
FINANCIAL DATA

For the six months ended

For the year ended December 31, June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 Us$’000 RMB’000 RMB’000 Us$’000

Revenue . . . ............ 27,689,658 44,136,908 57,480,418 8,135,825 27,021,708 31,034,969 4,392,715
Cost of sales. . .......... (18,172,475)  (29,250,015)  (39,347,437)  (5,569,268) (17,629,310) (20,100,618)  (2,845,058)
Gross profit. . . . ......... 9,517,183 14,886,893 18,132,981 2,566,557 9,392,398 10,934,351 1,547,657
Other income and gains . . . . 696,303 1,368,665 2,130,113 301,498 1,367,105 1,065,720 150,843
Other expenses . . ........ (10,056) (56,655) (115,456) (16,342) (1,846) (86,364) (12,224)
Selling and marketing expenses (928,729)  (1,231,356)  (1,398,172) (197,898) (684,898) (664,869) (94,106)
Administrative expenses . . . . (748,045)  (1,133,851)  (1,409,352) (199,481) (627,123) (813,093) (115,086)
Net increase in fair value of

investment properties . . . . 2,942.276 1,740,726 1,622,065 229,588 787,879 1,057,455 149,673
Net (decrease)/increase in fair

value of derivative financial

instruments. . . ........ (113,214) 45,970 32,683 4,626 27,952 29,998 4,246
Share of profits/(losses)

of associates . .. ....... 278,497 (42,958) (63,400) (8,974) (35,321) (33,498) (4,741)
Share of losses of joint ventures (73,097) (141,431) (112,960) (15,988) (42,434) (296,660) (41,990)
Profit from operations. . . . . . 11,561,118 15,436,003 18,818,502 2,663,586 10,183,712 11,193,040 1,584,272
Finance costs . .......... (672,154)  (1,416,943)  (1,366,250) (193,380) (826,332) (943,824) (133,590)
Profit before tax . . ... .. .. 10,888,964 14,019,060 17,452,252 2,470,206 9,357,380 10,249,216 1,450,682
Income tax expense . ...... (3,880,514)  (5,023,154)  (5,888,994) (833,533)  (4,067,019)  (3,964,165) (561,091)
Profit for the year/period. . . . 7,008,450 8,995,906 11,563,258 1,636,673 5,290,361 6,285,051 889,591
Attributable to:

Equity shareholders of the

Company . ......... 6,527,400 8,288,398 11,269,044 1,595,030 5,128,402 6,157,484 871,535

Non-controlling interests. . 481,050 707,508 294,214 41,643 161,959 127,567 18,056
Profit for the year/period. . . . 7,008,450 8,995,906 11,563,258 1,636,673 5,290,361 6,285,051 889,591
Other financial data:

EBITDA . ........... 9,798,851 15,483,435 20,184,951 2,856,994 10,439,050 11,771,529 1,666,152

EBITDA margin . ...... 35.4% 35.1% 35.1% 35.1% 38.6% 37.9% 37.9%
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Notes:
(D

2

EBITDA for any period consists of profit from operations less changes in fair value of investment properties, and other
borrowing costs included in finance costs plus capitalized interest included in direct costs and depreciation expenses
included in administrative expenses. 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 the section entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Non-GAAP Financial
Measures” for a reconciliation of our profit from operations 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 the section entitled “Description of the Notes—Definitions” for a
description of the manner in which Consolidated EBITDA is defined for purposes of the Indenture 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
Investment properties . . .. ... ..
Other property, plant and
equipment. . .. .. ... ... ...
Deferred tax assets. . .........
Investments in associates. . ... ..
Investments in joint ventures . . . .
Assets under cross-border
guarantee arrangements. . . . . .
Cash and bank balances . ... ...

Current Assets

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

Trade and other receivables,
prepayments and other assets. .

Tax recoverable. .. ..........

Assets under cross-border
guarantee arrangements. . . . . .

Cash and bank balances . . .. ...

Current Liabilities
Trade and other payables . ... ..
Contract liabilities . . ... ......
Liabilities under cross-border
guarantee arrangements. . . . . .
Bank and other loans. . . ......
Senior notes . . ....... ... ...
Other current liabilities. . . . .. ..
Tax payable . ..............

Net Current Assets. . . ........
Total assets less current liabilities .
Non-Current Liabilities
Liabilities under cross-border
guarantee arrangements. . . . . .
Bank and other loans. . .......
Senior notes . . .. ...........
Corporate bonds . .. .........
Deferred tax liabilities . .......

Net assets. . . ..............
Equity
Share capital. . .. ...........
Perpetual capital securities . . . . .
Reserves. . ................
Equity attributable to owners

of the parent . . .. ... ......
Non-controlling interests . . . . . ..
Total Equity . . ... ..........

As of December 31,

As of June 30,

2017 2018 2019 2020

RMB’000 RMB’000 RMB’000 US$’000 RMB’000 US$’000
15,664,830 18,338,011 26,604,198 3,765,580 28,512,010 4,035,613
147,867 176,014 891,954 126,248 518,869 73,441
330,206 649,725 914,263 129,406 1,283,816 181,712
2,653,386 1,447,180 3,460,487 489,800 3,375,276 471,739
9,261,913 18,042,573 13,934,196 1,972,257 11,441,540 1,619,445
— 526,335 — — — —
218,102 274,350 980,543 138,787 1,752,827 248,097
28,276,304 39,454,188 46,785,641 6,622,078 46,884,338 6,636,047
38,457,739 54,780,698 86,351,810 12,222,305 81,918,375 11,594,793
20,448,286 37,816,369 31,327,794 4,434,161 62,592,650 8,859,414
753,256 773,299 1,254,170 177,516 1,471,892 208,333
1,745,380 1,827,322 566,140 80,133 7,198,833 1,018,929
22,189,883 35,442,801 39,724,570 5,622,648 40,151,209 5,683,035
83,594,544 130,640,489 159,224,484 22,536,763 193,332,959 27,364,504
37,275,788 47,449,771 56,166,909 7,949,910 58,841,733 8,328,507
— 16,784,879 26,030,052 3,684,315 31,694,987 4,486,134
1,745,380 2,515,233 921,994 130,500 7,942,921 1,124,247
5,597,885 7,826,892 9,443,571 1,336,651 10,945,625 1,549,253
2,965,541 — 3,128,150 442,761 8,303,824 1,175,330
7,000,000 9,402,649 17,024,670 2,409,686 11,871,177 1,680,256
2,709,162 4,559,087 6,381,743 903,276 7,936,815 1,123,383
57,293,756 88,538,511 119,097,089 16,857,099 137,537,082 19,467,110
26,300,788 42,101,978 40,127,395 5,679,664 55,795,877 7,897,394
54,577,092 81,556,166 86,913,036 12,301,742 102,680,215 14,533,441
— 526,335 — — — —
14,191,435 11,966,970 13,503,512 1,911,298 16,836,362 2,383,032
5,924,103 16,764,667 18,195,653 2,575,428 16,202,964 2,293,381
5,162,449 12,980,000 8,382,000 1,186,395 13,418,000 1,899,195
2,135,296 2,572,408 3,837,852 543,213 3,999,505 566,093
27,413,283 44,810,380 43,919,017 60,216,334 50,456,831 7,141,701
27,163,809 36,745,786 42,994,019 6,085,408 52,223,384 7,391,740
433,828 434,041 435,167 61,594 436,677 61,808
2,363,346 2,363,346 2,363,346 334,510 2,363,346 334,510
20,509,047 26,451,419 31,395,904 4,443,802 34,769,878 4,921,356
23,306,221 29,248,806 34,194,417 4,839,906 37,569,901 5,317,674
3,857,588 7,496,980 8,799,602 1,245,502 14,653,483 2,074,066
27,163,809 36,745,786 42,994,019 6,085,408 52,223,384 7,391,740
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the section entitled “Selected
Consolidated Financial and Other Data” and our consolidated financial statements, including the notes
thereto, included elsewhere in this offering memorandum. All significant intra-group transactions,
balances and unrealized gains on intra-group transactions have been eliminated. Our consolidated
financial statements were prepared in accordance with HKFRS, which differ in certain material respects
from generally accepted accounting principles in other jurisdictions. In this section of the offering
memorandum, references to “20177, “2018” and “2019” refer to our financial years ended December
31, 2017, 2018 and 2019, respectively.

OVERVIEW

We are a property developer in the PRC focusing on the residential property market, and our
products are primarily targeted at first-time homebuyers and upgraders. We believe demand from
such customers is less susceptible to fluctuations in property prices and thus provides stability to our
business profile.

We have a land bank comprising land we acquired at competitive prices, and we strive to build
our land bank by establishing and expanding our presence in economic regions which we believe hold
high growth potential. As of June 30, 2020, we had a land bank with an aggregate GFA of 39.2
million sq.m. primarily comprising residential property projects with ancillary retail shops, as well as
an office property project where our headquarters is located. As of June 30, 2020, approximately
58.8% of our land bank was located in the Great Bay Area region, and approximately 26.4% of the
land bank was located in Southwest Region. We believe our current land bank will be sufficient to
meet our development needs for the next five to six years, based on our current projections and our
historical sales and land development records.

We have established a replicable property development process, which is supported by our in-
house departments and subsidiaries specializing in design and planning, construction, decoration,
procurement, sales, customer services and each other major step in the property development
process. We leverage our ability to build projects through Logan Construction, our own
construction subsidiary, and our centralized and strategic procurement, quick development
operation model and cost control over the whole property development process to optimize our
costs, shorten development cycles, improve cash flow and maintain profitability. Through our
strategic planning and disciplined property development process, we aim to achieve high asset
turnover for our projects. We generally target commencing pre-sales of properties within six to 10
months of acquiring a parcel of land for a substantial majority of our projects.

As of June 30, 2020, we had completed a total GFA of over 24 million sq.m. Over the past 23
years, we have established ourselves as one of the leading developers focusing on residential
properties in China’s economically developed cities, regions and emerging areas, including, among
others, Shenzhen and other cities located in the Great Bay Area region, Yangtze River Delta Region
and Southwest Region. We have received a number of awards. For example, we were ranked 18th in
the “Top 200 Chinese Real Estate Enterprises in 2020 (Comprehensive Strength)” and ranked third
in the “Top 100 Chinese Real Estate Enterprises in 2020 — Top 10 in Profitability” jointly by the
Enterprise Research Institute of Development Center of the State Council of PRC ([ %5 [ % & iff 5%
HL A 2EWF 52 F), the Institute of Real Estate Studies of Tsinghua University (IF #E £ 5 Hb & W 51
i) and China Index Academy ("' [E$5 %W % 7). In addition, we were ranked 773 in Forbes” “Top
2000 Listed Companies in the World” in 2020, leaping 184 places from 2019. In 2020, we were ranked
184th on the Fortune China 500 List in terms of our revenue in 2019. We believe that our track
record, together with the strength of our “Logan” (#£%:) brand and the leadership and vision of our
management team, positions us well to expand into other cities in the PRC. In 2017, 2018 and 2019
and the six months ended June 30, 2019 and 2020, our revenue was RMB27,689.7 million,
RMB44,136.9 million, RMB57,480.4 million (US$8,135.8 million), RMB27,021.7 million and
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RMB31,035.0 million (US$4,392.7 million), respectively, and our net profit was RMB7,008.5
million, RMBS§,995.9 million, RMB11,563.3 million (US$1,636.7 million), RMB5,290.4 million and
RMB6,285.1 million (US$889.6 million), respectively, for the same periods.

We have developed a diversified product portfolio which includes high-rise apartment buildings
and low-rise garden apartments, among others, catering to the residential property market. We have
developed four mature product series, including the SKY, Acesite, Jiangnan, and Modern Series,
each of which comprises standardized designs for facades, interior designs and landscaping, as well
as standardized parts and materials. We leverage our quick development operation model and our
standardized control over each step of our property development process to ensure product and
service quality, maintain and improve our future development and profitability.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations are affected by a number of factors, many of which may be beyond
our control, including those factors described in the section entitled “Risk Factors” and those
described below.

The Performance of National and Local Economies and the Property Markets in China

Substantially all of our revenue in 2018 and 2019 was generated from operations relating to
residential property market in the PRC, and in Guangdong and Guangxi Provinces in particular.
The performance of these markets has been closely tied to macroeconomic factors, including rates of
economic growth and urbanization, as well as fluctuations in the demand for residential properties.
The growth of our business and results of operations have, as a result, been driven to a significant
extent by GDP growth and increasing urbanization in the PRC generally, and in Guangdong and
Guangxi Provinces in particular.

Since 2010, global economic growth has slowed on fears that the sovereign debt crisis of certain
eurozone countries would deepen, resulting in uncertainty with regard to China’s economic growth,
which affected the PRC property development industry. In 2012, there were renewed signs of
uncertainty with regard to China’s economic growth. If China’s economic slowdown or the global
economic slowdown continues or becomes more severe than we currently anticipate, our business
prospects, revenues, cash flows and financial condition could be materially and adversely affected.

Governmental Policies and Regulations in the PRC relating to the Property Development Industry

Governmental policies and regulations in the PRC relating to property development and
related industries have a direct impact on our business and results of operations, including policies
and regulations relating to:

° land acquisition;

° pre-sales;

° the availability of mortgage financing;

° the availability of capital through loans or other sources;

) the transfer of land use rights and completed properties;

° tax;

° planning and zoning; and

° building design and construction.
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From time to time the PRC government adjusts its macroeconomic control policies to
encourage or restrict development in the private residential property sector through regulations
relating to, among other things, land grants, pre-sales of properties, bank financing and taxation.

In recent years, the PRC government has implemented a series of measures with a view to
managing the growth of the economy, including various restrictive measures to discourage
speculation in the property market and to increase the supply of affordable residential properties.
These policies have led, and may continue to lead, to changes in market conditions, including
changes in price stability, costs of ownership, costs of development and the balance of supply and
demand in respect of residential properties. Measures taken by the PRC government to control
money supply, credit availability and fixed assets also have a direct impact on our business and
results of operations. The PRC government may introduce further initiatives that affect our access to
capital and the means by which we finance our property development business.

Changes in the economic or regulatory environment in the PRC in general or in the cities and
regions in which we operate may affect the selling price of our properties as well as the time it will
take us to pre-sell or sell the properties we have developed. Lower selling prices, without a
corresponding decrease in costs, will adversely affect our gross profit and reduce cash flow generated
from the sales of our properties, which may increase our reliance on external financing and
negatively impact our ability to finance the continuing growth of our business. A prolonged selling
period will increase our selling and distribution costs as well as reduce the cash flow generated from
the sales of our properties for a particular period. On the other hand, higher selling prices and a
shorter selling period may increase our gross profit, reduce our selling and distribution costs and
increase our cash flow for a particular period to enable us to fund the continuing growth of our
business.

Access to and Cost of Financing

Property development requires substantial capital investment for land acquisition and
construction, and it may take many months or years before positive cash flows can be generated
from a project. In 2018 and 2019 and the six months ended June 30, 2020, we primarily used internal
funds (including proceeds from the pre-sale and sales of our projects) to acquire land for our project,
and a combination of internal funds and bank loans to fund the construction of our projects. We
have also financed and will continue to finance the development of our projects using funds raised
from capital markets, including the offering of the Existing Notes and the Corporate Bonds. Please
see the sub-section entitled “—Liquidity and Capital Resources” below.

Our access to capital and cost of financing are also affected by restrictions imposed from time
to time by the PRC government on bank lending for property development. We are highly
susceptible to the effects of any regulations or measures adopted by the PBOC that restrict bank
lending, particularly those that restrict the ability of property developers to obtain lending.
Moreover, a substantial portion of our purchasers depend on mortgage financing to purchase our
properties. Regulations or measures adopted by the PRC government that are intended to restrict
the ability of purchasers to obtain mortgages, that limit their ability to resell their properties or that
increase the cost of mortgage financing may decrease market demand for our properties and
adversely affect our sales revenue.

As commercial banks in China link the interest rates on their loans to PBOC benchmark
interest rates, any increase in such benchmark interest rates will increase our finance costs. We
expect that any increases in interest rates will increase our borrowing costs in general and the
financing cost of leveraged property buyers and, as a result, may delay potential purchasers from
making a purchase. The effect of any increases in interest rates on our borrowing costs will not be
immediately apparent due to our capitalization of borrowing costs. Upon completion of a project
and once the property has been delivered to buyers, the capitalized interest expenses of the relevant
property are recognized as direct costs on our consolidated income statements. As a result, such
capitalized borrowing costs have impacted our results in 2018 and 2019 and the six months ended
June 30, 2020 and may adversely affect our gross profit margins upon the sales of such properties.
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Income Tax
CIT

We are subject to CIT in China. Effective from January 1, 2008, all enterprises with operations
in China, including our PRC subsidiaries, are subject to a uniform income tax rate of 25%. Certain
of our subsidiaries incorporated in Shenzhen and Shantou previously enjoyed preferential tax rates
which were gradually phased out and those subsidiaries became subject to the uniform tax rate
beginning in 2012. Significant judgment is required in determining the provision for income tax. If
the final tax applicable is different from the provisions, such difference will impact the income tax
and deferred tax provision in the period in which the determination is made, which can have a
significant effect on our results of operations.

LAT

Under PRC tax laws and regulations, our income from the sales of land use rights and buildings
or related facilities is subject to LAT. LAT is payable at progressive rates ranging from 30% to 60%
of the appreciation in value as defined in the relevant tax laws.

In 2017, 2018 and 2019 and the six months ended June 30, 2020, we made LAT provisions of
RMB1,454.4 million, RMBI1,731.9 million, RMBI1,152.1 million and RMB802.6 million (US$113.6
million), respectively. In the same periods, we made LAT payments of RMB679.5 million,
RMBI1,095.8 million, RMB1,189.3 million and RMB659.1 million (US$93.3 million), respectively.
The provision for LAT is made based on our management’s best estimates according to their
understanding of the relevant PRC tax laws and regulations. The actual LAT liabilities are subject to
determination by the tax authorities upon the completion of the property development projects and
could be different from the amounts that were initially recorded, and any such differences will
impact our profits after tax and deferred tax provision in the periods in which such taxes are
finalized with the relevant tax authorities.

Although we believe our provisions have been made in material compliance with LAT laws and
regulations, they may or may not be sufficient to cover future LAT payments.

Fluctuations in Results relating to the Timing of Completion of Our Property Developments

The number of property developments that a property developer can undertake during any
particular period is limited due to the substantial amount of capital required to fund land
acquisitions and to pay for the cost of construction, as well as by its management resources. Property
developments may take many months, or possibly years, before any pre-sale takes place and even
longer to complete. While the pre-sale of a property generates positive cash flow for us in the period
in which it is made, pursuant to HKFRS, we only recognize revenue upon the delivery of our
properties, which takes place approximately six to 30 months after the commencement of pre-sales of
our properties. Since the delivery of our properties varies according to our construction timetable,
our results of operations may vary significantly from period to period depending on the aggregate
GFA delivered and the timing of the delivery of the properties that we sell. Periods in which we
deliver more aggregate GFA typically generate a higher level of revenue. Periods in which we pre-sell
a large amount of GFA, however, may not generate a correspondingly high level of revenue if the
properties pre-sold are not delivered within the same period. The effect of the timing of project
delivery on our operational results is accentuated by the fact that we can only undertake a limited
number of projects during any particular period. As a result, our results of operations may fluctuate
in the future.

Changes in Estimated Fair Value of Our Investment Properties
Our results of operations have in the past been affected by adjustments in the estimated fair

value of our investment properties and may continue to be affected by such adjustments in the
future. In 2017, 2018 and 2019 and the six months ended June 30, 2020, we recognized net increase in
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fair value of investment properties of RMB2,942.3 million, RMB1,740.7 million, RMBI1,622.1
million and RMB1,057.5 million (US$149.7 million), respectively, which represented 27.0%, 12.4%,
9.3% and 10.3%, respectively, of our profit before taxation in those periods. Please see the sub-
section entitled “—Description of Selected Income Statement Line Items—Net Increase in Fair
Value of Investment Properties” below. Our net profit margins (excluding changes in fair value of
investment properties and derivatives and the relevant deferred taxes and share of changes in fair
value of investment properties at an associate)") in 2017, 2018 and 2019 and the six months ended
June 30, 2020 were 16.7%, 17.3%, 17.9% and 17.6%, respectively. In accordance with HKFRS, we
are required to reassess the fair value of our investment properties on each reporting date, and we
include the gains or losses arising from changes in the estimated fair value of such investment
properties in our income statement in the period in which they arise. Pursuant to Hong Kong
Accounting Standard 40, the value of our investment properties may be recognized by using either
the fair value model or the cost model. We state the value of our investment properties at their
estimated fair value because we are of the view that periodic estimated fair value adjustments in
accordance with prevailing market conditions provide a more up-to-date picture of the value of our
investment properties. The fair values of our investment properties are based on valuations of such
properties conducted by our independent property valuer, using property valuation techniques
involving certain assumptions about market conditions.

The increases in fair value of investment properties included in our consolidated income
statements reflect unrealized capital gains in the estimated fair value of our investment properties at
the relevant reporting date and do not constitute profit generated from our operations or generate
any actual cash inflow to us unless and until such investment properties are sold at or above such
estimated fair values. Favorable or unfavorable changes in the assumptions of market conditions
used by our independent property valuer would result in changes to the fair value of our investment
properties and corresponding adjustments to the amount of gains or losses reported in our income
statement in the future. The amounts of revaluation adjustments have been, and may continue to be,
significantly affected by the prevailing property markets and may fluctuate significantly.

Land Acquisition Costs

To have a steady stream of properties available for sale and to achieve continuous growth in the
long term, we need to replenish and increase suitable land reserves at commercially acceptable prices.
The cost of acquiring land has a direct and substantial effect on our gross margins. We expect
competition among property developers for suitable land reserves to remain intense, which affects
land prices.

Our costs of land use rights are influenced by a number of factors, including the location of the
property, the timing of the acquisition, as well as the project’s plot ratios. Costs of land use rights are
also affected by our method of acquisition. For example, the public tender, auction and listing-for-
sale practice in respect of the grant of state-owned construction land use rights is likely to increase
competition for available land and to increase land acquisition costs.

In November 2007, the PRC government introduced regulations to increase the transparency
related to the grant of state-owned land use rights for residential and commercial property
developments through competitive processes administered by local governments, including public
tenders, auctions or listing-for-sale. Under such regulations, land use rights certificates are no longer
separately issued according to the proportion of the land premium paid. Instead, land use rights
certificates are not issued until the land premium has been fully paid up pursuant to the land grant
contract. Furthermore, in November 2009, five PRC regulatory agencies promulgated the Notice on

Note:

(1)  The calculation of net profit margin (excluding changes in fair value of investment properties and derivatives and the
relevant deferred taxes and share of changes in fair value of investment properties at an associate) is based on profit for
the year (excluding changes in fair value of investment properties and derivatives and the relevant deferred taxes and
share of changes in fair value of investment properties at an associate) divided by revenue for such years/period and
multiplied by 100%.
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Strengthening of Land Grant Revenues and Expenditures (€[B7#E—25 o 1 b H 5 s S 8 2 9 3
1)), which raised the minimum down-payment of land premium to 50% and requires the land
premium to be fully paid within one year after the signing of a land grant contract, subject to limited
exceptions. These regulations are expected to be an additional factor increasing the difficulty of
acquiring land and contributing to higher land acquisition costs.

Construction Costs

Another key component of our direct costs are construction costs, which consist of all costs for
the design and construction of a project, including, primarily, the cost of construction materials and
equipment and payments to contractors. The construction costs of our projects vary not only
according to the floor area and height of the buildings, but also according to the geology of the
construction site. Historically, construction materials costs have been a principal driver of the
construction costs of our property developments. Construction costs fluctuate as a result of changes
in the prices of key construction materials such as steel and concrete. Construction costs have a
direct effect on our gross margin.

We manage the procurement of base construction materials in-house based on their market
prices, and generally do not cap the prices of such materials in our procurement contracts. As a
result, we are subject to the risks of short-term price fluctuations and long-term movements in the
prices of our construction materials. Our profitability may suffer if we cannot pass on any resulting
increases in our costs to our customers. Furthermore, as we typically pre-sell our properties prior to
their completion, we may not be able to pass on any increases in our costs to our customers where
construction costs increase subsequent to such pre-sales.

Expansion into Other Cities

The further expansion of our operations into new cities may impose higher demands on our
management’s resources and affect our profit margins. We plan to monitor opportunities for
expansion into the Yangtze River Delta economic region, the Bohai Bay economic region of
northeast China and other high-growth regions in China and the overseas markets. However, as the
property development industry is highly competitive and localized, we may not be able to compete
effectively in these or other new markets with the established local property developers or national
property developers with greater resources. These competitors may have better access to information
and knowledge of the market. As such, the level of profitability which we will be able to achieve in
such markets is uncertain.

CRITICAL ACCOUNTING POLICIES

The discussion and analysis of our operating results and financial condition are based on our
consolidated financial statements, as of and for the year ended December 31, 2018 and 2019 and the
six months ended June 30, 2020 which are included elsewhere in this offering memorandum. Our
operating results and financial condition are sensitive to accounting methods, assumptions and
estimates. The assumptions and estimates we have used have been based on our industry experience
and various factors including our management’s expectations of future events which they believe to
be reasonable. Actual results may differ from these estimates and assumptions. In 2017, 2018 and
2019 and the six months ended June 30, 2020, there were no significant changes in our assumptions
and estimates, and we will continuously assess our assumptions and estimates going forward.
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The selection of critical accounting policies, the estimates and judgments and other
uncertainties affecting application of other policies and the sensitivity of reported results to
changes in conditions and assumptions are factors to be considered when reviewing our consolidated
financial statements. We believe that the following critical accounting policies involved the most
significant estimates and judgments in the preparation of our consolidated financial statements.

The Group has adopted HKFRS 15 Revenue from Contracts with Customers on January 1,
2018.

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is
probable that the economic benefits will flow to the Group and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised in profit or loss as follows:

(i) Sale of properties

Prior to the adoption of HKFRS 15, revenue from the sale of properties is recognized in profit
or loss when the significant risks and rewards of ownership have been transferred to the buyers. The
Group considers that the significant risks and rewards of ownership are transferred when the
properties are completed and delivered to the buyers. Revenue from the sale of properties excludes
business tax and other sales related taxes and is after deduction of any trade discounts. Deposits and
instalments received on properties sold prior to the date of revenue recognition are included in the
statement of financial position as receipts in advance.

Upon the adoption of HKFRS 15, revenue is recognized when or as the control of the asset is
transferred to the customer. Depending on the terms of the contract and the laws that apply to the
contract, control of the asset may transfer over time or at a point in time. Control of the asset is
transferred over time if the Group’s performance (i) provides all of the benefits received and
consumed simultaneously by the customer; or (ii) creates and enhances an asset that the customer
controls as the Group performs; or (iii) does not create an asset with an alternative use to the Group
and the Group has an enforceable right to payment for performance completed to date.

If control of the asset transfers over time, revenue is recognized over the period of the contract
by reference to the progress towards complete satisfaction of that performance obligation.
Otherwise, revenue is recognized at a point in time when the customer obtains control of the asset.

The progress towards complete satisfaction of the performance obligation is measured based on
the Group’s efforts or inputs to the satisfaction of the performance obligation, by reference to the
contract costs incurred up to the end of reporting period as a percentage of total estimated costs for
each contract.

For property development and sales contract for which the control of the property is
transferred at a point in time, revenue is recognized when the customer obtains the physical
possession or the legal title of the completed property and the Group has present right to payment
and the collection of the consideration is probable. In determining the transaction price, the Group
adjusts the promised amount of consideration for the effect of a financing component if it is
significant.

Revenue from the sale of properties excludes business tax and other sales related taxes and is
after deduction of any trade discounts. Deposits and instalments received on properties sold prior to
the date of revenue recognition are included in the statement of financial position as contract
liabilities.
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(ii) Rental income from operating leases

Rental income receivable under operating leases is recognised in profit or loss in equal
instalments over the accounting periods covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived from the use of the leased asset. Lease
incentives granted are recognised in profit or loss as an integral part of the aggregate net lease
payments receivable. Contingent rentals are recognised as income in the accounting period in which
they are earned.

(iii) Construction and decoration income

Prior to the adoption of HKFRS 15, when the outcome of a construction and decoration
contract can be estimated reliably, revenue from a fixed price contract is recognised using the
percentage of completion method, measured by reference to the percentage of contract costs incurred
to date to estimated total contract costs for the contract. When the outcome of a construction and
decoration contract cannot be estimated reliably, revenue is recognized only to the extent of contract
costs incurred that it is probable will be recoverable.

Upon the adoption of HKFRS 15, the Group’s performance creates or enhances an asset or
work in progress that the customer controls as the asset is created or enhanced, thus the Group
satisfies a performance obligation and continues to recognize revenue over time, by reference to
completion of the specific transaction assessed on the basis of the actual costs incurred up to the end
of the reporting period as a percentage of total estimated costs for each contract.

(iv) Urban redevelopment revenue

Urban redevelopment revenue is recognized at a point in time, when the customer obtains
control of the assets and the Group has present right to payment and the collection of the
consideration is probable.

(v) Interest income

Interest income is recognised as it accrues using the effective interest method.

(vi) Design fee and construction management service income

Design fee and construction management service income are recognised at the time when the
services are provided.

Direct Costs of Completed Properties Available for Delivery

We recognize the direct costs of our properties for a given period to the extent that revenue
from the sales of such properties has been recognized in such period. Prior to the recognition of
revenue from such sales, completed properties available for delivery are included in our consolidated
balance sheets at the lower of cost and net realizable value.

Direct costs for each property sold include the specific development cost of the property,
including, primarily, land premium, construction and other development costs, but exclude selling
and marketing expenses and administrative expenses.

Properties under Development for Sale and Completed Properties Available for Delivery

Properties classified under inventories on our consolidated balance sheets as properties under

development for sale are intended to be held for sale after completion. These properties are stated at
the lower of cost and net realizable value and the line item properties under development for sale also
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includes land premium, development costs and capitalized borrowing costs incurred during the
construction period. Upon completion, the properties are classified under inventories as completed
properties available for delivery.

During construction, development costs of properties to be sold are recorded under inventories
on our consolidated balance sheets as properties under development for sale and are transferred to
our consolidated income statement upon recognition of the revenue from the sales of completed
properties. Before the final settlement of the development costs and other costs relating to the sales
of properties, these costs are accrued by our Group in amounts based on our management’s
estimates.

When constructing properties, we typically divide the development projects into phases. Costs
directly related to the construction of a particular phase are recorded as costs of that phase. Costs
that are common to multiple phases are allocated to individual phases in proportion to the saleable
area.

Properties classified under inventories as completed properties available for delivery are stated
at the lower of cost and net realizable value. Cost of completed properties available for delivery is
determined by an apportionment of total land premium and development costs attributable to the
unsold properties. Net realizable value is the estimated selling price, based on prevailing market
conditions, less costs to be incurred in selling the property.

Investment Properties

Investment properties, including investment properties under development, are interests in land
and buildings held to earn rental income and/or for capital appreciation. Such properties are
measured initially at cost, including transaction costs (if any). Subsequent to initial recognition,
investment properties are stated at fair value. The valuations of our investment properties are carried
out by an independent firm of professional surveyors by using a direct comparison approach
assuming sales of each of such properties in its existing state with the benefit of vacant possession
and on a market value basis determined based on comparable market sales transactions as available
in the relevant market and, where appropriate, on the basis of capitalization of the net rental income
derived from the existing tenancy agreements and making allowance for the reversionary income
potential of the relevant properties.

Gains or losses arising from changes in the fair values of investment properties are included in
the income statements in the periods in which they arise. Any gains or losses arising from the
retirement or disposal of an investment property are recognized in the income statement in the
period of the retirement or disposal.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use or sale
are capitalized as part of the cost of that asset. Other borrowing costs are expensed in the period in
which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred and activities that are
necessary to prepare the asset for its intended use or sale are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all the activities necessary to prepare the qualifying
asset for its intended use or sale are interrupted or complete.

Income Tax

We are subject to CIT and LAT in China. For details, please see the section entitled “—Key
Factors Affecting Our Results of Operations—Income Tax” above.
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Deferred Tax

Deferred tax assets and liabilities arise from deductible and taxable temporary differences,
being the differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from unused tax losses and unused tax
credits.

Deferred tax assets in respect of tax losses carried forward are recognized and measured based
on the expected manner of realization or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet date. Future taxable
profits that may support the recognition of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the deferred tax asset can be carried back
or forward. In determining the carrying amounts of deferred tax assets, we estimate future taxable
profits, and such estimation involves a number of assumptions relating to the operating environment
of our Group and requires a significant level of judgment exercised by our Directors. Any change in
these assumptions and judgments would affect the carrying amounts of deferred tax assets to be
recognized, and hence our net profit, in future periods.

DESCRIPTION OF SELECTED INCOME STATEMENT LINE ITEMS
Revenue

Revenue represents revenue earned in 2017, 2018 and 2019 and the six months ended June 30,
2020 from the sales of properties, rental income, construction and decoration income and urban
redevelopment income, attributable to our property development, property leasing, construction
contracts and urban redevelopment business operating segments, respectively, net of business tax
and related taxes and discounts allowed. Further details on these operating segments are set forth in
the sub-section entitled “—Segment Reporting” below.

The table below sets forth our revenue (before deducting sales and other taxes) by operating
segment for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020

RMB’000 RMB’000 RMB’000 US$’000 RMB’000 RMB’000 US$’000
Revenue
Sale of properties
— Residential . . . ........... 20,500,616 35,545,319 37,992,869 5,377,542 15,359,326 19,542,160 2,766,013
— Retail ................. 6,450,563 3,517,577 3,187,824 451,207 1,022,534 1,192,934 168.849

26,951,179 39,062,896 41,180,693 5,828,749 16,381,860 20,735,094 2,934,862
Rental income. . . ........... 87,843 91.676 129.616 18,346 70,985 71,771 10,159
Construction and decoration

income................. 966,373 4,191,649 11,568,862 1,637,466 5,843,261 4,358,326 616,880

Urban redevelopment income . . . — 1,067,449 4,900,000 693,550 4,900,000 6,000,000 849,245
Total . ................... 28,005,395 44,413,670 57,779,171 8,178,111 27,196,106 31,165,191 4,411,146

Sales of properties represents income generated from the sales of residential properties and
retail shops. Consistent with industry practice in the PRC, after satisfying the conditions for pre-
sales set forth in PRC laws and regulations, we often enter into sales contracts with customers while
the relevant properties are still under development. Typically there is a difference of between six and
30 months from the time we commence pre-selling properties under development to the completion
and delivery of the properties. We do not recognize any revenue from the pre-sales of our properties
until such properties are delivered, even though the purchase price for a property is usually paid in
stages prior to the delivery of the property. Before the delivery of pre-sold properties, deposits and
purchase payments or portions thereof received from our customers are recorded as receipts in
advance prior to the adoption of HKFRS 15 and as contract liabilities upon the adoption of HKFRS
15, which is a current liability on our consolidated statement of financial position.

73



Rental income represents recurring income generated from our investment properties, which
has been historically generated from operating leases relating to the office units and retail shops
developed and held by us as part of our property development projects.

Construction and decoration income represents income from the construction of residential
and office buildings and public facilities, such as hospitals and schools, and provision of decoration
services.

Urban redevelopment income represents income from the sale of land held for development.

As we derived the majority of our revenue in 2017, 2018 and 2019 and the six months ended
June 30, 2020 from the sales of properties, our results of operations for a given period depended
upon the amount of total saleable GFA, location and type of properties we completed and delivered
during such period and the market demand and the price we obtained for such properties at the time
they were sold or pre-sold. Conditions in the property markets in which we operate change from
period to period and are affected significantly by general economic, political and regulatory
developments in the PRC as well as the regions in which we operate.

The table below sets forth a breakdown of our total saleable GFA delivered and ASP per sq.m.
by type for the periods indicated:

For the year ended December 31, For the six months ended June 30,
017 2018 2019 2019 2020
Total Total Total Total Total
saleable saleable saleable saleable saleable
GFA ASP GFA ASP GFA ASP ASP GFA ASP ASP GFA ASP ASP
delivered per sqm. delivered per sq.m. delivered per sqm. per sq.m. delivered per sqm. per sqm. delivered per sq.m. per sq.m.
5q.m. RMB sq.m. RMB 5q.m. RMB US$ sq.m. RMB US$ RMB US$
Residential. . . ... ... .. .. 2,040,191 10,048 1,784,313 19,921 3,154,052 11,744 L71T 898,192 17,100 2491 1,219,346 15,635 2213
Retail ................. 253420 25454 78157 45007 121815 33,986 4,951 36,084 27874 4060 46312 25,759 3,646
Total .. ..o 2,293,611 1,862,470 3,275,867 934,876 1,265,658

(1)  ASP per sq.m. is calculated as the amount of revenue from the sales of properties derived from the relevant amount of
total saleable GFA delivered, which does not include car parks, before deducting sales and other taxes, divided by the
relevant amount of total saleable GFA delivered.

In 2017, Logan City contributed the largest portion of our revenue from the sales of properties,
with 481,660 sq.m. of total saleable GFA delivered at an ASP of RMB14,074 per sq.m. In 2018,
Shenzhen Carat Complex contributed the largest portion of our revenue from the sales of properties,
with 331,790 sq.m. of total saleable GFA delivered at an ASP of RMB55,703 per sq.m. In 2019,
Acesite Park contributed the largest portion of our revenue from the sales of properties, with 191,494
sq.m. of total saleable GFA delivered at an ASP of RMB46,959 (US$6,647) per sq.m..

Our retail saleable GFA delivered in 2018 had an ASP of RMB45,007 per sq.m., as compared to
RMB25,454 per sq.m. for that delivered in the 2017. This increase was primarily because of the
overall increase of the market price in the real estate market. Our ASP per sq.m. decreased from 2018
to 2019 primarily because of the increase in percentage of revenue generated from projects in the
Southwest Region, which generally tend to have a lower ASP.

Direct Costs

The principal components of direct costs are the cost of completed properties sold, which
consists of land premium, development costs and capitalized borrowing costs during the period of
construction, the cost of rental income and the cost of construction and decoration income. We
recognize the cost of completed properties sold for a given period to the extent that revenue from the
sales of such properties has been recognized in such period.
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The table below sets forth information relating to our direct costs for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 US$’000 RMB’000 RMB’000 Uss$’000

Cost of properties sold

— Land premium. . . .......... 5,203,411 14,380,761 12,080,185 1,709,839 6,490,509 6,791,767 961,312
— Development costs. . . ....... 11,009,587 8,884,473 13,537,715 1,916,139 3,954,426 6,662,823 943,062
— Capitalised borrowing costs. . . . 1,116,721 1,730,863 2,927,924 414,421 1,009,671 1,362,631 192,868
Cost of rental income. . ........ — 13,669 23,559 3,335 5,800 15,240 2,157
Cost of construction and decoration

income. ................. 842,756 3,822,669 8,875,879 1,256,299 4,266,729 3,482,728 492,948
Cost of urban redevelopment. . . . . — 417,580 1,902,175 269,235 1,902,175 1,785,429 252,711
Total direct costs. . .. ......... 18,172,475 29,250,015 39,347,437 5,569,268 17,629,310 20,100,618 2,845,058

Cost of Properties Sold
Land premium

Land premium includes costs relating to the acquisition of rights to occupy, use and develop
land, including costs incurred in connection with a land grant from the PRC government or land
obtained in the secondary market by transfer, cooperative arrangement or corporate acquisition, the
applicable deed tax associated with the acquisition of land, resettlement costs and other land-related
taxes and government surcharges. Our land acquisition costs are influenced by a number of factors,
including the location of the property, market conditions, the project’s plot ratios, the approved use
of the land and our method of acquisition, whether through PRC government-organized tenders,
auctions or listings-for-sale, through private sales transactions or through the acquisition of other
companies that hold land use rights. Land acquisition costs are also affected by changes in PRC
regulations.

Development costs

Development costs include all of the costs for the design and construction of a project,
including payments to independent contractors and designers and the cost of materials and
equipment, government fees and charges and construction management.

Cost of materials is a particularly significant component of our development costs.
Development costs fluctuate as a result of changes in the prices of key construction materials,
including concrete, iron, steel and other key building materials. Despite our cost control measures,
we are still subject to general increases in the price of construction materials, and we expect the
current trend of increasing prices for construction materials to continue in the near future, which in
turn will increase our construction costs.

Capitalized borrowing costs

We capitalize a portion of our cost of borrowing (including interest expense) to the extent that
such costs are directly attributable to the construction of a particular project. In general, we
capitalize borrowing costs incurred from the commencement of the planning and design of a project,
which predate the receipt of a permit for commencement of construction works, until the physical
completion of construction. For any given project, the borrowing costs incurred after completing the
construction of a project are not capitalized but are instead expensed in our consolidated income
statements as finance costs in the period in which they are incurred. Where the duration of a loan
extends beyond the time of the completion of the project, we are unable to capitalize the total
interest costs related to the project in the year of completion. Fluctuations in the amount and timing
of capitalization from period to period may affect our finance costs.
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Most of our borrowing costs have been capitalized and recorded under inventories on our
consolidated balance sheets as properties under development for sale or completed properties
available for delivery rather than being expensed in our income statement at the time they were
incurred.

Cost of Rental Income

Costs related to our rental operations primarily include our maintenance costs for the leased
properties developed by us and management fees we pay to third parties for the management of our
investment properties. The costs of our rental income are recognized as such costs are incurred.

Cost of Construction and Decoration Income

Costs related to our construction and decoration contracts segment primarily consist of
construction materials and labor.

Cost of Urban Redevelopment

Cost of urban redevelopment primarily include cost of destruction of existing structures and
clearing of the land, cost of construction of infrastructure and cost of land held for development.

Gross Profit

Gross profit represents revenue less direct costs. We achieved our gross profit margins®
(calculated by dividing gross profit by revenue) of 34.4%, 33.7%, 31.5% and 35.2% in 2017, 2018
and 2019 and the six months ended June 30, 2020, respectively.

The table below sets forth our gross profit and gross profit margin’ (calculated by dividing
gross profit by revenue) by operating segment for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
Gross Gross Gross Gross Gross
Gross profit Gross profit Gross Gross profit Gross Gross profit Gross Gross profit
profit margin profit margin profit profit margin profit profit margin profit profit margin
RMB000 %  RMB000 %  RMB000  USS’000 %  RMB000  US$000 %  RMB000  US$000 %
Sale of properties. . . . . . 9,312,357 35.0% 13,808,280 35.6% 12,375,016 1,751,570 302%  4.771,523 675,365 294%  5.799,622 820,883 28.1%
Rental income. . . ... .. 83,383 100.0% 69,477 83.6% 103,958 14,714 81.5% 64,879 9,183 91.8% 53,191 7,529 71.7%
Construction and
decoration income. . . 121,443 12.6% 359,462 8.6% 2,656,182 375,958 23.0% 1,558,171 220,545 26.8% 866,967 122,711 19.9%
Urban redevelopment
business . . .. ... .. — — 649,674 60.9% 2,997,825 424,315 61.2% 2,997,825 424,315 61.2% 4,214,571 596,534 70.2%
Total ............. 9,517,183 34.4% 14,886,893 33.7% 18,132,981 2,566,557 31.5% 9,392,398 1,329,408 34.8% 10,934,351 1,547,657 35.2%

Other Revenue

Other revenue primarily consists of interest income, government subsidies and forfeited
deposits.

Other Expenses

Other expenses primarily consisted of charitable donations, net losses and gains on the disposal
of fixed assets and net foreign exchange loss.

Note:
(1)  The calculation of gross profit margin is based on gross profit divided by revenue for such year multiplied by 100%.
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Selling and Marketing Expenses

Selling and marketing expenses primarily consist of staff costs (which include salaries and
benefits), advertising and promotional costs, costs of decoration and office supplies, handling
charges, registration fee and other selling and marketing expenses.

Administrative Expenses

Administrative expenses primarily include staff costs, depreciation and amortization,
consultancy fees, other taxes and levis, operating lease expenses, office expenses, entertainment
expenses, traveling expenses, repair and maintenance, telecommunication costs, utility expenses,
motor vehicle expenses, auditors’ remuneration, directors’ emoluments, donations, bank charges,
registration and insurance, penalty and other administrative expenses.

Net Increase in Fair Value of Investment Properties

We adopted the income capitalization method and direct comparison approach for the
valuation of our completed investment properties by capitalizing the rental income derived from the
existing tenancies with due provisions for the reversionary income potential of the properties. The
investment properties under development have been valued on the basis that the properties will be
developed and completed in accordance with our development plans. For our investment properties
under development, we have adopted the direct comparison approach, which makes references to
comparable sales evidence as available in the relevant market, with adjustments for development
costs to be expended to complete the properties.

In 2017, 2018 and 2019 and the six months ended June 30, 2020, increases in the fair value of
our investment properties accounted for a significant portion of our profit before taxation. Our
results of operations may continue to be affected by adjustments in the estimated fair value of our
investment properties. Increases in fair value of investment properties reflect unrealized capital gains
in the estimated fair value of our investment properties at the relevant reporting date and do not
constitute profit generated from our operations.

We recognize changes in the fair value of our investment properties, including investment
properties under development, on our consolidated income statements, unless their fair value cannot
be reliably determined at that time. Please see the sections entitled “—Critical Accounting Policies—
Investment Properties” and “—Key Factors Affecting Our Results of Operations—Changes in
Estimated Fair Value of Our Investment Properties” above.

The relevant deferred tax liability for the fair value gains recognized under income tax expenses
in 2017, 2018 and 2019 and the six months ended June 30, 2020 was RMB735.6 million, RMB435.2
million, RMB425.5 million and RMB264.4 million (US$37.4 million), respectively. The net increase
in fair value of our investment properties (net of deferred tax) represented 31.5%, 14.5%, 10.5% and
12.6% of our net profit in 2017, 2018 and 2019 and the six months ended June 30, 2020, respectively.

Pursuant to HKFRS, fair value changes in our investment properties are reflected on our
income statement once we determine that the relevant properties are held for investment, regardless
of whether they are under development or completed in such period. The increases in fair value of
our investment properties in 2017, 2018 and 2019 and the six months ended June 30, 2020 were
mainly due to the continuous improvement of surrounding shopping and community facilities. This
is primarily due to the direct comparison method adopted for valuing our investment properties
under development, which makes adjustments for development costs still to be expended to complete
the properties. When such properties move towards completion, the development costs to be
expended would decrease, thereby increasing their overall valuation.
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Finance Costs

Finance costs primarily consist of borrowing costs net of capitalized borrowing costs relating to
properties under development. Not all of the interest costs related to a project can be capitalized. As
a result, our finance costs may fluctuate from year to year depending on the level of interest costs
that are capitalized within the reporting period as well as the amount of outstanding principal and
interest rates. Finance costs also include other borrowing costs which primarily consist of
arrangement fees paid in connection with certain of our bank and related party loans.

The following table sets forth our finance costs for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 US$’000 RMB’000  RMB’000 US$’000

Interest on bank and other loans

and other borrowing costs . . 1,246,238 1,339,967 2,122,688 300,447 1,045,866 1,065,536 150,817
Interest on senior notes” . . . . 680,162 881,605 1,433,320 202,873 676,609 886,702 125,505
Interest on corporate bonds?® . 615,117 975,814 958,700 135,695 610,068 653,708 92,526
Total borrowing costs . ... ... 2,541,517 3,197,386 4,514,708 639,015 2,332,543 2,605,946 368,848
Less: Interest capitalized . . . . . (1,869,363) (1,780,443) (3,148.,458) (445,635) (1,506,211) (1,662,122) (235,258)
Finance costs . .. .......... 672,154 1,416,943 1,366,250 193,380 826,332 943,824 133,590
Notes:

(1) Refer to the January 2016 Notes, January 2017 Notes, May 2017 Notes,November 2017 Notes, December 2017 Notes,
March 2018 Notes, April 2018 S$ Notes, April 2018 US$ Notes, August 2018 Notes, December 6 2018 Notes, December
12 2018 Notes, February 2019 Notes, the July 2019 Notes, the September 2019 Notes and the January 2020 Notes.

2) Refer to our Public Corporate Bonds and Private Corporate Bonds.
Income Tax

Our income tax expenses for a given period include provisions made for CIT and LAT during
the period and movements in deferred tax assets and liabilities. No provision for Hong Kong profits
tax has been made in 2017, 2018 and 2019 and the six months ended June 30, 2020, as we did not
generate any assessable profits arising in Hong Kong.

78



The following table sets forth our income tax expense for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000  RMB’000 US$’000 RMB’000  RMB’000 US$’000

Current tax
Provision for CIT for the period 1,910,435 3,108,577 4,495,200 636,254 2,948,028 3,217,426 455,397
Provision for LAT for the period 1,454,355 1,731,850 1,152,058 163,063 1,072,917 802,586 113,599

Dividend withholding tax . ... — 210,000 280,042 39,638 — 110,000 15,569
CIT underprovision/(over-

provision) in prior years . . . 64,228 (9,857) 52,422 7,420 — — —

3,429,018 5,040,570 5,979,722 846,375 4,020,945 4,130,012 584,565

Deferred tax. . . .. ......... 451,496 (17,416) (90,728) (12,842) 46,074 (165,847) (23,474)

3,880,514 5,023,154 5,888,994 833,533 4,067,019 3,964,165 561,091

Profit for the Year attributable to Non-controlling Interests

As of June 30, 2020, non-controlling interests mainly represent the 9% equity interest in Logan
Construction Co., Ltd. We had profit attributable to non-controlling interests of RMB481.1 million,
RMB707.5 million, RMB294.2 million and RMB127.6 million (US$18.1 million) in 2017, 2018 and
2019 and the six months ended June 30, 2020, respectively, representing 6.9%, 7.9%, 2.5% and
2.0%, respectively, of our net profit in the same periods.

Exchange Differences on Translation of Financial Statements of Overseas Entities

The functional currencies of certain of our subsidiaries are currencies other than Renminbi. As
of each of the reporting dates, the assets and liabilities of these entities were translated into our
presentation currency, Renminbi, at the exchange rates prevailing at the relevant reporting date, and
their income statements were translated into Renminbi at the exchange rates approximating the
foreign exchange rates prevailing at the dates of the transactions. The resulting exchange differences
are included in the exchange reserve. On disposal of a foreign entity, the cumulative amount
recognized in the exchange reserve relating to that particular foreign operation is reclassified from
equity to profit or loss.

SEGMENT REPORTING

Our business is organized into four operating segments, namely property development,
property leasing, construction and decoration contracts and urban redevelopment business. Our
property development segment includes the development and sales of residential properties and retail
shops. Our property leasing segment leases office units and retail shops to generate rental income
and to hold as investments for long-term capital appreciation. Our construction and decoration
contracts segment constructs residential and non-residential projects, such as office buildings and
public facilities. Our urban redevelopment business segment includes the destruction of existing
structure and clearing of land, construction of infrastructure and sale of land held for development.
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The table below sets forth our revenue (after deducting sales and other taxes) by operating
segment for the periods indicated:

For the year ended December 31 For the six month ended June 30
2017 2018 2019 2019 2019 2020 2020
RMB’000 RMB’000 RMB’000 US$°000 RMB’000 RMB’000 US$°000

Revenue
Sales of properties. . .. ....... 26,642,077 38,804,378 40,920,840 5,791,969 16,226,129 20,616,843 2,918,125
Rental income. . . ........... 83,383 83,146 127,517 18,049 70,679 68,431 9,686
Construction and decoration

income................. 964,198 4,182,130 11,532,061 1,632,257 5,824,900 4,349,695 615,659
Urban redevelopment income . . . — 1,067,254 4,900,000 693,550 4,900,000 6,000,000 849,245
Total. . .................. 27,689,658 44,136,908 57,480,418 8,135,825 27,021,708 31,034,969 4,392,715

In 2017, 2018 and 2019 and the six months ended June 30, 2020, a substantial portion of our
revenue and cash inflow were derived from the property development segment. The table below sets
forth certain data with respect to our property development segment for the periods indicated which
we have derived from our internal records and our consolidated financial statements:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 US$’000 RMB’000 RMB’000 US$’000

Receipts in advance/contract

liabilitiesV. . ... ... ... ... 19,614,745 16,784,879 26,030,052 3,684,315 20,140,010 31,694,987 4,486,134
Net revenue from

external customers ........... 26,642,077 38,804,378 40,920,840 5,791,969 16,226,129 20,616,843 2,918,125
Total saleable GFA delivered (sq.m.) 2,293,611 1,862,470 3,275,867 N/A 892,257 1,265,658 N/A
Note:

(1) Receipts in advance/contract liabilities represent deposits received as of the date indicated from purchasers with whom
we have entered into sales contracts after pre-sales commenced.

SIX MONTHS ENDED JUNE 30, 2020 COMPARED TO SIX MONTHS ENDED JUNE 30, 2019
Revenue

Our revenue increased by 14.9% to RMB31,035.0 million (US$4,392.7 million) in the six
months ended June 30, 2020 from RMB27,021.7 million in the six months ended June 30, 2019,
primarily due to the increase in revenue from sales of properties and income from urban
redevelopment business.

Revenue from sales of properties increased by 27.1% to RMB20,616.8 million (US$2,918.1
million) in the six months ended June 30, 2020 from RMB16,226.1 million in the six months ended
June 30, 2019, primarily due to an increase in GFA delivered in 2020.

Rental income decreased by 3.3% to RMB68.4 million (US$9.7 million) in the six months
ended June 30, 2020 from RMB70.7 million in the six months ended June 30, 2019.

Construction and decoration income decreased by 25.3% to RMB4,349.7 million (US$615.7
million) in the six months ended June 30, 2020 from RMB5,824.9 million in the six months ended
June 30, 2019, primarily due to the increase in construction and decoration services provided to
projects jointly controlled by us and joint venture partner.

Urban redevelopment business income increased by 22.4% to RMB6,000.0 million (US$849.2
million) in the six months ended June 30, 2020 from RMB4,900.0 million in the six months ended
June 30, 2019, primarily due to the designated usage of a single project which was primarily a factory
in Huizhou, has been changed.
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Cost of Sales

Our cost of sales increased by 14.0% to RMB20,100.6 million (US$2,845.1 million) in the six
months ended June 30, 2020 from RMB17,629.3 million in ths six months ended June 30, 2019,
primarily due to the expansion of business scale.

Gross Profit

As a result of the foregoing, our gross profit increased by 16.4% to RMB10,934.4 million
(US$1,547.7 million) in the six months ended June 30, 2020 from RMB9,392.4 million in the six
months ended June 30, 2019.

Selling and Marketing Expenses

Our selling and marketing expenese decreased by 2.9% to RMB664.9 million (US$94.1 million)
in the six months ended June 30, 2020 from RMB684.9 million in the six months ended June 30,
2019.

Administrative Expenses

Our administrative expenses increased by 29.7% to RMB813.1 million (US§115.1 million) in
the six months ended June 30, 2020 from RMB627.1 million in the six months ended June 30, 2019,
primarily due to an increase in staff costs.

Share of Losses of Associates and Joint Ventures

Our share of losses of associates decreased by 5.1% to RMB33.5 million (US$4.7 million) in the
six months ended June 30, 2020 from RMB35.3 million in the six months ended June 30, 2019. Our
share of losses of joint ventures increased by 599.8% to RMB296.7 million (US$42.0 million) in the
six months ended June 30, 2020 from RMB42.4 million in the six months ended June 30, 2019,
primarily due to our joint ventures recognized selling expenses for more pre-sold projects and
administration expenses for more projects in the current period.

Finance Costs

Our finance costs increased by 14.2% to RMB943.8 million (US$133.6 million) in the six
months ended June 30, 2020 from RMBS826.3 million in the six months ended June 30, 2019,
primarily due to the increase in scales of bank and other borrowings.

Income tax

Our income tax decreased by 2.5% to RMB3,964.2 million (US$561.1 million) in the six months
ended June 30, 2020 from RMB4,067.0 million in the six months ended June 30, 2019.

Profit for the Period

As a result of foregoing, our profit for the period increased by 18.8% to RMB6,285.1 million
(US$889.6 million) in the six months ended June 30, 2020 from RMBS5,290.4 million in the six
months ended June 30, 2019. In addition, our net profit margin increased to 20.3% in the six months
ended June 30, 2020 from 19.6% in the six months ended June 30, 2019.

Profit Attributable to Non-Controlling Interests

Our profit attributable to non-controlling interests decreased by 21.2% to RMB127.6 million

(US$18.1 million) in the six months ended June 30, 2020 from RMB162.0 million in the six months
ended June 30, 2019.
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Profit Attributable to Owners of the Parent

Our profit attributable to onwers of the parent increased by 20.1% to RMB6,157.5 million
(US$871.5 million) in the six months ended June 30, 2020 from RMBS5,128.4 million in the six
months ended June 30, 2019.

YEAR ENDED DECEMBER 31, 2019 COMPARED TO YEAR ENDED DECEMBER 31, 2018
Revenue

Our revenue increased by 30.2% to RMB57,480.4 million (US$8,135.8 million) in 2019 from
RMB44,136.9 million in 2018, primarily due to the increase in revenue from sales of properties,
income from property leasing business, income from the construction and decoration business and
income from urban redevelopment business.

Revenue from the sales of properties increased by 5.5% to RMB40,920.8 million (US$5,792.0
million) in 2019 from RMB38,804.4 million in 2018. This increase was primarily due to an increase in
GFA delivered in 2019.

Construction and decoration income increased by 175.7% to RMBI11,532.1 million
(US$1,632.3 million) in 2019 from RMB4,182.1 million in 2018. This increase was primarily due
to the increase in construction and decoration services provided to projects jointly controlled by us
and joint venture partners.

Urban redevelopment business income increased by 359.1% to RMB4,900.0 million (US$693.5
million) in 2019 from RMBI1,067.3 million in 2018. This increase was primarily because the
designated usage of a single project which was primarily a factory in Shenzhen, has been changed.

Rental income increased by 53.4% to RMBI27.5 million (US$18.0 million) in 2019 from
RMBS83.1 million in 2018. This increase was primarily due to more rental income generated from
more investment properties.

Cost of sales

Our cost of sales increased by 34.5% to RMB39,347.4 million (US$5,569.3 million) in 2019
from RMB29,250.0 million in 2018, primarily due to an increase in cost of sale of properties and
construction and decoration business.

Gross Profit

As a result of the foregoing, our gross profit increased by 21.8% to RMBI18§,133.0 million
(US$2,566.6 million) in 2019 from RMB14,886.9 million in 2018.

Other Income and Gains

Our other income and gains increased by 55.6% to RMB2,130.1 million (US$301.5 million) in
2019 from RMBI1,368.7 million in 2018, primarily due to an increase in gain on bargain purchase.

Selling and Marketing Expenses

Our selling and marketing expenses increased by 13.5% to RMBI,398.2 million (US$197.9
million) in 2019 from RMBI1,231.4 million in 2018, primarily because we increased our property
marketing efforts in response to the challenging marketing environment in 2019.

Administrative Expenses

Our administrative expenses increased by 24.3% to RMB1,409.4 million (US$199.5 million) in
2019 from RMBI1,133.9 million in 2018, primarily due to an increase in the staff costs.
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Share of Losses of Associates and Joint Ventures

Our share of losses of associates increased by 47.6% to RMB63.4 million (US$9.0 million) in
2019 from RMB43.0 million in 2018, primarily due to our associates recognized selling expenses for
more pre-sold projects and administrative expenses for more projects. Our share of losses of joint
ventures decreased by 20.1% to RMBI113.0 million (US$16.0 million) in 2019 from RMBI141.4
million in 2018. The losses mainly generated from the selling expenses of pre-sold projects and
administrative expenses of projects while no revenue was recognized during the pre-sold period.

Finance Costs

Our finance costs decreased by 3.6% to RMB1,366.3 million (US$193.4 million) in 2019 from
RMB1,416.9 million in 2018.

Income Tax

Our income tax increased by 17.2% to RMB5,889.0 million (US$833.5 million) in 2019 from
RMB5,023.2 million in 2018, primarily due to an increase in profit before tax.

Profit for the Year

As a result of the forgoing, our profit for the year increased by 28.5% to RMBI11,563.3 million
(US$1,636.7 million) in 2019 from RMB8,995.9 million in 2018. In addition, our net profit margin
remained stable at 20.4% and 20.1% in 2018 and 2019, respectively.

Profit Attributable to Non-controlling Interests

Our profit attributable to non-controlling interests decreased by 58.4% to RMB294.2 million
(US$41.6 million) in 2019 from RMB707.5 million in 2018.

Profit Attributable to our Equity Shareholders

As a result of the foregoing, profit attributable to our equity shareholders increased by 36.0%
to RMB11,269.0 million (US$1,595.0 million) in 2019 from RMBS,288.4 million in 2018.

YEAR ENDED DECEMBER 31, 2018 COMPARED TO YEAR ENDED DECEMBER 31, 2017
Revenue

Our revenue increased to RMB44,136.9 million for the year ended December 31, 2018 from the
corresponding period in 2017, primarily due to the increase in revenue from sales of properties and
the new added revenue from urban redevelopment business.

Revenue from the sales of properties increased to RMB39,062.9 million for the year ended
December 31, 2018 from the corresponding period in 2017. This increase was primarily due to more
properties with high price located in Shenzhen delivered in current period.

Rental income increased to RMB91.7 million for the year ended December 31, 2018 from the
corresponding period in 2017.

Construction and decoration income increased to RMB4,191.6 million for the year ended
December 31, 2018 from the corresponding period in 2017, primarily due to the increase in scale of
newly commenced construction projects.

Cost of Sales

Our cost of sales increased to RMB29,250.0 million for the year ended December 31, 2018 from
the corresponding period in 2017, which was primarily due to the expansion of business scale.
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Gross Profit

As a result of the foregoing, our gross profit increased to RMB14,886.9 million for the year
ended December 31, 2018 from the corresponding period in 2017. Our gross profit margin
(calculated by dividing gross profit by revenue) decreased to 33.7% for the year ended December 31,
2018 from the corresponding period in 2017, primarily due to the property Shenzhen Carat Complex
with very high gross profit margin contributed the largest portion of revenue in the corresponding
period of 2018.

Other Revenue

Our other revenue significantly increased to RMB1,368.7 million for the year ended December
31, 2018 from the corresponding period in 2017, primarily due to more interest income was generated
in the current year.

Other Expenses

Our other expenses increased to RMBS56.7 million for the year ended December 31, 2018 from
the corresponding period in 2017 primarily due to the increase in charitable donation in the current
year.

Selling and Marketing Expenses

Our selling and marketing expenses increased to RMBI1,231.4 million for the year ended
December 31, 2018 from the corresponding period in 2017, primarily due to the increase in our
property marketing efforts.

Administrative Expenses

Our administrative expenses increased to RMB1,133.9 million for the year ended December 31,
2018 from the corresponding period in 2017, primarily due to the increase in staff cost.

Net Increase in Fair Value of Investment Properties

The net increase in fair value of our investment properties amounted to RMB1,740.7 million
for the year ended December 31, 2018 and we recorded a larger amount of net increase in fair value
of investment properties for the corresponding period in 2017.

Net Increase/(Decrease) in Fair Value of Derivative Financial Instruments

The net increase in fair value of our derivative financial instruments amounted to RMB46.0
million for the year ended December 31, 2018 and we recorded a net decrease in fair value of our
derivative financial instruments for the corresponding period in 2017. We had an increase in fair
value of derivative financial instruments in 2018 primarily due to the issuance of new senior notes in
the current year.

Share of Profits or Losses of Associates and Joint Ventures

We recorded share of losses of associates in the amount of RMB43.0 million in 2018, as
compared to share of profits of associates in the amount of RMB278.5 million in 2017, primarily due
to the decrease in the share of fair value gain of investment properties. Our share of losses of joint
ventures increased to RMB141.4 million in 2018 from RMB73.1 million in 2017, primarily because
our joint ventures recognized selling expenses for more pre-sold projects and administrative expenses
for more projects in 2018.
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Finance Costs

Our finance costs increased to RMB1,416.9 million for the year ended December 31, 2018 from
the corresponding period in 2017, primarily due to the increase in scales of corporate bonds and
senior notes.

Income Tax

Our income tax increased to RMBS5,023.2 million for the year ended December 31, 2018 from
the corresponding period in 2017, primarily due to more profit generated from operation.

Profit for the Year

As a result of the foregoing, our profit for the year increased to RMBS§,995.9 million for the
year ended December 31, 2018 from the corresponding period in 2017. In addition, net profit margin
(meaning profit for the year divided by revenue) decreased for the year ended December 31, 2018
from the corresponding period in 2017, primarily driven by decreases in fair value gain in investment

property.
Profit Attributable to Non-controlling Interests

Our profit attributable to non-controlling interests increased to RMB707.5 million for the year
ended December 31, 2018 from the corresponding period in 2017.

Profit Attributable to Our Equity Shareholders

As a result of the foregoing, profit attributable to our equity shareholders increased to
RMBS,288.4 million for the year ended December 31, 2018 from the corresponding period in 2017.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flow

The table below summarizes our consolidated cash flow statement data for the periods
indicated:

For the year ended December 31, For the six months ended June 30,
2017 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 US$’000 RMB’000 RMB’000 Us$’000

Selected cash flow statement data
Net cash generated from operating

activities. . .. ... ... .. 11,515,818 4,568,450 5,872,088 831,140 9,011,410 5,412,333 766,066
Net cash from/(used in) investing

activities. . .. ... ... ... (11,844,156) (24,045,908) 10,490,791 1,484,875 3,382,867  (16,038,781)  (2,270,142)
Net cash generated from/(used in)

financing activities. . . . ... .. 7,017,260 28,267,834  (10,685,555)  (1,512,442)  (6,615,934) 12,695,428 1,796,921
Net increase in cash and cash

equivalents . . ............ 6,688,922 8,790,376 5,677,324 803,573 5,778,343 2,068,980 292,845

Net cash generated from operating activities

In the six months ended June 30, 2020, our net cash generated from operating activities was
RMB5,412.3 million (US$766.1 million), which was primarily attributable to cash generated from
operations of RMB7,535.1 million (US$1,066.5 million), offset by tax paid of RMB2,122.8 million
(US$300.5 million).

In 2019, our net cash generated from operating activities was RMB5,872.1 million (US$831.1

million), which was primarily attributable to cash generated from operations of RMBS,670.3 million
(USS$1,227.2 million), offset by tax paid of RMB2,798.2 million (US$396.1 million).
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In 2018, our net cash generated from operating activities was RMB4,568.5 million, which was
primarily attributable to operating profit before changes in working capital of RMB12,662.0 million,
offset by tax paid of RMB2,365.7 million.

In 2017, our net cash generated from operating activities was RMBI11,515.8 million, which was
primarily attributable to (i) operating profit before changes in working capital of RMB7,986.9
million and (ii) increase in trade and other payables of RMB8&,501.7 million, offset by tax paid of
RMB2,679.5 million.

Net cash from|used in investing activities

In the six months ended June 30, 2020, our net cash used in investing activities was
RMB16,038.8 million (US$2,270.1 million), which was primarily attributable to (i) advances to joint
ventures and associates of RMB11,633.9 million (US$1,646.7 million), (ii) increase in restricted and
pledged deposits of RMB6.196.9 million (US$877.1 million), and (iii)deemed disposal of subsidiaries
of RMB2,493.1 million (US$352.9 million), partially offset by (i) acquisition of subsidiaries that are
not a business of RMB3,815.6 million (US§540.1 million), and (ii)interest received of RMB836.5
million (US$118.4 million).

In 2019, our net cash generated from investing activities was RMB10,490.8 million (US$1,484.9
million), which was primarily attributable to (i) repayment from joint ventures of RMBI18§,465.7
million (US$2,613.7 million), (ii) acquisition of subsidiaries of RMBS5,937.1 million (US§840.3
million), and (iii) decrease in restricted and pledged deposits of RMB3,875.8 million (US$548.6
million), partially offset by (i) payment for acquisition of a subsidiary in prior year of RMB7,542.2
million (US$1,067.5 million), (ii) acquisition of subsidiaries that are not a business of RMB3,185.1
million (US$450.8 million), and (iii) deemed disposal of subsidiaries of RMB1,841.0 million
(US$260.6 million).

In 2018, our net cash used in investing activities was RMB24,045.9 million, which was primarily
attributable to (i) advances to joint ventures of RMB18,980.0 million, (ii) increase in restricted and
pledged deposits of RMB4,734.9 million, (iii) deemed disposal of subsidiaries of RMBI1,036.8
million; partially offset by (i) acquisition of subsidiaries of RMB2,689.0 million and (ii) interest
received of RMB595.9 million.

In 2017, our net cash used in investing activities was RMB11,844.2 million, which was primarily
attributable to (i) advances to joint ventures of RMB5,968.6 million, (i1) advances to associates of
RMB2,835.5 million, (iii) acquisition of subsidiaries of RMB1,376.7 million and (iv) increase in
restricted and pledged deposits of RMB1,292.3 million, partially offset by (i) disposal of subsidiaries
of RMB249.1 million and (ii) interest received of RMB582.0 million.

Net cash used in|generated from financing activities

In the six months ended June 30, 2020, our net cash generated from financing activities was
RMB12,695.4 million (US$1,796.9 million), which was primarily attributable to (i) proceeds from
bank and other loans of RMB16,277.7 million (US$2,304.0 million), (ii) capital contributions from
non-controlling sharecholders of RMB§,398.6 million (US$1,188.7 million) and (iii) proceeds from
cross-border guarantee arrangements of RMB7,008.5 million (US$992.0 million), partially offset by
(1) repayment of bank and other loans of RMB9,154.7 million (US$1,295.8 million), (ii) repayment
to non-controlling shareholders/former non-controlling shareholders of RMB4,407.9 million
(US$623.9 million), and (iii) repayment of corporate bonds of RMB2,964.0 million (US$419.5
million).

In 2019, our net cash used in financing activities was RMB10,685.6 million (US$1,512.4
million), which was primarily attributable to (i) repayment of bank and other loans of RMB15,229.3
million (US$2,155.6 million), (ii) repayment to non-controlling shareholders/former non-controlling
shareholders of RMB4,754.6 million (US§673.0 million), and (iii) repayment of corporate bonds of
RMB4,280.4 million (US$605.9 million), partially offset by (i) proceeds from bank and other loans
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of RMBI12,447.2 million (US$1,761.8 million), (ii) proceeds from issuance of senior notes of
RMB5,652.1 million (US$800.0 million), and (iii) proceeds from issuance of corporate bonds of
RMB5,010.0 million (US$709.1 million).

In 2018, our net cash generated from financing activities was RMB28,267.8 million, which was
primarily attributable to (i) proceeds from issuance of corporate bonds of RMBS8,490.0 million; (ii)
proceeds from issuance of senior notes of RMB10,096.4 million; (iii) increase in amounts due to non-
controlling shareholders of RMB10,590.6 million and (iv) proceeds from new bank and other loans
of RMB17,925.6 million, partially offset by (i) repayment of bank and other loans of RMB14,579.6
million and (ii) payments for acquisition of non-controlling interests of RMB3,621.8 million.

In 2017, our net cash generated from financing activities was RMB7,017.3 million, which was
primarily attributable to (i) proceeds from bank and other loans of RMBI14,144.1 million, (ii)
proceeds from issuance of senior notes of RMB7,149.8 million, (iii) proceeds from issuance of
perpetual capital securities of RMB2,363.3 million, partially offset by (i) repayment of bank and
other loans of RMB7,674.7 million, (ii) repayment of senior notes of RMB3,576.9 million, (iii)
payments for acquisition of non-controlling sharcholders subject to repurchase obligations of
RMB2,022.0 million and (iv) payments for acquisition of non-controlling interests of RMB4,199.8
million.

INDEBTEDNESS AND CONTINGENT LIABILITIES

The following table sets forth the breakdown of our borrowings as of the dates indicated:

As of December 31, As of June 30,
2017 2018 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000 US$’000
Bank and otherloans .. .................... 19,789,320 21,544,062 26,991,753 32,173,164 4,553,816
Corporate bonds. . . .. ......... . ... ... .. ... 12,162,449 20,632,449 21,362,000 20,898,000 2,957,920
SEnior NOLES. . . v v vt e e 8,889,644 16,764,667 21,323,803 24,506,788 3,468,710
Total. ... ... . 40,841,413 58,941,178 69,677,556 77,577,952 10,980,446

Bank Loans

The table below sets forth our outstandi