Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited
take no responsibility for the contents of this announcement, 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
announcement.

This announcement is not for distribution, directly or indirectly, in or into the United States.
This announcement and the information contained herein does not constitute or form part
of an offer to purchase, subscribe or sell securities in the United States. Securities may not
be offered or sold in the United States unless registered pursuant to the U.S. Securities Act
of 1933, as amended (the “Securities Act”), or pursuant to an applicable exemption from
such registration requirements. Any public offering of securities to be made in the United
States will be made by means of a prospectus that will contain detailed information about the
Company and management, as well as financial statements. The securities referred to herein
have not been and will not be registered under the Securities Act and no public offering of
securities will be made in the United States. The securities described in this announcement
will be sold in accordance with all applicable laws and regulations. No money, securities
or other consideration is being solicited by this announcement or the information contained
herein and, if sent in response to this announcement or the information contained herein, will
not be accepted.
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Fantasia Holdings Group Co., Limited
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(Incorporated in Cayman Islands with limited liability)

(Stock Code: 1777)
OVERSEAS REGULATORY ANNOUNCEMENT

This overseas regulatory announcement is issued pursuant to Rule 13.10B of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Please refer to the attached offering memorandum (the “Offering Memorandum™) in relation
to the issuance of US$100,000,000 senior notes due 2022 (to be consolidated and form a
single series with the US$200,000,000 senior notes due 2022 issued on 17 April 2019) by
Fantasia Holdings Group Co., Limited, which is available on the website of the Singapore
Exchange Securities Trading Limited on 7 August 2019.

The posting of the Offering Memorandum on the website of the Stock Exchange is only for
the purpose of facilitating equal dissemination of information to investors in Hong Kong and
compliance with Rule 13.10B of the Listing Rules, and not for any other purposes.



The Offering Memorandum does not constitute a prospectus, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an
invitation to the public to make offers to subscribe for or purchase any securities, nor is it

calculated to invite offers by the public to subscribe for or purchase any securities.

The Offering Memorandum must not be regarded as an inducement to subscribe for or
purchase any securities of the Company, and no such inducement is intended. No investment

decision should be based on the information contained in the Offering Memorandum.

By order of the Board
Fantasia Holdings Group Co., Limited
Pan Jun

Chairman

Hong Kong, 8 August 2019

As at the date of this announcement, the executive Directors are Mr. Pan Jun, Ms. Zeng Jie,
Baby, Mr. Ke Kasheng, Mr. Zhang Huiming and Mr. Chen Xinyu; the non-executive Directors
are Mr. Li Dong Sheng and Mr. Liao Qian; and the independent non-executive Directors are
Mr. Ho Man, Dr. Liao Jianwen, Ms. Wong Pui Sze, Priscilla, JP and Mr. Guo Shaomu.



CORPORATE STRUCTURE

The following chart shows our corporate structure as of the date of this offering memorandum:
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Tang Xuebin 43.34%, Ye Hui 13.33¢%,
Wang Xuliang 3.34%, Guan Jiandong 13.33%,
Dong Dong 13.33¢%, Chang Rong 13.33%
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Fantasia (Novena) Pte. Ltd. was designated as an unrestricted subsidiary under our existing senior notes and will be

designated as an Unrestricted Subsidiary in connection with our offering of the Notes, meeting the definition of a subsidiary
thereunder. However, it is treated as a joint venture under HKFRS.

(ii)
(iii)
(iv)

previously known as Fantasia Financial Holdings Group Co., Ltd.

previously known as Fantasia Financial Holdings (Hong Kong) Co., Limited.

Each of these entities was designated as an unrestricted subsidiary under the January 2013 Notes but was not designated as

an unrestricted subsidiary under our other existing senior notes and will not initially be designated as an Unrestricted
Subsidiary under the Notes. Instead, each of these entities is an Initial Other Non-Guarantor Subsidiary under our other
existing senior notes and will initially be an Initial Other Non-Guarantor Subsidiary under the Notes.
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The Chinese names of the Taiwan and PRC entities are as follows:
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BUSINESS
Overview

We are a leading property developer and property related service provider in China. For ten
consecutive years from 2009 to 2018, we have members of our Group ranked among the China Top 100
Real Estate Developers ("' 5 Hh 2 A % 4> 3£) and the China Top 100 Property Management Companies
(H P 2E MRS H A2 2%) by the China Real Estate Top 10 Research Team (9 [ 5 #i 7 Top 10875 4H).
We are also recognized as “Outstanding Company with Light Asset Operation in 2018”, “China’s Top
100 Real Estate Companies in 2018 — Top 10 in Financing Capability” and “China’s Top 100 Real
Estate Companies in 2018 — Top 10 in Stability” by Development Research Center of the State
Council, Institute of Real Estate Studies at Tsinghua University and China Index Academy. We were
also ranked among the China Real Estate Top 100 Listed Companies (4[5 iz FHi/A R H %) in
2011 and the Top 50 China Real Estate Listed Companies in terms of Comprehensive Strength (475
HiE A RI4EAE S H i) in 2012 and 2014 by the China Real Estate Research Institute, China
Real Estate Association and China Real Estate Assessment Center. In June 2018, Colour Life Group
were honored as “2018 China Specialized Property Service Company — Intelligent Community”, the
“2018 China Leading Property Management Companies in terms of Customer Satisfaction”, the “2018
China Top 10 Property Management Companies in terms of Growth Potential” and the “2018 China Top
10 Property Management Companies in terms of Business Size” by China Index Academy. Colour Life
was honored as the “2009-2018 (10 Consecutive Years) Top 100 Property Management Companies of
China” by China Index Academy. At the “2018 China’s Top 100 Real Estate Companies Research
Results Conference cum the 15th China’s Top 100 Real Estate Companies Entrepreneurs Summit”,
jointly held by Development Research Center of the State Council, Institute of Real Studies at Tsinghua
University and China Index Academy, Colour Life was awarded “2018 China’s Leading Brand
Enterprise in the Market-oriented Operation of Property Services”, with a brand value of RMBS5,002
million. We first commenced our property development business in Shenzhen in 1996. Leveraging our
broad experience and capabilities, we have successfully expanded into, and currently focus our real
estate activities in the Chengdu-Chongqing Economic Zone, the Pearl River Delta region, the Yangtze
River Delta region, the Beijing-Tianjin metropolitan region, four of the fastest-growing economic
regions in China and the Central China Economic Area.

Our target customers are affluent middle- to upper-class individuals and families and fast growing
small- to medium-sized enterprises. We envisage that the demand for properties designed for these
customers will increase as such customers’ household income and purchasing power continue to rise. To
cater to the diverse needs of our target customers, we have developed a portfolio of property
development projects with a focus on the following:

° Urban Complexes

Our urban complexes are mostly located in the peripheral areas of existing central business
districts in major cities such as Shenzhen and Chengdu or in the emerging new business districts
designated under city development plans of local governments. These complexes integrate various
types of properties, such as offices, apartments, retail shops and/or boutique hotels, into a single
property development project.

° Boutique Upscale Residences

Our boutique upscale residences are located in urban and suburban areas with natural scenic
surroundings or cultural landmarks. They are connected by roads or expressways to the centers of
major metropolitan areas. These boutique upscale residences include high- and low-rise apartment
buildings, townhouses and stand-alone houses and cater to the residential and investment needs of
our high-end consumers. We typically develop our boutique upscale residential projects in several
phases so that we can manage our capital resources more efficiently and increase the average
selling price as the project becomes more developed and attractive to our customers.
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As of December 31, 2018, our portfolio of land bank consisted of approximately 70.9% of
boutique upscale residences, 18.5% of urban complexes and 10.6% of mid-to-high end residences in
terms of GFA. We plan to continue to focus our property development activities on developing a
portfolio of products that caters to our target customers across some of China’s most economically
prosperous regions. We plan to achieve this objective by continuing to selectively acquire low-cost land
in the regions. We conduct comprehensive and in-depth market research and analysis on the land that we
intend to acquire and the surrounding areas. We consider the geographic as well as marketing factors
when evaluating a target parcel, including development potentials, size and suitability of the land for
developments that can fit into our existing portfolio, convenience and availability of infrastructure
support, purchasing power of our potential customers in relevant areas, development costs and the
estimated return on investment. We budget for the cost of land acquisition as well as the overall
development costs, which are subject to strict internal procedures and are closely monitored and adjusted
throughout the construction process. Acquisition proposal is reviewed and approved by the relevant
personnel of our Group, including our chief executive officer and our board of directors. We usually
acquire land using our own capital within a pre-set budget and arrange project loans with banks in China
at a later stage to support the subsequent development of the property.

In addition to our property development business, we also provide property operation services,
property agency services and hotel services to our own properties and properties of third parties. In
February 2011, we disposed of our entire 85% equity interests in Shenzhen Xingyan Property
Consultancy Company Limited (ZEIITT 5 = b B (B4 B2 7)), our subsidiary engaged in the provision
of property agency services, to concentrate on our main business, but we still maintain secondary
property brokerage services as a value-added service in the property operation services business. We
believe our property related services enable us to strengthen our property development capabilities. For
example, our property operation services enhance the value of our properties. In June 2014, Colour Life,
one of our subsidiaries focusing on our community services business, was listed on the Hong Kong
Stock Exchange as part of our dual funding platforms strategy, which we believe enhanced our capital
utilization efficiency and our ability to capitalize on our brand. We plan to continue to enhance such real
estate services that we offer and to further enhance the intrinsic synergies between our real estate
products and services. We will in particular focus on enhancing our property operation services and
hotel services which we believe will serve as relatively stable and growing revenue sources to our Group
on one hand, and will continue to increase the attractiveness and the average selling price of the
properties developed by us on the other.

We have received numerous accolades for our property development and services capabilities. For
example, our subsidiary, Fantasia (Chengdu) Development Co., Ltd. was awarded one of the real estate
industry’s highest honorary award “Golden Tripod” — 2009 outstanding development Business Awards
(“AEhEE” — 20094 1B BHEE A 4E) jointly issued by Chengdu Municipal Government (i #B 17
Jif) and the Chengdu Real Estate Bureau (J&#BE HLZEE #E)5) in 2010. Another subsidiary, Shenzhen
Colour Life Services Group Company Limited, was awarded “Top 10 Growth Enterprises in Top 100
Property Services Companies in China” (4F 1B £ B 8 A EMRIETOP 10) since 2012,
“China Top 100 Property Services Companies” (4B 4#) 25 H 58 /> 3£) for six consecutive years since
2009 by China Real Estate Top 10 Research Team (1[5 HiZETOP 1087t 4) “Leading Enterprise of
Satisfaction in Top 100 Property Services Companies in China” (' [B]4) 2& lRE5 F1 i T 5 i SH ST A 2),
“Top Property Management in Gross Area of Residential Properties” (¥JZE& B AV ERBEATES
B %5 —) and “Leading Enterprise of Brand in Property Services in China” (9 B4 3 IR %548 5t i b4
%) in 2014. Shenzhen Colour Life Services Group Company Limited was also awarded “2012 China
Property Services Enterprise of Brand Excellence” (2012 B3£Ik %518 75 5 hi 4> 3%) in August 2012
and “The Largest Community Service Operator” (Bl KAt &R 2 ) in July 2013, both of
which were granted by China Index Research Institute. We were also awarded “2012 China Best
Commercial Real Estate Brand” (20128 f5 {4 i 330 7 5 i) by Organizing Committee of Boao Real
Estate Forum (IHZFHEIEZE®) in August 2012, was listed on both “List of Top 100
Outstanding Real Estate Enterprises in China” in 2012 and 2013 (201212013 4F J& B 5 b 2 #5100
F%) and “List of China’s Outstanding Real Estate Management and Real Estate Teams in China” in 2012
and 2013 (20121201 34F 3 w2 55 b 2 45 $ B (3] K 5380 B% ) by guandian.cn (BLEG IS B 1 HE), and was
awarded the “Listed Company with the Best Investment Value 2013 (20134 fF iz B EEH LA F]
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K #%) by Boao ® 21st Century Real Estate Forum (T & o 211405 HuZE 5w 1) in July 2013. In 2014, we
were granted the title of the “Innovative Enterprise in China Real Estate Community Service Model”
(7P 5 b A [ IR 5 A BB 42 ) in the first Annual Meeting of Community Responsibility in China
Real Estate (*F[E /5 HiE M % FE (L4 E) cum the sixth Annual Meeting of the New Trends in China
Property (B b2 il 2 4FE &), jointly held by institutions including China Foundation for Poverty
Alleviation (FFEI$#:E 34 ) and China Real Estate Chamber of Commerce (%I 5 1 pi&) and
were selected as the “Enterprise with Highest Brand Value in Shenzhen Real Estate” (Y55 b fie 2
i B (H A 3£) by Shenzhen Real Estate Association (VI T HiZE ZE W &), In April 2015, Shenzhen
Fantasia Business Management Company Limited was awarded the honour of the “Best Chinese
Commercial Real Estate Operator” ("B P20 i £ 79) in the Adjudication and Selection of
Golden Coordinate on “the Tenth Chinese Commercial Real Estate Festival” (5 1 Ji o [ o 2 3 72 i),
and the “China Community Commercial Operation Innovation Prize” (B4t [& pf 257 % 818 22) on the
Twelfth Chinese Commercial Real Estate Industry Development Forum held in Shanghai. In June 2015,
Colour Life Services Group Co., Limited under Fantasia Group was awarded the honour of the “Top 10
in Top 100 Comprehensive Property Services Enterprises 2015” (2015925 & # 45 5 TOP10), the
“Leading Enterprises of Satisfaction in Top 100 Property Services Companies 2015 (20154 2k
5 E 5 S SE B 2E), the “Top Enterprise with the Largest Area of Residential Properties under
Management in the World at the end of 2014 (20144 JiE 4 3£ J& A 4 #L & 2 8k fie k), and the “Top 10
Growth Enterprises in Top 100 Property Services Companies 20157 (2015920 A % 4> 2E =1
TOP10) by China Real Estate Top 10 Research Team. In Addition, Colour Life Services Group ranked
the top of “Top 10 Growth Enterprises in Top 100 Property Services Companies 2015 with its
prevailing edges. In July 2015, Fantasia Holdings Group Co., Limited was awarded the honour of the
“Award of Contribution to Community Service Industry 2015~ (20154 B4t @ RS AT EH AR SE) at
the 15th Annual Conference of BOAO 21st Century Real Estate Forum. Home E&E Group under
Fantasia Group was awarded the honour of the “Award of Innovation in Commercial Community
Operation 2015 at the 15th Annual Conference of BOAO 21st Century Real Estate Forum in July 2015,
and the “Award of Innovation in Resort Properties Operation 2015 in the Adjudication and Selection
of China Real Estate Fashion Award in August 2015. In December 2015, Fantasia Group was awarded
the honour of the “Award of Innovation in Community Services” (#fI@AR#EIH2E), an innovation
award of China Real Estate Value Report in the CBN China Real Estate Annual Summit 2015. In June
2016, in the 2016 China Top 100 Property Service Companies Report (2016 B4 £ NRHES A 5 Hi15)
jointly published by China Property Management Association ("% #1#€) and China Index
Academy (" [B$5 B0 55 BE), Colour Life, was ranked sixth in the “2016 China Top 10 Property Service
Companies in Overall Strength” (2016 B4 3£ B5 7 % & 3455 H S Top 10). Moreover, based on its
good operating conditions and sound financial position, the Company was also awarded the titles of
“Outstanding Company with Light Asset Operating in 2017 (20174 & £ ## %5 {8 75 %), “China’s Top
100 Real Estate Companies in 2017 — Top 10 in Financing Capability (2017 [ 5 bz & 8 A% — Rt
% fE J1Top 10), “China’s Top 100 Real Estate Companies in 2017 — Top 10 in Stability” (2017 Bl 5
HbEE o A 2 faf@ETop 10). In January 2018, Caifubao was awarded the title of “2017 Social
Responsibility Award as a Fintech Enterprise” at the Seventh China Charity Festival. Our property
development projects have also won numerous awards and recognitions for their design and quality. For
example, our project Guilin Fantasia Town (FEFRAEFEIK) was awarded “Real Estate with the Most
Potential in Value in 2011 (20114FF B E(E 7 JJ#8&) by the Fourth Session of Guilin Spring Brand
Real Estate Fair (AEARES DU Je 45 25 0 i85 M2 58 % &) in 2011. Nanjing Yuhuatai Project (Fd & fE4 fH)
was awarded “The Best Commercial Real Estate in Nanjing, China for 2012 (2012 [8 (R &%) 5 4 75 3
Hi7E) by Yangtse Evening News {(#5 T Mi#)) in January 2013 and “Real Estate with the Most
Investment Potential for 2013 (20134F & X & E1# ) by House.QQ.com (/% &) in January
2013. Both of our projects Chengdu Future Plaza (J&#% 4% #;) and Chengdu Longnian International
Centre (JFPBEAFBIMEH1.0>) were awarded “Masterpiece of Commercial Real Estate in Chengdu Real
Estate Market” (2012 #0481 p5 3£ b7 /) by Real Estate Market Overall List in Chengdu, China
2012 (2012 [ (i HR) 4T 44 5FA%) in March 2013. Fantasia Funian Plaza ({EEK4F © fR4FJE ) passed
the Excellence Assessment and was selected as the outstanding project of property management in
Shenzhen Futian District and Fantasia Future Plaza ({644 ® & 4F & 35) passed the expert assessment of
the Model Property Management of Chengdu City, and was selected as the excellent project of property
management in Chengdu Gaoxin District in 2014. Rhombus Fantasia Chengdu Hotel (fEF4F o F& £ AR
W) was awarded the “Best Business and Resort Hotel 2013-2014" (2013—20144F & 5 £ i 15 B2 R
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J&) jointly by China City Travel and International Channel Shanghai. Chengdu Meinian Plaza (Phase 1.1
and Phase 1.3) (B#PFEFE L 1.1F11.31) was awarded the first prize of “the Sixteenth Evaluation of
Shenzhen’s Outstanding Engineering Exploration and Design (Residential Buildings)” (I %8 75 )E
BFH TRREGGH R T @4 —%4%) in 2014. In March 2015, on the Fifteenth Annual Meeting for
China Real Estate Development 2015 organized by the Ministry of Housing and Urban Policy Research
Center (/5 FIRAE 3% HPBORESE 00) and co-hosted by China Real Estate Dynamic Policy Design
Research Group, Fantasia Lakeside Eden Community stood out on the Meeting and was awarded the
honour of the “China Exemplary Residential Property Project 2015 (20154 H B ‘B &/~ #iBE42). In
April 2015, Arcadia Resort Hotel in Yixing stood out in the Adjudication and Selection of “the Tenth
China Hotel Starlight Awards” and was awarded the honour of the “10 Best Travelling and Resort Hotel
in China” ([ +{F /i 24 B &8 )5 ). In April 2015, the Annual Meeting for Asia Hotel Forum 2015 cum
the Award Ceremony of China Hotel Starlight Awards was held in Shanghai, Guilin Lingui Fantasia
Four Points by Sheraton stood out among the numerous participating hotels and was awarded the honour
of the “China’s Top 10 New Hotels™ ("B {8 B2 )5). In June 2015, Tianjin Future Plaza project
was awarded the government subsidies for RMB100 million building project and the honour of the
“Outstanding Property Management in Tianjin” (KT PEEHEFHIEH). In September 2015, our
Chengdu Funian project participated in the Adjudication and Selection of the outstanding building
project in Chengdu and successfully attained the title of the outstanding building project in Chengdu.
Our Longqi Bay project in Shenzhen was awarded the Best Villas of the Year at the 8th China Real
Estate Annual Conference in 2016. In February 2016, a hotel management company under Fantasia’s
cultural tourism group was awarded the honour of ‘““the Golden Lion award of the Best Hotel
Management Company in China” ("B AR G LA A i4%) issued by Golden Leaders’
Federation of International Hotels. In May 2017, Fantasia Cultural Tourism Management Group’s U
Hotel Shenzhen was awarded the title of “The Best Boutique Hotel” in Langya Rating in 2017 (20174F
FEIRIES [ HAERSMEUSE ] ) by Shenzhen Hotel Association. In June, Shenzhen Fantasia Hotel
Management Co., Ltd was awarded the “Golden Pearl Award” for GHM hotels in 2017 (2017 27 WL yp
JEGHM [4:24%] ) by the GHM Hotel General Manager Association. Fantasia ® Guilin Luhu
International was awarded the “Top Ten Influential Brands of Guilin Property Market in 2018”’; “The
Livable Demonstration Property in 2018 in Guilin”.

As of December 31, 2018, we had a total land bank of approximately 17.1 million square meters,
comprising:

° an aggregate planned GFA of approximately 11.3 million square meters of properties for
which we had fully paid the land premium and obtained land use rights (consisting of an
aggregate planned GFA of approximately 5.9 million square meters of properties under
development and an aggregate planned GFA of approximately 5.4 million square meters of
properties held for future development for which we have obtained land use rights); and

° an aggregate planned GFA of approximately 5.8 million square meters of properties for
which we had entered into preliminary framework agreements but had not obtained the land
use rights or property rights.

Of our total land bank as of December 31, 2018, approximately 8.2 million square meters, or
48.0%, were located in the Chengdu-Chongqing Economic Zone; approximately 5.0 million square
meters, or 29.4%, were located in the Pearl River Delta region; approximately 1.2 million square meters,
or 7.3%, were located in the Yangtze River Delta region; approximately 1.2 million square meters, or
6.8%, were located in the Beijing-Tianjin metropolitan region; approximately 1.5 million square meters,
or 8.5%, were located in Central China. We develop most of our properties, including properties that are
currently under development, for sale but will hold certain of these developed properties for investment
and hotel management purposes.

For the years ended December 31, 2016, 2017 and 2018, our revenue was RMB10,920.6 million,
RMB9,782.6 million and RMB13,986.1 million (US$2,034.1 million), respectively. Our revenue
consisted of revenue derived from (i) the sales of our developed properties, (ii) the lease of investment
properties, (iii) the provision of property agency and related services, (iv) the provision of property
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operation and related services, and (v) the provision of hotel management and related services. The
following table sets forth our revenue for each of the components described above and the percentage of
total revenue represented for the periods indicated with the fluctuations of the percentage due primarily
to the different product mix delivered to customers in respective period:

For the year ended December 31,
2016 2017 2018

(RMB) (%) (RMB) (%) (RMB) (USS) (%)
(unaudited)  (unaudited)

(in thousands, except percentages)

Property development. . ............... 8,365,954 76.6 6,598,470 67.5 8,554,508 1,244,202 61.2
Property investment . . ................ 241,778 2.2 243,187 2.5 252,509 36,435 1.8
Property agency services. . ............. 26,770 0.3 57,967 0.6 129,666 18,859 0.9
Property operation services . ............ 1,652,123 15.1 2,015,378 20.6 4,157,566 604,693 29.7
Hotel services. . . ................... 113,867 1.0 134,033 1.4 135,700 19,737 1.0
Others .. ..o oo 520,146 4.8 733,533 7.5 756,184 109,982 5.4
Total ........ .. 10,920,638 100.0 9,782,568 100.0 13,986,133 2,034,199 100.0

As of December 31, 2018, Colour Life managed a total GFA of over 553.7 million sq.m. For the
year ended December 31, 2018, the revenue of Colour Life and its subsidiaries (together, the “Colour
Life Group”) accounted for approximately 25.8% of our total revenue. The Colour Life Group has
become increasingly important for us to withstand economic cycle risks and achieve stable profits.

Our Competitive Strengths

Property development portfolio strategically located across some of China’s most economically
prosperous regions

We focus our business activities across some of the most economically prosperous and vibrant
regions in China, namely, the Chengdu-Chongqing Economic Zone, the Pearl River Delta region, the
Yangtze River Delta region, the Beijing-Tianjin metropolitan region and Central China. Each of the
regions has experienced relatively strong growth over the past few years. As of December 31, 2018, our
planned GFA under development and held for future development in each of the Chengdu-Chongqing
Economic Zone, the Pearl River Delta region, the Yangtze River Delta region, the Beijing-Tianjin
metropolitan region and Central China was approximately 8.2 million square meters, 5.0 million square
meters, 1.2 million square meters, 1.2 million square meters and 1.4 million square meters, respectively.
We have already established a strong market position in certain of our targeted regions, such as in the
Chengdu- Chongqing Economic Zone and the Pearl River Delta region, and several of our developments
in those regions received various awards. We believe that a significant portion of our target customers
operate and reside in these regions, and our location and presence in these regions have enabled us to
capture the growing demand of our target customers.
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Ability to acquire land at low cost

In 2017, our average unit land cost based on GFA was approximately 20.6% of our average unit
selling price. We focus on developing urban complexes in the peripheral areas of existing central
business districts or emerging new business districts and boutique upscale residences in the urban and
suburban areas. As a result, we have a wide range of choices when selecting land sites for our property
developments than other property developers who focus on developing properties in existing central
business districts or well-established residential areas in major cities. We believe our wide range of
choices of land sites allows us to avoid intense competition in the land acquisition process and thereby
reduces our average land acquisition costs. In addition, we believe our ability to acquire land at low cost
is also attributable to our flexible property development capabilities that have enabled us to develop a
wide variety of land and properties. We believe our operating flexibility as to the size and location of
the land that we can develop enables us to take the opportunity presented to us to acquire land at low
cost. We conduct research and analysis and try to identify the future growth potential of a land site for
our property development before our competitors start doing the same so as to avoid price competition.
Such approach to land selection and evaluation has also contributed to our ability to acquire land at
relatively low cost. We believe our ability to acquire high quality land at a relatively low cost allows us
to use our working capital more efficiently, maintain a healthy profit margin and respond more
effectively to changing market conditions.

Strong business model with track record of success

We have a strong property development capability to develop a wide range of properties in
different regions. We target affluent middle- to upper-class individuals and families and fast-growing
small- to medium-sized enterprises. We focus our development capabilities on urban complexes and
boutique upscale residences to meet the demand of our target customers. We have replicated our success
in various markets in China while continuing to quickly and effectively develop a diverse range of high-
quality properties to satisfy the requirements of our target customers in various markets in China. For
example, we have successfully developed urban complexes such as Chengdu MIC Plaza (formerly
known as Chengdu Meinian International Plaza, /845 3%4F 8 % % #7) and Tianjin Future Plaza (K& 4E
#%5), and boutique upscale residences such as Guilin Lakeside Eden (B FE4t %), Suzhou Lago
Paradise (#f/JH K XIK) and Dongguan Mont Conquerant (BR5EF 111), some of which are award-
winning properties. We believe our capabilities to develop quality products provide us with significant
leverage for our future business growth.

Well-known brand name

We believe we have established a strong brand name in the property market in China. We have
focused our property development efforts on developing a portfolio of properties as well as providing
real estate services that cater to the diverse needs of our targeted customers. We believe these efforts
have allowed us to achieve a strong track record in the sale of our properties. We have also focused on
developing properties with a distinctive design or with features that can help to raise our company
profile. We have worked closely with leading domestic and international architecture and design firms to
achieve such goal. As a result, we have received numerous accolades for our property development and
service capabilities, as well as for the design of our properties, and have achieved a strong market
position in certain of our targeted regions. We believe our customers associate our brand image with
high-quality and customer-oriented real estate products and services, as well as the modern and trend-
setting design of our properties.

We have also established an annual program named “Happiness Discovery Trip (#3348 2 jiK)
(“Happiness Discovery Trip”). Happiness Discovery Trip is a large scale community art activity
organized by the Company since 2006, which explores the meaning of ‘“Happiness” within the
contemporary Chinese society through artistic creation and exchanges of ideas with the collaboration of
a young artist each year. We believe such an effort attaches an artistic and cultural image to our brand
and our properties in the mind of our target customers, distinguishing us from our competitors.
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Strong value-accretion property development and service capabilities

We believe that our urban complex developments help to foster increased property development
activities by others and increased government investment in public infrastructure and services in
surrounding neighborhoods and thus facilitate the formation of new urban centers, which in turn
increases the value of our developments. We also provide real estate services that consist of property
operation services and property agency services. We believe our property operation services enhance the
value and attractiveness of our properties, thereby allowing us to increase average selling and rental
prices. Our property agency services business allows us to better understand the market place so we can
adjust our marketing and pricing strategies to achieve an optimum pricing for our properties. We believe
our real estate services provide us with benefits that cannot be easily replicated by other property
developers in China that are not also engaged in the property agency services business, which positions
us well in the competitive real estate market in China.

Experienced and stable management team with proven track record supported by seasoned
professional employees

The significant growth of our business since our inception is in large part due to our experienced
and stable management team. Mr. Pan, our chairman and chief executive officer, and Ms. Zeng, our
executive director, each has over 20 years of experience in real estate development in China, and, along
with other members of our senior management team and employees, have established strong
relationships with key industry participants. We have been able to capitalize on the collective expertise
of our management and other professional employees so that we can develop and sell properties that
appeal to our targeted customers at various locations. We believe that we have benefited, and will
continue to benefit, from our management’s extensive experience and knowledge of the PRC property
market.

Business Strategies
Continue to expand in fast-growing economic regions in China and selectively acquire low-cost land

We plan to continue to concentrate the growth of our business in some of the economically
prosperous regions in China in which we currently operate. We believe each of the Chengdu-Chongqing
Economic Zone, the Pearl River Delta region, the Yangtze River Delta region, the Beijing-Tianjin
metropolitan region and Central China continues to provide attractive opportunities for property
development. We intend to procure more low-cost land in each of these regions by adhering to our
disciplined approach. Under such approach, a decision to make a land acquisition is made only after
comprehensive in-depth market research and analysis and the completion of strict internal review
procedures.

We believe that our property agency services business allows us to better understand the property
market in China, to tailor our product offerings that appeal to our targeted customers and to adjust our
marketing and pricing strategies to achieve optimum pricing for our properties, an advantage that cannot
be easily replicated by property developers that are not also engaged in property agency services
business. Going forward, we intend to continue to capitalize on our extensive experience and market
knowledge gained from our property agency services business to selectively identify and acquire land
for development.

Focus on further improving the intrinsic synergies of our real estate products and value-added
services

We intend to focus on realizing increased synergies among our businesses, a crucial part to our
Group’s overall success. We intend to continue concentrating on developing urban complexes and
boutique upscale residences. We believe our focus on these two types of property development projects
allows us to better and more efficiently use our resources to address our target customers’ needs and
develop long-term business relationships. Our development focus also serves to increase the synergies
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that can be achieved among each aspect of our businesses. We plan to continue to expand our
investment property portfolio by including boutique hotels in the properties that we develop, thereby
increasing our recurring income as well as increasing the real estate solutions that we provide to
customers. We have also established subsidiaries dedicated to providing hotel services, which we believe
also helps to enhance the capabilities of our property operation services provided to more traditional
properties, as well as to our urban complexes. We plan to continue to enhance cooperation among our
businesses. For example, leveraging on our experience and expertise from our property development
business, we have expanded into and plan to continue to expand hotel services and property community
services and other value-added property businesses including community finance, business management,
cultural tourism, retirement life services and education. In June 2014, Colour Life, one of our
subsidiaries dedicated to provide our community services, listed on the Hong Kong Stock Exchange
through an initial public offering, which we believe enhanced our capital utilization efficiency and
ability to capitalize on our brand. We continue to evaluate our business model and strive to optimize our
business portfolio, and may further restructure certain businesses that are related, ancillary or
complementary to our property development business including, among others, our commercial property
management, hotel management, financial leasing, community P2P financial business, retirement life
services and educational consultancy businesses through an initial public offering of the shares of a
subsidiary engaged in such businesses, depending on market conditions. As of the date of this offering
memorandum, there is no definite timetable or execution plan with respect to such restructuring, and
such restructuring may or may not materialize. We expect that our efforts should allow us to increase the
breadth and stability of our revenue streams, reduce our overall exposure to volatility within and
reliance on one sector of the real estate property industry and create cross-selling opportunities.

Continue to improve our property operation service and hotel service capabilities to further increase
the attractiveness and value of our properties

Our property operation services are an important part of our business and serve a critical role in
enhancing the value and environment of our developments, which in turn increases the rental income and
the average selling price of our properties. In early 2011, we commenced to reorganize our property
operation services business and since then, have been providing property operation services through our
subsidiary Colour Life and its subsidiaries. We have designated “Colour Life” as our brand for middle-
to-high end property management and property community services. We intend to continue to strengthen
our property operation services and strive to offer the highest level of services to tenants and residents
and to achieve customer satisfaction.

We started our hotel service business in 2008 by establishing our own hotel management
companies. We have entered into agreements with third party international professionals to operate and
manage one of our boutique hotels under development. We believe such agreements will allow us to be
exposed to the inner workings of operating and managing a boutique hotel and refine the level of hotel
services that we provide. In addition, we believe as our hotel services continue to strengthen, the
capabilities of our property operation services will also be enhanced as well. Our goal is to establish
high quality and distinctive hotel services and further improve our property operation services. We
intend to continue to improve the internet information platform of our property operation services to
offer additional value-added services such as online payment options, customized online services for
ordering goods and services and accessing real estate market information or brokerage listings.
Furthermore, we intend to actively work to expand GFA under management, as well as enhance the
capabilities of our building and equipment installation, maintenance and repair services. Finally, we seek
to continue to improve the membership program we offer for purchasers of our properties, the Fantasia
Club, by providing greater support for and better communication with our purchasers. Continuing to
enhance the quality and offering of our property operation services will also serve us well in
strengthening our relationships with our key clients and increasing potential referrals among our target
customers.
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Continue to promote our brand names

We place significant emphasis on developing our brand image and will continue to introduce real
estate products and service offerings that will enhance our profile, reputation and image. We have
worked closely with leading domestic and international architecture and design firms, such as Shenzhen
Cube Architecture Design Office, China Southwest Architectural Design and Research Institute Corp.
Ltd., AECOM, Earth Asia Design Group (Shanghai) Co., Ltd., RTKL Associates Inc., Kengo Kuma and
Associates, Kenneth Ko Designs Ltd., Steve Leung Designers Ltd., PAL Design Consultants Ltd. and
Woods Bagot Asia Limited in creating products that reflect the spirit and essence of our vision and
assimilate the latest trends and elements, and will continue to do so in the future.

We intend to continue to employ strict quality control standards and to closely monitor the product
quality and the workmanship of our contractors throughout the development process. We also plan to
continue to actively participate in the selection of the materials used in our projects in order to achieve
desired quality levels and to maintain a cohesive brand image for our properties. In addition, we intend
to continue to rigorously monitor and protect our trademarks that we consider essential to our brand
image. We will also continue our annual program, Happiness Discovery Trip, to further foster customer
awareness as to the artistic and cultural aspects of our brand image. We believe by cultivating a
distinctive brand image, we will be able to further enhance our ability to attract our target customers and
reinforce such customers’ perception of the quality, distinctiveness and comprehensiveness of our
products and services.

Recent Developments
Issuance of the Additional Second December 2018 Notes

On December 18, 2018 and December 28, 2018, we issued guaranteed 15.0% senior notes in an
aggregate principal amount of US$200 million. We further issued on January 31, 2019 additional notes
which were consolidated and formed a single class with the notes issued on December 18, 2018 and
December 28, 2018. The total outstanding amount of the Second December 2018 Notes is
US$300,000,000, which will be fully repayable by December 18, 2021. See “Description of Other
Material Indebtedness — Second December 2018 Notes’ for details.

Issuance of the March 2019 Notes

On March 11, 2019, we issued guaranteed 11.875% senior notes in an aggregate principal amount
of CNY1,000.0 million, which will be fully repayable by September 11, 2020. See “Capitalization and
Indebtedness” and “Description of Other Material Indebtedness — March 2019 Notes™ for details.
Our Property Development Projects
Overview

As of December 31, 2018, we had 51 property development projects at various stages of
development. Based on the stage of development, we divide our property development projects into

three categories:

° completed projects, comprising properties for which we have received the requisite
completion inspection report from the relevant government construction authority;

° projects under development, comprising properties for which we have obtained the requisite

construction works commencement permits but are yet to receive the requisite completion
inspection report; and
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° projects held for future development, comprising properties for which we have obtained the
relevant land use rights certificates and started preliminary design work but have not yet
received the required construction works commencement permits, as well as properties for
which we have not obtained the land use rights certificates but have entered into contractual
agreements to obtain the relevant land use rights certificates and started preliminary design
work.

For development projects that are comprised of multiple-phase developments on a rolling basis,
each phase is considered individually and classified as completed, under development or for future
development, depending on whether the relevant completed construction work certified report or the
required construction works commencement permit has been obtained for such phase.

We calculate the site area of our projects or phases as follows:

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

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

We calculate the total GFA of our projects or phases as follows:
° for projects or phases that are completed, based upon relevant property surveying reports;

° for projects or phases that are not completed but for which pre-sale has commenced, based
upon relevant inspection reports required for pre-sale;

° for projects or phases that are under development and for which we have not obtained
relevant inspection reports but have obtained the relevant construction works planning
permits, based on such construction works planning permits; and

° for projects or phases for which we have not received the relevant construction works
planning permits, based on the total GFA indicated in property master plans approved by
relevant government authorities or based on our internal records and development plans,
which may be subject to change.

We calculate the site area and the total GFA for each phase in a project based on our own internal
records and estimates except in circumstances where such information for a particular phase is contained
in the relevant land use rights certificate, construction works planning permit, or completion inspection
report.

Total GFA as used in this offering memorandum is comprised of saleable GFA and non- saleable
GFA. Saleable GFA as used in this offering memorandum refers to the internal floor areas exclusive of
non-saleable GFA. Non-saleable GFA as used in this offering memorandum refers to certain communal
facilities and ancillary facilities, such as certain underground GFA and spaces for local community
management committees and public security offices. Saleable GFA is divided into saleable GFA sold or
pre-sold and saleable GFA unsold. A property is considered sold after we have executed the purchase
contract with a customer and have delivered the property to the customer. The property is delivered to
the customer upon the property being completed, inspected and accepted as qualified. Properties are pre-
sold when we have executed the purchase contract but have not yet delivered the properties to the
customer. Saleable GFA unsold is further divided into GFA unsold and held for sale and GFA unsold
and held for investment.
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We calculate the saleable GFA for our projects or phases as follows:

° for projects or phases that are completed, based on the saleable GFA as determined upon
relevant property surveying reports;

° for projects or phases that have not received the completion inspection report upon
completion but have obtained the relevant inspection reports required for pre-sale, based on
the saleable GFA in such relevant inspection reports;

° for projects or phases that have not received the relevant inspection reports required for pre-
sale but have received relevant construction works planning permits, based on the
construction works planning permits; and

° for projects or phases that have not received relevant construction works planning permits,
based on the total GFA indicated in property master plans approved by relevant government
authorities or based on our internal records and development plans, which may be subject to
change.

Furthermore, the following information that appears in this offering memorandum is also based on
our internal records and estimates: (i) saleable GFA sold or pre-sold, saleable GFA unsold, saleable
GFA unsold and held for sale, saleable GFA unsold and held for investment, and (ii) information
regarding expected completion and pre-sale commencement date and number of residential units, office
space, commercial units and car parking spaces.

During the three-year period ended December 31, 2018, we did not terminate or void any purchase
contracts due to delay in delivering properties to our customers based on the time frame set forth in the
respective contracts. In addition, development costs for each of our projects were within their respective
budgets during such period.

The following table sets forth information as to the site area and the GFA in square meters for
each of our property development projects or its respective phases and its completion date or expected
completion as of dates indicated:

Projects Under Construction

As at 31 December 2018, the Group had 26 projects or phases of projects under construction, with
a total planned GFA of 5,936,108 sq.m.
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Breakdown of projects under construction as at 31 December 2018

(BRI K0

Vacation Zone,
Suzhou City
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Project Expected
serial Company’s Completion
number Project name Project location Nature of land interest date GFA Product Category
(sq.m.)
Huizhou
Huahaoyuan Huiyang District, Residential and 100% 2020 80,396  Mid-to-high End Residences
(Zijin Huafu (%% %)) Huizhou commercial purposes
Huizhou Jiatianxia Huiyang District, Residential and 100% 2021 241,091  Boutique Upscale Residences
Huizhou commercial purposes
Guilin
Block E of Guilin Lakeside Lingui New District, Residential and 70% 2019 211,313 Boutique Upscale Residences
Spring Dawn Guilin commercial purposes
Land F of Guilin Lakeside Eden  Lingui New District, Residential and 70% 2020 143,417 Boutique Upscale Residences
Guilin commercial purposes
Land I of Guilin Lakeside Eden  Lingui New District, Residential and 70% 2020 387,650  Boutique Upscale Residences
Guilin commercial purposes
Land H of Guilin Lakeside Eden  Lingui New District, Residential and 100% 2021 248,680  Boutique Upscale Residences
Guilin commercial purposes
Chengdu
Chengdu Grande Valley Pujiang County, Chengdu Residential and 70% 2020 179,152 Boutique Upscale Residences
commercial purposes
Chengdu Family Isall Shuangliu District, Residential and 55% 2021 853,078  Boutique Upscale Residences
Chengdu commercial purposes
Belle Epoque Xinjin County, Chengdu  Residential and 100% 2019 5,342 Boutique Upscale Residences
City commercial purposes
Chengdu Longnian International ~ Pi County, Chengdu City Residential and 100% 2019 134,961 Urban Complexes
commercial purposes
Zhihui City Chongzhou, Chengdu Residential and 80% 2020 655,574  Boutique Upscale Residences
commercial purposes
Xiangmendi (South area) Pi County, Chengdu City Residential and 100% 2020 353,632 Boutique Upscale Residences
commercial purposes
Xinjin Kanjinzhao Xinjin District, Chengdu  Residential and 100% 2021 136,151  Boutique Upscale Residences
commercial purposes
Qing Baijiang Jiangshan Qingbaijiang District, Residential and 100% 2021 251,486 Boutique Upscale Residences
Chengdu commercial purposes
Ziyang Love Forever Hi-tech District, Ziyang ~ Residential land use 91% 2020 241,227  Boutique Upscale Residences
Kunming
Land 2# of Kunming Lakeside Taiping New Town, Residential land use 63% 2020 217,088 Boutique Upscale Residences
Eden Kunming
Tianjin
Love Forever Wuging District, Tianjin ~ Residential land use 60% 2019 3,600  Mid-to-high End Residences
Tianjin Jiatianxia Wuging District, Tianjin ~ Residential land use 60% 2021 326,792 Boutique Upscale Residences
Tangshan
Tangshan Huayangerwan Leting County, Tangshan ~ Residential land use 51% 2021 69,289  Boutique Upscale Residences
Suzhou
Suzhou Taicang Taigucheng Zhenghe East Road, Commercial/office 100% 2019 82,734 Urban Complexes
(WM AR R Taicang purpose
Suzhou Lago Paradise Taihu National Tourism  Residential land use 100% 2019 141,056 Boutique Upscale Residences



Project Expected
serial Company’s  Completion
number Project name Project location Nature of land interest date GFA Product Category
(sg.m.)
Wuhan
1 Guangguhuajun Gedian Hi-tech District, ~ Residential and 100% 2021 191,939 Boutique Upscale Residences
Wuhan commercial purposes
Shenzhen
1 Shenzhen Jiatianxia Kuichong, Shenzhen Residential and 10% 2019 64,241  Boutique Upscale Residences
FEINEEXT) commercial purposes
Nanjing
1 Nanjing Gaochun Love Forever ~ Gaochun District, Residential and 100% 2019 165,801 Mid-to-high End Residences
Nanjing commercial purposes
2 Lishui Jiatianxia Lishui District, Nanjing ~ Residential and 100% 2020 316,507  Urban Complexes
commercial purposes
Hangzhou
1 Hangzhou 360 Project Gongshu District, Industrial land use 49% 2023 233911 Urban Complexes

Hangzhou

Projects Held for Development

As at 31 December 2018, the Group had 25 projects or phases of projects held for development,

with a total planned GFA of approximately 5,357,310 sq.m..

The breakdown of projects held for development as at 31 December 2018

Project-
serial Company’s
number Project name Project location Nature of land interest GFA
(sq.m.)
Shenzhen
1 Pingshan Pingshan District, Shenzhen  Residential and 100% 226,130
commercial purposes
Huizhou
1 Remaining phases of Zhongkai Hi-tech Zone, Residential and 100% 47,144
Kangchengsiji Huizhou commercial purposes
Suzhou
1 Suzhou Lago Paradise Taihu National Tourism Hotel purposes 100% 56,254
Vacation Zone, Suzhou
Shanghai
1 Guobang Huayuan (B{FB{E[)  Jing’an District, Shanghai Office purpose 100% 6,561
Guilin
1 Remaining area D2/12 of Lingui New District, Guilin ~ Residential and 70% 405,027
Lakeside Eden (Wanhao) commercial purposes
2 Remaining area G/A2 of Lingui New District, Guilin ~ Residential and 100% 236,806
Lakeside Eden (Juhao) commercial purposes
Kunming
1 Remaining land of Kunming Taiping New Town, Residential and 63% 925,559

Lakeside Eden

Kunming
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Project-

serial Company’s
number Project name Project location Nature of land interest GFA
(sq.m.)
Chengdu
1 Remaining phases of Belle Laojunshan, Xinjin County, Residential, commercial 100% 130,642
Epoque Chengdu and ancillary
purposes
2 Remaining phases of Grande Pujiang County, Chengdu Residential and 70% 587,248
Valley commercial purposes
3 Chengdu Family Isall Shuangliu District, Chengdu Commercial cum 55% 115,301
residential
4 Chengdu Zhihui City Chongzhou, Chengdu Residential and 80% 88,092
commercial purposes
5 Remaining phases of Chengdu  Qingbaijiang District, Residential and 100% 213,152
Qing Baijiang Chengdu commercial purposes
6 Ziyang Project of Chengdu Southern side of Chengnan Residential and 91% 283,468
company (3 locations in Road, Hi-tech District, commercial purposes
China and abroad) Ziyang City
Tianjin
1 Remaining phases of Love Wugqing District, Tianjin Residential purpose 60% 37,711
Forever
2 Yingcheng Lake Project Hangu District, Tianjin Residential, commercial 100% 168,339
and tourism purposes
Shijiazhuang
1 Shijiazhuang Linghangguoji Yuhua District, Shijiazhuang Commercial purpose 51% 63,740
2 Baodingmancheng Mancheng, Baoding Residential purpose 51% 60,037
Tangshan
1 Remaining land of Tangshan Leting County, Tangshan Residential and 51% 427,714
Huayangerwan commercial purposes
Wuhan
1 Hankou Xingfuwanxiang Next to Hankou City Plaza, =~ Commercial purpose 51% 51,410
(EEmES) Houhu, Jiang’an District,
Wuhan
2 Wuhan Hanzheng Street the Wusheng Road and Yanjiang Commercial purpose 100% 338,700
First (B EIEM—5%) Road Cross, Qiaokou
District, Wuhan
3 Wuhan Huahaoyuan Project Next to Hankou City Plaza, = Commercial and 100% 188,987
(RECLFFEIER) Houhu, Wuhan residential purposes
4 Wuhan Jinshanghua Project Hankou, Houhu, Wuhan Commercial and 100% 55,600
(SR FAEEE) residential purposes
5 Wuhan Endless Blue project Dongxihu District, Wuhan Residential and 90% 251,158
commercial purposes
6 Wuhan Shahuboyimingmen Wuchang, Wuhan Commercial purpose 67% 34,963
7 Gedian Jiangshan Project Gedian Hi-tech District, Residential and 100% 357,567
Wuhan commercial purposes
Land Bank

During the Period, the Group continued to adhere to its prudent investment strategy and its
development direction of acquiring land in first-tier cities, such as Chengdu, Wuhan, Hangzhou, Ningbo,
Kunming and Shijiazhuang, which enjoy strong market potential and capable of delivering rich returns.
As at 31 December 2018, the planned GFA of the Group’s land bank amounted to approximately
17,094,342 sq.m., in which a planned GFA of properties which has signed framework agreements was
5,800,924 sq.m.
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LAND BANK DETAILS

Projects
Projects under Aggregate
under Projects to be framework planned GFA
Region construction developed agreements of land bank Proportion

(sq.m.) (sq.m.) (sq.m.) (sq.m.)
Chengdu-Chongqing Economic Zone . 3,027,691 2,343,462 2,835,997 8,207,150 48.0%
Chengdu. .. ........ ... ...... 2,810,603 1,417,903 2,566,680 6,795,186
Kunming .. ......... ... ... ... 217,088 925,559 269,317 1,411,964
Pearl River Delta. . .. ........... 1,376,788 915,107 2,726,747 5,018,642 29.4%
Shenzhen .. ............... ... 64,241 226,130 1,626,847 1,917,218
Huizhou. .. ........ ... ...... 321,487 47,144 1,099,900 1,468,531
Guilin .. ........ ... ... .. 991,060 641,833 — 1,632,893
Beijing-Tianjin Metropolitan Area . . . 399,681 757,541 — 1,157,222 6.8%
Tangshan . .. ................. 69,289 427,714 — 497,003
Shijiazhuvang. . ................ — 123,777 — 123,777
Tianjin. . .......... .. ........ 330,392 206,050 — 536,442
Yangtze River Delta . .. ......... 940,009 62,815 238,180 1,241,004 7.3%
Suzhou. . ....... ... ... .. .. ... 223,790 56,254 56,254 336,298
Shanghai .. .................. — 6,561 — 6,561
Hangzhou. ... ................ 233,911 — — 233911
Ningbo. . .. ... ... ... ... ... — — 181,926 181,926
Nanjing . .. ........ . ........ 482,308 — — 482,308
Central China . . ............... 191,939 1,278,385 — 1,470,324 8.5%
Wuhan. .. ....... .. ... ... ... 191,939 1,278,385 — 1,470,324 —
Total . ... ... .. . . 5,936,108 5,357,310 5,800,924 17,094,342 100.0%

The classification of properties in this offering memorandum is different from the classification of
properties in the consolidated financial statements included in this offering memorandum.

Some of the information contained in the above table and the following descriptions of the

individual projects and elsewhere in this offering memorandum may differ from our consolidated
financial statements and the notes thereto included elsewhere in this offering memorandum because,
among other things:

properties that have been sold are not included in the consolidated statements of financial
position and the notes thereto;

saleable GFA unsold under our classification only include saleable GFA that have not been
sold or pre-sold while “completed properties for sale” as used in our consolidated financial
statements and the notes thereto, which is recorded under ‘“properties for sale” on the
consolidated statements of financial position, include properties that have not been contracted
to be sold and properties pre-sold but have not been delivered to customers; and

“properties for sale” and “investment properties” as recorded on our consolidated statements
of financial position and the notes thereto include ‘“‘completed properties for sale,”
“properties under development,” ‘“completed investment properties” and ‘“‘investment
properties under development” which include all properties that we classify as projects or
phases under development whether we intend to hold such properties for sales or for
investment after completion.
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The table below sets forth our classification of properties and the corresponding classification of
properties in our consolidated financial statements and the notes thereto contained in this offering
memorandum:

Types of Properties offering memorandum Consolidated financial statements
e Properties for which we have o Completed projects o Completed properties for sale
received the completed construction (excludes completed properties
works certified report from the that have been sold)
relevant government construction
authorities e Completed investment properties
o Properties for which we have e Properties under development o Properties for sale
obtained the required construction — Under development
works commencement permits but
are yet to receive the completed o Investment properties under
construction works certified report development
e Properties for which we have e Future development projects e Properties for sale
obtained the relevant land use rights — land use rights obtained — Under development
certificates and started preliminary
design work but have not yet o Investment properties under
received the required construction development
works commencement permits
e Properties for which we have not e Future development projects e Properties for sale
obtained land use rights certificates — property rights to be acquired — Under development
but have entered into contractual and potential new property
agreements to obtain the relevant development projects o Investment properties under
land use rights certificates and development

started preliminary design work
Our Business Segments

Our business includes (i) property development, (ii) property investment, (iii) property operation
services, (iv) property agency services and (v) hotel services. Our property operation services include
property management services, building equipment installation, maintenance and repair services,
information network services and other value-added services such as secondary property brokerage
services after our disposal of Xingyan Property Consultancy. Historically, our Group provided dedicated
property agency services through Xingyan Property Consultancy, in which we owned an 85% equity
interest. Due to the restructuring of the Group’s business and in order for us to focus on our other major
segments, we disposed of our entire 85% interest in Xingyan Property Consultancy in February 2011 to
an independent third party. Our hotel services include hotel management and operation services. As of
December 31, 2018, except as would not result in a material adverse effect to our business, we and our
PRC subsidiaries were in possession of all of the relevant approvals and qualification certificates
required under PRC laws and regulations in order to conduct our businesses.

- 135 -



Property Development
Overview

Although the nature and sequences of specific planning and execution activities will vary among
our different property development projects, the core stages typically involved in the development of our
properties include opportunity identification, site selection and project planning, land acquisition, pre-
construction preparations, project design, project construction and management, pre-sale, sales and
marketing, and provision of after-sales services, which are illustrated below:

Opportunity Identification

« Strategic planning

* Business analysis
(geographic and marketing)

« Financial analysis

After-sales Services

* Property management

 Customer feedback and
response

« Customer services

« Fantasia Club membership

Site Selection and
Project Planning

Land Acquisition

Pre-construction Preparation

« Site evaluation and identification

* Due diligence and feasibility
study

* Preliminary plan and design

« Risk, costing and financial
evaluation

Pre-sale, Sales
and Marketing

>

« Internal review and approval

* Bidding process

* Auction

* Negotiation and execution
of contract

Project Construction
and Management

« Obtain relevant permits and
certificates

) * Outsource contractor

« Financial arrangement

v

Project Design

* Marketing and promotional
activities

 Obtain pre-sale permit

« Sales and sales management

» Mortgage and registration
assistance

« Delivery of property

* Construction

* Supervision and management
* Completion and inspection

¢ Decoration and installation
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Project Management

We have established project companies to supervise and manage our property development projects
in different cities or regions in China that we believe will best allow us to address the unique market
associated with such cities or regions. The senior management of our Group works closely with the
senior management of each of our project companies to provide guidance as to the overall strategic
directions of our Group as well as to supervise and oversee the activities of each of the project
companies. The following chart illustrates the management structure of our Group as of June 30, 2018:

Board of Directors

Chairman of the
Board of Directors

Chief Executive
Officer

Vice President

:

:

:

| Vice President

| | Vice President | |

Vice President

Vice President |

l

l

l

1. Product Research 1. Finance Management
and Development 1. Legal Department D{v1s1op 1. Sales Management I Operation . .

Department . 2. Financing Management 1. Chief Executive
E 2. Business Department

2. Design Management Development Department Office

Development 2. Property
Department Department Department Development Grou 2. Procurement 2. Human Resources
3. Quality and p 3. Project Budgeting p p Department
Technical Department Division

'
' ' ' ' ' ' '

. Operation — . Operation — Operation — Business Construction
Operation — . Operation . L . .
. Chengdu-Chongqing . Yangtze River Beijing-Tianjin Management Engineering
Central China Pearl River Delta . . . .
Econ Zone Delta Region Metropolitan Service Business

Our project companies have further established specialized divisions to supervise and manage the
major stages of our property development activities. The divisions include the construction management
division, market planning division, marketing management division, project budgeting division, finance
management division and product design division. However, depending on the size and the type of
projects, the specialized divisions between each project company may vary and for certain projects, the
relevant market research, site selection and other pre-construction, design and construction decisions
may be directly carried out by the senior management of the Group or through one of its divisions
instead of by the project companies. Our project companies generally enjoy a certain level of autonomy
in their daily business operating decisions without the prior approval of the Group’s senior management.
We believe such autonomy enhances our operating efficiency and allows us to optimize our capacities
and resources as well as to leverage on the local knowledge of the management of each project
company. However, major operating decisions, such as the purchase of land, the approval of projects for
development and financing, are subject to the decision of the Group’s senior management. We believe
our management structure provides us with the ability to consolidate the resources of the Group to
enhance our negotiating powers with certain suppliers and contractors, and facilitate the sharing of
expertise among various projects in areas such as design, construction, marketing and sales.

Opportunity Identification
The first stage of our development process involves the identification of new opportunities for
forthcoming land auctions or sales in strategic cities or regions in China. Our senior management and

our business expansion and development division of our Group determine our strategic direction and our
future project development plans. The business intelligence research and development department of our
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Group also conducts in-depth demographic and market research as to potential cities or regions in China
into which we may consider entering. The selection criteria for suitable expansion opportunities are
based on certain indicators, including, among others:

population and urbanization growth rate;

general economic condition and growth rate;

disposable income and purchasing power of consumers;

anticipated demand for residential and commercial properties and office spaces;
availability of future land supply and land prices;

cultural heritage of such city;

local business environment and opportunities;

availability of qualified personnel in such city or region and the willingness of our existing
management personnel to relocate to such city or region;

governmental urban planning and development policies; and

overall competitive landscape.

Site Selection

We, through certain divisions of our property development business, are engaged in the research of
property market conditions in the Pearl River Delta region, the Chengdu-Chongqing Economic Zone, the
Yangtze River Delta region, the Beijing-Tianjin metropolitan region and Central China in an effort to
identify and assess potential property development opportunities. Before selecting a parcel of land for
development, we engage in comprehensive and in-depth market research and analysis to evaluate the
market potential and value of the areas surrounding the land and the development potential of the land.
Key factors that are considered during our land selection include, but are not limited to:

size, shape and location of the parcel;
transportation access and availability of infrastructural support;

prospects of economic development in the area, government income GDP and social,
economic and environmental conditions of the area;

demand for properties in the relevant area, including pricing potentials;
existing and potential property developments in the area;

convenience of the site, such as proximity to the city center, airport, subway and commercial
facilities;

suitability of the site for our products;
cost, investment and financial return, including cash flow and capital appreciation;

the status of the land use rights with respect to the targeted site if acquired in the secondary
market; and

government development plans for the relevant site and neighboring area.
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Furthermore, during land selection, we also consult with the relevant local authorities as to how
the development of the targeted land can fit within the overall development plan of the region, city or
area in which the land is located.

Land Acquisition

We follow a strict procedure in the acquisition of properties. Prior to acquiring a property, our
business intelligence research and development department, investment management department, legal
department, financial management department and certain other departments must all review and
approve such proposed acquisition. The proposed project, once vetted and approved by various
departments and our chief executive officer, will be submitted to our board of directors for approval. If
the proposed project is approved by the board of directors, we will then seek to acquire the land use
rights within a pre-set budget.

We have historically obtained our land and will continue to obtain land through (i) acquisition of
land use rights through government-organized tender, auction and listing-for-sale; (ii) establishing joint
venture project companies; (iii) cooperatively developing projects with third parties; (iv) acquiring target
companies which have acquired land use rights themselves; and (v) acquisition of projects under
development from third party project companies. In both government bids and purchases in the
secondary market, the purchase price typically includes all expenses required to deliver the land use
rights.

The Rules regarding the Grant of State-Owned Land Use Rights by Way of Tender, Auction and
Listing-for-sale (FA£741 5 #hpi 1 58 B0 A+ {5 I RERL ZE ) issued by the Ministry of Land and Resources
(the “MLR”), revised on September 21, 2007 and renamed as the Rules regarding the Grant of State-
Owned Construction Land Use Rights by Way of Tender, Auction and Listing-for-sale (¥ 1541 & M
I A R (I HE R 22 ), which came into force on November 1, 2007, provide that state-owned
land use rights for commercial use, tourism, entertainment and commodity housing development may be
granted by the government only through competitive bidding, auction or listing-for-sale. If land use
rights are granted by way of competitive bidding, the relevant land administration authority will issue a
bidding announcement, inviting individuals, corporations and other organizations to participate in the
tender. When deciding the grantee of the land use rights, the relevant authorities consider not only the
tender price, but also the credit history and qualifications of the tenderer and the tender proposal. If land
use rights are granted by way of auction, the relevant land administration authority will issue an auction
announcement, and the bidders can, at a specified time and location, openly bid for the relevant parcel
of land. If land use rights are granted by way of listing-for-sale, the relevant land administration
authorities will announce the conditions for granting the land use rights at designated land transaction
centers and bidders are invited to submit their bids in writing. The land use rights are granted to the
bidder submitting the highest bid by the end of the listing-for-sale period. See “Regulation — I. Legal
Supervision Relating to the Property Sector in the PRC — D. Development of a Property Project — (i)
Land for property development.”

Under current regulations, original grantees of land use rights are typically allowed to transfer the
land use rights granted to them provided that (i) the assignment price payable to the relevant government
authorities has been fully paid in accordance with the assignment contract and a land use rights
certificate has been obtained; and (ii) development has been carried out according to the assignment
contract and, (iii) in the case of a project under development, development representing more than 25%
of the total investment has been completed. If the land use rights are obtained by way of allocation, such
land may be transferable upon approval by the relevant government authority. See “Regulation” for
further details. Under current PRC laws and regulations, property development should be started no later
than one year from the project commencement date stipulated in the relevant land grant contract and the
development of the land should not be suspended for more than one year before we have completed one-
third of the total GFA or invested more than one-fourth of the total estimated investment of the project.
See “Regulation.”
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Pre-Construction
Permits and Certificates

Once we have obtained the rights to develop a parcel of land, we will then begin to apply for the
various permits and license that we need in order to begin construction and sale of our properties, which
includes:

° land use rights certificate, which is a certification of the right of a party to use a parcel of
land;

° construction land planning permit, which is a permit authorizing a developer to begin the
survey, planning and design of a parcel of land;

° construction works planning permit, which is a certificate indicating government approval for
a developer’s overall planning and design of the project and allowing a developer to apply for
a construction works commencement permit;

° construction works commencement permit, which is a permit required for commencement of
construction; and

° pre-sale permit, which is a permit authorizing a developer to start the pre-sale of property
still under construction.

As of December 31, 2018, we had obtained all the required land use rights certificates and permits
for our existing properties under development, taking into account the respective stages of development
at such date. In addition, we have obtained all land use rights certificates for our properties that are held
for future development. We have also entered into preliminary framework agreements with the local
government authorities and relevant third parties related to ten potential new projects located in
Shenzhen, Wuhan, Huizhou, Chengdu, Kunming Huizhou, Ningbo, Beijing and Suzhou. We expect to
enter into additional agreements related to those one projects in order to obtain the land use rights
certificates.

Financing of Property Development

Historically, our main sources of funding for our property development are internal funds, proceeds
from pre-sales and sales of properties and borrowings from banks and other financial institutions. Our
financing methods vary from project to project and are subject to limitations imposed by PRC
regulations and monetary policies. See “Regulation — I. Legal Supervision Relating to the Property
Sector in the PRC.”

Since June 2003, commercial banks have been prohibited under PBOC guidelines from advancing
loans to fund the payment of land premium. As a result, property developers may only use their own
funds to pay for land premium. In the past, we typically financed the acquisition of land reserves from
internal funds and proceeds from the pre-sale of properties, while our property development costs,
including construction costs and additional financing for existing projects, are typically financed by
internal funds, proceeds from the pre-sale of properties and project loans from PRC banks.

During the three years ended December 31, 2018 all of our payments of land premiums have been
funded by internal funds and proceeds from the pre-sales of properties and equity and debt financing
(other than project loans from PRC commercial banks). We typically use internal funds, proceeds from
pre-sales and loans from PRC commercial banks to finance the construction costs for our property
developments. From time to time, we also seek to obtain further funding to finance our project
developments by accessing the international capital markets. We plan to use bank borrowings, internal
funds, proceeds from the pre-sales and sales of our properties, and other cash generated from our
operation to finance our future payments of property developments.
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Design

In order to provide our customers with distinctive designs and also to achieve operating efficiency,
we outsource the design of substantially all of our property development projects to third party domestic
or international architecture and design firms. We have worked closely with leading domestic and
international architecture and design firms, such as Shenzhen Cube Architecture Design Office, China
Southwest Architectural Design and Research Institute Corp. Ltd., AECOM, Earth Asia Design Group
(Shanghai) Co., Ltd., RTKL Associates Inc., Kengo Kuma and Associates, Kenneth Ko Designs Ltd.,
Steve Leung Designers Ltd., PAL Design Consultants Ltd. and Woods Bagot Asia Limited. Our product
design divisions are responsible for selecting third-party architecture and design firms, taking into
consideration their reputation, proposed designs and their past relationship with us. From time to time,
we also engage in a tender process in which the architecture and design firms submit proposals which
we determine whether they can be translated into commercially viable projects. Our product design
divisions supervise and provide the third-party architecture and design firms with certain directions and
design criteria in which we aim to market our property development projects. In addition, our product
design divisions work closely with the architecture and design firms in major aspects of the design
process, from master planning, design specifications and adjustments, raw material selection, to ensuring
that the designs are in compliance with local regulations. Our product design divisions monitor closely
the work of the architecture and design firms to ensure that the project designs meet our specifications
and work together with our project directors and our construction management divisions to ensure that
any problems encountered with the proposed design during construction are resolved in a timely manner.

Project Construction and Management
Construction and Procurement

We outsource our project construction activities entirely to independent third-party contractors and
subcontractors. To ensure the smooth cooperation between third-party contractors and us and high
quality of construction work, we usually invite contractors to participate in a tender process. When
selecting contractors, we consider the contractors’ reputation, past performance, work quality, proposed
delivery schedules, costs and current project type and profile and seek to maintain our construction costs
at a reasonable level without sacrificing quality.

Our construction contracts are typically fixed price contracts that, except for certain provisions
relating to the procurement of construction materials, provide for periodic payments during construction
until a specified maximum percentage of the total contract sum is paid upon the completion of quality
inspection. We generally retain a small portion of the contract price until the end of the warranty period
as specified under the construction contracts to cover any potential expenses incurred as a result of any
construction defects. However, under certain circumstances, the construction contracts also provide for
bonus payment to the contractors if the construction is completed ahead of schedule. The construction
contracts we enter into with construction companies also typically contain warranties with respect to
quality and timely completion of the construction projects. We require construction companies to comply
with PRC laws and regulations relating to the quality of construction as well as our own standards and
specifications. A project director from our project companies is assigned to each project to monitor
quality and cost control and construction progress closely during construction. In the event of a delay in
construction or unsatisfactory quality of workmanship, we may require the construction companies to
pay a penalty or provide other remedies. During the years ended December 31, 2016, 2017 and 2018, we
have not experienced delay in construction or unsatisfactory quality of workmanship. In addition, as of
December 31, 2018, we had not historically experienced any material disputes with any of our
contractors.

A significant portion of the equipment and material used during construction are purchased by the
contractors in accordance with the specifications provided by the design plan of the architecture and
design firms and us. Certain materials, however, are purchased based on the joint consultation and
selection between our contractors and us, such as cement. Furthermore, certain other equipment and
materials, such as elevators, interior decoration materials and air conditioning systems, are purchased by
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us through our construction management divisions. Each transaction is initiated by a purchase order and
the suppliers are asked to deliver the supplies to locations specified by the relevant property
development projects. Depending on factors such as costs, shipping expenses, convenience, quality and
the type of equipment and materials needed for a particular project, each of our construction
management divisions may purchase the same equipment and material from different suppliers or may
combine to purchase from the same supplier to enhance our negotiating powers.

Quality Control and Supervision

We place a strong emphasis on quality control to ensure that our properties comply with relevant
regulations, meet the specified standards and are of a high quality. Each project is assigned a project
director with its own project management team, which is comprised of qualified engineers, including
civil engineers, electrical engineers and sanitary engineers. Depending on the size and the nature of the
project, there could be one or more than one such engineer in a given project. Our project management
team perform on-site inspections and supervision on a day-to-day basis so as to ensure the workmanship
and the quality of the material used by the contractors. The contractors are also subject to our quality
control procedures, including appointment of internal on-site quality control engineers, examination of
materials and supplies and on-site inspection. To maintain quality control, we employ strict procedures
for the selection, inspection and testing of the equipment and materials that are purchased. Our project
management teams inspect equipment and materials to ensure compliance with the contractual
specifications before accepting the materials on site and approving payment. We reject equipment and
materials that are below our standards or that do not comply with our specifications. We also engage
independent supervisory companies to conduct quality and safety control checks on all building
materials and workmanship on site. Finally, prior to handing over a property to a purchaser, our sales
and customer service departments, together with our engineers and the relevant property management
company, inspect the property to ensure the quality of the completed property.

Pre-sale, Sales and Marketing

We typically conduct pre-sales of our property units prior to the completion of a project or a
project phase. Under relevant PRC regulations, we may engage in such preselling activities subject to
satisfaction of certain requirements set forth in laws and regulations governing pre-sales of properties.
These requirements include:

° the land premium must have been fully paid and the relevant land use rights certificates must
have been obtained;

° the required construction works planning permits and the construction works commencement
permits must have been obtained;

° the funds contributed to the property developments where property units are pre-sold may not
be less than 25% of the total amount invested in a project and the progress and the expected
completion date and delivery date of the construction work have been confirmed;

° pre-sale permits have been obtained from the construction bureaus at local levels; and

° the completion of certain milestones in the construction processes or other requirements as
specified by the local government authorities.

These mandatory conditions are designed to require a certain level of capital expenditure and
substantial progress in project construction before the commencement of pre-sales. Generally, the local
governments also require developers and property purchasers to use standard pre-sale contracts prepared
under the supervision of the local government. Developers are required to file all pre-sale contracts with
local land bureaus and real estate administrations after entering into such contracts. We have complied
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with all the relevant pre-sale rules and regulations in the past in all material respects. See “Regulation
— 1. Legal Supervision Relating to the Property Sector of the PRC — E. Transfer and Sale of Property
— (ii) Sale of commodity buildings — (a) Permit for Pre-sale of Commodity Buildings.”

Historically, the pre-sale, sales and marketing of our properties were conducted by our marketing
management divisions and Xingyan Property Consultancy. Subsequent to the sale of Xingyan Property
Consultancy in February 2011, we mainly cooperated with external property agency companies in
marketing our projects. These property agency companies work closely with our marketing management
divisions to conduct market research and analysis and formulate marketing plans and strategies, which
we carefully evaluate and adopt as appropriate. Sales teams of such property agency companies are
stationed at our projects’ locations and carry out the actual selling activities, including contract signing
and delivery logistics.

After-sales Services
Payment Arrangements

We typically require our purchasers to pay a non-refundable deposit that is typically between 5%
and 10% of the purchase price before entering into formal purchase contracts. If the purchasers later
renege on the purchase contract, they will forfeit such deposit. Upon executing the purchase contracts,
the purchasers are typically required to pay not less than 30% of the total purchase price of the property.
If purchasers elect to make a lump-sum payment, the remaining purchase price balance is typically
required to be paid no later than three months after the execution of the purchase contracts. Purchasers
of our properties, including those purchasing pre-sale properties, may also arrange for mortgage loans
with banks. As part of our sales efforts, we will assist our customers in arranging and providing
information related to obtaining financing. If the purchasers elect to fund their purchases by mortgages,
under current PRC laws and regulations, they may obtain mortgages of up to a maximum of 70% of the
purchase price with a repayment period of up to 30 years. However, if the purchase is for a second or
subsequent residential property and a bank loan was obtained to finance the purchaser’s first property,
then such purchaser may only obtain mortgages of up to 40%. For further purchases of properties, there
would be continued downward adjustments on the percentage of the purchase price in which such
purchaser can obtain a mortgage. In addition, banks may not lend to any individual borrower if the
monthly repayment of the anticipated mortgage loan exceeds 50% of the individual borrower’s monthly
income or if the total debt service of the individual borrower exceeds 55% of such individual’s monthly
income. Purchasers are typically required to pay the remaining balance of the purchase price that is not
covered by mortgages prior to the disbursement of mortgages from the banks. The payment terms of
sales and pre-sales of properties are substantially identical. See “Regulation.”

In accordance with industry practice, we provide guarantees to banks with respect to the mortgages
offered to our purchasers upon requests of the banks. These guarantees are released upon (i) the relevant
property certificates being delivered to the banks and completion of the relevant mortgage registrations,
or (ii) the settlement of mortgage loans between the mortgagee banks and the purchasers of our projects.
As of December 31, 2016, 2017 and 2018, our outstanding guarantees on the mortgage loans of our
purchasers amounted to RMB6,258.2 million, RMB7,296.7 million and RMB9,789.7 million
(US$1,423.9 million) respectively, which were approximately 12.6%, 10.6% and 10.4% respectively, of
our total assets. The default rates on the repayment of our purchasers against the total guarantees we
provided in connection with mortgage loans of our purchasers were negligible during the three-year
period ended December 31, 2018. See “Risk Factors — Risks Relating to Our Business — We guarantee
mortgage loans provided to our purchasers and may be to the mortgagee banks if our purchasers default
on their mortgage loans.” We do not conduct independent credit checks and due diligences on our
purchasers when providing guarantees but instead rely on the credit checks conducted by the mortgage
banks, and will typically require a higher initial payments from purchasers with less than ideal credit
histories or purchasers whose mortgage is considered too high as compared to their income. In addition,
for certain purchasers that have been delinquent in their other financing obligations, we may refuse to
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provide such guarantees. We believe that our outstanding guarantees on the mortgage loans of our
purchasers are over-secured as we believe the aggregate fair value of the underlying properties exceeds
the aggregate amount of outstanding guarantees.

Delivery and Other After-sales Services

In addition to assisting our customers in arranging for and providing information relating to
financing, we also assist our customers in various title registration procedures relating to their
properties, including assisting them to obtain their property ownership certificates. We offer various
communication channels to customers to obtain timely feedback about our products or services.
Furthermore, we have established a membership program, the Fantasia Club ({EK®), in which
purchasers of our properties are automatically enrolled. Such membership program provides our
members with points when they purchase properties from us or recommend new customers to purchase
our properties. In addition, membership points are provided through promotional activities and
campaigns that we run from time to time. Membership points are redeemable for gifts or cash. We
believe by establishing such membership program, we are better able to establish relationships with our
customers and build customer loyalty, solicit customer feedback, generate sales leads and provide our
members with a forum to share information relating to our properties and events and activities that are
happening within our property communities.

We endeavor to deliver the units to our customers on a timely basis. We closely monitor the
progress of the construction of our property projects and conduct pre-delivery property inspections to
ensure timely delivery. The time frame for delivery is set out in the purchase contracts entered into with
our customers, and we are subject to penalty payments to the purchasers for any delay in delivery caused
by us. Once a property development has been completed, it must undergo inspection and receive relevant
approvals from local authorities including planning bureaus, fire safety authorities and environmental
protection authorities. Thereafter, the construction contractors arrange for final inspection by the
property development authority. Within 15 days of the completion of the final inspection, the property
developers must file a completion inspection report upon the completion of properties with the relevant
property development authority, at which time the property is ready for delivery and we may hand over
keys and possession of the properties to our customers. For additional information regarding the process
of completion of a property project, please see ‘“Regulation.” During the three-year period ended
December 31, 2018, we have completed our construction and delivered the units to our customers based
on our development schedule and the time frame for delivery set out in the purchase contracts.

Our Colour Life Group provides both traditional property management services to our properties,
including security services, maintenance of properties and facilities and gardening, and modern
community value-added services such as online commodity group-buying and delivery, commercial
services and community resources integration. We currently provide property management services to
substantially all of the properties developed by us. We also provide property management services to
properties developed by other developers.

For additional information as to our property management services, see
Operation Business — Property Management Services.”

— Our Property

Commitments and Undertakings

Our purchase contracts entered into with our purchasers typically require the properties to meet
certain standards and also provide certain warranties to our purchasers. We typically represent or
warrant to our purchasers that our properties are constructed in accordance with the current standards of
construction and design, have passed quality inspection by the relevant local authorities and all
components, equipment and facilities of the properties are performing in accordance with relevant
standards. We also provide warranties to our purchasers to cover the foundations, primary structures,
designs, roofs, exterior walls, wire, gas and water pipes, lighting and other electrical systems of our
properties for a certain number of years in accordance with relevant local requirements and standards of
the cities where our properties are located. For example, in Shenzhen, we warrant to our purchasers the
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foundations and the primary structures and designs of our properties for a term of 50 years, water
leakage for roofs and exterior walls for a term of five years, wires and gas and water pipes for a term of
two years and lighting and certain electrical systems for a period of six months, provided that the
properties and such wires, pipes, lighting and systems are used under normal wear and tear conditions.
However, such warranties do not cover damages that are the result of improper usage or changes made
to the units or equipment by the unit owners or damages that are caused by force majeure. In special
circumstances, however, we may decide to provide free repair services to our customers for damages
that are not covered by our warranties. For example, some of our completed properties in Chengdu
suffered minor damages such as cracks on the walls during the major earthquake that struck Sichuan
province in China in May 2008. While such damages are not covered by our warranties because the
earthquake constitutes force majeure, we decided to repair such cracks for our customers at our own cost
in order to increase our customer satisfaction and enhance our reputation as a responsible property
developer.

Our Property Investment Business

We currently hold certain commercial, industrial and residential units, office spaces, retail shops
and car parking spaces, which we consider to be properties held for investment. Such properties are held
and managed by us in order to provide us with recurring rental income as well as for capital appreciation
potentials. Our investment properties are typically located in prosperous city business areas or areas
around city centers as well as in large communities that we develop. In addition, by holding certain
properties for lease in the projects that we develop, we believe we have the ability to introduce certain
tenants that may potentially increase the attractiveness of our properties. In selecting tenants, we
generally consider factors such as the business of the tenant, the attractiveness of such business to the
residents or tenants of our properties, competing business in the surrounding area and reputation, among
others. The table below sets forth our investment properties as of December 31, 2018:

Office and
Industrial Residential Commercial Car park
(square meters) (square meters) (square meters) (units)
Total GFA retained for investment . . . . . 101,460 29,012 274,512 17,423

The car parking spaces that we hold for investment in Shenzhen contributed an insignificant
portion to our total revenue, during the three-year period ended December 31, 2018.

As additional properties are developed, we will continue to hold a certain percentage of our
developed properties as investment properties. However, we may also decide to sell such investment
properties from time to time when we believe that such sales would generate a better return on
investment than through rental or holding for capital appreciation.

As a result of holding investment properties, our profitability may fluctuate substantially due to
changes in fair value of our investment properties because certain portion of our net profits were, during
the three-year period ended December 31, 2018, and will continue to be, attributable to changes in the
fair value of our investment properties. The fair value of our investment properties is likely to fluctuate
from time to time in accordance with local real property market conditions and factors that are beyond
our control and may decrease significantly in the future.

Our Property Operation Business
Overview

Historically, we conducted our property operation business through certain PRC subsidiaries. In
June 2014, we restructured our property operation business through an initial public offering of the
shares of Colour Life, a subsidiary of the Colour Life Group. We have designated our subsidiaries
within the Colour Life Group as unrestricted subsidiaries in accordance with the indentures governing
our various senior notes, and will designate them as unrestricted subsidiaries in accordance with the
Indenture.
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Colour Life Group is one of the leading property management companies in the PRC. It primarily
focus on providing property management services, community leasing, sales and other value added
services and engineering services. As of December 31, 2018, GFA under management contracts and
consultancy service arrangements reached 553.7 million sq.m. Projects under management cover 268
cities across China and Singapore. It’s community leasing, sales and other services segment primarily
provides common area rental assistance, usage fees from online promotion services and leasing
information system software, residential and retail units rental and sales assistance, and office sublet and
other value-added services. It’s engineering services segment primarily provides equipment installation
services to property developers. For the year ended December 31, 2018, the revenue of the Colour Life
Group accounted for approximately 25.8% of our total revenue. The Colour Life Group has become
increasingly important for us to withstand economic cycle risks and achieve stable profits.

Property Management Services

Our property management services are primarily provided by the Colour Life Group and Fantasia
Property Management (International) Company Limited. Our Shenzhen Colour Life Services Group Co.,
Ltd. within the Colour Life Group was recognized as the “2009-2018 (10 Consecutive Years) Top 100
Property Management Companies of China” by China Index Academy and a 2014 Top 100 China
Property Management Enterprise (20141 BI¥)2EH5 A 8 B 3), a recognition that we have received
since 2009, as well as a 2012 China Outstanding Property and Service Brand Enterprise (2012 [ & 75
YRS S A 2) and the Largest Community Service Operator (8 & KAt [ ik 35 7% 1), both of
which were granted from the China Real Estate Top 10 Research Team ("' /5 #hE Top 10875 4H).
Fantasia Property Management (International) Company Limited is responsible for the high-end property
projects of the Group and has obtained ISO9000, ISO14000 and OHSAS18000 integrated system
certifications.

We currently provide property management services to properties developed by us as well as
properties developed by other developers. We aim to provide the properties that we manage with
comprehensive property management services that range from security services, general maintenance of
properties and facilities, gardening and other property management services. We also coordinate with the
developers, including our property development project companies, to collect customer feedback and
address concerns the customers may have as to the development. We typically provide services to other
developers under our own brand name.

The typical property management contracts entered into between us and the owners of the
properties, including the properties developed by our Group, set out the scope and the quality
requirements of the services to be provided by us and the management fee arrangements. Fees are
typically fixed at a pre-determined rate within the price range determined by the relevant local
authorities that may not be increased without the prior consent of a majority of the owners of the
properties. In addition, the contracts also typically allow us to subcontract some of the services, such as
security or cleaning services, to third parties. However, under PRC laws and regulations, the home
owners of a residential community of certain scale have the right to change property management
companies pursuant to certain procedures. See “Risk Factors — Risks Relating to Our Business —
Property owners may terminate our engagement as the provider of property management services.”

In addition to conventional property management services, we also provide the owners of certain of
the properties developed by our Group with daily housekeeping, travel arrangements and other fee-based
services that are similar to those offered in hotels.

As we have gained our reputation for providing high quality property management services, other
property management companies have retained us to help them improve the property management
services they provide to their clients. We receive a consulting fee in return for the advisory services we
provide to such third-party property management companies.
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The following table sets forth the total GFA managed by us and total GFA in which we provided
advisory services as of the dates indicated:

As of December 31,

2016 2017 2018
(in thousands of square meters)
GFA under management. . . ... ................... 357,521 404,269 542,299
GFA in which advisory services are provided . ......... 37,599 31,715 11,353
Total . ... .. 395,120 435,984 553,652

As of December 31, 2018, of the total GFA under management by us, approximately 8.0 million
square meters, or 0.9%, were properties developed by us and approximately 864.3 million square meters,
or 99.1%, were properties developed by independent third parties. All such GFA to which we provide
advisory services were properties developed by independent third parties.

Building Equipment Installation, Maintenance and Repair Services

Within the Colour Life Group, our PRC subsidiary, Shenzhen Kaiyuan Tongji Building Science &
Technology Co., Ltd. (““Shenzhen Kaiyuan), has the qualifications to engage in the installation, repair
and maintenance of building equipment. Shenzhen Kaiyuan currently installs, repairs and maintains
certain building equipment of the properties that are managed by us as well as properties developed or
managed by others. By having an in-house team of experts who are able to install, repair and maintain
building equipment, we believe we are better able to respond to customers’ property servicing needs,
reduce building equipment downtime and control installation, maintenance and servicing costs. In
addition, by having our own team of experts to provide building equipment installation, maintenance and
repair services, we believe we are also better able to control the image and reputation of our properties
by being able to respond quickly to repair and maintenance servicing needs as well as strengthen the
management services provided by us. Since 2014, in order to be consistent with Colour Life Group’s
strategy in phasing out its assets heavy business, Shenzhen Kaiyuan has been gradually reducing its
building equipment installation business. Meanwhile, Shenzhen Kaiyuan will continue to enhance its
expertise and capabilities in its maintenance and repair services by servicing more properties managed
by us or that we provide advisory services to as well as hiring additional personnel when necessary.

Information Network Services

In order to provide a broader range of property operation services, we established a wholly owned
subsidiary, Shenzhen Colour Life Network Services Co., Ltd. (“Shenzhen Colour Life Network”) in
June 2007, which is aimed at connecting residents or tenants of properties managed by us with third-
party vendors through an internally developed internet information platform that provides a variety of
value-added services. Such value-added services currently include online ordering for household
products, which provide convenience and reduce the costs of household purchases for the residents and
tenants due to bulk orders. In addition, we believe such information platform also enhances
communication between residents or tenants and the property manager. We aim to continue to improve
the information platform and offer additional services such as online payment options or customizable
online service orders, as well as integrating its information platform with our own secondary property
brokerage information database to provide real estate market information. We believe such large
audiences that our information platform reaches will also attract third-party vendors to work with
Shenzhen Colour Life Network to provide additional services that will further enhance our offering.
Shenzhen Colour Life Network generates revenue through the collection of fees and commissions from
vendors that use our information network to offer their products or services.

Secondary Property Brokerage Services
We offer advisory services on choices of properties, accompany potential buyers and tenants on

house viewing trips, negotiate price and other terms, provide preliminary proof of title, and coordinate
with the notary, the bank and the title transfer agency.
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Under applicable PRC law, we are permitted to represent both the seller and the purchaser and are
entitled to receive up to 1.5% of the transaction value as sales commission from each side in a
secondary real estate sales transaction. We typically represent both the seller and the purchaser in our
secondary real estate sales transactions in accordance with customary practice in China. For rental units,
we typically charge a one-time commission that is equal to 100% of the contracted monthly rent.

Our Property Agency Business

Historically, our Group provided dedicated property agency services through Xingyan Property
Consultancy, in which we owned 85% equity interest. Xingyan Property Consultancy offered three
principal types of services: (i) primary property agency services that engage in the selling of properties
that we develop as well as properties developed by others, (ii) secondary property brokerage services
and (iii) property consulting and advisory services. Due to the restructuring of the Group’s business and
in order for us to focus on our other major business segments, we disposed of our entire 85% interest in
Xingyan Property Consultancy in February 2011 to an independent third party. We maintained secondary
property brokerage services as a value-added service in our property operation business.

Our Hotel Services Business

We entered into the hotel industry in 2008 with the establishment of our economy hotel, Cai Yue
Hotel, in Shenzhen, managed by our subsidiary, Shenzhen Caiyue Hotel Management Co., Ltd. Since
then, we have developed several boutique hotels located within our property projects. We have
cooperated with well-known international hotel management groups in managing our hotels. For
example, in October 2007, we entered into a supporting and consulting services agreement with
C.T.E.W. in which C.T.E.W. provided consulting and technical support services in our development of
the boutique hotel in Chengdu Hailrun Plaza (J&#}# %% %), now named Rhombus Fantasia Chengdu
Hotel ({EFRAE o BEEAUARE)E), as well as a hospitality management contract with Rhombus, a
subsidiary of C.T.E.W., for Rhombus to manage the hotel, which began trial operation in March 2012
and commenced formal operation in December 2012. We have also entered into agreements with
affiliates of Starwood Hotels & Resorts Worldwide, Inc. in relation to development consulting services,
system licensing, and hotel operating services for several of our hotels in development. We believe our
cooperation with well-known international hotel management groups will help drive the development of
our hotel service operations and help build our own professional hotel management team and
professional hotel construction team. We have also established our own hotel management subsidiaries,
including Shenzhen Fantasia Hotel management Co., Ltd., to manage certain of our boutique hotels, with
a view to build boutique hotel brands with unique characteristics. We have established our private
boutique brand of “U” hotels with the commencement of operations of our Shenzhen U Hotel in
February 2012, and commenced trial operation of another private label “HYDE” hotel located in
Chengdu in January 2013, which is a four-star hotel which offers a full range of business and leisure
facilities.

In 2012, Rhombus Fantasia Chengdu Hotel was awarded “Top 10 Newly Opened Hotels in China”
(P B AR B 26T ) K 4%) from the 2012 China Hotel Starlight Awards (H B i 26K 8E). The
brand “U Hotel” was awarded 2012 and 2013 China Chained Boutique Hotel Brand with the Most
Development Potential” (2012 5%20134F & H [ f5c HL 38 JE V8 RS S 807 )5 5 F8)  at the 9th Golden
Pillow Award of China Hotels (95 &#L8H4%) and the “2013 Most Progressive Hotel Brand”
(2013 " [ Fc L8 J V% J1 98 15 %) at the 9th China Hotel Starlight Awards. In April 2015, Arcadia
Resort Hotel in Yixing stood out in the Adjudication and Selection of “the Tenth China Hotel Starlight
Awards” and was awarded the honour of the “10 Best Travelling and Resort Hotel in China” (9 f£
iR BRI JE). In April 2015, the Annual Meeting for Asia Hotel Forum 2015 cum the Award
Ceremony of China Hotel Starlight Awards was held in Shanghai, Guilin Lingui Fantasia Four Points by
Sheraton stood out among the numerous participating hotels and was awarded the honour of the
“China’s Top 10 New Hotels” (& T {F# BIZE)E). In June 2015, Tianjin Future Plaza project was
awarded the government subsidies for RMB100 million building project and the honour of the
“Outstanding Property Management in Tianjin” (KM ¥EEHEFIEH). In September 2015, our
Chengdu Funian project participated in the Adjudication and Selection of the outstanding building
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project in Chengdu and successfully attained the title of the outstanding building project in Chengdu.
Our Longqi Bay project in Shenzhen was awarded the Best Villas of the Year at the 8th China Real
Estate Annual Conference in 2016. In February 2016, a hotel management company under Fantasia’s
cultural tourism group was awarded the honour of ‘“the Golden Lion award of the Best Hotel
Management Company in China” (H7 B &5 & A A& Mi3E) issued by Golden Leaders’
Federation of International Hotels. In May 2017, Fantasia Cultural Tourism Management Group’s U
Hotel Shenzhen was awarded the title of “The Best Boutique Hotel” in Langya Rating in 2017 (20174F
JERARE [ HefERS U5 ] ) by Shenzhen Hotel Association. In June, Shenzhen Fantasia Hotel
Management Co., Ltd was awarded the “Golden Pearl Award” for GHM hotels in 2017 (2017 &} i
JEGHM [ 4:%£4% | ) by the GHM Hotel General Manager Association. In March 2018, Fantasia Taipei
U Hotel was awarded the “Selected Premuim Hotels of LN Hotel Alliance” by Agoda. In May 2018,
Fantasia Taipei U Hotel was granted the “Environment-friendly Hotel Certification” by Environmental
Projection Administration Executive Council, Taipei Municipal Environmental Protection Bureau and
Taipei Municipal Tourism Bureau.

The table below sets forth certain information relating to our hotels as of December 31, 2018:

Actual or Actual or Actual or
estimated hotel estimated estimated
floor area number of Operating commencement
Hotel name City Positioning  (square meters) rooms Type of premises Management Company progress date
Hyde Hotel Yixing. . Yixing Holiday 18,173 220 Self-owned/ Shenzhen Fantasia In operation  October 2010
Leased Hotel Management
Company Limited
U Hotel Shenzhen . . Shenzhen  Boutique 7,581 109 Leased Shenzhen Fantasia In operation  January 2012

Hotel Management
Company Limited

Hyde Hotel Junshan . Chengdu  Holiday 10,800 68 Self-owned Shenzhen Fantasia In operation ~ February
Hotel Management 2013
Company Limited

U Hotel Tianjin ... Tianjin  Boutique 8,097 122 Self-owned Shenzhen Fantasia In operation ~ December
Hotel Management 2013
Company Limited

U Hotel Chengdu. . . Chengdu  Boutique 8,255 132 Self-owned Shenzhen Fantasia In operation  March 2014

Hotel Management
Company Limited

Four Points by Guilin Five-star 28,554 242 Self-owned Starwood Asia Pacific  In operation  October 2014
Sheraton Guilin Hotels & Resort Pte
Lingui . ... ... Ltd

Four Points by Chengdu  Five-star 33,384 276 Self-owned Starwood Asia Pacific  In operation ~ May 2015
Sheraton Chengdu Hotels & Resort Pte
Pujiang Resort . . Ltd.

U Hotel Ningbo . .. Ningbo  Boutique 11,407 88 Leased Shenzhen Fantasia In operation  August 2013

Hotel Management
Company Limited

Luhu Club House Guilin Club 5,133 3 Self-owned Shenzhen Fantasia In operation ~ December
Guilin . . ... .. Hotel Management 2014
Company Limited
U Hotel Taipei. ... Taipei Boutique 4,090 58 Self-owned Shenzhen Fantasia In operation  September
Hotel Management 2015
Company Limited
373 Hotel USA. ... New York Boutique 1,864 70 Self-owned Shenzhen Fantasia In operation ~ April 2014

Hotel Management
Company Limited

137,938 1,388
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Properties Used or Occupied by Us

Our corporate headquarters are located at Block A, Shenzhen Funian Plaza, Intersection of Shihua
Road and Zijing Road, Futian Free Trade Zone, Shenzhen 518048, with a GFA of approximately 4,050
square meters. Such property is owned by Shenzhen Fantasia Investment Development Co. Limited, a
project development company in which we own 100% equity interest. In addition, we currently own and
lease a number of other properties that are used as our offices.

As of December 31, 2018, properties owned and used by us had an aggregate GFA of
approximately 111,576 square meters and properties that we leased had an aggregate GFA of
approximately 199,945 square meters, with an aggregate GFA of approximately 199,650 square meters
located in the PRC and an aggregate GFA of approximately 295 square meters located in Hong Kong.
We lease such properties primarily as offices of the local branches of our subsidiaries and staff
dormitories of our employees.

Intellectual Property

We place significant emphasis on developing our brand image and resort to extensive trademark
registrations to protect all aspects of our brand image. We have registered in the PRC and in Hong Kong
the trademarks of “fEAK4" and “{ERKFFANTASIA” to protect our corporate name in Chinese and
English. In addition, we have registered trademarks and trademark registration applications in Hong
Kong and the PRC that cover the names of our important subsidiaries and property development projects
and services.

We have also registered the domain name of www.cnfantasia.com for the website of our Group on
the Internet.

Competition

There are many property developers that undertake property development projects in the Chengdu-
Chongqing Economic Zone, the Pearl River Delta region, the Yangtze River Delta region, the Beijing-
Tianjin metropolitan region and Central China and elsewhere in the PRC. Our major competitors include
large national and regional property developers, including local property developers that focus on one or
more of the regions in which we operate. We endeavor to further strengthen our leading position in these
regions. Our competitors, however, may have a better track record, greater financial, marketing and land
resources, broader name recognition and greater economies of scale than us in the regions where we
operate.

We also face competition for our real estate services businesses from other real estate service
providers in China as well as certain international real estate service providers. Competition in the real
estate services business is rapidly evolving, highly fragmented and competitive, and our competitors and
competitive factors differ depending on the type of services provided and the geographic market in
which we provide such services. Compared to property development, real estate services businesses
require a smaller commitment of capital resources and have a relatively lower barrier of entry. Our
competitors may have more experience and resources than we have.

For more information on competition, see “Risk Factors — Risks Relating to Our Business — We
face intense competition with respect to our property development business, property operation services
business, property agency services business and hotel services business.”

Insurance
We do not maintain insurance policies for properties that we have delivered to our customers, nor
do we maintain insurance coverage against potential losses or damages with respect to our properties

before their delivery to customers. In addition, our contractors typically do not maintain insurance
coverage on our properties under construction. Based on industry practice in the PRC, we believe that
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third-party contractors should bear liabilities from tortious acts or other personal injuries on our project
sites, and we do not maintain insurance coverage against such liabilities. The construction companies,
however, are responsible for quality and safety control during the course of the construction and are
required to maintain accident insurance for their construction workers pursuant to PRC laws and
regulations. To help ensure construction quality and safety, we have established a set of standards and
specifications to be complied with during the construction process. Furthermore, we engage qualified
supervision companies to oversee the construction process. Under PRC laws, the owner or manager of
properties under construction bears civil liability for personal injuries arising out of construction work
unless the owner or manager can prove that he/she is not at fault. Since we have taken the above steps to
prevent construction accidents and personal injuries, we believe that we would generally be able to
demonstrate that we were not at fault as the property owner if a personal injury claim is brought against
us. To date, we have not experienced any material destruction of or damage to our property
developments nor have any material personal injury-related claims been brought against us.

Our directors believe our insurance policies are adequate and in line with the industry practice in
the PRC. However, we may not have sufficient insurance coverage for losses, damages and liabilities
that may arise in our business operations. See “Risk Factors — Risks Relating to Our Business — We
may suffer losses arising from uninsured risks.”

Employees
As of December 31, 2018, excluding the employees of communities managed on a commission

basis, we had 38,007 full time employees. The following table provides a breakdown of our employees
by responsibilities as of December 31, 2018:

Management 987
Administration 6,340
Accounting 1,604
Human Resources 1,625
Engineering 3,261
Marketing and Sales 3,517
Property, Hotel and Other Management Services 20,673
Total 38,007

The remuneration package of our employees includes salary, bonus and other cash subsidies. In
general, we determine employee salaries based on each employee’s qualification, position and seniority.
We have designed an annual review system to assess the performance of our employees, which forms
the basis of our determination on salary raise, bonus and promotion. We are subject to social insurance
contribution plans organized by the PRC local governments. In accordance with the relevant national
and local labor and social welfare laws and regulations, we are required to pay on behalf of our
employees monthly social insurance premium covering pension insurance, medical insurance,
unemployment insurance and housing reserve fund. We believe the salaries and benefits that our
employees receive are competitive in comparison with market rates.

Our employees do not negotiate their terms of employment through any labor union or by way of
collective bargaining agreements. We believe our relationship with our employees is good. We have not
experienced significant labor disputes which adversely affected or are likely to have an adverse effect on
our business operations.

Environmental Matters

We are subject to PRC environmental laws and regulations as well as environmental regulations
promulgated by local governments. As required by PRC laws and regulations, each project developed by
a property developer is required to undergo an environmental impact assessment, and an environmental
impact assessment report is required to be submitted to the relevant government authorities for approval
before commencement of construction. When there is a material change in respect of the construction
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site, scale or nature of a given project, a new environmental impact assessment report must be submitted
for approval. During the course of construction, the property developer must take measures to prevent
air pollution, noise emissions and water and waste discharge. In addition, as we contract our
construction works to independent third-party contractors and pursuant to the terms of the construction
contracts, the contractors and subcontractors are required to comply with the environmental impact
assessment and the conditions of the subsequent approval granted by the relevant government authority.
During construction, our project directors and project management teams will supervise the
implementation of the environmental protection measures.

In addition, PRC environmental laws and regulations provide that if a construction project includes
environmental facilities (including engineering projects, devices, monitors and other facilities that were
constructed or equipped in order to prevent pollution and protect the environment), such facilities will
have to pass an inspection by the environmental authorities and an approval must be obtained before the
environmental facilities can commence operations. If a construction project does not include any
environmental facilities, no such approval is required. Our business is of such a nature that we are not
required to construct environmental facilities and, therefore no approval in respect of environmental
facilities from the environmental authorities is necessary.

We believe that our operations are in compliance with currently applicable national and local
environmental and safety laws and regulations in all material respects. See “Risk Factors — Risks
Relating to Our Business — We are subject to potential environmental liability that could result in
substantial costs.”

Health and Safety Matters

Under PRC laws and regulations, we, as a property developer, have very limited potential
liabilities to the workers on and visitors to our construction sites, most of which rest with our
contractors. Under the Construction Law of the People’s Republic of China (H#E A R LI B #5E7%),
the construction contractor assumes responsibility for the safety of the construction site. The main
contractor will take overall responsibility for the site, and the subcontractors are required to comply with
the protective measures adopted by the main contractor. Under the Environmental and Hygienic
Standards of Construction Work Site (F2&E T h ¥ 45 BR 45 A £ AR 4E), a contractor is required to adopt
effective occupational injuries control measures, to provide workers with necessary protective devices,
and to offer regular physical examinations and training to workers who are exposed to the risk of
occupational injuries. To our knowledge, there has been no material non-compliance with the health and
safety laws and regulations by our contractors or subcontractors during the course of their business
dealings with the Group. During the earthquake that struck Sichuan province in China in May 2008 and
in April 2013, neither our Group nor our contractors suffered any loss of lives or injury to our and their
respective employees as a result.

In addition, our project directors and project management teams will engage in a weekly safety
inspection to ensure the safety of the work environment of our construction sites.

Legal Proceedings

As of the date of this offering memorandum, we are not aware of any material legal proceedings,
claims or disputes currently existing or pending against us. However, we cannot assure you that material
legal proceedings, claims or disputes will not arise in the future. See “Risk Factors — Risks Relating to
Our Business — We may be involved in legal and other proceedings arising out of our operations from
time to time and may incur substantial losses and face significant liabilities as a result.”
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REGULATION
I. LEGAL SUPERVISION RELATING TO THE PROPERTY SECTOR IN THE PRC
A. Establishment of a Property Development Enterprise

According to the Law of the People’s Republic of China on the Administration of Urban Property
(P HE N BRI I T 5 M A ) (the “Urban Property Law”) promulgated by the Standing
Committee of the National People’s Congress on July 5, 1994 and revised in August 2007 and further
amended on August 27, 2009, a property development enterprise is defined as an enterprise which
engages in the development and sale of property for the purpose of making profits. Under the
Regulations on Administration of Development of Urban Property (Y77 HizZE BH %% 582 & B ) (the
“Development Regulations”) promulgated by the State Council on July 20, 1998 and revised in January
2011 and March 2018, an enterprise which is to engage in development of property shall satisfy the
following requirements: (1) its minimum registered capital shall be RMB1 million; and (2) it shall
employ at least four full-time professional property/construction technicians and at least two full-time
accounting officers, each of whom shall hold relevant qualification certificates. The Development
Regulations also stipulate that the local government of a province, autonomous region or municipality
directly under the central government may, based on local circumstances, impose more stringent
requirements on the amount of registered capital of, and the qualifications of professionals retained by,
property development enterprises. The following local regulations apply to our business and operations
in the PRC:

(a) The Regulations on Property Developments of Guangdong Province (& # 8 5 Hh = (i 85 £8
&) revised by the Standing Committee of Guangdong Provincial People’s Congress on
September 22, 1997, which stipulate that the self-funded capital of a property development
enterprise in the Guangdong Province shall be at least RMB3 million.

(b) The Detailed Rules for the Implementation of the provisions on the Administration of
Qualifications of Property Developers of Jiangsu Province (YLA# & Eiii (/5 HuE B ¥R
BAEPEHIE ) 4HH]) promulgated by the Construction Bureau of Jiangsu Province on April
17, 2012, which stipulate that the minimum registered capital of a property development
enterprise established in Yixing City shall be RMB4 million.

(c) The Forwarding Notice of the Ministry of Construction Regulations regarding the
Administration of Qualifications of Property Developers (it #0553 5% 56 (5 M Bl 542
EEEMHBE) BYHEHD), issued by the Beijing Municipal Commission of Housing and Urban
Development Construction on September 4, 2000, which stipulate that the minimum
registered capital of a property development enterprise in Beijing shall be RMB10 million.

(d) There is no local regulation for Yunnan Province specifying more stringent requirements on
the amount of registered capital and the qualifications of professionals of a property
development enterprise.

Pursuant to the Development Regulations, a developer who aims to establish a property
development enterprise should apply for registration with the Administration for Industry and
Commerce. The property development enterprise must also report its establishment to the property
development authority in the location of the registration authority, within 30 days upon the receipt of its
Business License (‘&2 ).

However, on May 25, 2009, the State Council issued the Notice on Adjusting the Minimum Capital
Requirement for Fixed Assets Investment ([ Jf 5 [&] 2 & & % & 1 H & A5 AR A1) and lowered
the minimum capital requirement for projects of affordable residential housing and regular commodity
residential houses from 35% to 20% and, for other property projects, to 30%.
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B. Foreign-Invested Property Enterprises

Pursuant to the Catalogues of Industries for Guiding Foreign Investment (Amended in 2017) {(%h
P B AR H B%) (201718%T)) which was promulgated by MOFCOM and NDRC on June 28, 2017
and became effective on July 28, 2017 and Special Administrative Measures (Negative List) for Foreign
Investment Access (Edition 2018) {(ZM#% & AN B B it (B S HE) (20184FER))) which was
promulgated by MOFCOM and NDRC on June 28, 2018 and become effective on July 28, 2018, the real
estate development does not fall within the Negative List for Access of Foreign Investments and the
restrictive measures for construction of golf courses and villas are equally applicable to domestic and
foreign investment. Xiehe Golf (Shanghai) Company Limited, a domestic company acquired in 2013 by
a domestic company established by one of our foreign invested companies, is engaged in the operation
of a golf course, the construction and initial operation of which was completed by the original
shareholder. Xiehe Golf (Shanghai) Company Limited has completed the registration of changes to its
shareholding with the relevant Commerce and Industrial Bureau.

According to the Catalog of Government Verified Investment Projects (2016 Version) promulgated
by the State Council on December 12, 2016 and the Administrative Provisions on the Approval and
Registration of Foreign-Invested Projects (#Mi#% & H H A HEF# 22 & %) promulgated by NDRC
as effective from June 17, 2014 and amended on December 27, 2014, foreign investment in real estate
within the restricted category shall be approved by the development and reform authority at provincial
level and the other foreign investments in real estate shall be registered with the relevant local
authorities.

Foreign invested property enterprises can be established in the form of a Sino-foreign equity joint
venture, a Sino-foreign cooperative joint venture or a wholly foreign-owned enterprise. Prior to its
registration, the enterprise must be approved by the commerce authorities, upon which a Certificate of
Approval for a Foreign-Invested Enterprise (7% & > FEHMERE ) will be issued.

On July 11, 2006, the MOC, MOFCOM, the NDRC, the PBOC, SAIC and SAFE jointly
promulgated the Opinion on Regulating the Access to and Management of Foreign Capital in the
Property Market (BN EHE TSN EWAMEHIE ) (the “Opinion”). The Opinion was
amended by the Circular of Adjusting the Policies on the Access to and Management of Foreign Capital
in the Proper Market (A% 5 iz i 540 & AR 2 B EOR (W78 4)  (the ““Circular™) on
August 19, 2015. According to the Opinion, the access to and management of foreign capital in the
property market must comply with the following requirements:

(a) Foreign entities or individuals who buy property not for their own use in China must apply
for the establishment of a foreign-invested enterprise pursuant to the regulations of foreign
investment in property. After obtaining the approvals from relevant authorities and upon
completion of the relevant registrations, foreign entities and individuals can then carry on
their business pursuant to their approved business scope.

(b) For a foreign-invested real estate enterprise, the ratio of its registered capital to its total
investment is subject to the Interim Provisions of the State Administration for Industry and
Commerce for Sino-foreign Equity Joint Ventures on the Ratio of Registered Capital to Total
Investment ([ 5 TP AT BUE 3w B 74 o A0 5 A0 1 SEGT M B0 AR BEL S AR LU ] A AT
7E). Furthermore, A foreign-invested real estate enterprise is no longer required to have its
registered capital paid in full before it becomes eligible to obtain domestic or overseas loans,
or make settlement of exchanges for its loans in foreign exchange.

(c) The commerce authorities and the Administration for Industry and Commerce are responsible
for the approval and registration of a foreign-invested property development enterprise and
the issuance to the enterprise of a Certificate of Approval for a Foreign-Invested Enterprise
(which is only effective for one year) and the Business License. Upon full payment of the
assignment price under a land grant contract, the foreign-invested property development
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enterprise should apply for the land use rights certificate in respect of the land. With such
land use rights certificate, it can obtain a formal Certificate of Approval for a Foreign-
Invested Enterprise from the commerce authorities and an updated Business License.

(d) Transfers of projects or shares in foreign-invested property development enterprises or
acquisitions of domestic property development enterprises by foreign investors should strictly
follow relevant laws, regulations and policies and obtain the relevant approvals. The investor
should submit: (1) a written undertaking of fulfillment of the contract for the assignment of
State-owned land use rights; (2) a construction land planning permit and construction works
planning permit; (3) land use rights certificate; (4) documents evidencing the filing for
modification with the construction authorities; and (5) documents evidencing the payment of
tax from the relevant tax authorities.

(e) When acquiring a domestic property development enterprise by way of share transfer or
otherwise, or purchasing shares from Chinese parties in a Sino-foreign equity joint venture,
foreign investors should make proper arrangements for the employees, assume responsibility
for the debts of the enterprise and pay the consideration in one single payment with its own
capital. Foreign investors with records showing that they have not complied with relevant
employment laws, those with unsound financial track records, or those that have not fully
satisfied any previous acquisition consideration shall not be allowed to undertake the
aforementioned activities.

Any capital contributions made to our operating subsidiaries in China are subject to the foreign
investment regulations and foreign exchange regulations in the PRC. For example, on March 30, 2015,
SAFE issued the Circular of the State Administration of Foreign Exchange on Reforming the
Management Approach regarding the Settlement of Foreign Exchange Capital of Foreign-invested
Enterprises (5 5 71 e # Jy B A 2l & 40 i 3 8 A 26 A0 T AN 4 45 WA 2 )5 =R 4 A)  (the ““SFEC
Notice”). The SFEC Notice stipulates, unless otherwise permitted by PRC laws or regulations,
Renminbi capital converted from foreign exchange capital contributions cannot be used (i) directly or
indirectly for purposes outside the business scope of the enterprises or that are otherwise prohibited by
national laws and regulations; (ii) directly or indirectly for investment in securities unless otherwise
provided by laws and regulations; (iii) directly or indirectly for granting entrusted loans in Renminbi
(unless permitted by the enterprise’s scope of business); (iv) to repay inter-enterprise loans (including
advances by third parties) or Renminbi bank loans that have been sub-lent to a third party; or (v) to pay
expenses related to the purchase of real estate not for self-use, except for foreign-invested real estate
enterprises.

On August 14, 2006, The General Office of MOFCOM promulgated the Circular on the Thorough
Implementation of the Opinion on Regulating the Access to and Management of Foreign Capital in the
Property Market (B ERUEE (BIRHEHEEE T HINEEAFE BN E L) A B ENEA) (the
“Circular”). The Circular not only reiterates relevant provisions on foreign investment in the real estate
industry as prescribed in the Opinion, but also sets forth the definition of Real Estate FIE as a foreign
invested enterprise (FIE) which carries out the construction and operation of a variety of buildings such
as ordinary residences, apartments and villas, hotels (restaurants), resorts, office buildings, convention
centers, commercial facilities, and theme parks, or, undertakes the development of land or a whole land
lot in respect of the abovementioned projects.
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On September 1, 2006, the MOC and the SAFE jointly issued the Opinions on Regulating the
Foreign Exchange Administration of the Real Estate Market (B4 5% 5 M 78 7 5 40 e 8 B R 1
B AT), which was amended on May 4, 2015, providing regulations on real estate development enterprises
mainly as follows:

(a) For real estate development enterprises, the current account for foreign exchange shall not
maintain property purchase payments remitted by residents of Hong Kong, Macau and
Taiwan and overseas Chinese expatriates;

(b) Where the state-owned land use rights certificate is yet to be obtained, or the capital fund of
development project has not reached 35 percent of the total amount of the project investment,
such Real Estate FIE is not permitted to borrow foreign loans from overseas;

(c) Where foreign entities and individuals purport to merge and acquire domestic real estate
enterprises by way of share transfer or any other means, acquire a Chinese party’s shares
within an equity joint venture, such foreign entities and individuals must be capable of
making a one-time payment in relation to the transfer consideration, otherwise SAFE shall
not process any foreign exchange registration relating to the foreign exchange transaction.

On May 23, 2007, MOFCOM and SAFE promulgated the Circular on Further Strengthening and
Regulating the Approval and Supervision of Real Estate Industry with Direct Foreign Investment (/i
e~ BRSO BT TR SR B A AN and revised by MOFCOM in October
2015, which stipulates that:

(a)  Strict control should be imposed on the acquisition of or investment in domestic real estate
enterprises by way of return investment. Foreign investors shall not acquire control of
domestic enterprises for the purpose of circumventing the approval procedure related to Real
Estate FIE;

(b) In a Real Estate FIE, Chinese parties shall not, explicitly or implicitly provide any warranties
with regard to allocating fixed returns to any party;

(c) A Real Estate FIE incorporated upon approval by local approval bodies should be registered
with MOFCOM on a timely basis; and

(d) Foreign exchange administration bodies and designated foreign exchange banks shall not
process sale and settlement of foreign exchange for capital account items for Real Estate FIEs
that fail to complete filing procedures with MOFCOM.

In addition, according to the Circular on Distribution of the List of the First Group of Foreign-
Invested Real Estate Projects Filed with the Ministry of Commerce (B T %5 25 — b 48 i i 45 5 i 2 1Y
SN 7 b EE TR H 44 B4 A1) promulgated by the General Department of SAFE on July 10, 2007,
(1) local branches of SAFE shall not process any foreign debt registration application or conversion of
foreign debt for any Real Estate FIE (including in respect of both newly incorporated FIREEs and
FIREEs that have registered increased capital contributions) that obtained a Certificate of Approval for a
Foreign-Invested Enterprise from local commerce authorities and completed the registration with a
MOFCOM on or after June 1, 2007; (2) SAFE branches shall not process foreign exchange registration
(or alterations to registration) or, sale and settlement of foreign exchange for capital account items, for
any FIREE that has obtained a Certificate of Approval from local commerce authorities, but that has not
registered with MOFCOM on or after June 1, 2007. The aforesaid SAFE Circular was abolished as of
May 13, 2013.

On July 1, 2008, MOFCOM implemented the Circular on the Proper Handling of the Record Filing
for Foreign Investment in the Real Estate Sector (FHMMAT4Ms1E 5 1l e 25 M 5 T AE W38 ),

delegating provincial-level commerce authorities the authority to register matters concerning foreign
investment in real property projects after approving the legality, authenticity and accuracy of the project.
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On June 10, 2010, MOFCOM issued the Notice Relating to Decentralizing the Examination and
Approval Power for Foreign Investment (P55 HFRBA A T A1 5% & A U RE R A BA B B A9 48 %0), which
stipulates that for establishment of an FIE with total investment of not more than USD300 million under
the encouraged and permitted categories and USD50 million under the restricted category as specified in
the Foreign Investment Industrial Guidance Catalogue, MOFCOM'’s branches at the provincial level shall
be in charge of examination and approval.

On November 22, 2010, the General Office of MOFCOM issued the Notice on Strengthening the
Administration of Approval and Record Filing in respect of the Foreign-invested Real Estate Industry
(PR 765 70 2 TG B 72 o e o 7 50 5 b SEER I A SR B4 M) which aimed to implement the
relevant rules promulgated by the State Council and to ensure effective control of the real estate
industry. MOFCOM addressed the following issues in the notice:

(a) Local departments of commerce shall strengthen supervision on property projects with an
inflow of foreign exchange. When reviewing materials on record, local departments of
commerce shall focus on reconfirming the integrity and accuracy of documentation relating to
land, including materials proving the transfer of land use rights, such as the land use rights
transfer contract and the land use rights certificate;

(b) Local departments of commerce shall, together with relevant local authorities, strengthen the
supervision on cross-border investment and financing activities to prevent risks arising from
the real estate market and control speculative investments. PRC property enterprises
established with offshore capital shall not conduct arbitrage activities through the purchase
and sale of real estate property which is under construction or completed; and

(c) Local departments of commerce shall further strengthen the approval, supervision and
statistics verification of the establishment and/or capital increase of real estate enterprises by
way of merger and acquisition, investment by equity and so on.

On November 6, 2015, SAFE and MOFCOM issued the Circular of the Ministry of Commerce and
the State Administration of Foreign Exchange on Further Improving the Filing of Foreign Investments in
Real Estate (PG50 ~ S JR) BE A 4 — 25 SO S 4% & 5 b 2 i 58 TAE R4 %0) (the “FIRE Notice”). In
accordance with the FIRE Notice, MOFCOM shall conduct random inspections on foreign-funded real
estate enterprises on a quarterly basis. Within five working days upon receipt of an inspection notice,
MOFCOM branches at the provincial level shall submit materials regarding such randomly selected
foreign-funded real estate enterprises to MOFCOM for approval. Based on the results of the inspections,
MOFCOM shall (i) make public, tighten punishment for and expose misconduct discovered during the
inspections; (ii) issue notices criticizing relevant MOFCOM branches for granting illegal approvals; and
(iii) blacklist, impose penalties on and publish details on the MOFCOM website regarding non-
compliant foreign-funded real estate enterprises and investors. All levels of MOFCOM shall tighten
inspection of the investing activities of violating enterprises or enterprises and investors that fail to
provide relevant information on real estate projects. MOFCOM shall also increase random inspections
on the blacklisted foreign-funded real estate enterprises and their investors and the MOFCOM branches
that are found to have granted illegal approvals.

C. Qualifications of a Property Development Enterprise
(i)  Classifications for the qualifications of property development enterprises

Under the Development Regulations, a property development enterprise must report its
establishment to the governing property development authorities in the location of the registration
authority within 30 days of receiving its Business License. The property development authorities shall
examine applications for classification of a property development enterprise’s qualification by
considering its assets, professional personnel and industrial achievements. A property development
enterprise shall only engage in property development projects that come within the scope of its approved
qualification.
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