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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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Kong Limited (the “Stock Exchange”).
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Please refer to the attached offering memorandum (the “Offering Memorandum”) in relation 

to the issuance of US$150,000,000 11.875% senior notes due 2023 (to be consolidated and 

form a single series with the US$300,000,000 11.875% senior notes due 2023 issued on 1 

June 2020) by Fantasia Holdings Group Co., Limited, which is available on the website of the 

Singapore Exchange Securities Trading Limited on 11 February 2021.

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
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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, 2020:
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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
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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
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:
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• 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.

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（招標拍賣挂牌出讓國有土地使用權規定）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（招標拍

賣挂牌出讓國有建設用地使用權規定）, 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
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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.’’

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.
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As of June 30, 2020, 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, 2019 and the six months ended June 30, 2020, 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.

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
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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, 2017, 2018
and 2019 and the six months ended June 30, 2020, we have not experienced delay in construction or
unsatisfactory quality of workmanship. In addition, as of June 30, 2020, 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
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
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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
with all the relevant pre-sale rules and regulations in the past in all material respects. See ‘‘Regulation –

I. 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
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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, 2017, 2018 and 2019 and June 30, 2020, our outstanding guarantees on the
mortgage loans of our purchasers amounted to RMB7,296.7 million, RMB9,789.7 million, RMB12,166.6
million (US$1,722.1 million) and RMB10,290.9 million (US$1,456.6 million), respectively, which were
approximately 10.6%, 10.4% and 12.7% and 10.3% 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, 2019 and the
six months ended June 30, 2020. 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
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.
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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 (花樣會), 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, 2019 and the six months ended June 30, 2020, 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 ‘‘– Our Property Operation
Business – Property Management Services.’’

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
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the cities where our properties are located. For example, in Shenzhen, we warrant to our purchasers the
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.

As of June 30, 2020, our total GFA retained for investment amounted to 1,008,818 square meters.
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, 2019 and the six months ended June
30, 2020.

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, 2019 and the six months ended June 30, 2020, 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
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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.

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 June 30, 2020, GFA under management contracts and
consultancy service arrangements reached 563.7 million sq.m. Projects under management cover 279
cities across China. 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 and communities. For the six months ended June 30, 2020, the revenue of the Colour Life
Group accounted for approximately 19.2% 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 (2014中國物業服務百強企業）, a recognition that we have received
since 2009, as well as a 2012 China Outstanding Property and Service Brand Enterprise (2012中國優秀

物業服務品牌企業）and the Largest Community Service Operator（中國最大社區服務運營商）, both of
which were granted from the China Real Estate Top 10 Research Team (中國房地產Top 10研究組).
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.’’
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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.

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, As of
June 30, 20202017 2018 2019

(in thousands of square meters)
GFA under management . . . . . . . . . . . . . . . . . . . . . 404,269 542,299 550,104 551,751
GFA in which advisory services are provided . . . . . . 31,715 11,353 11,925 11,910

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 435,984 553,652 562,029 563,661

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
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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.

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 (成都喜年廣場), now named Rhombus Fantasia Chengdu
Hotel（花樣年‧隆堡成都酒店）, 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.
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In 2012, Rhombus Fantasia Chengdu Hotel was awarded ‘‘Top 10 Newly Opened Hotels in
China’’（中國十佳最新開業酒店大獎）from the 2012 China Hotel Starlight Awards（中國酒店星光大

獎）. The brand ‘‘U Hotel’’ was awarded 2012 and 2013 China Chained Boutique Hotel Brand with the
Most Development Potential’’ (2012及2013年度中國最具發展潛力精品連鎖酒店品牌）at the 9th
Golden Pillow Award of China Hotels（中國酒店金枕頭獎）and the ‘‘2013 Most Progressive Hotel
Brand’’ (2013中國最具發展潛力酒店品牌）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’’ (
中 國 十 佳旅 遊 度 假 酒 店). 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’’（中國十佳新開業酒店）. 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’’（天津市物業管理優秀項目）. 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’’（中國最佳酒店管理公司金獅獎）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 (2017 年

度琅琊榜「最佳精品飯店」）by Shenzhen Hotel Association. In June, Shenzhen Fantasia Hotel
Management Co., Ltd was awarded the ‘‘Golden Pearl Award’’ for GHM hotels in 2017 (2017粵港澳酒

店GHM「金珠獎」）by the GHM Hotel General Manager Association. In March 2018, Fantasia Taipei U
Hotel was awarded the ‘‘Selected Premium 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 June 30, 2020:

Hotel name City Positioning

Actual or
estimated
hotel floor

area (square
meters)

Actual or
estimated
number of

rooms Type of premises Management Company Operating progress
Actual or estimated
commencement date

Hyde Hotel Yixing . . . . . . . . . . . . Yixing Holiday 18,173 220 Self-owned/Leased Shenzhen Fantasia Hotel
Management Company Limited

In operation October 2010

Hyde Hotel Junshan . . . . . . . . . . . . Chengdu Holiday 10,800 68 Self-owned Shenzhen Fantasia Hotel
Management Company Limited

In operation February 2013

U Hotel Tianjin . . . . . . . . . . . . . . Tianjin Boutique 8,697 122 Self-owned Shenzhen Fantasia Hotel
Management Company Limited

In operation December 2013

Four Points by Sheraton
Guilin Lingui . . . . . . . . . . . . .

Guilin Five-star 28,554 242 Self-owned Starwood Asia Pacific Hotels &
Resort Pte Ltd

In operation October 2014

Four Points by Sheraton
Chengdu Pujiang Resort. . . . . . . .

Chengdu Five-star 33,384 276 Self-owned Starwood Asia Pacific Hotels &
Resort Pte Ltd.

In operation May 2015

U Hotel Taipei . . . . . . . . . . . . . . Taipei Boutique 4,090 58 Self-owned Shenzhen Fantasia Hotel
Management Company Limited

In operation September 2015

373 Hotel USA . . . . . . . . . . . . . . New York Boutique 1,864 70 Self-owned Shenzhen Fantasia Hotel
Management Company Limited

In operation April 2014

124,550 1,253
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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 ‘‘花樣年’’ and ‘‘花樣年FANTASIA’’ 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
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
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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 June 30, 2020, excluding the employees of communities managed on a commission basis, we
had 34,118 full time employees. The following table provides a breakdown of our employees by
responsibilities as of June 30, 2020:

Management 1,043
Administration 6,196
Accounting 1,387
Human Resources 1,054
Engineering 3,576
Marketing and Sales 4,687
Property, Hotel and Other Management Services 16,175

Total 34,118

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
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
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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（中華人民共和國建築法）,
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（建築工地現場環境和衛生標準）, 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
（中華人民共和國城市房地產管理法）(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 and on August 26, 2019, 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（城市房地產開發經營管理

條例）(the ‘‘Development Regulations’’) promulgated by the State Council on July 20, 1998 and revised
in January 2011 and March 2019, and further amended on March 27, 2020, 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（廣東省房地產開發經營

條例）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（江蘇省實施《房地產開發企業資

質管理規定》細則）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（關於轉發建設部《房地產開發企業

資質管理規定》的通知）, 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（營業執照）.
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However, on May 25, 2009, the State Council issued the Notice on Adjusting the Minimum
Capital Requirement for Fixed Assets Investment（關於調整固定資產投資項目資本金比例的通知）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%. According to
the Circular of the State Council on Adjusting and Perfecting the Capital System of Fixed Asset
Investment Projects, promulgated on September 9, 2015 by the State Council, the requirement for other
property projects had been decreased to 25%, the requirement for projects of affordable residential
housing and regular commodity residential houses maintained in 20%.

B. Foreign-Invested Property Enterprises

Pursuant to the Special Administrative Measures (Negative List) for Foreign Investment Access
(Edition 2020)《外商投資准入特別管理措施（負面清單）（2020年版）》which was promulgated by
MOFCOM and NDRC on 23 June 2020 and became effective on 23 July 2020, 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（外商投資項目核准和備案管理辦法）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.

The Foreign Investment Law of the People’s Republic of China（中華人民共和國外商投資法）(the
‘‘Foreign Investment Law’’) was promulgated by the SCNPC on March 15，2019 and came into effect
as of January 1， 2020. Simultaneously with the coming into effect of the Foreign Investment Law,
each of the Law on Wholly Foreign Owned Enterprises（中華人民共和國外資企業法）, the Law on
Sino-Foreign Equity Joint Ventures（中華人民共和國中外合資經營企業法）and the Law on Sino-
Foreign Contractual Joint Ventures（中華人民共和國中外合作經營企業法）was repealed. According to
the Foreign Investment Law, the following investment activities of foreign natural persons, enterprises
or other organizations (collectively, ‘‘Foreign Investors’’) directly or indirectly within the PRC shall
comply with and be governed by the Foreign Investment Law: (i) the establishment of foreign-invested
enterprises in the PRC by Foreign Investors alone or jointly with other investors; (ii) the acquisition of
shares, equity, property shares, or other similar interests of Chinese domestic enterprises by Foreign
Investors; (iii) any investment in new projects in the PRC by Foreign Investors alone or jointly with
other investors; and (iv) other forms of investment prescribed by laws, administrative regulations or the
State Council.

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（關於規範房地產市場外資准入和管理的意見）(the ‘‘Opinion’’). The Opinion was
amended by the Circular of Adjusting the Policies on the Access to and Management of Foreign Capital
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in the Proper Market（關於調整房地產市場外資准入和管理有關政策的通知）(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（國家工商行政管理局關於中外合資經營企業注冊資本與投資總額比例的暫行規

定）. 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
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（國家外匯管理局關於改革外商投資企業外匯資本金結匯管理方式的通知）(the ‘‘SFEC
Notice’’). The SFEC Notice stipulates, unless otherwise permitted by PRC laws or regulations,
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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（關於貫徹落實《關於規範房地產市場外資准入和管理的意見》有關問題的通知）(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 above-mentioned projects.

On September 1, 2006, the MOC and the SAFE jointly issued the Opinions on Regulating the
Foreign Exchange Administration of the Real Estate Market（關於規範房地產市場外匯管理有關問題的

通知), 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（關於

進一步加強、規範外商直接投資房地產業審批和監管的通知）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;
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(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（關於下發第一批通過商務部備案的

外商投資房地產項目名單的通知）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（關於做好外商投資房地產業備案工作的通知）,
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.
The aforesaid MOFCOM Circular was abolished as of January 1, 2020.

On June 10, 2010, MOFCOM issued the Notice Relating to Decentralizing the Examination and
Approval Power for Foreign Investment（商務部關於下放外商投資審批權限有關問題的通知）, 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. The aforesaid MOFCOM Notice was abolished as of January
1, 2020.

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

（商務部辦公廳關於加強外商投資房地產業審批備案管理的通知）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
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(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（商務部、外匯局關於進一步改進外商投資房地產備案工作的通知）(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. The aforesaid FIRE Notice was abolished as of January
1, 2020.

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.

Under the Provisions on the Administration of Qualifications of Property Developers ( 房地產開發

企業資質管理規定）(the ‘‘Provisions on Administration of Qualifications’’) promulgated by the MOC
and implemented on March 29, 2000 and amended on May 4, 2015 and December 22, 2018 by
MOHURD (successor to MOC), a property development enterprise shall apply for registration of its
qualifications. An enterprise may not engage in the development and sale of property without a
qualification classification certificate for property development.

In accordance with the Provisions on Administration of Qualifications, qualifications of a property
development enterprise are classified into four classes: class 1, class 2, class 3 and class 4. Different
classes of qualification shall be examined and approved by corresponding authorities. The class 1
qualifications shall be subject to both preliminary examination by the construction authority under the
government of the relevant province, autonomous region or municipality directly under the central
government and then final approval of the construction authority under the State Council. Procedures for
approval of developers of class 2 or lower shall be formulated by the construction authority under the
people’s government of the relevant province, autonomous region or municipality directly under the
central government. A developer that passes the qualification examination will be issued a qualification
certificate of the relevant class by the qualification examination authority. For a newly established
property development enterprise, after it reports its establishment to the property development authority,
the latter shall issue a Provisional Qualification Certificate to the eligible developer within 30 days. The
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Provisional Qualification Certificate shall be effective for one year from its issuance and, depending on
the actual business situation of the enterprise, may be extended by the property development authority
for a period of no longer than two years. A property development enterprise shall apply with the
property development authority for qualification classification within one month of expiry of the
Provisional Qualification Certificate.

(ii) The business scope of a property development enterprise

Under the Provisions on Administration of Qualifications, a developer of any qualification
classification may only engage in the development and sale of the property within its approved scope of
business and may not engage in business which falls outside the approved scope of its qualification
classification. A class 1 property development enterprise may undertake a property development projects
throughout the country without any limit on the scale of the project. A property development enterprise
of class 2 or lower may undertake a project with a gross floor area of less than 250,000 square meters
and the specific scopes of business shall be formulated by the construction authority under the people’s
government of the relevant province, autonomous region or municipality.

(iii) The annual inspection of a property development enterprise’s qualification

Pursuant to the Provisions on Administration of Qualifications, the qualification of a property
development enterprise shall be inspected annually. The construction authority under the State Council
or its authorized institution is responsible for the annual inspection of a class 1 property development
enterprise’s qualification. Procedures for annual qualification inspection for developers with class 2 or
lower qualifications shall be formulated by the construction authority under the people’s government of
the relevant province, autonomous region or municipality.

D. Development of a Property Project

(i) Land for property development

Under the Provisional Regulations of the People’s Republic of China on the Grant and Transfer of
the Land-Use Rights of State-owned Urban Land（中華人民共和國城鎮國有土地使用權出讓和轉讓暫

行條例) (the ‘‘Provisional Regulations on Grant and Transfer’’) promulgated by the State Council on
May 19, 1990, a system of assignment and transfer of the right to use State-owned land is adopted. A
land user shall pay an assignment price to the State as consideration for the grant of the right to use a
land site within a certain term, and the land user may transfer, lease out, mortgage or otherwise
commercially exploit the land use rights within the term of use. Under the Provisional Regulations on
the Grant and Transfer and the Urban Property Law, the land administration authority under the local
government of the relevant city or county shall enter into a land grant contract with the land user to
provide for the assignment of land use rights. The land user shall pay the assignment price as provided
by the assignment contract. After full payment of the assignment price, the land user shall register with
the land administration authority and obtain a land use rights certificate which evidences the acquisition
of land use rights. The Development Regulations provide that the land use right for a land parcel
intended for property development shall be obtained through grant except for land use rights which may
be obtained through appropriation pursuant to PRC laws or the stipulations of the State Council.

Under the Rules Regarding the Grant of State-Owned Land Use Rights by Way of Tender, Auction
and Listing-for-sale（招標拍賣挂牌出讓國有土地使用權規定）promulgated by the MLR on May 9,
2002, implemented on July 1, 2002, and as amended under the new name of the Rules Regarding the
Grant of State-Owned Construction Land Use Rights by way of Tender, Auction and Listing-for-sale (
招標拍賣挂牌出讓國有建設用地使用權規定）which took effect from November 1, 2007, land for
commercial use, tourism, entertainment and commodity housing development shall be granted by means
of tender, public auction or listing-for-sale. A tender of land use rights means the relevant land
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administration authority (the ‘‘assignor’’) issues a tender announcement inviting individuals, legal
persons or other organizations (whether specified or otherwise) to participate in a tender for the land use
rights of a particular parcel of land. The land user will be determined according to the results of the
tenders. An auction for land use rights is where the assignor issues an auction announcement, and the
bidders can at specified time and location openly bid for a parcel of land. A listing-for-sale is where the
assignor issues a listing-for-sale announcement specifying the land grant conditions and inviting bidders
to list their payment applications at a specified land exchange within a specified period. The procedures
for tender, auction and listing-for-sale may be summarized as follows (for the purpose of the summary,
the participant in a tender, auction or listing for sale is referred to as a ‘‘bidder’’):

(a) The land authority under the government of the city and county (the ‘‘assignor’’) shall
announce at least 20 days prior to the day of competitive bidding, public auction or listing-
for-sale. The announcement should include basic particulars of the land parcel, qualification
requirements for bidders, the methods and criteria for selection of the winning bidder and
certain conditions such as the deposit for the bid.

(b) The assignor shall conduct a qualification verification of the bidding applicants and inform
the applicants who satisfy the requirements of the announcement to attend the competitive
bidding, public auction or listing-for-sale.

(c) After determining the winning bidder by holding a competitive bidding, public auction or
listing-for-sale, the assignor and the winning bidder shall then enter into a confirmation. The
assignor should refund the other applicants their deposits.

(d) The assignor and the winning bidder shall enter into a contract for the assignment of State
owned land use rights at a time and venue set out in the confirmation. The deposit for the bid
paid by the winning bidder will be deemed as part of the assignment price for the land use
rights.

(e) The winning bidder should apply to register the land registration after paying off the
assignment price. The people’s government at the municipality or county level or above
should issue the land use rights certificate.

On June 11, 2003, the MLR promulgated the ‘‘Regulations on the Grant of State-owned Land Use
Rights by Agreement’’（協議出讓國有土地使用權規定）. According to this regulation, if there is only
one entity interested in using the land, the land use rights (excluding land use rights for business
purposes including commercial, tourism, entertainment and residential commodity properties) may be
assigned by way of agreement. If two or more entities are interested in the land use rights to be
assigned, such land use rights shall be granted by means of tender, auction or listing-for-sale.

According to the Notice of the Ministry of Land and Resources on Relevant Issues Concerning the
Strengthening of the Examination and Approval of Land Use in Urban Construction（關於加強城市建設

用地審查報批工作有關問題的通知）promulgated by the MLR on September 4, 2003, from the day of
issuance of the Notice, the assignment of land use rights for luxurious commodity houses shall be
stringently controlled, and applications for land use rights for villas are to be stopped. This Notice is no
longer valid according to the Announcement of the Ministry of Natural Resources on the Publication of
the First Batch of Obsolete or Invalid Catalogues of Normative Documents issued on June 26, 2019. On
May 30, 2006, the MLR issued the Urgent Notice on Rigorously Strengthening the Administration of
Land（關於當前進一步從嚴土地管理的緊急通知）. The Notice stated that land for property
development must be granted by competitive bidding, public auction or listing-for-sale; this Notice was
replaced by Circular of the General office of the State Council on Distributing, the Opinions of
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Departments Including the Ministry of Construction On Adjusting the Housing Supply Structure and
Stabilizing the Housing Price（國務院辦公廳轉發建設部等部門關於調整住房供應結構穩定住房價格意

見的通知）, but the rules prohibiting development projects for villas should be still strictly enforced.

Under the Urgent Notice of Rigorously Strengthening the Administration of the Land, the land
authority should rigidly execute the ‘‘Model Text of the State-owned Land-Use Rights Grant Contract’’
and ‘‘Model Text of the State-owned Land-Use Rights Grant Supplementary Agreement (for Trial
Implementation)’’ jointly promulgated by the MLR and the SAIC. The documents relating to the
assignment of land should specify the requirements for planning, construction and land use such as
relevant restrictions on the dwelling size and plot ratio, and the time limit for the commencement and
completion of construction. All these should be set forth in the contract for the assignment of the land.

On September 28, 2007 the MLR promulgated the Rules Regarding the Grant of State-Owned
Construction Land Use Rights by Way of Tender, Auction and Listing-for-sale（招標拍賣挂牌出讓國有

建設用地使用權規定）which came into force on November 1, 2007. The rules stipulate the legal basis,
principles, scope, procedures and legal liability arising from and in connection with the assignment of
State-owned land use rights by competitive bidding, public auction or listing for sale. The rules clearly
state that the grant of land for industrial use must also be by means of competitive bidding, public
auction or listing for sale.

The Measures on the Administration of Reserved Land（土地儲備管理辦法）, promulgated by the
MOF, the PBOC and the MLR on November 19, 2007, was replaced by the Administration of Reserved
Land (2018 Amendment) on January 3, 2018, define ‘‘reserved land’’ and stipulate the administrative,
regulatory and implementing procedures involved with the management, planning, allocation, use,
development, capital expenditure and supply of reserved land. Moreover, the measures make it clear that
land must be reserved in accordance with corresponding land programs or plans, and that in determining
land reserves priority must be given to land included in state inventories which is unused, unoccupied or
under utilized.

On May 23, 2012, the MLR and the NDRC jointly issued the Circular on the Distribution of the
Catalog for Restricted Land Use Projects (2012 Version) and the Catalog for Prohibited Land Use
Projects (2012 Version)（關於發布實施《限制用地項目目錄(2012年本）》和《禁止用地項目目錄(2012
年本) 》的通知). In accordance with the circular, the MLR and the NDRC have restricted the area of
land that may be granted by local governments for development of housing to seven hectares for small
cities and towns, 14 hectares for medium-sized cities and 20 hectares for large cities; projects for the
development of villas have been prohibited.

In November 2009, the MOF, the MLR, the PBOC, the PRC Ministry of Supervision and the PRC
National Audit Office jointly promulgated the Notice on Further Enhancing the Revenue and
Expenditure Control over Land Grants（關於進一步加強土地出讓收支管理的通知）. The Notice raises
the minimum down-payment for land premiums to 50% and requires the land premium to be fully paid
within one year after the signing of a contract for the assignment of land, subject to limited exceptions.
Any developer defaulting on any such payment may not participate in any new transactions of land
grant.

In March 2010, the MLR promulgated the Notification on Emphasizing Relevant Issues Relating to
the Supply and Supervision of Land for Real Estate Development（關於加強房地產用地供應和監管的

有關問題的通知) (the ‘‘Notification’’) which adopted measures to improve the regulation of land for
real estate development. These include measures to: improve the preparation and implementation of land
supply plans; guarantee the supply of land for subsidized community housing developments; improve
the regime of public tender, auction and listing-for-sale of land use rights; enhance the supervision on
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the use of land; disclose to the public information on the supply and assignment of land and the status
of the construction project on the land; and conduct special inspections on outstanding problems related
to land use.

Pursuant to the Notification, the administrative authorities for land and resources of cities and
counties shall establish a regime for developers to report the commencement and completion of
construction projects. Under such regime, the developer shall report in writing to the relevant
administrative authority for land and resources at the commencement and completion of the construction
project. The commencement and completion date of construction set forth in the agreements may be
postponed by reporting the reasons for the delay to the respective administrative authority for land and
resources no later than 15 days prior to such date. A developer who fails to report accordingly shall be
announced to the public and prohibited from participating in any new land grant transactions for a
minimum of one year. Additionally, land used for developing subsidized community housing and small-
to-medium-size self-use residential commodity housing, as well as for the redevelopment of run-down
and substandard housing shall account for not less than 70% of the total land supply for residential
property development. The lowest land premium for the assignment of land use rights shall not be lower
than 70% of the benchmark price for land of the same grade in the same locality, and the deposit for the
participation as a bidder for the land shall not be lower than 20% of the minimum land premium. The
contract for the assignment of land shall be executed in writing within ten days after the deal is reached,
the down payment of the land assignment price, which shall not be less than 50% of the full land
assignment price, shall be paid within one month after the contract for the assignment of land is
executed, and the land assignment price shall be paid in full no later than one year after the contract for
the assignment of land is executed. A property development enterprise that defaults on the payment of
the land premium, holds idle land, hoards or speculates in land, develops property on the land exceeding
its actual development capacity or defaults on the performance of the contract for the assignment of land
shall be banned from participating in any transactions for the assignment of land for a specified period.

The National People’s Congress adopted the PRC Property Rights Law（中華人民共和國物權法）
in March 2007, which became effective on October 1, 2007. On May 28, 2020, the Civil Code of the
PRC（《中華人民共和國民法典》）was promulgated by NPC and came into effect on January 1, 2021 and
replaced the Property Rights Law. According to the Civil Code of the PRC, when the term of the rights
to use construction land for residential (but not other) property purposes expires, it will be renewed
automatically. the Civil Code of the PRC further widens the scope of assets that can be mortgaged,
allowing for any asset associated with property rights to be mortgaged as collateral unless a specific
prohibition under another law or regulation applies.

(ii) Development of a property project

(a) Commencement of development with respect to a property project and idle land

Under the Urban Property Law, those who have obtained the land use rights by assignment must
develop the land in accordance with the use and period of commencement as prescribed by the contract
for the assignment of land. According to the Measures on Disposing Idle Land（閒置土地處置辦法）
promulgated by the MLR on April 28, 1999, and as amended on June 1, 2012 with effect from July 1,
2012, a parcel of land can be defined as idle land under any of the following circumstances:

(a) the development of and construction on the land have not begun within a period of one year
from the date stipulated in the land grant contract or in the ‘‘Approval Letter for Land
Allocation;’’ or
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(b) the development of and construction on the land has begun, but the area under construction is
less than one third of the total area to be developed or the invested amount is less than 25%
of the total amount of investment; and the development and construction have been
continuously suspended for more than one year.

The municipality or county-level municipality administrative authority shall, with regard to an
identified piece of idle land, give notice to the land user containing proposals on dealing with the idle
land, including, (1) extending the time period for development and construction (provided that it shall
not be longer than one year); (2) changing the use and planning conditions of the land, and require the
land user to fulfill the relevant procedures for the new use or planning; (3) arranging for temporary use
for a period not longer than two years; (4) reaching a buy-back agreement with the land user; (5)
arranging for replacement land for the land user if the delay of construction is due to planning changes
by the administrative authority or (6) other measures proposed and implemented by the municipality or
county-level administrative authority based on the particular situation.

With respect to land which is obtained by assignment and which is within the scope of city
planning, if the construction work has not commenced after one year as of the date stipulated in the
assignment contract, a fine for idle land equivalent to 20% of the assignment price may be imposed on
the land user. If the construction work has not commenced after two years, the right to use the land may
be forfeited to the State without any compensation. However, the above sanctions will not apply when
the delay in commencement of construction is caused by force majeure, non-performance by the
government, military control, preservation of cultural relics or other acts of government. On September
8, 2007, the MLR promulgated the Notice on Strengthening the Disposal of Idle Land（關於加大閒置土

地處置力度的通知）providing that the land subject to transfer shall be made ready for development
before its transfer. The notice also prescribed that the State-owned land use rights certificate shall not be
issued before the land grant premium has been paid in full, nor shall any certificate be issued separately
according to the ratio of part-payment of the land grant premium.

On January 3, 2008, the State Council promulgated the Circular on Conservation of Intensive Land
Use（關於促進節約集約用地的通知）(Guo Fa (2008) No. 3), which seeks to:

(a) Examine and adjust all ranges of site planning and land use standards in line with the
principle of economic and intensive land use. Project designs, construction and approval of
construction shall all be subject to stringent land use standards.

(b) Urge all localities to enforce policies for the disposal of idle land. Where a piece of land has
been idle for two full years and may be retrieved unconditionally as statutorily required, such
land shall be retrieved and arrangements for its use shall be made; where a piece of land has
been idle for one year but less than two years, an idle land charge valued at 20 percent of the
land assignment premium shall be levied on the land user.

(c) Vigorously guide the use of unused and abandoned land and encourage the development and
utilization of aboveground and underground space.

(d) Strictly implement the tender, auction and listing-for-sale regime for land intended for
industrial and business purposes. Where the total land premium is not paid in full in
compliance with contractual agreement, the land use certificate shall not be issued, nor shall
it be issued in proportion to the ratio between the paid-up land premium and the total land
premium.
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(e) Make reasonable arrangements on residential land and persist on banning land supply for real
estate development projects for villas. Strictly prohibit unauthorized conversion of
agricultural land into construction land.

(f) Strengthen supervision and inspection of intensive land use conservation.

(g) Discourage financial institutions from granting loans and providing finance to property
development enterprises whose real estate development project is less than one quarter
invested, occupies an area less than one third and/or was commenced over one year after the
project commencement date, in each case as stipulated in the contract for the assignment of
land.

(b) Planning of a property project

According to the Measures for Control and Administration of the Grant and Transfer of the Right
to Use Urban State-owned Land（城市國有土地使用權出讓轉讓規劃管理辦法）promulgated by the
MOC on December 4, 1992, implemented on January 1, 1993 and amended on January 26, 2011, after
signing the contract for the assignment of land use rights, a property development enterprise shall apply
for a project survey and a construction land planning permit from the city planning authority. After
obtaining a construction land planning permit, a property development enterprise shall organize the
necessary planning and design work in accordance with planning and design requirements and apply for
a construction works planning permit from the city planning authority.

The Urban and Rural Planning Law (城鄉規劃法), promulgated by the Standing Committee of the
National People’s Congress in October 2007, which became effective in January 2008, as amended on
October 23, 2014 and further amended on April 24, 2015 and on April 23, 2019, provides regulations
with respect to the formulation, implementation, modification, control, supervision and related legal
liability of measures aimed at curbing problems that may arise as a result of conflicts between city and
rural construction developments. The scope of the measures includes the planning, layout and
construction of cities, towns with administrative status, market towns and villages. In order to
effectively prevent construction that is in breach of rules and regulations, the Urban and Rural Planning
Law stipulates that where any construction project is commenced without obtaining Construction Land
Planning Permit, or where Construction Land Planning Permit has been obtained but construction has
proceeded not in accordance with that permit, the Urban and Rural Planning Department at the county
level or above may issue an order to cease construction. In the case that the construction can be
remedied to conform to the relevant planning rules, an order can be made to rectify the construction in a
prescribed period of time and a fine totaling between 5% to 10% of the total construction cost may be
imposed. Where the construction cannot conform to relevant planning rules, an order for its demolition
will be issued or, where demolition is not possible, the property and/or illegal income derived from the
property will be confiscated and a fine totaling 10% or less of the construction cost will be imposed.

On November 30, 2009, the Ministry of Housing and Urban-Rural Development and the Office of
the Leading Group for Addressing Problems Regarding Unauthorized Change of Planning and
Adjustment of the Floor Ratio in Real Estate Development under the Ministry of Supervision jointly
promulgated the Notification on Further Implementation of the Special Project to Address Problems
Regarding Unauthorized Changes to the Planning and Adjustment of the Floor Area Ratio ( 關於深入推

進房地產開發領域違規變更規劃調整容積率問題專項治理的通知）which re-emphasized the need to
rectify, investigate and punish property development enterprises which undertake any unauthorized
adjustment of the floor area ratio.
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(c) Construction of a property project

The Notice Regarding the Strengthening and Regulation of the Management of New Projects ( 關

於加強和規範新開工項目管理的通知）, promulgated by the General Office of the State Council on
November 17, 2007, strictly regulates the conditions for commencing investment projects, establishes a
mechanism for the coordination of government departments regarding new projects, and strengthens the
statistics and information management while intensifying the supervision and inspection of new projects.

(d) Completion of a property project

According to the Development Regulations and the Regulation on the Quality Management of
Construction Projects（建設工程質量管理條例）promulgated by State Council on January 30, 2000, and
as amended on October 7, 2017 and on April 23, 2019, the Interim Measures for Reporting Details
Regarding Acceptance Examination Upon Completion of Buildings and Municipal Infrastructure（房屋

建築工程和市政基礎設施工程竣工驗收備案管理暫行辦法）promulgated by the MOC in April 2000
and as amended and issued with the new name the Measures for Reporting Details Regarding
Acceptance Examination Upon Completion of Buildings and Municipal Infrastructure（房屋建築和市政

基礎設施工程竣工驗收備案管理辦法）on October 19, 2009, and the Provisions on Acceptance
Examination Upon Completion of Buildings and Municipal Infrastructure（房屋建築工程和市政基礎設

施工程竣工驗收規定）promulgated by the MOC on December 2, 2013, after the completion of
construction of a project, the property must undergo inspection and receive relevant approvals from local
authorities including planning bureaus and environmental protection authorities. Thereafter, the property
development enterprise shall apply for at the property development authority under the people’s
government at the county level or above for a certificate of completion. Once the examination has been
completed, a Record of Acceptance Examination upon Project Completion（項目竣工驗收報告）will be
issued.

E. Transfer and Sale of Property

(i) Transfer of property

According to the Urban Property Law and the ‘‘Provisions on Administration of Transfer of Urban
Property’’（城市房地產轉讓管理規定）promulgated by the MOC on August 7, 1995 and as amended on
August 15, 2001, a property owner may sell, bequeath or otherwise legally transfer property to another
person or legal entity. When transferring the title to a building, the ownership of the building and the
land use rights to the site on which the building is situated are transferred simultaneously. The parties to
a transfer shall enter into a property transfer contract in writing and register the transfer with the
property administration authority having jurisdiction over the location of the property within 90 days of
the execution of the transfer contract.

Where the land use rights were originally obtained by assignment, the real property may only be
transferred on the condition that: (a) the assignment price has been paid in full for the assignment of the
land use rights as provided by the contract for the assignment of the land and a land use rights
certificate has been obtained; (b) development has been carried out according to the contract for the
assignment of the land and, in the case of a project in which buildings are being developed,
development representing more than 25% of the total investment has been completed.

If the land use rights were originally obtained by assignment, the term of the land use rights after
transfer of the property shall be the remaining portion of the original term provided by the contract for
the assignment of the land after deducting the time that has been used by the former land user(s). In the
event the transferee intends to change the use of the land provided in the original contract for the
assignment of the land, consent shall first be obtained from the original grantor and the planning
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administration authority under the local government of the relevant city or county and an agreement to
amend the assignment contract or a new contract for the assignment of the land shall be signed in order
to, amongst other matters, adjust the land use rights assignment price accordingly.

If the land use rights were originally obtained by allocation, transfer of the real property shall be
subject to the approval of the government vested with the necessary approval power as required by the
State Council. Upon such approval, the transferee shall complete the formalities for transfer of the land
use rights, unless the relevant statutes require no transfer formalities, and pay the transfer price
according to the relevant statutes.

(ii) Sale of commodity buildings

Under the ‘‘Regulatory Measures on the Sale of Commodity Buildings’’（商品房銷售管理辦法）
promulgated by the MOC on April 4, 2001 and implemented on June 1, 2001, sale of commodity
buildings can include both pre-completion sales (pre-sale) and post-completion sales.

(a) Permit for Pre-sale of Commodity Buildings

According to the Development Regulations and the Measures for Administration of Pre-sale of
Commodity Buildings（城市商品房預售管理辦法）(the ‘‘Pre-sale Measures’’) promulgated by the MOC
on November 15, 1994 and as amended on August 15, 2001 and July 20, 2004, the pre-sale of
commodity buildings shall be subject to a licensing system, and a property development enterprise
intending to sell a commodity building before its completion shall register with the property
development authority of the relevant city or county to obtain a pre-sale permit. A commodity building
may be sold before completion only if: (a) the assignment price has been paid in full for the grant of the
land use rights involved and a land use rights certificate has been obtained; (b) a construction works
planning permit and construction works commencement permit have been obtained; (c) the funds
invested in the development of the commodity buildings put to pre-sale represent 25% or more of the
total investment in the project and the progress of works and the completion and delivery dates have
been ascertained; and (d) the pre-sale has been registered and a pre-sale permit has been obtained.

In addition, according to the Regulations on the Administration of Pre-sale of Commodity
Buildings of Guangdong Province（廣東省商品房預售管理條例）promulgated by the Standing
Committee of the Guangdong Provincial People’s Congress on July 29, 1998, as amended on October
14, 2000, July 23, 2010, and further amended on September 25, 2014 and the Notice on Adjusting the
Regulations on the Provision of Images Depicting the Progress of Construction of Pre-Sale Commodity
Building Projects in Guangdong Province（廣東省建設廳關於調整商品房預售項目工程形象進度條件

的通知）issued by Guangdong Provincial Construction Bureau in January 2001, the following conditions
shall be fulfilled for pre-sale of commodity buildings in Guangdong: (a) a real property development
qualification certificate and a Business License have been obtained; (b) the grant fees for land use rights
have been paid in accordance with the relevant provisions of the land administration department and the
land use rights certificate has been obtained; (c) a construction works planning permit and a construction
works commencement permit have been obtained, and the construction quality and safety monitoring
procedures have been performed; (d) the schedule for construction and the timetable for completion have
been determined; (e) the construction of the basic superstructure and the toping-out have been completed
in respect of properties of not more than seven stories (including seven stories), and at least two-thirds
of the basic superstructure has been completed in respect of properties of more than seven stories; (f) a
special property pre-sale account with a commercial bank in the place where the project is located has
been opened; (g) the pre-sale properties and the land use rights for the project are free from any third
party rights; and (h) other conditions regulated by laws and regulations.
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According to the Rules for the Transfer of Real Estate in the Shenzhen Special Economic Zone (
深圳經濟特區房地產轉讓條例）promulgated by the Standing Committee of the Shenzhen Municipal
Congress in July 1993 and amended in June 1999 and further amended on November 13, 2019, the
following conditions shall be fulfilled for the pre-sale of commodity buildings: (a) land use rights have
been lawfully registered and a real property certificate obtained; (b) a construction works planning
permit and a construction works commencement permit have been obtained; (c) the full assignment price
for the land use rights and at least 25 percent of the total project investment of the construction
development must have been paid and certified by an accountant; (d) the property development
enterprise and the financier must have signed an agreement to supervise the receipt of funds from pre-
sales; and (e) the land use rights must have not been mortgaged or where a mortgage did exist it must
have been discharged.

Pursuant to the Implementation Opinion in Respect of Enforcing the Administration of Presales of
Urban Commodity Properties（關於加強城市商品房預售管理的實施意見）promulgated by the
Construction Commission of Sichuan Province on March 10, 2000, the pre-sale of commodity property
in Sichuan Province shall comply with the following conditions: (a) all premiums for the assignment of
the land use rights (other than land supplied by way of allocation in accordance with the State laws)
must have been paid and the land use rights certificate must have been obtained; (b) a construction
works planning permit must have been obtained; (c) for a commodity property project with six stories or
less, construction of the foundation and basic superstructure must have been completed; for a non-
residential project with six stories or less and a commodity property project with six stories or more, the
construction of the foundation and the first story of the basic superstructure must have been completed;
and the foundation and the first six stories of the superstructure works of a project without a basement
must have been completed; and (d) the works schedule and date of completion delivery have been
determined.

According to the Tianjin City Administration Rules for Commodity Housing（天津市商品房管理

條例) promulgated on October 24, 2002 and effective from December 1, 2002 and amended on July 29,
2016 by the Standing Committee of the National People’s Congress of Tianjin Municipality, the sale of
commodity housing includes both pre-sales and post-completion sales. Property development enterprises
applying for a permit to sell commodity housing must comply with the following conditions: (a)
attainment of legal person status and the requisite class of qualifications for property development; (b)
possession of lawful rights to the use of state owned land; (c) examination and approval of an
investment plan for the construction of commodity housing or notification letter of filing for fixed asset
investment program of an enterprise, a construction engineering plan and a construction plan; (d)
payment of fees for the completion of basic installations in accordance with relevant laws; (e)
possession of copies of property management plans for which registration has been completed or signed
agreements for future property management arrangements; (f) certification from government departments
that the commodity housing building development has attained requisite image standards; (g) provision
of a timetable for the progress of construction and the completion date; and (h) provision of a sales plan.

According to the Regulations on Administration of Sales of Urban Commodity Buildings in
Jiangsu Province（江蘇省城市房地產交易管理條例）promulgated by the Standing Committee of Jiangsu
Provincial People’s Congress on February 5, 2002 and as amended on August 20, 2004 and March 28,
2018, the following conditions shall be fulfilled for the pre-sale of commodity buildings: (i) the
Business License for an enterprise as a legal person and a real property development qualification
certificate have been obtained; (ii) the assignment price for the relevant land use rights has been paid in
full and a land use rights certificate has been obtained; (iii) a construction works planning permit and a
construction works commencement permit have been obtained; (iv) the funds invested in the
development of commodity buildings put to presale represent 25% or more of the total investment in
the project and the works schedule and the completion and delivery dates have been determined.
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According to the Ten Measures of the Wuxi Municipal Government to Implement the State
Council’s Policies on Real Estate Regulation（無錫市政府出臺十條措施貫徹國務院房地產調控政策）
issued by the Office of the Wuxi Municipal Government which came into effect on February 21, 2011,
prior to commencing pre-sale of commodity homes, property developers must file relevant pricing
information with the local pricing authorities. Prices of pre-sale commodity homes must not be increased
within three months of such filing, and any proposed increase after such three-month period will be
subject to the re-filing of relevant pricing information. According to the Notice of the Opinion of the
People’s Government of Suzhou on Further Strengthening the Management of the Real Estate Market
Suzhou City（蘇州市人民政府印發關於進一步加強蘇州市區房地產市場管理的實施意見的通知）
promulgated by the People’s Government of Suzhou which came into effect on August 12, 2016,
applications by property developers for permits to pre-sell commodity houses must include the pre-sale
prices of such commodity houses, and such prices must be based on reasonable market conditions. Open
market, public sales of all commodity houses included in a pre-sale permit must commence within ten
days of the grant of such permit. For the first three months of pre-sale, prices of pre-sale commodity
houses must not exceed the prices submitted to the relevant housing authority at the time the pre-sale
permit was granted, and in the three months and nine months that follow, such prices must not increase
by more than 6% and 12%, respectively.

According to the Notice on Strengthening the Administration of Permits for the Pre-Sale of
Commodity Housing（關於加強商品房預售許可證管理有關問題的通知）, issued by the Beijing
Municipal Bureau of Land and Resources on June 18, 2004, the following materials must be presented
by a property development enterprise when applying for a pre-sale permit: (i) a Business License; (ii)
the requisite qualification certificates for the relevant class of property development enterprise; (iii) a
land use rights certificate; (iv) proof of full payment of the land transfer fee; (v) a construction works
planning permit issued by the planning authority as well as general layout plans for the project; (vi) a
construction works commencement permit; (vii) a copy of the construction contract; (viii) proof from the
receiving bank that the funds invested in the development of commodity buildings put to presale
represent 25% or more of the total investment in the project; (xix) a pre-sale program as well as building
plans for pre-sale commodity units; and (x) certification from a recognized entity that the project
complies with relevant standards (where applicable).

According to the Regulations on the Administration of Sales of Urban Commodity Buildings in
Yunnan Province（雲南省城市房地產開發交易管理條例）, issued by the Standing Committee of Yunnan
Province on September 22, 2000, revised on December 2, 2005 and as amended on May 28, 2010 and
amended on November 29, 2018, depending on the scale of a construction project, pre-sale permits are
issued by the relevant city or county construction administration authority. Funds received through pre-
sales must be used for the construction of the project.

(b) Supervision of pre-sale income of commodity buildings

According to the Pre-sale Measures, the income of a property development enterprise from the pre-
sale of commodity buildings must be used for the construction of the relevant project. The specific
measures for the supervision of the income from the pre-sale of commodity buildings shall be
formulated by the relevant property administration authorities.

(c) Conditions of the sale of post-completion commodity buildings

Under the regulatory Measures on the Sale of Commodity Buildings（商品房銷售管理辦法）,
commodity buildings may be put to post-completion sale only when the following preconditions have
been satisfied: (a) the property development enterprise shall have a Business License and a qualification
certificate of a property development enterprise; (b) the enterprise shall obtain a land use rights
certificate or other approval documents for land use; (c) the enterprise shall have the construction works
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planning permit and construction works commencement permit; (d) the building shall have been
completed, inspected and accepted as qualified; (e) the relocation of the original residents shall have
been completed; (f) the provision of essential facilities for supplying water, electricity, heating, gas,
communication, etc. shall have been made ready for use, and other essential utilities and public facilities
shall have been made ready for use, or a date for their construction and delivery shall have been
specified; (g) the property management plan shall have been completed.

Before the post-completion sale of a commodity building, a property development enterprise shall
submit the Property Development Project Manual and other documents evidencing the satisfaction of
preconditions for post-completion sale to the property development authority.

(d) Regulations on transactions of commodity buildings

According to the Development Regulations and the Pre-sale Measures, for the pre-sale of
commodity buildings, the developer shall sign a contract on the pre-sale of a commodity building with
the purchaser. The developer shall, within 30 days after signing the contract, apply for registration and
filing of the pre-sale commodity building with the relevant property administration authorities.

Pursuant to the Circular of the General Office of the State Council on Forwarding the Opinions of
the Ministry of Construction and other Departments on Stabilizing House Prices（國務院辦公廳轉發建

設部等部門關於做好穩定住房價格工作意見的通知）issued on May 9, 2005:

(a) A buyer of a pre-sold commodity building is prohibited from conducting any further transfer
of the commodity building before construction has been completed and a property ownership
certificate obtained. If there is a discrepancy in the name of the applicant for property
ownership and the name of the advance buyer in the pre-sale contract, the property
administration authorities shall not register the application for property ownership.

(b) A real name system is applied for each property purchase transaction and an immediate
archival filing network system is in place for pre-sale contracts of commodity buildings.

(iii) Mortgages of Property

Under the Urban Property Law, the Civil Code of the PRC, and the Measures on the
Administration of Mortgages of Property in Urban Areas（城市房地產抵押管理辦法）promulgated by
the MOC in May 1997 and as amended on August 15, 2001, when a mortgage is lawfully created on a
building, a mortgage shall be simultaneously created on the land use rights of the land on which the
building is situated. When the land use rights acquired through means of assignment are being
mortgaged, the buildings on the land shall be simultaneously mortgaged. The land use rights of town
and village enterprises cannot be mortgaged. When buildings owned by town and village enterprises are
mortgaged, the land use rights occupied by the buildings shall at the same time also be mortgaged. The
mortgagor and the mortgagee shall sign a mortgage contract in writing. Within 30 days after a property
mortgage contract is signed, the parties to the mortgage shall register the mortgage with the property
administration authorities at the location where the property is situated. A property mortgage contract
shall become effective on the date of registration of the mortgage. If a mortgage is created on property
in respect of which a house ownership certificate has been obtained, the registration authority shall make
an entry under the ‘‘third party rights’’ item on the original house ownership certificate and then issue a
Certificate of Third Party Rights to the mortgagee. If a mortgage is created on the commodity building
put to pre-sale or under construction, the registration authority shall record the details on the mortgage
contract. If construction of a real property is completed during the term of a mortgage, the parties
involved shall re-register the mortgage after the issuance of certificates evidencing the ownership of the
property.
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(iv) Leases of buildings

The Administrative Measures for Commodity House Leasing（商品房屋租賃管理辦法）(the
‘‘Leasing Measures’’), promulgated by the MOC on December 1, 2010, stipulate that the parties to a
housing tenancy shall go through requisite housing tenancy registration formalities with the competent
real estate authorities of the municipalities directly under the PRC central government, cities and
counties where the housing is located within 30 days after the housing tenancy contract is signed. The
relevant real estate authorities are authorized to impose a fine below RMB1,000 on individuals, and a
fine from RMB1,000 to RMB10,000 on other violators who are not natural persons and fail to comply
with the regulations within the specified time limit. The Leasing Measures came into effect as of
February 1, 2011 and replaced the Measures for Administration of Leases of Property in Urban Areas

（城市房屋租賃管理辦法）.

F. Property Credit

The PBOC issued the Circular on Further Strengthening the Management of Property Loans（關於

進一步加強房地產信貸業務管理的通知）on June 5, 2003 to specify the requirements for banks to
provide loans for the purposes of residential development, individual home mortgages and individual
commodity buildings as follows:

(a) Property loans by commercial banks to property development enterprises shall be granted
only in respect of a particular item of property development rather than to meet cash flow or
other financing demands. Loans of any kind must not be granted for projects which do not
obtain a land use rights certificate, construction land planning permit, construction works
planning permit and construction works commencement permit.

(b) Commercial banks shall not grant loans to property development enterprises to pay off land
premiums.

(c) Commercial banks may only provide housing loans to individual buyers when the main
structural buildings have been topped out. When a borrower applies for an individual home
loan for their first residential unit, the minimum first installment remains unchanged at 20%.
In respect of a loan application for any additional purchase of a residential unit(s), the
percentage of the first installment shall be increased.

Pursuant to the Guidance on Risk Management of Property Loans from Commercial Banks ( 商 業

銀行房地產貸款風險管理指引）issued by the CBRC on August 30, 2004, any property development
enterprise applying for property development loans shall have at least 35% of the capital required for the
development.

According to the Notice of the People’s Bank of China on the Adjustment of Commercial Bank
Housing Credit Policies and the Interest Rate of Excess Reserve Deposits（中國人民銀行關於調整商業

銀行住房信貸政策和超額準備金存款利率的通知）promulgated by the PBOC on March 16, 2005,
which took effect from March 17, 2005, in cities and areas where there has been a rapid increase in
house prices, the minimum first installment for individual house loans increased from 20% to 30%.
Commercial banks can independently determine the particular cities or areas under such adjustment
according to the specific situation in different cities or areas.

On May 24, 2006, the State Council issued the Opinions of the Ministry of Construction and other
Departments on Adjusting the Housing Supply Structure and Stabilizing Housing Prices（關於調整住房

供應結構穩定住房價格的意見）. The regulations relating to property credit are as follows:
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(a) Strict credit conditions shall be imposed on property development enterprises. In order to
suppress the ability of property development enterprises to store up land and housing
resources, commercial banks shall not provide loans to those property enterprises that fail to
meet loan conditions, such as having a project capital of less than 35%. For property
development enterprises that have large volumes of idle land and vacant commodity
buildings, the commercial banks shall, in light of the principle of prudential operations, be
stricter in controlling the renewal of loans or any form of revolving credit. The commercial
banks shall not accept any commodity building that has been idle for three or more years as
collateral for loans.

(b) From June 1, 2006, the minimum first installment for individual home loans shall not be
lower than 30%. However, considering the demands for housing by the medium and low-
income population, the purchase of owner occupied housing with a gross floor area of no
more than 90 square meters is still subject to the requirement to provide a deposit of 20%.

According to the Circular on Standardizing the Admittance and Administration of Foreign Capital
in the Property Market, foreign-invested property enterprises which have not paid up their registered
capital, failed to obtain a land use rights certificate, or which have less than 35% of the capital for the
project, will be prohibited from obtaining a loan in or outside China, and SAFE shall not approve the
registration of foreign loans from such enterprises.

On September 27, 2007, the PBOC and the CBRC issued the Notice on Strengthening the
Management of Commercial Real Estate Credit and Loans（關於加強商業性房地產信貸管理的通

知）(the ‘‘Notice’’). The Notice puts forward requirements for the purpose of strengthening processes for
loan management, including by means of credit checks, monitoring of real estate loans and risk
management, in respect of (i) real estate development, (ii) land reserves, (iii) housing consumption and
(iv) the purchase of commercial buildings.

Pursuant to the Notice, commercial banks shall not grant loans in any form, to (i) projects where
the capital funds (owner’s equity) constitutes less than 35%, or, projects without a land use rights
certificate, construction land planning permit, construction works planning permit and construction
works commencement permit; and (ii) property development enterprises that have been hoarding land
and housing resources, as detected and verified by land resources departments and construction
authorities. Furthermore, commercial banks are not permitted to accept commodity buildings with a
vacancy exceeding three years as collateral for a loan, and may not grant property development
enterprises any loans for the payment of relevant land assignment premiums.

In respect of loans for individual housing consumption, commercial banks are only permitted to
grant housing loans to individuals who purchase commodity buildings the construction of which have
reached the ‘‘topping out of the main structure’’ stage. Where an individual purchases his or her first
commodity apartment for self residence purpose, (i) of a construction area is below 90 square meters,
the minimum first installment shall be fixed at no less than 20%; and (ii) if the construction area is
above 90 square meters, the minimum first installment shall be fixed at no less than 30%. Where an
individual has purchased a commodity apartment by means of such loan and proceeds to purchase a
second (or more) home, the minimum first installment shall be no less than 40% and the interest rate
shall not be under 110% of the benchmark interest rate as announced by the PBOC during same period
and in same bracket. Further, the minimum first installment and the interest rate shall both rise with the
increase in the number of homes purchased, with the increased percentage rates to be determined by
commercial banks, at their own discretion, according to principles of loan risk management. However,
the monthly repayments for housing loans shall not exceed 50% of the individual borrower’s monthly
income.
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In respect of commercial building loans, commercial buildings purchased by loan shall be
buildings that have satisfied procedural requirements of completion inspection and acceptance. For such
purchase, the minimum first installment shall be no less than 50%, the loan term shall not exceed ten
years and the interest rate shall not be under 110% of the benchmark interest rate as announced by the
PBOC during the same period and in same bracket. Where a loan application is made in the name of a
‘‘commercial and residential building,’’ the minimum first installment shall be no less than 45% and the
loan term and interest rate shall be arranged according to relevant regulations.

The Supplemental Notice on Strengthening the Management of Commercial Real Estate Credit and
Loans（關於加強商業性房地產信貸管理的補充通知）(the ‘‘Supplemental Notice’’), jointly issued by the
PBOC and the CBRC and dated December 5, 2007, sets forth supplemental requirements in respect of
strengthening housing consumption loan management, mainly including the following:

(a) Assess the number(s) of housing loan with the borrower’s family as the basic calculation unit.

(b) Stipulate conditions under which the housing loan policy for first home buyers shall serve as
the referential basis for bank loans.

(c) Where a family that has already purchased a commodity apartment via housing provident
fund makes a housing-loan application to commercial banks, the requirements set forth in the
Notice shall be duly satisfied in accordance with the Notice.

As stipulated in the Supplemental Notice, in the event an applicant is found to have presented false
information and certifications, all commercial banks shall deem the loan application unacceptable.

Since the second quarter of 2008, the PRC government has implemented a series of policies
intended to strengthen and improve the sound development of the real estate market.

On May 26, 2008, the CBRC issued the Notice on Further Strengthening Risk Management in the
Provision of Credit to the Real Estate Market (Yin Jian Fa No. 42[2008])（關於進一步加強房地產行業

授信風險管理的通知）. To combat property development enterprises who (i) ‘‘falsify mortgages’’ by
using forged property sale contracts; (ii) process ‘‘falsified down payments’’ from borrowers by
accepting initial repayments in the pre-sale stage, paying for buyers in advance or by other means; or
(iii) mislead banks about decisions over the provision of loans by forging their sale performances or
house prices as well as other problems arising in the real estate market, the Notice requires each
commercial bank to:

(a) strictly follow the policies and conditions related to the provision of loans to individuals;

(b) improve the monitoring of the qualifications of borrowers;

(c) rigorously examine the enterprise credit ratings of property development enterprises; and

(d) upon discovering that a property development enterprise has engaged in the ‘‘falsification of
mortgages,’’ ‘‘falsification of down payments,’’ ‘‘forgery of house prices’’ or other such
behavior, terminate the individual housing loans or development loans extended to such
developer. Property development enterprises suspected of committing such crimes shall be
referred to the judicial organs for further investigation.
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On October 22, 2008, the People’s Bank of China issued the Circular on the Expansion of the
Downward Adjustment Range for Interest Rates of Commercial Individual Mortgage Loans and Related
Issues（中國人民銀行關於擴大商業性個人住房貸款利率下浮幅度等有關問題的通知）which decreased
the minimum first installment for residential property purchasers to 20% and reduced the minimum
mortgage loan rates for such purchases to 70% of the benchmark interest rate starting from October 27,
2008.

On December 20, 2008, the General Office of the State Council issued Several Opinions on
Promoting the Sound Development of the Real Estate Market（關於促進房地產市場健康發展的若干意

見）, which provides the following regarding loans for property businesses:

(a) The purchase of regular commodity houses for residential purposes is to be encouraged. In
addition to extending favorable interest rates and loan policies to first time buyers of
apartments for self-residential purposes, individuals with an existing home in which the per
person floor area is smaller than the local average may buy a second apartment for self
residential purposes under favorable loan terms similar to those that apply to first-time
buyers. If individuals purchase a second apartment or more for any other purpose, the interest
rate shall be determined according to potential risks by commercial banks and based on the
benchmark interest rate.

(b) The proper financing requirements for property development enterprises should be adhered
to. Commercial banks shall increase credit financing services available to ordinary
commercial housing construction projects, provide financial support and other related
services to property development enterprises engaged in merger and restructuring activities,
and support the approval of bond issuances by property development enterprises.

The State Council issued the Notice on Adjusting the Minimum Capital Requirement for Capital
Funding for Fixed Assets Investment（關於調整固定資產投資項目資本金比例的通知）on May 25,
2009, which provides for the reduction of the minimum capital requirement for affordable residential
housing projects and regular commodity residential houses from 35% to 20%, and for other property
projects to 30%. When providing credit finance support and services, financial institutions shall
determine, at their own discretion, whether to grant a loan and the amount of the loan having regard to
the minimum capital requirement as determined by the state.

On April 17, 2010, the State Council issued the Notice on Firmly Preventing Property Prices from
Increasing too rapidly in Certain Cities（國務院關於堅決遏制部分城市房價過快上漲的通知）, pursuant
to which the State Council raised the minimum first installment for second home purchases to 50% and
set a minimum 30% first installment on first homes with a GFA of more than 90 square meters. Further,
the notice also stipulates that interest rates for mortgage loans for second homes cannot be lower than
110% of PBOC benchmark lending rate; and Interest rates for mortgage loans and minimum first
installments for third or subsequent homes shall be increased substantially.

On September 29, 2010, the PBOC and the CBRC issued the Notice on Relevant Issues Relating to
the Improvement of Differential Housing Loan Policy（關於完善差別化住房信貸政策有關問題的通知）,
which, among other things:

(a) prohibits commercial banks from providing housing mortgages to any members of a family
unit purchasing their third or subsequent residential house or non-local residents who fail to
provide one year or longer worth of local tax payment certificates or social insurance
payment certificates;
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(b) prohibits commercial banks from granting or extending loans to property developers that
violate laws and regulations such as: (i) holding idle land; (ii) changing the land use; (iii)
delaying the commencement and completion of development; and (iv) intentionally holding
properties for future sale for the purpose of new property development;

(c) increases the minimum down payment to at least 30% of the purchase price of the property.

According to Notice of Individual Housing Loan Policies（關於個人住房貸款政策有關問題的通

知) promulgated joint by the PBOC, the MOHURD and the CBRC on March 30, 2015, where the
household of a resident who owns one home of which relevant housing loan has not been settled files a
new application for a commercial individual housing loan for purchasing an ordinary home to be used as
its owner’s residence for the purpose of improving its living conditions, the minimum first installment
for the second ordinary property is not less than 40%. Where the household of a worker who pays
housing provident fund contributions uses a housing provident fund commission loan to purchase the
first ordinary home to be used as its owner’s residence, the minimum first installment is 20%; where the
household of a worker who owns one home of which relevant housing loan has been settled files a new
application for a housing provident fund commission loan for purchasing an ordinary home to be used as
its owner’s residence for the purpose of improving its living conditions, the minimum first installment is
30%.

G. Insurance of a Property Project

There are no mandatory provisions in PRC laws, regulations and government rules which require a
property development enterprise to take out insurance policies for its property projects. However, PRC
commercial banks may require the property development enterprise to purchase insurance if the
commercial bank intends to grant a development loan to the property development enterprise.

H. Environmental Protection

Pursuant to the requirements of relevant laws and regulations such as the Appraisal Measures for
the Impact on the Environment of the PRC（中華人民共和國環境影響評價法）implemented by the
Standing Committee of the National People’s Congress in September 2003, and amended on July 2,
2016, with effect from September 1, 2016 and further amended on December 29, 2018, and the
Regulations Governing Environmental Protection of Construction Projects（建設項目環境保護管理條

例）implemented by the State Council in November 1998 and amended on July 16, 2017 with effect
from October 1, 2017, property development enterprises and construction enterprises must carry out an
appraisal of the impact the construction project will have on the environment. The relevant project shall
not commence until approval is obtained from the supervisory body for environmental protection. While
the project is in progress, the developer should also comply with the appraisal documents relating to the
impact on the environment and implement the environmental protection measures set out in the opinion
of the supervisory body for environmental protection. Such measures must be incorporated into the
design, construction and operation of the general construction. Upon completion of the project, the
developer should apply to the supervisory body for environmental protection for the inspection and
acceptance of the completed environmental protection facilities. Only those projects that have been
inspected and accepted may go into operation or be available for use.

Pursuant to the Administrative Regulations for the Environmental Protection of Construction
Projects（建設項目環境保護管理條例）promulgated by the State Council on November 29, 1998 which
took effect from the same day, and amended on July 16, 2017 with effect from October 1, 2017 and the
Administrative Measures for the Examination and Approval of Environmental Protection Facilities of
Construction Projects ( 建設項目竣工環境保護驗收管理辦法）promulgated by Ministry of
Environmental Protection of the PRC（中華人民共和國環境保護部）on December 27, 2001 which took
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effect from February 1, 2002 and was revised on December 22, 2010, and the Law of the People’s
Republic of China on Evaluation of Environmental Effects（中華人民共和國環境影響評價法）
promulgated by the Standing Committee of the National People’s Congress on October 28, 2002 which
took effect from September 1, 2003 and amended on July 2, 2016 with effect from September 1, 2016,
enterprises are required to engage institutions with corresponding environmental impact assessment
qualifications to provide environmental impact assessment services and reports for submission to the
competent environmental protection administrative authorities. Construction work may only be
commenced after such an assessment is submitted to and approved by the environmental protection
administrative authority. The construction of pollution prevention and control facilities in a construction
project must be designed, constructed and commenced simultaneously with the main facility. Provisions
on the Graded Examination and Approval of Environmental Impact Assessment Documents of
Construction Projects（建設項目環境影響評價文件分級審批規定）promulgated by the Ministry of
Environmental Protection of the PRC, which took effect from March 1, 2009 further classified the
construction projects whose environmental impact assessment shall be submitted to and approved by the
Ministry of Environment and its local counterparts at provincial level. For those approvals made by
lower environmental authorities in respect of construction projects that should have been submitted for
approval to a higher competent environmental authority, the higher competent authority may revoke the
approval made by such lower authority.

I. Construction Safety

Under relevant laws and regulations such as the Laws for Safe Production in the PRC（中華人民共

和國安全生產法）promulgated by the Standing Committee of the National People’s Congress in
November 2002 and as amended on August 27, 2009 and August 31, 2014, which took effect from
December 1, 2014, and the Regulations of the Construction Safety of Shenzhen Special Economic Zone

（深圳經濟特區建設工程施工安全條例）promulgated by the Standing Committee of the People’s
Congress of Shenzhen in February 13, 1998 and amended on June 25, 2004 and on November 13,
2019, the property development enterprise should apply to the supervisory department on safety for the
registration of supervision for work safety in construction before the commencement of construction.
Constructions without such registration will not be granted a construction works commencement permit
by the supervisory body. Contractors for the construction should establish the objectives and measures
for work safety and improve the working environment and conditions of workers in a planned and
systematic way. A work safety protection scheme should also be set up to carry out the work safety job
responsibility system. At the same time, contractors should adopt corresponding site work safety
protective measures according to the work protection requirements in different construction stages and
such measures shall comply with the labor safety and hygiene standards of the State.

Under the Construction Law of the People’s Republic of China（中華人民共和國建築法）
promulgated by the Standing Committee of the National People’s Congress on November 1, 1997 and
as amended on April 22, 2011 and on April 23, 2019, 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.

J. Major Taxes Applicable to Property Development Enterprises

(i) Income tax

According to the Income Tax Law of The People’s Republic of China for Foreign-invested
Enterprises and Foreign Enterprises（中華人民共和國外商投資企業和外國企業所得稅法）which was
promulgated by National People’s Congress on April 9, 1991 and implemented on July 1, 1991 and its
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detailed rules promulgated by State Council on June 30, 1991, the income tax on enterprises with
foreign investment was computed on the taxable income at the rate of 30%, and local income tax was
computed on the taxable income at the rate of 3%.

Pursuant to the Provisional Regulations of the People’s Republic of China on Enterprise Income
Tax（中華人民共和國企業所得稅暫行條例）issued by the State Council on December 13, 1993 and
enforced on January 1, 1994 and the Detailed Implementation Rules on the Provisional Regulations of
The People’s Republic of China on Enterprise Income Tax（中華人民共和國企業所得稅暫行條例實施

細則) issued by the MOF on February 4, 1994, the income tax rate applicable to Chinese enterprises
other than foreign-invested enterprises and foreign enterprises was 33%.

According to the PRC Enterprise Income Tax Law（中華人民共和國企業所得稅法）enacted by the
National People’s Congress on March 16, 2007 and enforced from January 1, 2008 and amended on
February 24, 2017 and December 29, 2018, a unified income tax rate of 25% is applied towards foreign
investment and foreign enterprises which have set up institutions or facilities in the PRC as well as PRC
enterprises. The Income Tax Law of The People’s Republic of China for Foreign-invested Enterprises
and Foreign Enterprises（中華人民共和國外商投資企業和外商企業所得稅法）and the Provisional
Regulations of the People’s Republic of China on Enterprise Income Tax（中華人民共和國企業所得稅

暫行條例) and the Detailed Implementation Rules on the Provisional Regulations of The People’s
Republic of China on Enterprise Income Tax（中華人民共和國企業所得稅暫行條例實施細則）were
thereby annulled.

The EIT Law also provides a five-year transition period starting from its effective date for those
enterprises which were established before the promulgation date of the new tax law and which were
entitled to a preferential lower income tax rate under the then effective tax laws or regulations. The
income tax rate of such enterprises will gradually be transiting to the uniform tax rate within the
transition period in accordance with implementing rules issued by the State Council. On December 26,
2007, the State Council issued the Circular to Implement the Transition Preferential Policies for the
Enterprise Income Tax（關於實施企業所得稅過渡優惠政策的通知）, under which, for those enterprises
then entitled to a preferential income tax rate of 15% and established before March 16, 2007, the
transition income tax rate should be 18%, 20%, 22%, 24% and 25% in 2008, 2009, 2010, 2011 and
2012, respectively.

Under the EIT Law, enterprises established outside of China whose ‘‘de facto management bodies’’
are located in China are considered ‘‘resident enterprises’’ and will generally be subject to the unified
25% enterprise income tax rate as to their global income.

According to the Implementation Rules of the PRC on the Enterprise Income Tax Law（中華人民

共和國企業所得稅法實施條例）promulgated by the State Council on December 6, 2007 which became
effective from January 1, 2008, a reduced income tax rate of 10% is applicable to any dividends payable
to non-PRC enterprise investors from FIEs.

According to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion（內

地和香港特別行政區關於對所得避免雙重徵稅和防止偷漏稅的安排）signed on August 21, 2006, or the
Avoidance of Double Taxation Agreement, dividend payments to shareholders in Hong Kong would be
withheld at a rate of 5% if their investment ratio in invested entities in China is above 25%, or 10% if
their investment ratio in invested entities in China is below 25% and certain other conditions are met.
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(ii) Business tax

Pursuant to the Interim Regulations of the People’s Republic of China on Business Tax (中華人民

共和國營業稅暫行條例）promulgated by the State Council on December 13, 1993, amended on
November 5, 2008, and implemented on January 1, 2009, and the Detailed Implementation Rules on the
Provisional Regulations of The People’s Republic of China on Business Tax（中華人民共和國營業稅暫

行條例實施細則）issued by the MOF on December 25, 1993 and amended and implemented on January
1, 2009 and on November 1, 2011 respectively, the tax rate applicable to the transfer of real properties,
their superstructures and attachments is 5%. The aforesaid Interim Regulations of The People’s Republic
of China on Business Tax and the Detailed Implementation Rules on the Provisional Regulations of The
People’s Republic of China on Business Tax were abolished as of November 19, 2017.

In accordance with Notice on the Adjustment of Business Tax for the Transfer of Individual
Homes（關於調整個人住房轉讓營業稅政策的通知）promulgated by the MOF and the SAT on March
30, 2015, and took effect from March 31, 2015, individuals who purchased their house for self-
residential purposes may, two or more years after the purchase, resell their house without paying
business tax. Individuals who have owned their self-residential house for less than two years shall pay
business tax on the full sale price. Individuals who have purchased their house for any purpose other
than self-residential shall, if they have owned it for two years or more, pay business tax on the net
profit.

(iii) Land appreciation tax

According to the requirements of the Provisional Regulations of The People’s Republic of China
on Land Appreciation Tax（中華人民共和國土地增值稅暫行條例）(the ‘‘Land Appreciation Tax
Provisional Regulations’’) which were promulgated on December 13, 1993 and came into effect on
January 1, 1994 and amended on January 8, 2011, and the Detailed Implementation Rules on the
Provisional Regulations of the People’s Republic of China on Land Appreciation Tax（中華人民共和國

土地增值稅暫行條例實施細則）(the ‘‘Land Appreciation Tax Detailed Implementation Rules’’) which
were promulgated and came into effect on January 27, 1995, any capital-gain from a transfer of property
shall be subject to land appreciation tax. Land appreciation tax shall be charged at four levels of
progressive rates: 30% for the appreciation amount not exceeding 50% of the sum of deductible items;
40% for the appreciation amount exceeding 50% but not exceeding 100% of the sum of deductible
items; 50% for the appreciation amount exceeding 100% but not exceeding 200% of the sum of
deductible items; and 60% for the appreciation amount exceeding 200% of the sum of deductible items.
Deductible items include the following:

(a) amount paid for obtaining the land use rights;

(b) costs and expenses for the development of the land;

(c) costs and expenses of new buildings and ancillary facilities, or estimated prices of old
buildings and constructions;

(d) related tax payable for the transfer of property; and

(e) other deductible items as specified by the MOF.

After the issuance of the Land Appreciation Tax Provisional Regulations and the Land
Appreciation Tax Detailed Implementation Rules, due to the longer period for property development
and transfer, many districts, while they were implementing the regulations and rules, did not require
property development enterprises to declare and pay the land appreciation tax. Accordingly, the MOF,
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the SAT, the MOC and the MLR separately and jointly issued several notices to restate the following:
after the land grant contracts are signed, the taxpayers should declare the tax to the local tax authorities
where the property is located, and pay land appreciation tax in accordance with the amount as calculated
by the tax authority. For those who fail to acquire proof of payment or exemption from land
appreciation tax from the tax authorities, the property administration authority shall not process the
relevant title change procedures, and shall not issue the property title certificate.

The SAT also issued the Notice on the Strict Handling of the Administration of the Collection of
Land Appreciation Tax（關於認真做好土地增值稅徵收管理工作的通知）on July 10, 2002 to request
local tax authorities to: modify the management system of land appreciation tax collection; build up a
sound taxpaying declaration system for land appreciation tax; and modify the methods of pre-levying tax
for the pre-sale of properties. The Notice also pointed out that for property development contracts which
were signed before January 1, 1994 or where the project proposal has been approved and capital was
injected for development, the policy for exemption from land appreciation tax exemption for properties
that are transferred for the first time is no longer in effect and the tax shall be levied again. This
requirement is restated in the Notice on Strengthening of Administration of the Collection of Land
Appreciation Tax（關於加強土地增值稅管理工作的通知）and the Notice on Further Strengthening the
Administration of the Collection of Land Appreciation Tax and Land Use Tax in Cities and Towns（關

於進一步加強城鎮土地使用稅和土地增值稅徵收管理工作的通知）issued on August 2, 2004 and
August 5, 2004, respectively, by SAT. These two Notices also required that system for the declaration
of land appreciation tax and the registration of the sources of the land appreciation tax should be further
improved.

The MOF and the SAT issued the Notice on Several Points on Land Appreciation Tax（關於土地

增值稅若干問題的通知）issued on March 2, 2006 and amended on February 2, 2015 clarifies relevant
issues regarding land appreciation tax as follows:

(a) Standards for the transfer of ordinary standard residential houses. Where any development
project includes ordinary residential houses as well as other commercial houses, the amount
of land appreciation shall be verified for both commercial and residential houses,
respectively. No adjustment shall be retroactively made to any application for tax exemption
for ordinary standard residential houses that were filed with the tax authority at the locality
of the property prior to March 2, 2006, especially for ordinary standard residential houses
which had been exempted from land appreciation tax as according to standards determined by
the people’s government of a province, autonomous region or municipality directly under the
Central Government.

(b) Standards for the collection and settlement of land appreciation tax:

(i) All regions shall decide the advance collection rate in a scientific and reasonable
manner, and adjust it at a proper time according to the value of the property as well as
the market development level within the region and on the basis of the specific housing
categories, namely, ordinary standard residential houses, non-ordinary standard
residential houses and commercial houses. After a project is completed, the relevant
settlement shall be handled in a timely manner, with any overpayment refunded or any
underpayment being made up.

(ii) As to any tax that fails to be collected in advance within the advance collection term,
overdue fines shall be collected as of the day following the expiration of the prescribed
advance collection term according to the provisions of relevant tax collection and
administration law.
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(iii) As to any property project that has been completed and has gone through the
acceptance procedure, where the floor area of the property as transferred makes up 85%
or more of the saleable floor area, the tax authority may require the relevant taxpayer to
settle its land appreciation tax obligation for the transferred property according to the
proportion between the income as generated from the transfer of property and the
amount under the item of deduction. The specific method of settlement shall be
prescribed by the local tax authority of a province, autonomous region or municipality
directly under the Central Government, or a city under separate state planning.

(iv) As to any investment that uses land (property) as payment for the purchase of shares,
where an enterprise involved in the investment engages in property development or
where any other property development enterprise invests in commercial houses it itself
builds, it shall not be governed by the regulation of the interim exemption of land
appreciation tax when the property (land) is transferred to the enterprise.

On December 28, 2006, the SAT issued the Notice on the Administration of the Settlement of
Land Appreciation Tax of Property Development Enterprises（國家稅務總局關於房地產開發企業土地

增值稅清算管理有關問題的通知）which came into effect on February 1, 2007 and was later amended
on July 7, 2016 and June 15, 2018.

Pursuant to the Notice, a property development enterprise shall settle and clear the LAT payment
of its development projects that meet certain criteria with the tax authorities in accordance with the
applicable LAT rates. The LAT shall be settled for projects approved by the competent authorities; and
for projects developed in different stages, the LAT shall be settled in stages. LAT must be settled if (i)
the property development project has been completed and fully sold; (ii) the property development
enterprise transfers the whole uncompleted development project; or (iii) the land use rights with respect
to the project are transferred. In addition, the relevant tax authorities may require the property
development enterprise to settle the LAT if any of the following criteria is met: (i) for completed
property development projects, the transferred GFA represents more than 85% of total salable GFA, or
the proportion represented is less than 85%, but the remaining salable GFA has been leased out or used
by the property development enterprise; (ii) the project has not been completed sold more than three
years after obtaining the sale permit or pre-sale permit; (iii) the property development enterprise applies
for cancelation of the tax registration without having settled the relevant LAT; or (iv) other conditions
stipulated by the tax authorities.

The Notice also indicated that if any of the following circumstances applies to a property
development enterprise, the tax authorities shall levy and collect LAT as per a levying rate no lower
than the pre-payment rate with reference to the bearing rate of LAT of local enterprises with a similar
development scale and income level: (i) failure to maintain account books required by law or
administrative regulation; (ii) destroying account books without authorization or refusing to provide
taxation information; (iii) the accounts have not been properly maintained or cost materials, income
vouchers and cost vouchers are damaged and incomplete, making it difficult to determine transferred
income or the amount of deductible items; (iv) failure to go through LAT settlement within the
prescribed period, and such failure is not cured within the period required by the relevant tax authorities;
(v) the basis for tax calculation as submitted is obviously low without justifiable cause. Local provincial
tax authorities can formulate their own implementation rules according to the notice and the local
situation.

On May 12, 2009, the SAT issued the Administrative Rules for the Settlement of Land
Appreciation Tax（土地增值稅清算管理規程）(the ‘‘Settlement Rules’’), which became effective on June
1, 2009 and was later amended on July 7, 2016. The Settlement Rules reiterated the circumstances under
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which the LAT must be settled, the criteria that are to be met for relevant tax authorities to require the
settlement of LAT and the circumstances under which the tax authorities shall levy and collect LAT as
prescribed by the Notice. The Settlement Rules further stipulate detailed procedures for the examination
and verification of the settlement of LAT to be carried out by relevant tax authorities.

On May 19, 2010, the State Administration of Taxation issued the Circular on Relevant Issues of
the Settlement of Land Appreciation Tax（國家稅務總局關於土地增值稅清算有關問題的通知）, which
details relevant issues concerning income verification about the settlement of land appreciation tax, and
the calculation of applicable exemption under certain circumstances.

On May 25, 2010, the State Administration of Taxation promulgated the Notice on Strengthening
the Collection of Land Appreciation Tax（國家稅務總局關於加強土地增值稅徵管工作的通知）and
imposed further requirements on the collection of LAT. This notice provides that, except for
indemnificatory housing, the minimum LAT prepayment rate shall be no less than 2% for properties in
the eastern region of the PRC, no less than 1.5% for properties in the central or northeast region of the
PRC and no less than 1% for properties in the western region of the PRC. The LAT prepayment rates
will be determined by the local authorities based on the different types of properties in the locality.

In accordance with the Notice from Shenzhen Local Taxation Bureau in respect of Adjustment
regarding the Advanced Levy and Collection Rate of Land Appreciation Tax（深圳市地方稅務局關於調

整我市土地增值稅預徵率的公告）, the deemed rate of LAT is 2% for common housing, 4% for villas
and 3% for all other types of properties.

In Sichuan, the levy and collection of LAT is governed by the ‘‘Sichuan Local Tax Administration
Provisional Regulations on the Levy and Collection of Land Appreciation Tax’’（四川省地方稅務局土地

增值稅徵收管理暫行規定）promulgated on October 16, 1995 and as amended on June 30, 2010. In
accordance with the provisional regulations, a person who is engaged in the development and sale of
property must pay LAT in advance. LAT shall be levied and collected in advance on income connected
with the transfer of properties prior to their completion. Within 90 days of settling accounts after the
completion of project, property development enterprises must submit an audit report to the taxation
bureau. Upon verification by the taxation bureau of the amount of LAT already paid, a supplemental
payment or a partial refund of LAT may be applicable.

According to the ‘‘Tianjin Taxation Bureau Notice on policy concerning Land Appreciation
Tax’’（天津市地方稅務局關於土地增值稅相關政策的公告）promulgated on November 28, 2016, in
respect of commodity houses, the rate of LAT is based on different sales prices to restrict the
development of high- level houses. A rate of 2% applies to the properties priced at less than or equal to
RMB20,000 per square meter, a rate of 3% applies to the properties priced from RMB20,000 to
RMB30,000 per square meter, and a rate of 5% applies to properties priced higher than RMB30,000 per
square meter.

The Notice on the Administration of the Levy and Collection of Land Appreciation Tax（關於土地

增值稅徵收管理有關問題的通知）, promulgated by the Beijing Local Taxation Bureau on December 19,
2006, states that as of January 1, 2007 and amended on September 26, 2011 and September 27, 2017,
the contents that LAT at the flat rate of 1% shall be pre-collected in respect of all revenue received by a
property development enterprise from pre-sales and sales of commodity buildings, unless such
commodity buildings are government approved low cost housing or fixed price housing has been
canceled.
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According to the Notice on Strengthening the Administration of the Levy and Collection of Land
Appreciation Tax（關於進一步加強土地增值稅徵收管理有關問題的通知）issued by the Yunnan
Provincial Tax Bureau on August 25, 2005 and amended on June 15, 2018, a pilot program for the pre-
collection of LAT in Kunming, Zhaotong, Qujing, Wenshan, Chuxiong, Dali, Baoshan and Lincang
commenced on July 1, 2005. Ordinary houses are subject to LAT at a rate between 0.5% and 1%; office
buildings, commercial spaces, villas, holiday resorts, high-end apartments and other such commodity
buildings are subject to LAT at a rate between 1% and 2%; the transfer of land use rights over land for
development is subject to LAT at a rate between 1.5% and 3%. Upon the completion of the construction
and sales of a particular project, the property development enterprise must apply to the relevant local
taxation bureau for a settlement of LAT, at which stage the developer will be liable to pay any amount
of outstanding LAT or, as the case may be, entitled to a refund of excess LAT.

On October 22, 2008, the MOF and the SAT issued the Circular on Taxation Policy Adjustment
Concerning Real Estate Trading（關於調整房地產交易環節稅收政策的通知）and amended on
September 29, 2010 and temporarily exempted the LAT for individuals selling houses starting from
November 1, 2008.

(iv) Deed tax

Pursuant to the Interim Regulations of the People’s Republic of China on Deed Tax（中華人民共

和國 契 稅 暫 行 條 例) promulgated by the State Council on July 7, 1997 and implemented on October
1, 1997 and amended on March 2, 2019, the transferee, whether an individual or otherwise, of the title
to a land site or building in the PRC shall be subject to the payment of deed tax. The rate of deed tax is
3% to 5%. The governments of provinces, autonomous regions and municipalities directly under the
central government may, within the aforesaid range, determine their effective tax rates. Pursuant to the
Implementation Provisions on Deed Tax in Guangdong Province（廣東省契稅實施辦法）promulgated by
the People’s Government of Guangdong on June 10, 1998, effective on October 1, 1997, the rate of deed
tax within Guangdong is 3%. Pursuant to the Circular on the Adjustment of the Deed Tax Rate（關於調

整契稅稅率的通告）promulgated by the Chengdu Financial Bureau and the Chengdu Local Tax Bureau
on June 30, 1999, the deed tax rate for Chengdu is 3%. Pursuant to the Tianjin City Implementation
Rules on Deed Tax（天津市契稅徵收實施辦法）promulgated by the Tianjin Municipal Government on
October 1, 1997, the deed tax rate for Tianjin is 3%. Pursuant to the Implementation Rules of the
Interim Regulations of the People’s Republic of China on Deed Tax（江蘇省實施《中華人民共和國契

稅暫 行 條 例 》 辦 法) promulgated by the People’s Government of Jiangsu Province on November 20,
1998 and amended on March 20, 2008, the deed tax rate for Yixing City is 3%. According to the
Beijing Administrative Rules on Deed Tax（北京市契稅管理規定）, issued by the Beijing Municipal
Government on June 27, 2002 and amended on November 27, 2010, a 3% deed tax applies in Beijing.
According to the Administrative Rules on Deed Tax in Yunnan Province（雲南省契稅實施辦法）,
promulgated by the People’s Government of Yunnan Province on May 18, 1998 and amended on
November 29, 2010 and amended on August 1, 2015, a 3% deed tax is applicable in Yunnan Province.

On September 29, 2010, the Ministry of Finance, the SAT and the MOHURD issued the Notice of
Deed Tax on the Adjustment of Real Estate Transactions and Personal Income Tax Preferential Policies

（財政部、國家稅務總局、住房和城鄉建設部關於調整房地產交易環節契稅個人所得稅優惠政策的通

知), which provides that: (1) first time home buyers who purchase an ordinary residence that is the
family’s sole property may receive a fifty percent discount on applicable deed tax; deed tax is reduced to
1% for first time buyers who purchase an ordinary residence with less than 90 square meter floor area
which is the family’s sole property, and (2) tax payers who, within a single twelve month period,
purchased and sold a self-owned residential property and then purchased another residential property
shall not be eligible for any reduction of exemption of individual income tax.
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(v) Urban land use tax

Pursuant to the Provisional Regulations of the People’s Republic of China Governing Land Use
Tax in Urban Areas（中華人民共和國城鎮土地使用稅暫行條例）promulgated by the State Council on
September 27, 1988, implemented on November 1, 1988 and amended on December 31, 2006 and
amended on January 1, 2007 and March 2, 2019, land use tax in respect of urban land is levied
according to the area of relevant land. As of December 7, 2013, the annual tax on every square meter of
urban land collected from foreign-invested enterprises shall be between RMB0.6 and RMB30.0.

(vi) Buildings tax

Under the Interim Regulations of the People’s Republic of China on Building Tax（中華人民共和

國房地產稅暫行條例）promulgated by the State Council on September 15, 1986 and implemented on
October 1, 1986 and as amended on January 8, 2011, building tax shall be levied at 1.2% if it is
calculated on the basis of the residual value of a building, and 12% if it is calculated on the basis of the
rental payments for lease of the building.

According to the Circular Concerning the Levy of Building Tax on Foreign Enterprises and
Foreigners（關於對外資企業及外籍個人徵收房產稅有關問題的通知）promulgated by the Ministry of
Finance on January 12, 2009, and the Circular Concerning the Implementation of the Levy of Building
Tax on Foreign-Invested Enterprise and Foreign Individuals（關於做好外資企業及外籍個人房產稅徵管

工作的通知）issued by the SAT on January 6, 2009, from January 1, 2009, domestic and foreign-
invested enterprises and foreign individuals will all be subject to the Interim Regulations of the People’s
Republic of China on Building Tax.

On January 27, 2011, the governments of Shanghai and Chongqing issued their respective
measures for implementing pilot property tax schemes, which became effective on January 28, 2011.

(vii) Stamp duty

Under the Interim Regulations of the People’s Republic of China on Stamp Duty（中華人民共和國

印花稅暫行條例) promulgated by the State Council on August 6, 1988 and implemented on October 1,
1988 and amended on January 8, 2011, for property transfer instruments, including those in respect of
property ownership transfer, the stamp duty rate shall be 0.05% of the amount stated therein; for permits
and certificates relating to rights, including property title certificates and land use rights certificates,
stamp duty shall be levied on an item basis of RMB5 per item.

On October 22, 2008, the MOF and the SAT issued the Circular on Taxation Policy Adjustment
Concerning Real Estate Trading（關於調整房地產交易環節稅收政策的通知）and amended on
September 29, 2010 and temporarily exempted stamp duty for individuals selling or buying houses
starting from November 1, 2008.

(viii) Municipal maintenance tax

Under the Interim Regulations of the People’s Republic of China on Municipal Maintenance Tax
（中華人民共和國城市維護建設稅暫行條例）promulgated by the State Council on February 8, 1985 and
amended on January 8, 2011, any taxpayer, whether an individual or otherwise, of consumption tax,
value-added tax or business tax shall be required to pay municipal maintenance tax. The tax rate shall be
7% for a taxpayer whose domicile is in an urban area, 5% for a taxpayer whose domicile is in a county
or a town, and 1% for a taxpayer whose domicile is not in any urban area or county or town. According
to the Notice on Unifying the Municipal Maintenance Tax and Education Surcharge System of Domestic
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Enterprises, Foreign-Invested Enterprises and Individuals（關於統一內外資企業和個人城市維護建設稅

和教育附加制度的通知）issued by the State Council on October 18, 2010, the municipal maintenance
tax will become applicable to foreign-invested enterprises as of December 1, 2010.

(ix) Education surcharge

Under the Interim Provisions on the Imposition of the Education Surcharge（徵收教育費附加的暫

行規定）promulgated by the State Council on April 28, 1986 and as amended on June 7, 1990 and
August 20, 2005 and amended on January 8, 2011, a taxpayer, whether an individual or otherwise, of
consumption tax, value-added tax or business tax shall pay an education surcharge, unless such taxpayer
is instead required to pay a rural area education surcharge as provided by the Notice of the State
Council on Raising Funds for Schools in Rural Areas（國務院關於籌措農村學校辦學經費的通知）.
According to the Notice on Unifying the Municipal Maintenance Tax and Education Surcharge System
of Domestic Enterprises, Foreign-Invested Enterprises and Individuals（關於統一內外資企業和個人城市

維護建設稅和教育附加制度的通知）as issued by the State Council on October 18, 2010, the education
surcharge will become applicable to foreign-invested enterprises as of December 1, 2010.

K. Measures on Stabilizing Housing Price

The General Office of the State Council promulgated the Circular on Duly Stabilizing the Prices of
Residential Properties（關於切實穩定住房價格的通知）on March 26, 2005, requiring measures to be
taken to restrain housing prices from increasing too fast and to promote the healthy development of the
property market. On April 30, 2005, the General Office of the State Council issued the Opinion of the
Ministry of Construction and other Departments on Stabilizing the Prices of Residential Properties ( 關

於做好穩定住房價格工作的意見）, which provides that:

(i) Intensifying planning and control and improving the housing supply structure

Where there is excessive growth in housing prices and insufficient supply of medium to low priced
commodity houses and affordable residential housing, housing construction should mainly involve
projects for the development of medium to low priced commodity houses and affordable residential
houses. The construction of low-density, high-quality houses shall be strictly controlled. With respect to
projects for the construction of medium-or-low-price commodity houses, prior to the assignment of land,
the municipal planning authority shall, according to control planning, set forth conditions for the plan
and design of such elements as height of buildings, plot ratio and green space. The property authority
shall, in collaboration with other relevant authorities, set forth requirements such as sale price, type and
area. Such conditions and requirements will be set up as preconditions to the assignment of land to
ensure an adequate supply of small or medium-sized houses at moderate and low prices. The local
government must intensify the supervision of planning permits for property development projects.
Housing projects that have not been commenced within two years must be re-examined, and those that
turn out to be noncompliant will have their planning permits revoked.

(ii) Intensifying control over the supply of land and rigorously enforcing the administration of land

Where there is rapid excessive growth in the price of land for residential use, the proportion of
land for residential use to the total land supply should be raised, and the land supply for the construction
of regular commodity housing at medium or low prices and affordable residential housing should be
increased. Land supply for villa construction shall be continuously suspended, and land supply for high-
end housing property construction shall be restricted.
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On May 24, 2006, the General Office of the State Council issued the Opinion of the Ministry of
Construction and other Departments on Adjusting Housing Supply Structure and Stabilization of
Housing Prices（關於調整住房供應結構穩定住房價格的意見）. As to the adjustment of housing supply
and stabilization of housing prices, the opinion provides that:

(a) Adjustment to the housing supply structure

(i) The construction of medium and small-sized regular commodity houses at medium or
low prices should be especially developed to satisfy the demands of local residents.

(ii) From June 1, 2006, for each and every commodity building newly examined and
approved for the commencement of construction, the proportion of the area of housing
(including economically affordable housing) with a unit floor area less than 90 square
meters must reach 70% of the total development and construction area. In case of
adjustment of the above-mentioned proportion, if required in special cases, the
municipalities directly under the central government, separately planned cities and
provincial capital cities must submit the special request for adjusting proportion to the
MOC for approval. The projects that have been examined and approved but have not
received a construction works commencement permit shall where necessary adjust the
set style of housing according to the above-mentioned requirements.

(b) Adjustment to tax, credit and land policies

(i) Commencing June 1, 2006, business tax applicable to the transfer of a residential
property by an individual within five years from the date of purchase will be levied on
the basis of the full amount of the sale proceeds. For an individual transferring an
ordinary residential property five years or more from the date of purchase, business tax
will be exempted. For an individual transferring a house other than an ordinary
residential house for five years or more from purchasing, the business tax will be levied
on the basis of the balance between the income from selling the house and the purchase
price;

(ii) In order to restrain property development enterprises from purchasing land and
buildings with bank credits, any developer applying for loans shall have at least 35% of
capital required for the project development. Commercial banks should restrict the grant
or extension of revolving credit facilities in any form to property development
enterprises with a large amount of idle land and/or vacant commodity buildings.
Commodity buildings which are vacant for more than 3 years should not be accepted as
a guarantee by the commercial banks;

(iii) From June 1, 2006, the first installment of individual house loans should be no less
than 30%. When a borrower applies for individual house loans for his own use and the
floor area of the unit is less than 90 square meters, the first installment remains at 20%;

(iv) At least 70% of the land supply for residential property developments must be used for
low-to-medium-cost and small to medium-size units and low-cost rental properties. On
the basis of the restriction of price and housing style, the land supply shall adopt the
method of competitive bidding of land price and housing price to determine the
property development enterprise. Land supply for villa construction shall continue to be
suspended, and land supply for low-density and large-area housing property
construction shall be strictly prohibited;
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(v) When construction has not yet started one year after the construction commencement
date agreed in the land use rights assignment contract has elapsed, charges for idle land
should be collected at a higher level; when the construction has not started two years
after the construction commencement date agreed in the land use rights assignment
contract have elapsed, the right to use land can be taken back without compensation.
The land will be regarded as idle land if: the development and construction of the land
has started on time, but the developed area is less than one third of the total area to be
developed and constructed, or the invested amount is less than 25% of the total amount
of investment, and the development and construction has been continuously suspended
for no less than one year without approval.

(c) Further rectifying and regulating the property market

(i) Any project with a Construction Land Planning Permit which has not started
construction should be re-evaluated. If the project is not in accordance with the
controlling requirements of the plan, especially the requirements of the set style
structure, the construction works planning permit, the construction works
commencement permit and the pre-sale permit should not be issued. Projects which
have been altered or the construction of which have exceeded the provisions shall be
disposed of or confiscated according to law.

(ii) The property administration authority and the administration of industry and commerce
should investigate any illegal conduct such as contract fraud. Illegal conduct involving
commodity building pre-completion sales without the necessary conditions should be
ordered to stop and punished. With respect to the property enterprises that store up
housing and maliciously manipulate and raise housing prices, the competent authorities
shall enforce monetary punishment according to laws and regulations, and the
responsible persons concerned may have their Business Licenses revoked and/or shall
be investigated and prosecuted.

To implement the Opinions on Adjusting the Housing Supply Structure and Stabilizing Housing
Prices, the MOC promulgated Certain Opinions Regarding the Implementation of the Ratio Requirement
for the Structure of Newly Constructed Residential Units（關於落實新建住房結構比例要求的若干意見）
on July 6, 2006 and made supplemental requirements on the proportion of newly built housing structure
as follows:

(a) From June 1, 2006, in any city (including counties), housing with a floor area of less than 90
square meters should reach 70% of the total floor area of commercial commodity buildings
newly approved or constructed.

(b) The governments should guarantee the conditions of planning and design of newly-built
commodity buildings conform to the requirements of structure and proportion. Any digression
from the above-mentioned requirements without authorization is forbidden and a construction
works planning permit should not be issued by municipal planning and authorities. If there is
any noncompliance with the planning permit, a construction works commencement permit
should not issued by the construction authority and a permit for pre-sale of commodity
buildings should not be issued by property development authority.

According to Several Opinions of the General Office of the State Council on Providing Financial
Support for Economic Development (No. 126 [2008])（國務院辦公廳關於當前金融促進經濟發展的若干

意見）, issued by General Office of the State Council on December 8, 2008, the State Council (i)
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implemented and promulgated relevant credit policies and measures to support people’s purchase of their
first ordinary home or improved ordinary home; (ii) provided more credit support for the construction of
low rent houses and affordable residential houses and the reconstruction of shed areas for low-income
urban residents; and (iii) initiated the pilot operation of real estate trust investment funds to diversify the
financing channels of real estate enterprises.

In January 2010, the General Office of the State Council issued a Circular on Facilitating the
Stable and Healthy Development of the Property Market《關於促進房地產市場平穩健康發展的通知》,
which adopted a series of measures to strengthen and improve the regulation of the property market,
stabilize market expectation and facilitate the stable and healthy development of the property market.
These include, among others, measures to increase the supply of affordable housing and ordinary
commodity housing, provide reasonable guidance for the purchase of property, restrain speculative
investment in property, and strengthen risk prevention and market supervision. Additionally, the Circular
explicitly requires a family (including a borrower, his or her spouse and children under 18) who have
already entered into a mortgage for the purchase of a house to pay a minimum down payment of 40% of
the purchase price of a second or any additional house which they apply to purchase.

On February 15, 2012, the MLR promulgated the Notice on Accomplishment of Real Estate Land
Administration and Control in 2012（《國土資源部關於做好2012年房地產用地管理和調控重點工作的

通知》）which requires that the previous real estate market control policy shall be firmly performed and
the real estate land supply for residential projects, especially for social security housing projects shall be
guaranteed.

On July 19, 2012, the MLR and MOHURD jointly issued the Urgent Notice to Further Tighten Up
Real Property Land Administration and Consolidate the Achievement of Macroeconomic Control of the
Real Property Market（《關於進一步嚴格房地產用地管理鞏固房地產市場調控成果的緊急通知》）to
strengthen the enforcement of macroeconomic policy in the real property market, which requires
residential construction projects must commence within one year from the land title delivery date which
is stipulated in the land allocation decision or land grant contract and must be completed within three
years from the date of commencement.

On November 5, 2012, the Ministry of Land and Resources, the Ministry of Finance, PBOC and
CBRC jointly promulgated the Notice on Strengthening Land Reserves and Financing Administration
(Guotuzi Fa [2012] No. 162)（《關於加強土地儲備與融資管理的通知》（國土資發[2012]162號））in order
to strengthen land bank institution administration, determine the reasonable scale and structure of land
bank, strengthen the administration of land pre-development, reservation and protection, and regulate the
financing to land reservation and the use of land reservation funds.

On February 20, 2013, the executive meeting of the State Council chaired by Premier Wen Jiabao
issued a document emphasizing the strict implementation of tightening measures for the real estate
market. The measures include completing a system of responsibility for stabilizing housing prices;
restraining purchases of residential housing for investment and speculation purposes; expanding the
supply of both ordinary commodity housing and of land; accelerating construction of affordable housing
projects; and strengthening market supervision.

On February 26, 2013, the State Council issued the Notice on Continuing Adjustment and Control
of Property Markets（《關於繼續做好房地產市場調控工作的通知》）which requires, among other
restrictive measures:
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(i) Improving the responsibility system for stabilizing housing prices. Municipalities directly
under the central government, cities listed on state plans and provincial capitals (excluding
Lhasa) must set an annual objective for controlling housing prices and publish annual new
commodity housing price control target in the first quarter of the year.

(ii) Firmly restraining purchases of residential housing for investment and speculation purposes.
Municipalities directly under the central government, cities listed on state plans and
provincial capitals (excluding Lhasa) which have implemented restrictions on the real estate
market are required to cover all administrative areas of the cities as restricted areas, and
restricted housing shall include new commodity housing and second-hand housing. Non-local
residents who possess one or more residential properties and fail to provide one-year or
longer tax payment certificates or social insurance payment certificates are to be barred from
purchasing any residential properties located in the administrative area. For cities where
housing prices are increasing at an excessively high rate, local branches of the PBOC may
further raise the down-payment rate and mortgage interest rate for the purchase of a second
residential property. In addition, the state will strictly enforce a 20% tax on home sale
profits.

(iii) Expanding ordinary commodity housing units and increasing the supply of land. The overall
housing land supply in 2013 shall not be lower than the average actual land supply in the
past five years. Financial institutions, subject to credit requirements, are to prioritize requests
for loans for ordinary commodity housing construction projects in which medium and small
housing units constitute 70% or more of the total units in such construction project.

II. LEGAL SUPERVISION RELATING TO THE PROPERTY MANAGEMENT SECTOR IN
THE PRC

A. Foreign-invested Property Management Enterprises

According to the Foreign Investment Industrial Guidance Catalogue, property management falls
within the category of industries in which foreign investment is permitted. Foreign invested property
management enterprises can be set up as a Sino-foreign equity joint venture, Sino-foreign cooperative
joint venture or wholly foreign owned enterprise according to the Catalogue and the relevant
requirements of the laws and administrative regulations regarding foreign-invested enterprises. Foreign
invested property management enterprises should obtain approval from the commercial authority and
obtain an Approval Certification for a foreign-invested enterprise before registering with the
Administration for Industry and Commerce.

Pursuant to the Circular of the General Office of the State Council on Issues Concerning the
Further Regulation and Control of the Real Estate Market（國務院辦公廳關於進一步做好房地產市場調

控工作有關問題的通知）dated January 26, 2011, the municipalities directly under the Central
Government, cities specially designated in the State plan, provincial cities and the other cities with
excessive or rapid rising real estate prices shall implement strict measures with housing-purchase
limitation for a specified period of time. As the general rule, (i) individuals who sell their residential
property within five years after their purchase of such property will be charged business taxes based on
the full amount of the transfer income; (ii) the minimum down payment for second house of residential
family using bank loans or housing provident fund loan is raised to 60% with a minimum lending
interest rate of 110% of the benchmark rate; (iii) the PRC government will forfeit the land use rights if a
developer fails to obtain the construction permit and commence development for more than two years
from the commencement date stipulated in the land grant contract; and (iv) municipalities directly under
the Central Government, cities specially designated in the State Plan, provincial capitals and cities with
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high housing prices shall make purchase restrictions for a specified period. In principle, (a) a local
residential family that already holds one house or a non-local residential family that is able to provide
evidence of local tax or social insurance payment for a required period is limited to purchasing one
house (including new commodity residential houses and second hand houses); and (b) a local residential
family who holds two or more houses, a non-local residential family that holds one or more houses and
a non-local residential family who can not provide the local payment certificates of tax and/or social
insurance for a required period shall be suspended from purchasing any other commodity residential
houses in the relevant administrative regions.

According to the Regulation on Clearly Marking Price in the Sale of Commodity Houses (商品房

銷售明碼標價規定）promulgated by NDRC on March 16, 2011, the sale of commercial houses shall
mark prices on a per unit basis, and show to the public the relevant fees which will be charged and the
other factors which are in relation to the sale price. A commercial house operator shall not charge any
additional fees other than those clearly marked during the property sale. After the price is clearly
marked, the developer cannot increase the sale price or charge any other fees.

B. Appointment of a Property Management Enterprise

According to the Regulation on Property Management, the general meeting of owners in a property
can appoint and dismiss the property management enterprise with affirmative votes of owners holding
more than half of the voting rights. Before the formal appointment of a property management enterprise
by the general meeting of the owners, a written temporary service contract should be signed by the
construction institutions (for example, a property development enterprise) and a property management
enterprise.

III. LEGAL SUPERVISION RELATING TO REAL ESTATE INTERMEDIARY SERVICES IN
THE PRC

A. Foreign Investment in the Real Estate Intermediate Services Sector

Under the Foreign Investment Industry Guidance Catalogue amended jointly by MOFCOM and the
NDRC on December 24, 2011 which took effect from January 30, 2012, transactions in the real estate
secondary market and the real estate intermediary or broker companies falls within the category of
industries in which foreign investment is subject to restrictions.

The Regulations on Guiding the Orientation of Foreign Investment（指導外商投資方向規定）
promulgated by the State Council on February 21, 2002 and effective from April 1, 2002, stipulate that
projects with foreign investment that are classified as restricted projects shall be subject to the
examination and approval of the corresponding competent departments of the people’s governments of
the provinces, autonomous regions, municipalities directly under the Central Government and
municipalities. At the time of examination and approval, the project must also be reported to the
competent departments and administrative authorities at the next highest level. The power to conduct
examination and approval for this kind of project may not be granted to any lower level authority.

B. Qualifications for the Real Estate Intermediary Services Sector

The Regulation on the Property Agency Management（房地產經紀管理辦法）promulgated jointly
by MOHURD, the NDRC and Ministry of Human Resources and Social Security of the People’s
Republic of China (MOHRSS) on January 20, 2011 which took effect from April 1, 2016 states that
property agencies providing property agency services must have a stipulated amount of qualified
brokers.
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IV. GENERAL LEGAL SUPERVISION IN THE PRC

Remittance of Renminbi into and outside The PRC

The Renminbi is not a freely convertible currency. The remittance of Renminbi into and outside
the PRC is subject to control imposed under PRC law.

Current Account Items

Under PRC foreign exchange control regulations, current account item payments include payments
for imports and exports of goods and services, payments of income and current transfers into and
outside the PRC.

Prior to July 2009, all current account items were required to be settled in foreign currencies. In
July 2009, China commenced a pilot scheme pursuant to which Renminbi may be used to settle imports
and exports of goods between approved enterprises in five designated cities in the PRC, namely
Shanghai, Guangzhou, Dongguan, Shenzhen and Zhuhai, and enterprises in designated offshore
jurisdictions such as Hong Kong and Macau. On June 17, 2010, the PRC government promulgated the
Notice on Matters Relating to the Expansion of Pilot Areas for RMB Settlement for Cross-border Trade
(Yin Fa [2010] No. 186)（《關於擴大跨境貿易人民幣結算試點有關問題的通知》銀發[2010]186號）
(‘‘186 Circular’’). According to the 186 Circular, (i) imports and exports of goods and services and
other current account items might be settled in Renminbi, (ii) the pilot scheme was expanded to cover
20 provinces and regions including Shandong, Liaoning, Tianjin and Inner Mongolia, and (iii) there was
no longer any restriction on the offshore jurisdictions that may participate in the pilot scheme.
Accordingly, any enterprises in the designated regions and any offshore enterprises may use Renminbi
to settle any current account items between them (except, in the case of payments for exports of goods
from the PRC, only approved enterprises in the designated PRC regions may remit the Renminbi).

As a new regulation, the 186 Circular will be subject to interpretation and application by the
relevant PRC authorities. Local authorities may adopt different practices in applying the 186 Circular
and impose conditions for settlement of current account items.

Capital Account Items

Under PRC foreign exchange control regulations, capital account items include cross-border
transfers of capital, direct investments, securities investments, derivative products and loans. Capital
account payments are generally subject to approval of the relevant PRC authorities.

Capital account items are generally required to be made in foreign currencies. For instance, foreign
investors (including any Hong Kong investors) are generally required to make any capital contribution
to foreign invested enterprises in a foreign currency in accordance with the terms set out in the relevant
joint venture contracts and/or articles of association as approved by the relevant authorities. Foreign
invested enterprises or any other relevant PRC parties are also generally required to make capital item
payments including proceeds from liquidation, transfer of shares and reduction of capital to foreign
investors in a foreign currency. However, cross-border Renminbi direct investments and settlements
have been approved on a trial basis by relevant PRC authorities. On February 25, 2011, the MOFCOM
promulgated the Notice on Issues Concerning the Administration of Foreign Investment (Shang Zi Han
2011 No. 72)（《商務部關於外商投資管理工作有關問題的通知》商資函[2011]72號）(‘‘MOFCOM 72
Notice’’), which provides that if a foreign investor intends to make investments in the PRC (whether by
way of establishing a new enterprise, increasing the registered capital of an existing enterprise, acquiring
an onshore enterprise or providing loan facilities) with Renminbi that the foreign investor generated
from cross-border trade settlement or lawfully obtained outside the PRC, the MOFCOM’s prior written
consent is required. On June 3, 2011, the PBOC issued the Notice on Clarifying Issues Concerning
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Cross-Border Renminbi Transactions (Yin Fa 2011 No. 145)（《中國人民銀行關於明確跨境人民幣業務

相關問題的通知》銀發[2011]145號）(‘‘PBOC 145 Notice’’), which further provided that, if a foreign
investor intends to make direct investment in the PRC with Renminbi, other than the MOFCOM
approval, it shall also apply to the branch offices of the PBOC at the sub-provincial level or above for
approval. The PBOC will determine whether to grant such approval on a case by case basis.

On October 12, 2011, the MOFCOM promulgated the MOFCOM Circular to further facilitate
Renminbi inbound direct investments by foreign investors. On October 13, 2011, the PBOC promulgated
the PBOC Measures to set forth rules for settlements of Renminbi inbound direct investments. The
MOFCOM Circular and the PBOC Measures provide more detailed rules for cross-border Renminbi
direct investments and settlements, and amend or replace certain provisions set forth in the MOFCOM
72 Notice and the PBOC 145 Notice relating to the case-by-case pilot program.

• The MOFCOM Circular stipulates that: (1) the Scope of ‘‘offshore Renminbi’’ that may be
used in cross-border Renminbi direct investments includes (i) Renminbi obtained by foreign
investors through Renminbi settlements of cross-border trade, Renminbi profits generated in
China and remitted outside of China, and Renminbi obtained through share transfer, capital
reduction, liquidation and advance recovery of investment; and (ii) offshore Renminbi funds
obtained by foreign investors from other legitimate sources, including without limitation,
Renminbi raised through issuance of Renminbi bonds or stocks outside of China; (2) Cross-
border Renminbi direct investments and re-investments by foreign-invested enterprises must
comply with the relevant PRC laws and regulations on foreign investments. Such transactions
must also comply with national industrial policies on foreign investments, and undergo
national security reviews on mergers and acquisitions by foreign investors as well as anti-
trust reviews. Cross-border Renminbi direct investments in the real estate industry and cross-
border Renminbi strategic investments in PRC domestic-listed companies must comply with
the administrative regulations on foreign investments in these industries currently in force;
(3) Cross-border Renminbi direct investments may not be invested directly or indirectly into
negotiable securities or financial derivatives (other than strategic investments in PRC
domestic-listed companies that have been approved by relevant authorities), or be used as
entrusted loans; and (4) In principle, the approval procedures for cross-border Renminbi
direct investments are consistent with the existing approval scheme of foreign direct
investments. However, for investments in the amount of RMB300 million or more and
investments relating to (i) financial guarantee, finance lease, micro financing, auction and
similar businesses, (ii) foreign-invested investment companies, foreign-invested venture
capital investment or equity investment enterprises, and (iii) cement, iron and steel,
electrolytic aluminum, shipbuilding and similar industries that are subject to macro-control
measures, the provincial level counterparts of MOFCOM must submit the application
documents to MOFCOM for its review and approval before issuing the official approval.

• The PBOC Measures provides that: (1) After examining the approval or filing documents
issued by MOFCOM, its local counterparts or other relevant regulatory authorities in relation
to cross-border Renminbi direct investments, domestic banks are permitted to process foreign
investors’ request for remittance of offshore Renminbi funds into China. The case-by-case
approval procedures required under the PBOC 145 Notice are no longer applicable; (2) With
respect to a foreign investor’s application for outbound remittance of Renminbi profits or
funds obtained through capital reduction, share transfer, liquidation and advance recovery of
investment, domestic banks may process such request upon examining the resolutions
approving the distribution of profits, the approval or filing documents of the relevant
authorities regarding capital reduction, share transfer, liquidation and advance recovery of
investment, and the tax certificates; (3) For the purpose of calculating the total amount of
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offshore debt, loans denominated in Renminbi and foreign currencies borrowed by foreign-
invested enterprises from overseas shareholders and affiliates as well as overseas financial
institutions must be aggregated. Foreign-invested enterprises must apply to domestic banks to
open a general Renminbi deposit account to deposit Renminbi loans borrowed offshore. With
respect to the request of a foreign-invested enterprise to use its onshore Renminbi funds to
repay offshore Renminbi loans, domestic banks may process such remittance request after
examining the loan contract, the payment order and the tax certificates; and (4) Foreign
investors, foreign-invested enterprises or their Chinese shareholders must open Renminbi
special purpose accounts to deposit Renminbi funds relating to cross-border Renminbi direct
investments, and cash transactions may not be conducted under this type of account.

Further, if any new PRC regulations are promulgated in the future which have the effect of
permitting or restricting (as the case may be) the remittance of Renminbi for payment of transactions
categorized as capital account items, then such remittances will need to be made subject to the specific
requirements or restrictions set out in such rules.
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MANAGEMENT

Our board is responsible and has general powers for the management and conduct of our business.
The table below shows certain information in respect of the members of our board:

Name Age Position

PAN Jun（潘軍）. . . . . . . . . . . . . 49 Chairman, executive director and chief executive officer
ZENG Jie, Baby（曾寶寶）. . . . . . 47 Executive director
KE Kasheng（柯卡生）. . . . . . . . . 56 Executive director
ZHANG Huiming（張惠明）. . . . . 41 Executive director
CHEN Xinyu（陳新禹）. . . . . . . . 51 Executive director
HO Man（何敏）. . . . . . . . . . . . . 50 Independent non-executive director
LIAO Jianwen（廖建文）. . . . . . . . 52 Independent non-executive director
GUO Shaomu（郭少牧）. . . . . . . . 53 Independent non-executive director
WONG Pui-sze, Priscilla, JP
（王沛詩） . . . . . . . . . . . . . . . .

59 Independent non-executive director

Directors

Executive Directors

Mr. PAN Jun（潘軍）, aged 49, is the chairman of the Board, an executive Director, the chief
executive officer, the chairman of the Company’s nomination committee, and a member of the
Company’s remuneration committee. He joined the Group in 1999 and is responsible for the overall
operation of the Group’s projects, the formulation of our development strategies, as well as supervising
the project planning, business and operation management of the Group. He is also currently the
president of Fantasia Group (China) Company Limited, the president of Shenzhen Fantasia Real Estate
Group Limited and the director of a number of the Group’s subsidiaries including a non-executive
director of Colour Life. Prior to joining the Group, Mr. Pan was the project manager, the manager of the
marketing department, the manager of the valuation department and the assistant to the general manager
of World Union Real Estate Consultancy (Shenzhen) Ltd.（世聯地產顧問（深圳）有限公司）. Mr. Pan
obtained a Bachelor’s degree in Conservancy and Hydropower Engineering from Chengdu University of
Science and Technology（成都科技大學）, now Sichuan University（四川大學）, in 1992 and holds an
EMBA degree from Tsinghua University. Mr. Pan is also a registered property valuer in China and a
member of the Shenzhen Institution of Real Estate Appraisers（深圳市不動產估價學會）.

Ms. ZENG Jie, Baby（曾寶寶）, is an executive Director of the Company. She is also a member of
the Company’s nomination committee. Ms. Zeng is one of the controlling shareholders and the largest
shareholder of the Company.

Mr. KE Ka Sheng（柯卡生）, aged 56, is the executive director of the Company. Mr. Ke is
currently the executive director of Fantasia Group (China) Co., Limited, a wholly-owned subsidiary of
the Group, and is responsible for the coordination and development of the investment business,
financing business, capital operation-related businesses of the Company.

Prior to joining the Company, Mr. Ke started his career at the Currency Issue Department of
Guangdong Branch of People’s Bank of China in July 1984 and held various positions in People’s Bank
of China and China Banking Regulatory Commission, including deputy chief and chief of the Currency
Issue Department of Guangdong Branch of People’s Bank of China from June 1989 to April 1992,
deputy director of the General Office of Guangdong Branch of People’s Bank of China from April 1992
to April 1996, director of the Comprehensive Planning Division of Guangdong Branch of People’s Bank
Of China from April 1996 to November 1996, president of Shantou Branch of People’s Bank of China
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from November 1996 to April 2000, director of the Internal Audit Division and vice president of
Guangzhou Branch of People’s Bank of China from April 2000 to July 2003, member of the preparation
team and deputy director of the Guangdong Office of China Banking Regulatory Commission from July
2003 to May 2006, and director of the Non-banking Financial Institution Regulatory Department of
China Banking Regulatory Commission from May 2006 to October 2012, an executive director and the
president of China Huarong Asset Management Co. Ltd. from October 2012 to September 2017. Mr. Ke
obtained a bachelor degree from the Central Institute of Finance and Economics (now known as the
Central University of Finance & Economics) in July 1984, a master degree in business operation from
the Aichi University of Japan in March 1995, and obtained an MBA degree for senior management from
Cheung Kong Graduate School of Business in September 2007.

Mr. ZHANG Huiming（張惠明）, aged 41, is the executive director of the Company. Mr. Zhang is
currently the executive director, vice president and chief financial officer of Fantasia Group (China) Co.,
Limited, a wholly-owned subsidiary of the Company. He is responsible for the overall financial
management, capital management, investment and operation management of the Company. Prior to
joining the Company, Mr. Zhang worked in CITIC Group from July 1999 to January 2014, successively
served as deputy general manager of the Planning and Headquarters Finance Department of CITIC Real
Estate, assistant general manager of Guangzhou Company, and project general manager; he worked in
Agile Group Holdings Limited from February 2014 to February 2019, successively served as assistant to
chairman and president, director of the finance center of the real estate group, vice president of the real
estate group and general manager of the financial center and strategic investment center, in charge of the
finance, strategy, investment, and urban renewal businesses. Mr. Zhang obtained a bachelor’s degree in
economics from University of International Business and Economics in 2002.

Mr. CHEN Xinyu（陳新禹）, aged 51, the executive director of the Company, joined the Group in
May 2019. Mr. Chen is currently the chief financial officer of the Group and is responsible for capital
operation and planning management, listed company’s investor relations and information disclosure
management-related business. Prior to joining the Group, Mr. Chen was the deputy general manager of
the Finance Department of Country Garden Holdings Company Limited form 2015 to 2019. Before this,
Mr. Chen was the investment director of China Overseas Qingyi Care Services Co., Ltd.（中海親頤養老

服務有限公司）; and later served as an analyst of Seagate Global Advisors LLC. Redondon Beach and
as the manager of bond trading portfolio of Godesk LLC., Elsegando in USA. Mr. Chen once served as
the director of the Finance Department of China State Construction Engineering Corporation. Mr. Chen
graduated from Shijiazhuang Tiedao Institute in financial accounting and holds a master’s degree in
corporate finance from Xi’an Jiaotong University and a master’s degree in business administration from
the University of Illinois at Chicago. Mr. Chen has nearly 30 years of experience in investment, capital
market and corporate financing related activities.

Independent Non-executive Directors

Mr. HO Man（何敏）, aged 50, is an independent non-executive Director of the Company. He is
also the chairman of the audit committee and a member of each of the remuneration committee and
nomination committee of the Company respectively. Mr. Ho has over 19 years of working experience in
private equity investment and finance and is currently the managing director of an investment holding
company. Prior to that, Mr. Ho served as an executive partner representative of a Chengdu-based private
equity investment fund from December 2011 to May 2014. Mr. Ho worked for a Hong Kong-based
private fund management company during January 2010 to December 2013 and was the managing
director and head of China growth and expansion capital of CLSA Capital Partners from August 1997 to
October 2009. Mr. Ho was the non-executive director of SCUD Group Limited from December 2006 to
October 2009 and Shanghai Tonva Petrochemical Co., Ltd. (currently known as Shanghai Dasheng
Agriculture Finance Technology Co., Ltd) from September 2008 to October 2009, both being companies
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listed on the Main Board of the Stock Exchange. He was the independent director of Shenzhen Forms
Syntron Information Co. Ltd, a company listed on the ChiNext of Shenzhen Stock Exchange, from
February 2012 to February 2018.

Mr. Ho has been an independent non-executive director of Fu Shou Yuan International Group
Limited, since December 2013; an independent non-executive director of China Fire Safety Enterprise
Group Limited, since July 2015; an independent non-executive director of Infinity Financial Group
(Holdings) Limited since November 2016; an independent non-executive director of Midas International
Holdings Limited since January 2018; and an independent non-executive director of Wanjia Group
Holdings Limited since February 2018, all being companies listed on the Main Board of the Stock
Exchange. Mr. Ho has also been a director of Shenzhen Daixiang Space Construction Co., Ltd., a
company listed on the National Equities Exchange and Quotations, since September 2015.

Mr. Ho was awarded an EMBA degree from Tsinghua University and a master’s degree in finance
from the London Business School. He is also a Chartered Financial Analyst and a Certified Public
Accountant.

Dr. LIAO Jianwen（廖建文）, aged 52, is an independent non-executive Director of the Company.
He is also a member of each of the Company’s audit committee, remuneration committee and
nomination committee, respectively. Dr. Liao has extensive business research and teaching experience in
the United States, Hong Kong and the People’s Republic of China (the ‘‘PRC’’). He is well known for
his cross disciplinary research and consulting in strategy, innovation and entrepreneurship. Dr. Liao
gained early entrepreneurial experience in the biotech industry. He has been an associate dean and
professor of managerial practice in strategy and innovation at the Cheung Kong Graduate School of
Business（長江商學院）since January 2012. Prior to that, he was an associate professor at the Stuart
School of Business in Illinois Institute of Technology from 2006 to 2012. In 2001, Dr. Liao was also a
visiting professor at Hong Kong University of Science and Technology. He received a Doctorate degree
in business administration from Southern Illinois University of Carbondale (USA) in August 1996, a
master degree in economics from Renmin University of China（中國人民大學）in February 1991, and a
Bachelor’s degree in industry engineering from Northeastern University（東北大學）(formerly known as
Northeastern Institute of Technology（東北工學院）) in July 1988. Dr. Liao served as an independent
non-executive director of Qihoo 360 whose shares were traded at New York Stock Exchange and an
independent non-executive director of China Mengniu Dairy Company Limited whose share were traded
on the Main Board of the Stock Exchange. He is currently an independent non-executive director of
Colour Life and 361 Degrees International Limited, the companies are listed on the Main Board of the
Stock Exchange, an independent director of China Merchants Shekou Industrial Zone Holdings Co., Ltd,
a company listed on the Shenzhen Stock Exchange, and the Chief Strategy Officer JD Group, a company
listed on the NASDAQ.

Mr. GUO Shaomu（郭少牧）, aged 53, is an independent non-executive Director of the Company.
He is also a member of each of the audit committee, remuneration committee and nomination committee,
respectively. Mr. Guo is currently vice president of S Fund International. He has over 13 years of
experience in investment banking in Hong Kong. From February 2000 to February 2001, Mr. Guo
served as an associate director of corporate finance of Salomon Smith Barney, an investment bank
principally engaged in providing financial services (an investment banking arm of Citigroup Inc.), where
he was primarily responsible for supporting the marketing and execution efforts of the China team. From
March 2001 to September 2005, Mr. Guo served as an associate director of global investment banking
of HSBC Investment Banking, an investment bank principally engaged in providing financial services,
where he was primarily responsible for the execution of China-related transactions. From October 2005
to April 2007, Mr. Guo served as a vice president and a director of the real estate team of J.P. Morgan
Investment Banking Asia, an investment bank principally engaged in providing financial services, where
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he was primarily responsible for marketing efforts covering the real estate sector in China. From April
2007 to April 2013, Mr. Guo served as a director and a managing director of the real estate team of
Morgan Stanley Investment Banking Asia, an investment bank principally engaged in providing financial
services, where he was one of the key members responsible for the business in the real estate sector in
the Greater China region. Since January 2014, Mr. Guo has been an independent non-executive director
of Galaxycore Inc., a leading China-based fabless image sensor company targeting the global mobile
device and consumer electronics market. Since June 2014, Mr. Guo has been an independent non-
executive director of Yida China Holdings Limited (a company listed on the Main Board the Stock
Exchange), a real estate developer based in Dalian, China. Mr. Guo received his bachelor’s degree in
electrical engineering from Zhejiang University in July 1989, a master’s degree in computer engineering
from the University of Southern California in May 1993 and a master’s degree in business
administration from the School of Management of Yale University in May 1998.

Ms. WONG Pui-sze, Priscilla, JP（王沛詩）, aged 59, is an independent non-executive Director of
the Company. She is also a member of each of the Company’s audit committee, remuneration committee
and nomination committee, respectively. Ms. Wong was appointed a Justice of the Peace in 2005. She is
a member of Chinese People’s Political Consultative Conference, Shanghai Committee in the PRC. In
Hong Kong, Ms. Wong serves as the Chairman the Minimum Wage Commission, the Chairman of
Employees Compensation Assistance Fund Board, a member of Court as well as Council of University
of Hong Kong, a member of the Hospital Authority Board, a member of Financial Reporting Review
Panel. Ms. Wong graduated with a Bachelor of Law (Hons) degree from the University of Hong Kong
and a Master of Laws degree from The London School of Economics and Political Science of The
University of London. She was called to the Bar in Hong Kong in 1985 and is a practicing barrister in
Hong Kong. Ms. Wong is a mediator of Centre for Effective Dispute Resolution and an arbitrator of
China International Economic and Trade Arbitration Commission. She is also an advocate and solicitor
admitted in Singapore. Ms. Wong has been appointed as an independent non-executive director of
Sinopec Kantons Holdings Limited, a company listed on the main board of Hong Kong Exchange and
Clearing Limited, since March 22, 2018.

Senior Management’s Profile

Ms. ZHANG Xiaofang（張曉芳）, aged 51, is the deputy chief executive of Fantasia Group
(China) Co., Limited, and is responsible for managing the Chief Executive Office（總裁辦）of China
Group（中國集團）, human resources department, Charity Foundation（公益基金會）and Qiertang
Company（七二唐公司). Ms. Zhang joined the Group in December 2016. Prior to joining the Group,
she was the deputy chief executive of Qianhai Fosun Ruizhe Asset Management Co., Ltd.（前海複星瑞

哲資產管理有限公司) from 2014 to 2016, senior management consultant（高級管理顧問）of Jin Tong
Asset Management Company Limited（金通資產管理有限責任公司）from 2013 to 2014; deputy chief
executive and acting CEO of Chinalin Securities Co., Ltd.（華林證券有限責任公司）from 2011 to 2013,
assistant general manager (administrative planning) of Ping An Life Insurance, Harbin Branch, general
manager of human resources centre (staff service) of Ping An Insurance, general manager of human
resources department of Ping An Securities from 1999 to 2011, deputy librarian（副館長）of the
Heilongjiang University Yichun Campus Library（黑龍江大學分校圖書館）from 1993 to 1999 and staff
member of Yichun Municipal Archives Bureau（伊春市檔案局）from 1990 to 1993. Ms. Zhang obtained
her Bachelor’s degree in Library Science（圖書情報）from Heilongjiang University in 1990.

Mr. LIU Zongbao（劉宗保）, aged 51, is the president of Shenzhen Fantasia Real Estate Group
Company Limited and is also the director of a number of subsidiaries of the Group. Mr. Liu joined the
Group in March 2005 and served as the sales director of our Company and deputy general manager and
general manager of the Chengdu branch of Fantasia Real Estate Group, and also vice president of
Shenzhen Fantasia Real Estate Group Company Limited. Prior to joining our Group, he was deputy
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general manager of Shenzhen Zhonglian Real Estate Development Co., Ltd.（深圳市中聯房地產企業發

展有限公司）from 2004 to 2005 and manager of the sales and marketing department of Shenzhen
Xinghe Real Estate Development Co., Ltd.（深圳市星河房地產開發公司）from 2001 to 2003. Mr. Liu
received his Bachelor’s degree in construction management engineering from Southeast University（東南

大學）in 1991. He is now studying an EMBA in China Europe International Business School.

Mr. CHEN Xiangming（陳湘明）, aged 50, is the president of Shenzhen Home E&E Commercial
Services Group Co. Ltd.（深圳市美易家商務服務集團有限公司）. He joined the Group in July 2012 and
is responsible for the overall management of Shenzhen Home E&E Commercial Services Group Co. Ltd.
Prior to joining the Group, he was the general manager of Shenzhen Baopu Property Service Co.,
Ltd.（深圳市抱樸物業服務有限公司）from 2011 to 2012, general manager of Shenzhen Terra Property
Management Service Co., Ltd.（深圳市泰然物業管理服務有限公司）from 2007 to 2011, general
manager of Shenzhen Excellence Property Management Co., Ltd.（深圳市卓越物業管理有限公司）from
2006 to 2007, and vice-general manager of Shenzhen Fantasia Property Management Co., Ltd.（深圳市

花樣年物業管理有限公司）from 2002 to 2006. Mr. Chen completed his tertiary education in Safety
Engineering from Hunan University Hengyang Campus in 1992.

Mr. QIU Zhidong (邱志東), aged 53, is the president of Shenzhen Fantasia Business Management
Company Limited（深圳花樣年商業管理有限公司）. Mr. Qiu joined the Group in June 2013 and is
wholly responsible for the daily operation and management of Shenzhen Fantasia Business Management
Company Limited. Prior to joining the Group, he was the vice president of Shenzhen Jinguanghua Shiye
Group（深圳金光華實業集團）from 2005 to 2013, managing director of Shenzhen Jinguanghua Business
Company Limited（深圳市金光華商業有限公司）from 2003 to 2005, general manager of Shenzhen
Modern Friendship Co., Ltd（現代友誼股份有限公司）/Shenzhen Friendship Department Store Company
Limited（深圳友誼城百貨有限公司）from 1997 to 2003, deputy director of Cadres Division of
Organization Department（組織部幹部處）and Managerial Division of Corporate Leading Officers（企業

領導人員管理處）of Shenzhen Municipal Committee of CPC（中共深圳市委）from 1992 to 1997,
officer of Cadre Department of Organization Department of Chaozhou Municipal Committee of CPC (
中 共 潮 州市委組織部幹部科）from 1988 to 1992 and teacher of Chaozhou High School（潮州高級中

學）in Guangdong Province in 1988. Mr. Qiu received a Master’s degree in Business Administration
from Hong Kong Baptist University in 2003 and a Bachelor’s degree in Computer Science from Hanshan
Normal University（韓山師範學院）in Guangdong Province in 1988.

Mr. DENG Bo（鄧波）, aged 51, the chairman of the supervisory committee of Fantasia China
Group, responsible for the management of the audit department and the monitoring team. Mr. Deng
resigned as executive director of the Company on 30 May 2019. Mr. Deng graduated from Hunan
University in June 1989 with a Bachelor’s degree in Architectural Studies. He also earned a Master’s
degree in Architectural Studies from the same university in July 1995. Prior to joining the Company,
Mr. Deng held the position of investment development director of Oceanwide Real Estate Group from
December 1998 to April 2010; from May 1997 to November 1998, he served as a design director of
Shenzhen Grand Field Real Estate Development Co., Limited（深圳市鈞濠房地產開發有限公司）; from
July 1995 to May 1997, he served as an architectural designer of Shenzhen Nanyou Engineering Design
Limited Company; and from August 1990 to March 1992, he served as an architectural designer of
Changsha Institute of Architectural Design.

Mr. HUANG Wei（黃瑋）, aged 49, was appointed as the chief executive officer of Colour Life on
19 September 2019, and appointed as an executive director of Colour Life on 20 July 2018. He joined
the Group in 2015 and successively served as the general manager of Kaiyuan International Property,
the president of Wanxiangmei Property, the general manager of Wan Community（萬社區）, and the
senior vice president and the executive president of Colour Life Services Group. Mr. Huang has over 22
years of experience in property management. Prior to joining the Group, he served in Shenzhen Kaiyuan
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International Property Management Co., Ltd.,（深圳市開元國際物業管理有限公司）(which is principally
engaged in property management), successively as a director, deputy general manager and general
manager from 2002 to 2015. He served in China Overseas Property Management Limited (which is
principally engaged in property development), successively as a director, chief engineer and
management representative from 1997 to 2002. He served in China Overseas Building Development
(Shenzhen) Co., Ltd., successively as an engineer and manager from 1992 to 1997. Mr. Huang obtained
a Bachelor’s degree in civil engineering from Tongji University in July 1992, and obtained a MBA
certificate from the School of Economics and Management at Tsinghua University in July 2018.

Board Committees

Audit Committee

Our Company established an audit committee on October 12, 2009 with written terms of reference
as amended, in compliance with the Listing Rules and the Board adopted a revised set of terms of
reference of the Audit Committee on December 22, 2015 and 27 March 2019. The audit committee is
responsible for the engagement of the external auditor, review of the Group’s financial information and
oversight of the Group’s financial reporting system and internal control and risk management procedures
and reviewing the Group’s financial and accounting policies and practices.

The audit committee comprises four members, namely, Mr. HO Man（何敏）, Dr. Liao Jianwen（廖

建文）, Ms. Wong Pui-sze, Priscilla, JP（王沛詩）and Mr. Guo Shaomu（郭少 牧). They are all
independent non-executive directors. The audit committee is chaired by Mr. HO Man（何敏）.

Remuneration Committee

Our Company established a remuneration committee on October 12, 2009 with written terms of
reference as amended, in compliance with the Listing Rules and the Board adopted a revised set of terms
of reference of the remuneration committee on March 12, 2012. The remuneration committee is
responsible for making recommendations to the board on the Company’s remuneration policy and
structure for all directors and senior management and on the establishment of a formal and transparent
procedure for developing such policy.

The remuneration committee comprises an executive Director, Mr. Pan Jun, and four independent
non-executive directors, namely, Mr. GUO Shaomu (郭少牧), Mr. HO Man（何敏）, Dr. LIAO Jianwen

（廖建文）and Ms. WONG Pui- sze, Priscilla, JP（王沛詩）. The remuneration committee is chaired by
Mr. GUO Shaomu (郭少牧).

Nomination Committee

Our Company established a nomination committee on October 12, 2009 with written terms of
reference as amended in compliance with the Listing Rules and the Board adopted a revised set of terms
of reference of the nomination committee on August 30, 2013 and March 27, 2019. The nomination
committee is responsible for reviewing the structure, size and composition of the board, assessing the
independence of the independent non-executive directors and making recommendations to the board on
the appointment and re-appointment of directors.

The nomination committee comprises six members, namely, Mr. PAN Jun (潘軍), Mr. HO Man（何

敏）, Ms. ZENG Jie, Baby（曾寶寶）, Dr. LIAO Jianwen（廖建文）, Ms. WONG Pui-sze, Priscilla, JP（王

沛詩）and Mr. GUO Shaomu (郭少牧). The nomination committee is chaired by Mr. PAN Jun（潘軍）.
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Compensation of Directors and Senior Management

The Group’s remuneration policies are formulated based on qualifications, years of experiences and
the performance of individual employees and are reviewed regularly.

The aggregate amount of compensation (including any salaries, fees, discretionary bonuses and
other allowances and benefits in kind) paid by us during each of the three years ended December 31,
2017, 2018 and 2019 to those persons who have been or are our directors, was approximately RMB17.7
million, RMB17.7 million and RMB28.1 million (US$4.0 million), respectively.

Share Option Scheme

We adopted our share option scheme on October 27, 2009 in order to reward eligible participants
who contribute to the Group and to encourage eligible participants to work towards enhancing the value
of the Company. Eligible participants include our directors and employees and any advisors, consultants,
distributors, contractors, suppliers, agents, customers, business partners, joint venture business partners,
promoters or service providers of any member of our Group who our board of directors considers, in its
sole discretion, have contributed or will contribute to the Group. We have granted options to certain of
our directors and employees and, as of June 30, 2020, a total of 142,660,000 share options were
granted; 4,204,000 share options was lapsed and 747,000 share options had been exercised during the
six months ended June 30, 2020. As of June 30, 2020, the outstanding share options were 74,351,000 in
total.

Directors’ and Chief Executives’ Interests

As at June 30, 2020, the interests and short positions of the Directors and the chief executive of
the Company in the shares, underlying shares and debentures of the Company or of any associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the ‘‘SFO’’)) of
the Company, which would need to be notified to the Company and The Stock Exchange of Hong Kong
Limited (the ‘‘Stock Exchange’’) pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which he is taken or deemed to have under such provisions of the SFO) or
which would be required, as recorded in the register maintained by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the ‘‘Model Code’’) as contained in
Appendix 10 to the Rules Governing the Listing of Securities in the Stock Exchange (the‘‘Listing
Rules’’) were as follows:

Director Nature of interest

Number of issued
ordinary shares of

the Company

Interest in
underlying shares
of the Company

Approximate
percentage of
interest in the
Company as at
June 30, 2020

Ms. Zeng Jie, Baby . . . . . . . . . . Interest of controlled
corporation

3,314,090,500(1) – 57.45%

. . . . . . . . . . . . . . . . . . . . . . . . Beneficial owner – 9,980,000(2) 0.17%
Mr. Pan Jun . . . . . . . . . . . . . . . Beneficial owner – 9,980,000(2) 0.17%
Mr. Ho Man . . . . . . . . . . . . . . . Beneficial owner – 1,600,000(2) 0.03%

Notes:

(1) Fantasy Pearl International Limited (‘‘Fantasy Pearl’’) is owned as to 80% by Ice Apex Limited (‘‘Ice Apex’’) and 20% by
Graceful Star Overseas Limited (‘‘Graceful Star’’). While Ice Apex is wholly owned by Ms. Zeng Jie, Baby, and Ms. Zeng
Jie, Baby is deemed to be interested in the shares of the Company held by Fantasy Pearl for the purpose of Part XV of the
SFO.
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(2) The relevant director was granted options to subscribe for such number of shares of the Company under the Scheme (as
defined under the subsection headed ‘‘Share Option Scheme’’ in the ‘‘Corporate Governance and Other Information’’
section below) on August 29, 2011 and October 16, 2012.

(3) As at June 30, 2020, the issued shares of the Company are 5,768,417,304.
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DESCRIPTION OF MATERIAL INDEBTEDNESS AND OTHER OBLIGATIONS

To fund our existing property projects and to finance our working capital requirements, we have
entered into financing agreements with various financial institutions and enterprises. As of June 30,
2020, our total borrowings (excluding our various senior notes and domestic corporate bonds) amounted
to RMB11,805.2 million (US$1,670.9 million). Subsequent to June 30, 2020, we also issued offshore
and onshore notes and corporate bonds and entered into short-term financings in various forms,
including, among others, the issuance of the July 2020 Notes on July 28, 2020, the issuance of
Additional July 2017 Notes on August 14, 2020, the issuance of 2020 Onshore Bonds on September 8,
2020 and November 25, 2020 and the issuance of the October 2020 Bonds on October 19, 2020 and
December 4, 2020. Set forth below is a summary of the material terms and conditions of the material
loans and other indebtedness.

PRC Loan Agreements

Certain of our PRC subsidiaries have entered into loan agreements with local branches of various
PRC banks and financial institutions, including Industrial and Commercial Bank of China, Bank of
China, China Everbright Bank, Bank of China, CCB (Asia), China Merchants Bank, Shanghai Pudong
Bank, China Minsheng Bank, Rural Commercial Bank. These loans include project loans to finance the
construction of our projects and loans to finance our working capital requirements. They have terms
ranging from one year to eight years, which generally correspond to the construction periods of the
particular projects. As of June 30, 2020, the aggregate outstanding amount under these loans totaled
approximately RMB6,014.4 million (US$851.3 million), of which RMB3,348.7 million (US$377.3
million) was due within one year and RMB2,665.7 million (US$474.0 million) was due between one and
five years. Our PRC loans are typically secured by land use rights, properties and bank deposits as well
as guaranteed by certain of our other PRC subsidiaries.

Interest

The principal amounts outstanding under the PRC loans generally bear interest at floating rates
calculated with reference to the PBOC benchmark interest rate. Floating interest rates are generally
subject to annual or quarterly review by the lending banks. Interest payments are payable either monthly
or quarterly and must be made on each payment date as provided in the particular loan agreement. As of
June 30, 2020, the weighted average interest rate on the aggregate outstanding amount of our PRC loans
was 9.54% per annum.

Covenants

Under these PRC loans, many of our subsidiary borrowers have agreed, among other things, not to
take the following actions without obtaining the relevant lender’s prior consent:

• creating encumbrances on any part of their property or assets or dealing with their assets in a
way that may adversely affect their ability to repay their loans;

• granting guarantees to any third parties that may adversely affect their ability to repay their
loans;

• making any major changes to their corporate structures, such as entering into joint ventures,
mergers, acquisitions and reorganizations;

• altering the nature or scope of their business operations in any material respect;

• transferring part or all of their liabilities under the loans to a third party;
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• prepaying the loans;

• selling or disposing of assets; and

• incurring other indebtedness that may adversely affect their ability to repay their loans.

Events of Default

The PRC loan agreements contain certain customary events of default, including failure to pay the
amount payable on the due date, unauthorized use of loan proceeds, failure to obtain the lender’s
approval for an act that requires the latter’s approval, and material breach of the terms of the loan
agreement. The banks are entitled to terminate their respective agreements and/or demand immediate
repayment of the loans and any accrued interest upon the occurrence of an event of default.

Guarantee and Security

Certain of our PRC subsidiaries have entered into guarantee agreements with the PRC banks and
financial institutions in connection with some of the PRC loans pursuant to which these subsidiaries
have guaranteed all liabilities of the subsidiary borrowers under these loans. Certain of our PRC loans
are guaranteed by our executive director and controlling shareholder, Ms. Zeng Jie, Baby and/or our
chairman, executive director and chief executive officer, Mr. Pan Jun. Further, as of June 30, 2020,
RMB10,694.3 million (US$1,513.7 million) of the PRC loans were secured by land use rights,
properties held by the subsidiary borrowers and/or our other PRC subsidiaries.

Dividend Restrictions

Pursuant to the loan agreements with certain PRC banks, several of our PRC subsidiaries also
agreed not to distribute any dividend:

• before prior notice has been made to or written approval has been obtained (if the proposed
dividend exceeds a certain percentage of such subsidiary’s net profit) from the lender; or

• if after-tax net profit is zero or negative or is insufficient to meet cumulative losses in prior
years or if pre-tax net profit has not been used to repay principal interest and costs on the
relevant loan due in the same year or is insufficient to repay principal, interest and costs on
the relevant loan due on the next payment date.

One of such PRC subsidiaries will be designated as an Unrestricted Subsidiary under the Indenture
governing the Notes.

October 2016 Notes

On October 4, 2016, we entered into an indenture (as amended and supplemented from time to
time, the ‘‘October 2016 Indenture’’) pursuant to which we issued US$400,000,000 principal amount of
the 7.375% Senior Notes due 2021. On December 29, 2016, we issued an additional US$100,000,000 of
the 7.375% Senior Notes due 2021. As of the date of this offering memorandum, the entire principal
amount of the 2016 Notes remained outstanding.
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Guarantee

Our obligations under the October 2016 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the October 2016
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the
October 2016 Notes.

Collateral

In order to secure the obligations under the October 2016 Notes, the Company and the Subsidiary
Guarantors under the October 2016 Indenture pledged the capital stock of all such Subsidiary Guarantors
for the benefit of the holders of the October 2016 Notes (the ‘‘Collateral’’). The Collateral may be
released or reduced in the event of certain asset sales and certain other circumstances. In addition, the
Company and each subsidiary guarantor pledgor under the October 2016 Indenture may, subject to
certain conditions, incur additional indebtedness provided that such indebtedness would be on a pari
passu basis with the October 2016 Notes and the related subsidiary guarantees, and other pari passu
secured indebtedness permitted under the October 2016 Indenture. The trustee for the October 2016
Notes acceded to the Intercreditor Agreement, which had provided that the Collateral is to be shared on
a pari passu basis among the holders of the October 2016 Notes and the holders of other permitted pari
passu indebtedness.

Interest

The October 2016 Notes bear an interest rate of 7.375% per annum, payable semi-annually in
arrears.

Covenants

Subject to certain conditions and exceptions, the October 2016 Indenture contains certain
covenants, restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;
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• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The October 2016 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the October 2016 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the October 2016 Indenture. If an event of default occurs and is
continuing, the trustee under the October 2016 Indenture or the holders of at least 25% of the
outstanding October 2016 Notes may declare the principal of the October 2016 Notes plus any accrued
and unpaid interest and premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control and a rating decline, we are obligated
to make an offer to repurchase all outstanding October 2016 Notes at a purchase price equal to 101% of
their principal amount plus any accrued and unpaid interest.

Maturity and Redemption

The maturity date of the October 2016 Notes is the interest payment date on or nearest to October
4, 2021. At any time and from time to time on or after October 4, 2019, the Company may at its option
redeem the October 2016 Notes, in whole or in part, at redemption prices set forth in the terms and
conditions of the October 2016 Notes plus accrued and unpaid interest, if any, to (but not including) the
redemption date. At any time prior to October 4, 2019, the Company may at its option redeem the
October 2016 Notes, in whole but not in part, at a redemption price equal to 100% of the principal
amount of the 2016 Notes plus the applicable premium as of, and accrued and unpaid interest, if any, to
(but not including) the redemption date.

At any time and from time to time prior to October 4, 2019, the Company may redeem up to 35%
of the aggregate principal amount of the October 2016 Notes at a redemption price of 107.375% of the
principal amount of the October 2016 Notes, plus accrued and unpaid interest, if any, to (but not
including) the redemption date, with the net cash proceeds from sales of certain kinds of its capital
stock, subject to certain conditions. Subject to certain exceptions, the Company may redeem the October
2016 Notes, as a whole but not in part, at a redemption price equal to 100% of the principal amount
thereof, together with accrued and unpaid interest (including any Additional Amounts), if any, to the
date fixed by the Company for redemption, if the Company or a Subsidiary Guarantor would become
obligated to pay certain additional amounts as a result of certain changes in specified tax laws or certain
other circumstances.

July 2017 Notes

On July 5, 2017, we entered into an indenture (as amended and supplemented from time to time,
the ‘‘July 2017 Indenture’’) pursuant to which we issued US$300,000,000 principal amount of the 7.95%
Senior Notes due 2022. As of the date of this offering memorandum, the entire principal amount of the
July 2017 Notes remained outstanding.
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Guarantee

Our obligations under the July 2017 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the July 2017
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the July
2017 Notes.

Collateral

In order to secure the obligations under the July 2017 Notes, the Company and the Subsidiary
Guarantors under the July 2017 Indenture pledged the capital stock of all such Subsidiary Guarantors for
the benefit of the holders of the July 2017 Notes (the ‘‘Collateral’’). The Collateral may be released or
reduced in the event of certain asset sales and certain other circumstances. In addition, the Company and
each subsidiary guarantor pledgor under the July 2017 Indenture may, subject to certain conditions,
incur additional indebtedness provided that such indebtedness would be on a pari passu basis with the
July 2017 Notes and the related subsidiary guarantees, and other pari passu secured indebtedness
permitted under the July 2017 Indenture. The trustee for the July 2017 Notes acceded to the Intercreditor
Agreement, which had provided that the Collateral is to be shared on a pari passu basis among the
holders of the October 2016 Notes, the holders of the July 2017 Notes and the holders of other
permitted pari passu indebtedness.

Interest

The July 2017 Notes bear an interest rate of 7.95% per annum, payable in arrears on January 5,
2017 and July 5 of each year.

Covenants

Subject to certain conditions and exceptions, the July 2017 Indenture contains certain covenants,
restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

210



• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The July 2017 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the July 2017 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the July 2017 Indenture. If an event of default occurs and is continuing,
the trustee under the July 2017 Indenture or the holders of at least 25% of the outstanding July 2017
Notes may declare the principal of the July 2017 Notes plus any accrued and unpaid interest and
premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding July 2017 Notes at a purchase price equal to 101% of their principal amount
plus any accrued and unpaid interest.

Maturity

The maturity date of the July 2017 Notes is the interest payment date on or nearest to July 5,
2022.

At any time and from time to time on or after July 5, 2020, the Company may at its option redeem
the July 2017 Notes, in whole or in part, at redemption prices set forth in the terms and conditions of
the July 2017 Notes plus accrued and unpaid interest, if any, to (but not including) the redemption date.
At any time prior to July 5, 2020, the Company may at its option redeem the July 2017 Notes, in whole
but not in part, at a redemption price equal to 100% of the principal amount of the July 2017 Notes plus
the applicable premium as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date.

At any time and from time to time prior to July 5, 2020, the Company may redeem up to 35% of
the aggregate principal amount of the July 2017 Notes at a redemption price of 107.95% of the principal
amount of the July 2017 Notes, plus accrued and unpaid interest, if any, to (but not including) the
redemption date, with the net cash proceeds from sales of certain kinds of its capital stock, subject to
certain conditions. Upon the occurrence of a Change of Control Triggering Event as defined in the terms
and conditions of the July 2017 Notes, we must make an offer to repurchase all July 2017 Notes
outstanding at a purchase price equal to 101% of their principal amount, plus accrued and unpaid
interest, if any, to the date of repurchase.

March 2018 Notes

On March 8, 2018, we entered into an indenture (as amended and supplemented from time to time,
the ‘‘March 2018 Indenture’’) pursuant to which we issued US$350,000,000 principal amount of the
8.375% Senior Notes due 2021. On March 16, 2018, we issued an additional US$100,000,000 of the
8.375% Senior Notes due 2021. On May 7, we issued an additional US$150,000,000 of the 8.375%
Senior Notes due 2021. In January 2020 and October 2020, we offered to repurchase for cash part of the
March 2018 Notes. As of the date of this offering memorandum, the March 2018 Notes in the aggregate
principal amount of US$480,429,000 remains outstanding. We are concurrently conducting an offer to
purchase for cash the March 2018 Notes, which we intend to finance with proceeds from this offering.
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Guarantee

Our obligations under the March 2018 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the March 2018
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the March
2018 Notes.

Collateral

In order to secure the obligations under the March 2018 Notes, the Company and the Subsidiary
Guarantors under the March 2018 Indenture pledged the capital stock of all such Subsidiary Guarantors
for the benefit of the holders of the March 2018 Notes (the ‘‘Collateral’’). The Collateral may be
released or reduced in the event of certain asset sales and certain other circumstances. In addition, the
Company and each subsidiary guarantor pledgor under the March 2018 Indenture may, subject to certain
conditions, incur additional indebtedness provided that such indebtedness would be on a pari passu
basis with the March 2018 Notes and the related subsidiary guarantees, and other pari passu secured
indebtedness permitted under the March 2018 Indenture. The trustee for the March 2018 Notes acceded
to the Intercreditor Agreement, which had provided that the Collateral is to be shared on a pari passu
basis among the holders of the October 2016 Notes, the holders of the July 2017 Notes, the holders of
the February 2018 Notes and the holders of other permitted pari passu indebtedness.

Interest

The March 2018 Notes bear an interest rate of 8.375% per annum, payable in arrears on September
8, and March 8, each year.

Covenants

Subject to certain conditions and exceptions, the March 2018 Indenture contains certain covenants,
restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;
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• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The March 2018 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the March 2018 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the March 2018 Indenture. If an event of default occurs and is continuing,
the trustee under the March 2018 Indenture or the holders of at least 25% of the outstanding March
2018 Notes may declare the principal of the March 2018 Notes plus any accrued and unpaid interest and
premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding March 2018 Notes at a purchase price equal to 101% of their principal
amount plus any accrued and unpaid interest.

Maturity

The maturity date of the March 2018 Notes is the interest payment date on or nearest to March 8,
2021.

At any time prior to the March 8, 2021, we may at our option redeem the March 2018 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the March 2018
Notes plus a premium as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date. At any time and from time to time prior to March 8, 2021, we may redeem up to 35%
of the March 2018 Notes, at a redemption price of 108.375% of the principal amount of the March 2018
Notes, plus accrued and unpaid interest, if any, to (but not including) the redemption date, with the net
cash proceeds from sales of certain kinds of capital stock of the Company.

Second December 2018 Notes

On December 18, 2018, we entered into an indenture (as amended and supplemented from time to
time, the ‘‘Second December 2018 Indenture’’) pursuant to which we issued US$130,000,000 principal
amount of the 15.0% Senior Notes due 2021. We further issued on December 28, 2018 and January 31,
2019 additional notes which were consolidated and formed a single class with the notes issued on
December 18, 2018. The total outstanding amount of the Second December 2018 Notes is
US$300,000,000. As of the date of this offering memorandum, the entire principal amount of the
Second December 2018 Notes remained outstanding.

Guarantee

Our obligations under the Second December 2018 Notes are guaranteed by the Subsidiary
Guarantors. Under certain circumstances and subject to certain conditions, a guarantee by a Subsidiary
Guarantor may be replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in
the Second December 2018 Indenture. Each of the Subsidiary Guarantors, jointly and severally,
guarantees the due and punctual payment of the principal, any premium, and interest on, and all other
amounts payable under, the Second December 2018 Notes.
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Collateral

In order to secure the obligations under the Second December 2018 Notes, the Company and the
Subsidiary Guarantors under the Second December 2018 Indenture pledged the capital stock of all such
Subsidiary Guarantors for the benefit of the holders of the Second December 2018 Notes (the
‘‘Collateral’’). The Collateral may be released or reduced in the event of certain asset sales and certain
other circumstances. In addition, the Company and each subsidiary guarantor pledgor under the Second
December 2018 Indenture may, subject to certain conditions, incur additional indebtedness provided that
such indebtedness would be on a pari passu basis with the Second December 2018 Notes and the related
subsidiary guarantees, and other pari passu secured indebtedness permitted under the Second December
2018 Indenture. The trustee for the Second December 2018 Notes acceded to the Intercreditor
Agreement, which had provided that the Collateral is to be shared on a pari passu basis among the
holders of the October 2016 Notes, the holders of the July 2017 Notes, the holders of the March 2018
Notes and the holders of other permitted pari passu indebtedness.

Interest

The Second December 2018 Notes bear an interest rate of 15.0% per annum, payable in arrears on
December 18 and June 18 of each year.

Covenants

Subject to certain conditions and exceptions, the Second December 2018 Indenture contains certain
covenants, restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.
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Events of Default

The Second December 2018 Indenture contains certain customary events of default, including
default in the payment of principal, or of any premium, on the Second December 2018 Notes, when such
payments become due, default in payment of interest which continues for 30 days, breaches of
covenants, insolvency and other events of default specified in the Second December 2018 Indenture. If
an event of default occurs and is continuing, the trustee under the Second December 2018 Indenture or
the holders of at least 25% of the outstanding Second December 2018 Notes may declare the principal
of the Second December 2018 Notes plus any accrued and unpaid interest and premium (if any) to be
immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding Second December 2018 Notes at a purchase price equal to 101% of their
principal amount plus any accrued and unpaid interest.

Maturity

The maturity date of the Second December 2018 Notes is the interest payment date on or nearest to
December 18, 2021.

At any time prior to December 18, 2021, the Company may at its option redeem the Second
December 2018 Notes, in whole but not in part, at a redemption price equal to 100% of the principal
amount of the Second December 2018 Notes plus the applicable premium as of, and accrued and unpaid
interest, if any, to (but not including) the redemption date.

At any time and from time to time prior to December 18, 2021, the Company may redeem up to
35% of the aggregate principal amount of the Second December 2018 Notes at a redemption price of
115.0% of the principal amount of the Second December 2018 Notes, plus accrued and unpaid interest,
if any, to (but not including) the redemption date, with the net cash proceeds from sales of certain kinds
of its capital stock, subject to certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the Second December 2018 Notes, we must make an offer to repurchase all Second
December 2018 Notes outstanding at a purchase price equal to 101% of their principal amount, plus
accrued and unpaid interest, if any, to the date of repurchase.

April 2019 Notes

On April 17, 2019, we entered into an indenture (as amended and supplemented from time to time,
the ‘‘April 2019 Indenture’’) pursuant to which we issued US$200,000,000 principal amount of the
11.75% Senior Notes due 2022. We further issued on August 5, 2019 additional notes which were
consolidated and formed a single class with the notes issued on April 17, 2019. The total outstanding
amount of the April 2019 Notes is US$300,000,000. As of the date of this offering memorandum, the
entire principal amount of the April 2019 Notes remained outstanding.

Guarantee

Our obligations under the April 2019 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the April 2019
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Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the April
2019 Notes.

Collateral

In order to secure the obligations under the April 2019 Notes, the Company and the Subsidiary
Guarantors under the April 2019 Indenture pledged the capital stock of all such Subsidiary Guarantors
for the benefit of the holders of the April 2019 Notes (the ‘‘Collateral’’). The Collateral may be released
or reduced in the event of certain asset sales and certain other circumstances. In addition, the Company
and each subsidiary guarantor pledgor under the April 2019 Indenture may, subject to certain conditions,
incur additional indebtedness provided that such indebtedness would be on a pari passu basis with the
April 2019 Notes and the related subsidiary guarantees, and other pari passu secured indebtedness
permitted under the April 2019 Indenture. The trustee for the April 2019 Notes acceded to the
Intercreditor Agreement, which had provided that the Collateral is to be shared on a pari passu basis
among the holders of the October 2016 Notes, the holders of the July 2017 Notes, the holders of the
March 2018 Notes, the holders of the Second December 2018 Notes and the holders of other permitted
pari passu indebtedness.

Interest

The April 2019 Notes bear an interest rate of 11.75% per annum, payable in arrears on October 17
and April 17 in each year, starting from October 17, 2019.

Covenants

Subject to certain conditions and exceptions, the April 2019 Indenture contains certain covenants,
restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.
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Events of Default

The April 2019 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the April 2019 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the April 2019 Indenture. If an event of default occurs and is continuing,
the trustee under the April 2019 Indenture or the holders of at least 25% of the outstanding April 2019
Notes may declare the principal of the April 2019 Notes plus any accrued and unpaid interest and
premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding April 2019 Notes at a purchase price equal to 101% of their principal amount
plus any accrued and unpaid interest.

Maturity

The maturity date of the April 2019 Notes is April 17, 2022.

On or after April 17, 2021, the Company may at its option redeem the April 2019 Notes, in whole
but not in part, at a redemption price equal to 104.5% of the principal amount of the April 2019 Notes
plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date.

At any time prior to April 17, 2021, the Company may at its option redeem the April 2019 Notes,
in whole but not in part, at a redemption price equal to 100% of the principal amount of the April 2019
Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but not including)
the redemption date.

At any time and from time to time prior to April 17, 2021, the Company may redeem up to 35% of
the aggregate principal amount of the April 2019 Notes at a redemption price of 111.75% of the
principal amount of the April 2019 Notes, plus accrued and unpaid interest, if any, to (but not including)
the redemption date, with the net cash proceeds from sales of certain kinds of its capital stock, subject
to certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the April 2019 Notes, we must make an offer to repurchase all April 2019 Notes
outstanding at a purchase price equal to 101% of their principal amount, plus accrued and unpaid
interest, if any, to the date of repurchase.

July 2019 Notes

On July 18, 2019, we entered into an indenture (as amended and supplemented from time to time,
the ‘‘July 2019 Indenture’’) pursuant to which we issued US$200,000,000 principal amount of the
12.25% Senior Notes due 2022. We further issued on November 18, 2019 additional notes which were
consolidated and formed a single class with the notes issued on July 18, 2019. The total outstanding
amount of the July 2019 Notes is US$350,000,000. As of the date of this offer memorandum, the entire
principal amount of the July 2019 Notes remained outstanding.
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Guarantee

Our obligations under the July 2019 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the July 2019
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the July
2019 Notes.

Collateral

In order to secure the obligations under the July 2019 Notes, the Company and the Subsidiary
Guarantors under the July 2019 Indenture pledged the capital stock of all such Subsidiary Guarantors for
the benefit of the holders of the July 2019 Notes (the ‘‘Collateral’’). The Collateral may be released or
reduced in the event of certain asset sales and certain other circumstances. In addition, the Company and
each subsidiary guarantor pledgor under the July 2019 Indenture may, subject to certain conditions,
incur additional indebtedness provided that such indebtedness would be on a pari passu basis with the
July 2019 Notes and the related subsidiary guarantees, and other pari passu secured indebtedness
permitted under the July 2019 Indenture. The trustee for the July 2019 Notes acceded to the Intercreditor
Agreement, which had provided that the Collateral is to be shared on a pari passu basis among the
holders of the October 2016 Notes, the holders of the July 2017 Notes, the holders of the March 2018
Notes, the holders of the Second December 2018 Notes, the holders of the April 2019 Notes and the
holders of other permitted pari passu indebtedness.

Interest

The July 2019 Notes bear an interest rate of 12.25% per annum, payable in arrears on April 18 and
October 18 in each year, starting from April 18, 2020.

Covenants

Subject to certain conditions and exceptions, the July 2019 Indenture contains certain covenants,
restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;
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• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The July 2019 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the July 2019 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the July 2019 Indenture. If an event of default occurs and is continuing,
the trustee under the July 2019 Indenture or the holders of at least 25% of the outstanding July 2019
Notes may declare the principal of the July 2019 Notes plus any accrued and unpaid interest and
premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding July 2019 Notes at a purchase price equal to 101% of their principal amount
plus any accrued and unpaid interest.

Maturity

The maturity date of the July 2019 Notes is July 18, 2022.

On or after July 18, 2021, the Company may at its option redeem the July 2019 Notes, in whole
but not in part, at a redemption price equal to 104.5% of the principal amount of the July 2019 Notes
plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not including) the
redemption date.

At any time prior to July 18, 2021, the Company may at its option redeem the July 2019 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the July 2019
Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but not including)
the redemption date.

At any time and from time to time prior to July 18, 2021, the Company may redeem up to 35% of
the aggregate principal amount of the July 2019 Notes at a redemption price of 112.25% of the principal
amount of the July 2019 Notes, plus accrued and unpaid interest, if any, to (but not including) the
redemption date, with the net cash proceeds from sales of certain kinds of its capital stock, subject to
certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the July 2019 Notes, we must make an offer to repurchase all July 2019 Notes outstanding
at a purchase price equal to 101% of their principal amount, plus accrued and unpaid interest, if any, to
the date of repurchase.

January 2020 Notes

On January 9, 2020, we entered into an indenture (as amended and supplemented from time to
time, the ‘‘January 2020 Indenture’’) pursuant to which we issued US$450,000,000 principal amount of
the 10.875% Senior Notes due 2023. As of the date of this offer memorandum, the entire principal
amount of the January 2020 Notes remained outstanding.
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Guarantee

Our obligations under the January 2020 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the January 2020
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the
January 2020 Notes.

Collateral

In order to secure the obligations under the January 2020 Notes, the Company and the Subsidiary
Guarantors under the January 2020 Indenture pledged the capital stock of all such Subsidiary Guarantors
for the benefit of the holders of the January 2020 Notes (the ‘‘Collateral’’). The Collateral may be
released or reduced in the event of certain asset sales and certain other circumstances. In addition, the
Company and each subsidiary guarantor pledgor under the January 2020 Indenture may, subject to
certain conditions, incur additional indebtedness provided that such indebtedness would be on a pari
passu basis with the January 2020 Notes and the related subsidiary guarantees, and other pari passu
secured indebtedness permitted under the January 2020 Indenture. The trustee for the January 2020
Notes acceded to the Intercreditor Agreement, which had provided that the Collateral is to be shared on
a pari passu basis among the holders of the October 2016 Notes, the holders of the July 2017 Notes, the
holders of the March 2018 Notes, the holders of the Second December 2018 Notes, the holders of the
April 2019 Notes, the holders of the July 2019 Notes and the holders of other permitted pari passu
indebtedness.

Interest

The January 2020 Notes bear an interest rate of 10.875% per annum, payable in arrears on January
9 and July 9 in each year, starting from July 9, 2020.

Covenants

Subject to certain conditions and exceptions, the January 2020 Indenture contains certain
covenants, restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;
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• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The January 2020 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the January 2020 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the January 2020 Indenture. If an event of default occurs and is
continuing, the trustee under the January 2020 Indenture or the holders of at least 25% of the
outstanding January 2020 Notes may declare the principal of the January 2020 Notes plus any accrued
and unpaid interest and premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding January 2020 Notes at a purchase price equal to 101% of their principal
amount plus any accrued and unpaid interest.

Maturity

The maturity date of the January 2020 Notes is January 9, 2023.

On or after January 9, 2022, the Company may at its option redeem the January 2020 Notes, in
whole but not in part, at a redemption price equal to 105.4375% of the principal amount of the January
2020 Notes plus the applicable premium as of, and accrued and unpaid interest, if any, to (but not
including) the redemption date.

At any time prior to January 9, 2022, the Company may at its option redeem the January 2020
Notes, in whole but not in part, at a redemption price equal to 100% of the principal amount of the
January 2020 Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but
not including) the redemption date.

At any time and from time to time prior to January 9, 2022, the Company may redeem up to 35%
of the aggregate principal amount of the January 2020 Notes at a redemption price of 110.875% of the
principal amount of the January 2020 Notes, plus accrued and unpaid interest, if any, to (but not
including) the redemption date, with the net cash proceeds from sales of certain kinds of its capital
stock, subject to certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the January 2020 Notes, we must make an offer to repurchase all January 2020 Notes
outstanding at a purchase price equal to 101% of their principal amount, plus accrued and unpaid
interest, if any, to the date of repurchase.

Original Notes

On June 1, 2020, we issued the Original Notes. As of the date of this offering memorandum, a
total of US$300,000,000 principal amount of the Original Notes remains outstanding. For the description
of the terms of the Original Notes, see ‘‘Description of the Notes’’ of this offering memorandum.
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July 2020 Notes

On July 23, 2020, we entered into an indenture (as amended and supplemented from time to time,
the ‘July 2020 Indenture’’) pursuant to which we issued US$350,000,000 principal amount of the 9.25%
Senior Notes due 2023. On August 14, 2020, we issued additional July 2020 Notes in the amount of
US$200 million. As of the date of this offer memorandum, the entire principal amount of the July 2020
Notes remained outstanding.

Guarantee

Our obligations under the July 2020 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the July 2020
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the July
2020 Notes.

Collateral

In order to secure the obligations under the July 2020 Notes, the Company and the Subsidiary
Guarantors under the July 2020 Indenture pledged the capital stock of all such Subsidiary Guarantors for
the benefit of the holders of the July 2020 Notes (the ‘‘Collateral’’). The Collateral may be released or
reduced in the event of certain asset sales and certain other circumstances. In addition, the Company and
each subsidiary guarantor pledgor under the July 2020 Indenture may, subject to certain conditions,
incur additional indebtedness provided that such indebtedness would be on a pari passu basis with the
July 2020 Notes and the related subsidiary guarantees, and other pari passu secured indebtedness
permitted under the July 2020 Indenture. The trustee for the July 2020 Notes acceded to the Intercreditor
Agreement, which had provided that the Collateral is to be shared on a pari passu basis among the
holders of the October 2016 Notes, the holders of the July 2017 Notes, the holders of the March 2018
Notes, the holders of the Second December 2018 Notes, the holders of the April 2019 Notes, the holders
of the July 2019 Notes, the holders of the January 2020 Notes, the holders of the Original Notes, and
the holders of other permitted pari passu indebtedness.

Interest

The July 2020 Notes bear an interest rate of 9.25% per annum, payable in arrears on January 28
and July 28 in each year, starting from January 28, 2021.

Covenants

Subject to certain conditions and exceptions, the July 2020 Indenture contains certain covenants,
restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;

• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;
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• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay
dividends, transfer assets or make intercompany loans;

• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The July 2020 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the July 2020 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the July 2020 Indenture. If an event of default occurs and is continuing,
the trustee under the July 2020 Indenture or the holders of at least 25% of the outstanding July 2020
Notes may declare the principal of the July 2020 Notes plus any accrued and unpaid interest and
premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding July 2020 Notes at a purchase price equal to 101% of their principal amount
plus any accrued and unpaid interest.

Maturity

The maturity date of the July 2020 Notes is July 28, 2023.

On or after July 28, 2022, the Company may at its option redeem the July 2020 Notes, in whole
but not in part, at a redemption price equal to 104.625% of the principal amount of the July 2020 Notes
plus accrued and unpaid interest, if any, to (but not including) the redemption date.

At any time prior to July 28, 2022, the Company may at its option redeem the July 2020 Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the July 2020
Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but not including)
the redemption date.

At any time and from time to time prior to July 28, 2022, the Company may redeem up to 35% of
the aggregate principal amount of the July 2020 Notes at a redemption price of 109.25% of the principal
amount of the July 2020 Notes, plus accrued and unpaid interest, if any, to (but not including) the
redemption date, with the net cash proceeds from sales of certain kinds of its capital stock, subject to
certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the July 2020 Notes, we must make an offer to repurchase all July 2020 Notes outstanding
at a purchase price equal to 101% of their principal amount, plus accrued and unpaid interest, if any, to
the date of repurchase.
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Contingent Liabilities

In line with industry practice, we provide guarantees to mortgagee banks in respect of mortgage
loans taken out by purchasers of our properties. Such guarantee obligations typically terminate upon the
delivery of the relevant property ownership certificates on the underlying property to the bank. As of
June 30, 2020 the aggregate outstanding amount guaranteed was RMB10,290.9 million (US$1,456.6
million).

October 2020 Notes

On October 19, 2020, we entered into an indenture (as amended and supplemented from time to
time, the ‘‘October 2020 Indenture’’) pursuant to which we issued US$200,000,000 principal amount of
the 9.875% Senior Notes due 2023. On December 4, 2020, we issued additional October 2020 Notes in
an aggregate principal amount of US$120,000,000. As of the date of this offer memorandum, the entire
principal amount of the October 2020 Notes remained outstanding.

Guarantee

Our obligations under the October 2020 Notes are guaranteed by the Subsidiary Guarantors. Under
certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor may be
replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the October 2020
Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due and punctual
payment of the principal, any premium, and interest on, and all other amounts payable under, the
October 2020 Notes.

Collateral

In order to secure the obligations under the October 2020 Notes, the Company and the Subsidiary
Guarantors under the October 2020 Indenture pledged the capital stock of all such Subsidiary Guarantors
for the benefit of the holders of the October 2020 Notes (the ‘‘Collateral’’). The Collateral may be
released or reduced in the event of certain asset sales and certain other circumstances. In addition, the
Company and each subsidiary guarantor pledgor under the October 2020 Indenture may, subject to
certain conditions, incur additional indebtedness provided that such indebtedness would be on a pari
passu basis with the October 2020 Notes and the related subsidiary guarantees, and other pari passu
secured indebtedness permitted under the October 2020 Indenture. The trustee for the October 2020
Notes acceded to the Intercreditor Agreement, which had provided that the Collateral is to be shared on
a pari passu basis among the holders of the October 2016 Notes, the holders of the July 2017 Notes, the
holders of the March 2018 Notes, the holders of the Second December 2018 Notes, the holders of the
April 2019 Notes, the holders of the July 2019 Notes, the holders of the January 2020 Notes, the holders
of the Original Notes, the holders of the July 2020 Notes and the holders of other permitted pari passu
indebtedness.

Interest

The October 2020 Notes bear an interest rate of 9.875% per annum, payable in arrears on April 19
and October 19 in each year, starting from April 19, 2021.

Covenants

Subject to certain conditions and exceptions, the October 2020 Indenture contains certain
covenants, restricting us and each of the related restricted subsidiaries from, among other things:

• incurring or guaranteeing additional indebtedness and issuing disqualified or preferred stock;
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• declaring dividends on its capital stock or purchasing or redeeming capital stock;

• making investments or other specified restricted payments;

• issuing or selling capital stock of the certain restricted subsidiaries;

• guaranteeing indebtedness of the related restricted subsidiaries;

• selling assets;

• creating liens;

• entering into sale and leaseback transactions;

• engaging in any business other than permitted business;

• entering into agreements that restrict the related restricted subsidiaries’ ability to pay

• dividends, transfer assets or make intercompany loans;

• entering into transactions with shareholders or affiliates; and

• effecting a consolidation or merger.

Events of Default

The October 2020 Indenture contains certain customary events of default, including default in the
payment of principal, or of any premium, on the October 2020 Notes, when such payments become due,
default in payment of interest which continues for 30 days, breaches of covenants, insolvency and other
events of default specified in the October 2020 Indenture. If an event of default occurs and is
continuing, the trustee under the October 2020 Indenture or the holders of at least 25% of the
outstanding October 2020 Notes may declare the principal of the October 2020 Notes plus any accrued
and unpaid interest and premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding October 2020 Notes at a purchase price equal to 101% of their principal
amount plus any accrued and unpaid interest.

Maturity

The maturity date of the October 2020 Notes is October 19, 2023.

On or after October 19, 2022, the Company may at its option redeem the October 2020 Notes, in
whole but not in part, at a redemption price equal to 104.9375% of the principal amount of the October
2020 Notes plus accrued and unpaid interest, if any, to (but not including) the redemption date.

At any time prior to October 19, 2022, the Company may at its option redeem the October 2020
Notes, in whole but not in part, at a redemption price equal to 100% of the principal amount of the
October 2020 Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but
not including) the redemption date.
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At any time and from time to time prior to October 19, 2022, the Company may redeem up to 35%
of the aggregate principal amount of the October 2020 Notes at a redemption price of 109.875% of the
principal amount of the October 2020 Notes, plus accrued and unpaid interest, if any, to (but not
including) the redemption date, with the net cash proceeds from sales of certain kinds of its capital
stock, subject to certain conditions.

Upon the occurrence of a Change of Control Triggering Event as defined in the terms and
conditions of the October 2020 Notes, we must make an offer to repurchase all October 2020 Notes
outstanding at a purchase price equal to 101% of their principal amount, plus accrued and unpaid
interest, if any, to the date of repurchase.

December 2020 Notes

On December 18, 2020, we entered into an indenture (as amended and supplemented from time to
time, ‘‘the December 2020 Indenture’’) pursuant to which we issued US$150,000,000 principal amount
of 6.95% Senior Notes due 2021. On December 28, 2020, we issued additional December 2020 Notes in
an aggregate principal amount of US$100,000,000. As of the date of this offer memorandum, the entire
principal amount of the December 2020 Notes remained outstanding.

Guarantee

Our obligations under the December 2020 Notes are guaranteed by the Subsidiary Guarantors.
Under certain circumstances and subject to certain conditions, a guarantee by a Subsidiary Guarantor
may be replaced by a limited-recourse guarantee, referred to as a JV Subsidiary Guarantee in the
December 2020 Indenture. Each of the Subsidiary Guarantors, jointly and severally, guarantees the due
and punctual payment of the principal, any premium, and interest on, and all other amounts payable
under, the December 2020 Notes.

Collateral

In order to secure the obligations under the December 2020 Notes, the Company and the
Subsidiary Guarantors under the December 2020 Indenture pledged the capital stock of all such
Subsidiary Guarantors for the benefit of the holders of the December 2020 Notes (the ‘‘Collateral’’). The
Collateral may be released or reduced in the event of certain asset sales and certain other circumstances.
In addition, the Company and each subsidiary guarantor pledgor under the December 2020 Indenture
may, subject to certain conditions, incur additional indebtedness provided that such indebtedness would
be on a pari passu basis with the December 2020 Notes and the related subsidiary guarantees, and other
pari passu secured indebtedness permitted under the December 2020 Indenture. The trustee for the
December 2020 Notes acceded to the Intercreditor Agreement, which had provided that the Collateral is
to be shared on a pari passu basis among the holders of the October 2016 Notes, the holders of the July
2017 Notes, the holders of the March 2018 Notes, the holders of the Second December 2018 Notes, the
holders of the April 2019 Notes, the holders of the July 2019 Notes, the holders of the January 2020
Notes, the holders of the Original Notes, the holders of the December 2020 Notes, and the holders of
other permitted pari passu indebtedness.

Interest

The December 2020 Notes bear an interest rate of 6.95% per annum, payable in arrears on June
18, 2021 and December 17, 2021, starting from December 18, 2020.

Covenants

Subject to certain conditions and exceptions, the December 2020 Indenture contains certain
covenants, restricting us and each of the related restricted subsidiaries from, among other things:
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• incur or guarantee additional indebtedness and issue disqualified or preferred stock;

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

• make investments or other specified restricted payments;

• issue or sell capital stock of Restricted Subsidiaries;

• guarantee indebtedness of Restricted Subsidiaries;

• sell assets;

• create liens;

• enter into sale and leaseback transactions;

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

• enter into transactions with shareholders or affiliates; and

• effect a consolidation or merger.

Events of Default

The December 2020 Indenture contains certain customary events of default, including default in
the payment of principal, or of any premium, on the December 2020 Notes, when such payments
become due, default in payment of interest which continues for 30 days, breaches of covenants,
insolvency and other events of default specified in the December 2020 Indenture. If an event of default
occurs and is continuing, the trustee under the December 2020 Indenture or the holders of at least 25%
of the outstanding December 2020 Notes may declare the principal of the December 2020 Notes plus
any accrued and unpaid interest and premium (if any) to be immediately due and payable.

Change of Control

Upon the occurrence of a certain event of change of control, we are obligated to make an offer to
repurchase all outstanding December 2020 Notes at a purchase price equal to 101% of their principal
amount plus any accrued and unpaid interest.

Maturity

The maturity date of the December 2020 Notes is December 17, 2021.

At any time prior to December 17, 2021, the Company may at its option redeem the Notes, in
whole but not in part, at a redemption price equal to 100% of the principal amount of the December
Notes plus the Applicable Premium as of, and accrued and unpaid interest, if any, to (but not including)
the redemption date.
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Offshore Facility Agreements

2019 CITIC (US) Loan

In July 2019, Fantasia 373 Hotel (US), LLC, our wholly-owned subsidiary that is not a 2012
Subsidiary Guarantor, a January 2013 Subsidiary Guarantor, a 2015 Subsidiary Guarantor or an October
2016 Subsidiary Guarantor and will not guarantee the Notes, as borrower, entered into a US$22.0
million loan agreement with China CITIC Bank International Limited, New York Branch, as lender. In
connection with the loan agreement, Fantasia Investment Holdings Co., Limited, our wholly owned
subsidiary that is a 2012 Subsidiary Guarantor, a January 2013 Subsidiary Guarantor, a 2015 Subsidiary
Guarantor or an October 2016 Subsidiary Guarantor and will also guarantee the Notes, provided a
guarantee in favor of the lenders for the entire amount of the loan agreement.

Onshore Bonds

2015 Onshore Bonds

On September 18, 2015, Fantasia Group China issued public domestic corporate bonds in
aggregate amount of RMB2 billion with an interest rate of 6.95% to reduce our capital costs and foreign
exchange risk, and lay a solid foundation for the expansion of our business scale and sustainable
development.

Under the 2015 Onshore Bonds, the Company shall not pay dividends to its shareholders if the
Company is or will be unable to pay the principal amount or interest of the 2015 Onshore Bonds when
due. As of the date of this offering memorandum, the entire principal amount of the 2015 Onshore
Bonds remained outstanding.

2016 Onshore Bonds

In 2016, we issued seven tranches of domestic corporate bonds through our subsidiaries. On
January 4, 2016, Fantasia Group China issued public domestic corporate bonds of RMB1.1 billion with
an interest rate of 7.29% per annum which will mature on December 31, 2020. On January 29, 2016,
Colour Life, a non-wholly owned subsidiary of the Company which is an Unrestricted Subsidiary under
our the October 2016 Notes and the Notes, issued non-public domestic corporate bonds of RMB100
million with an interest rate of 6.7% per annum which matured on January 28, 2019. On May 19, 2016,
Fantasia Group China issued non- public domestic corporate bonds of RMB500 million with an interest
rate of 7.5% per annum which matured on May 19, 2019. On July 15, 2016, Fantasia Group China
issued non-public domestic corporate bonds of RMB331 million with an interest rate of 6.80% per
annum which matured on July 15, 2019. On August 17, 2016, Fantasia Group China issued non-public
domestic corporate bonds of RMB1.3 billion with an interest rate of 7.20% per annum which matured on
August 17, 2019. On August 23, 2016, Fantasia Group China issued non-public domestic corporate
bonds of RMB300 million with an interest rate of 7.30% per annum which matured on August 23, 2019.
On September 7, 2016, Fantasia Group China issued non-public domestic corporate bonds of RMB569
million with an interest rate of 6.60% per annum which matured on September 7, 2019.

As of June 30, 2020, RMB1,091.2 million (US$156.7 million) of the seven tranches of the 2016
Onshore Bonds remained outstanding.

2018 Corporate Bonds

Fantasia China, a wholly-owned subsidiary of us established in the PRC, has received the approval
letter from China Securities Regulatory Commission (‘‘CSRC’’) on November 15, 2018 to undertake
public offerings of corporate bonds with the face value of up RMB2,900,000,000 to qualified investors.
The corporate bonds will be issued in tranches. The issuance of the first tranche shall be completed
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