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 does not constitute an offer to sell or the solicitation of an offer to buy
any securities in the United States or any other jurisdiction in which such offer, solicitation or
sale would be unlawful prior to registration or qualification under the securities laws of any
such jurisdiction. The securities referred to herein will not be registered under the Securities
Act, and may not be offered or sold in the United States except pursuant to an exemption from,
or a transaction not subject to, the registration requirements of the Securities Act. Any public
offering of securities to be made in the United States will be made by means of a prospectus.
Such prospectus will contain detailed information about the company making the offer and
its management and financial statements. The Company does not intend to make any public
offering of securities in the United States.
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OVERSEAS REGULATORY ANNOUNCEMENT

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

Reference is made to the announcements of Ronshine China Holdings Limited (Fl {5 H [ £ %
A BRZF]) (the “Company”) dated February 8, 2019, February 12, 2019, February 18, 2019,
February 19, 2019 and February 22, 2019 in respect of the Exchange Offer and the Consent
Solicitation in relation to the Company’s outstanding 8.25% Senior Notes due 2021 and the
Concurrent New Money Issuance (the “Announcements”). Unless the context herein defines
otherwise, capitalized terms used in this announcement shall have the same meanings as
defined in the Announcements.

Please refer to the attached Final Offering Memorandum in relation to the New Notes, which is
available on the website of the Singapore Exchange Securities Trading Limited as of February
27,2019.

The posting of the Final 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 Final 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 Final 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 Final Offering Memorandum.

By order of the board
Ronshine China Holdings Limited
Ou Zonghong
Chairman

Hong Kong, February 27, 2019

As at the date of this announcement, Mr. Ou Zonghong, Ms. Zeng Feiyan, Mr. Ruan Youzhi
and Mr. Zhang Lixin are the executive Directors; Ms. Chen Shucui is the non-executive
Director; and Dr. Lo, Wing Yan William, Mr. Ren Yunan and Mr. Qu Wenzhou are the
independent non-executive Directors.



IMPORTANT NOTICE
NOT FOR DISTRIBUTION IN THE UNITED STATES

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

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

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

The attached document is not a prospectus for the purposes of the European Union’s Directive 2003/71/EC (and any
amendments thereto) as implemented in member states of the European Economic Area (the “EU Prospectus
Directive”). The attached document has been prepared on the basis that all offers of the securities made to persons in
the European Economic Area will be made pursuant to an exemption under the EU Prospectus Directive from the
requirement to produce a prospectus in connection with offers of the securities.

CONFIRMATION OF YOUR REPRESENTATION: IN ORDER TO BE ELIGIBLE TO VIEW THE ATTACHED
DOCUMENT, INVESTORS MUST COMPLY WITH THE FOLLOWING PROVISIONS. YOU HAVE BEEN
SENT THE ATTACHED DOCUMENT ON THE BASIS THAT YOU HAVE CONFIRMED CREDIT SUISSE
(HONG KONG) LIMITED, UBS AG HONG KONG BRANCH, BOCOM INTERNATIONAL SECURITIES
LIMITED, CEB INTERNATIONAL CAPITAL CORPORATION LIMITED, CENTRAL WEALTH SECURITIES
INVESTMENT LIMITED, CHINA INTERNATIONAL CAPITAL CORPORATION HONG KONG
SECURITIES LIMITED, CLSA LIMITED, CMB INTERNATIONAL CAPITAL LIMITED, GUOTAI JUNAN
SECURITIES (HONG KONG) LIMITED, HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED,
THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED AND ORIENT SECURITIES
(HONG KONG) LIMITED (THE “INITIAL PURCHASERS”) THAT YOU (I) ARE OUTSIDE THE UNITED
STATES, AND, TO THE EXTENT YOU PURCHASE THE SECURITIES DESCRIBED IN THE ATTACHED
DOCUMENT, YOU WILL BE DOING SO IN AN OFFSHORE TRANSACTION, AS DEFINED IN
REGULATION S UNDER THE U.S. SECURITIES ACT (“REGULATION S”), IN COMPLIANCE WITH
REGULATION S; AND (II) CONSENT TO DELIVERY BY ELECTRONIC TRANSMISSION.

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

This document has been made available to you in electronic form. You are reminded that documents transmitted via
this medium may be altered or changed during the process of transmission and consequently neither the Initial
Purchasers nor any person who controls them or any of their respective directors, employees, representation or
affiliates accepts any liability or responsibility whatsoever in respect of any difference between the document
distributed to you in electronic format and the hard copy version.

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

PROHIBITION OF SALES TO EEA RETAIL INVESTORS - The securities referred to in the attached document are
not intended to be offered, sold or otherwise made available to and should not be offered, sold or otherwise made
available to any retail investor in the European Economic Area (“EEA”). For these purposes, a retail investor means a
person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, “MiFID II7); or (ii) a customer within the meaning of Directive 2002/92/EC (as amended, the “Insurance
Mediation Directive”), where that customer would not qualify as a professional client as defined in point (10) of
Article 4(1) of MIiFID II; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amended, the
“Prospectus Directive”). Consequently no key information document required by Regulation (EU) No 1286/2014 (as
amended, the “PRIIPs Regulation”) for offering or selling the securities referred to in the attached document or
otherwise making them available to retail investors in the EEA has been prepared and therefore offering or selling the
securities referred to in the attached document or otherwise making them available to any retail investor in the EEA
may be unlawful under the PRIIPs Regulation.

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



RONSHINE CHINA HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability )

US$207,762,000 11.25% Senior Notes due 2021
Issue Price: 101.721%

The Notes bear interest from February 22, 2019 at 11.25% per annum, payable semi-annually in arrears on February 22 and August 22
of each year, beginning on August 22, 2019. The Notes will mature on August 22, 2021.

The Notes are senior obligations of the Company, guaranteed by certain of its existing subsidiaries (the “Subsidiary Guarantors” and,
such Guarantees, the “Subsidiary Guarantees”), other than (1) those organized under the laws of the PRC and (2) certain other subsidiaries
specified in the section entitled “Description of the Notes”. Under certain circumstances and subject to certain conditions, a Subsidiary
Guarantee required to be provided by a subsidiary of the Company may be replaced by a limited-recourse guarantee (the “JV Subsidiary
Guarantee”). We refer to the subsidiaries providing a JV Subsidiary Guarantee as JV Subsidiary Guarantors.

At any time prior to maturity, the Company may at its option redeem up to 35% of the Notes, at a redemption price of 111.25% of the
principal amount of the Notes plus accrued and unpaid interest, if any, to (but not including) the redemption date in each case, using the net
cash proceeds from sales of certain kinds of capital stock of the Company. In addition, the Company may redeem the Notes, in whole but not
in part, at any time prior to maturity, at a price equal to 100% of the principal amount of the Notes plus the applicable premium as of, and
accrued and unpaid interest, if any, to the redemption date. Upon the occurrence of a Change of Control Triggering Event (as defined in the
indenture governing the Notes (the “Indenture”)), the Company must make an offer to repurchase all Notes outstanding at a purchase price
equal to 101% of their principal amount, plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes will be (1) at least pari passu in right of payment of the Existing Pari Passu Secured Indebtedness (as defined in “Description
of the Notes”) and all other unsecured, unsubordinated indebtedness (as defined in the Indenture) of the Company (subject to any priority
rights of such unsecured, unsubordinated indebtedness pursuant to applicable law), (2) senior in right of payment to any future obligations
of the Company expressly subordinated in right of payment to the Notes, (3) effectively subordinated to the secured obligations (if any) of
the Company, the Subsidiary Guarantors and the JV Subsidiary Guarantors, to the extent of the value of the assets serving as security
therefor (other than the collateral securing the Notes), and (4) effectively subordinated to all existing and future obligations of the
Non-Guarantor Subsidiaries (as defined in “Description of the Notes”). In addition, applicable law may limit the enforceability of the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) and the pledge of any collateral. See “Risk Factors—Risks Relating to the
Subsidiary Guarantees, the JV Subsidiary Guarantees and the Collateral”.

For a more detailed description of the Notes, see the section entitled “Description of the Notes”.
Investing in the Notes involves risks. See the section entitled “Risk Factors” beginning on page 15 of the offering memorandum.

Approval in-principle has been received from the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for the listing and
quotation of the Notes on the SGX-ST. The SGX-ST assumes no responsibility for the correctness of any of the statements made, opinions
expressed or reports contained herein. Approval in-principle from, admission to the Official List of, and listing and quotation of the Notes
on, the SGX-ST are not to be taken as an indication of the merits of the offering, the Notes, the Company and/or the Subsidiary Guarantors.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been and will not be registered under the
United States Securities Act of 1933, as amended (the “U.S. Securities Act”), or under any securities law of any state or other jurisdiction of
the United States, and may not be offered or sold within the United States except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the U.S. Securities Act. The Notes are being offered and sold by the Initial Purchasers only
outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act (“Regulation S”). For a
description of certain restrictions on offers and sale of the Notes and the distribution of this offering memorandum, see the section entitled
“Plan of Distribution” and “Transfer Restrictions”.

With reference to the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by
Enterprises (€2 52 %5 J WU 23 B i > 2285 17 SME Ml 58 80w il A5 2H i 4 1) 208 60 9% 09D 1201512044 5%) ) (the “NDRC Notice”) promulgated
by National Development and Reform Commission (the “NDRC”) of the PRC on September 14, 2015 which came into effect on the same
day, the Company has registered the issuance of the Notes with the NDRC and obtained a certificate from the Fujian Development and
Reform Commission dated January 4, 2019 evidencing such registration. Pursuant to the registration certificate, the Company will cause
relevant information relating to the issue of the Notes to be reported to the NDRC within ten PRC working days after the issue date of the
Notes.

It is expected that the delivery of the Notes will be made on or about February 22, 2019 through the book-entry facilities of Euroclear
Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) against payment therefor in immediately available funds.

Joint Lead Managers and Joint Bookrunners

Credit Suisse UBS
BOCOM International CEB International China International CLSA CMB International
Capital Corporation
Central Wealth Securities Guotai Junan Haitong International HSBC Orient Securities
Investment Limited International (Hong Kong)

The date of this offering memorandum is February 18, 2019
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This offering memorandum does not constitute an offer to sell to, or a solicitation of an offer to
buy from, any person in any jurisdiction to whom it is unlawful to make the offer or solicitation in such
jurisdiction. Neither the delivery of this offering memorandum nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in our affairs since the
date of this offering memorandum or that the information contained in this offering memorandum is
correct as of any time after that date.

This offering memorandum is not a prospectus for the purposes of the European Union’s Directive
2003/71/EC (and any amendments thereto) as implemented in member states of the European
Economic Area (the “EEA”).

PRIIPs Regulation/Prohibition of sales to EEA retail investors—The Notes are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available
to any retail investor in the EEA. For these purposes, a retail investor means a person who is one (or
more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (“MiFID
II”); or (ii) a customer within the meaning of Directive 2002/92/EC (the Insurance Mediation
Directive), as amended, where that customer would not qualify as a professional client as defined in
point (10) of Article 4(1) of MIiFID II; Consequently no key information document required by
Regulation (EU) No 1286/2014, as amended (the “PRIIPs Regulation”) for offering or selling the
Notes or otherwise making them available to retail investors in the EEA has been prepared and
therefore offering or selling the Notes or otherwise making them available to any retail investor in the
EEA may be unlawful under the PRIIPs Regulation.

Notification under Section 309B(1)(c) of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”)—the Company has determined, and hereby notifies all relevant persons (as
defined in Section 309A4(1) of the SFA), that the Notes are prescribed capital markets products (as
defined in the Securities and Futures ( Capital Markets Products) Regulations 2018 of Singapore) and
Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).



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

IN CONNECTION WITH THIS OFFERING, CREDIT SUISSE (HONG KONG) LIMITED
AND UBS AG HONG KONG BRANCH, AS STABILIZATION MANAGER ON BEHALF OF
THE INITIAL PURCHASERS OR ANY PERSON ACTING FOR IT, MAY PURCHASE AND
SELL THE NOTES IN THE OPEN MARKET. THESE TRANSACTIONS MAY, TO THE
EXTENT PERMITTED BY APPLICABLE LAWS AND REGULATIONS, INCLUDE SHORT
SALES, STABILIZING TRANSACTIONS AND PURCHASES TO COVER POSITIONS
CREATED BY SHORT SALES. THESE ACTIVITIES MAY STABILIZE, MAINTAIN OR
OTHERWISE AFFECT THE MARKET PRICE OF THE NOTES. AS A RESULT, THE PRICE
OF THE NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE MIGHT EXIST IN
THE OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE
DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END
AFTER A LIMITED TIME. THESE ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR THE
ACCOUNT OF THE INITIAL PURCHASERS, AND NOT FOR US OR ON OUR BEHALF.

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

This offering memorandum is highly confidential. We are providing it solely for the purpose of
enabling you to consider a purchase of the Notes. You should read this offering memorandum before
making a decision whether to purchase the Notes. You must not use this offering memorandum for
any other purpose, or disclose any information in this offering memorandum to any other person.
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We have prepared this offering memorandum, and we are solely responsible for its contents.
You are responsible for making your own examination of us and your own assessment of the merits
and risks of investing in the Notes. By purchasing the Notes, you will be deemed to have
acknowledged that you have made certain acknowledgements, representations and agreements as set
forth under the section entitled “Transfer Restrictions” below.

No representation or warranty, express or implied, is made by Credit Suisse (Hong Kong)
Limited, UBS AG Hong Kong Branch, BOCOM International Securities Limited, CEB
International Capital Corporation Limited, Central Wealth Securities Investment Limited, China
International Capital Corporation Hong Kong Securities Limited, CLSA Limited, CMB
International Capital Limited, Guotai Junan Securities (Hong Kong) Limited, Haitong
International Securities Company Limited, The Hongkong and Shanghai Banking Corporation
Limited and Orient Securities (Hong Kong) Limited (the “Initial Purchasers™), Citicorp
International Limited, as trustee (the “Trustee”), Citibank, N.A., London Branch, as paying and
transfer agent (the “Paying Agent”) and registrar (the “Registrar) or any of their respective affiliates
or advisors as to the accuracy or completeness of the information set forth herein, and nothing
contained in this offering memorandum is, or should be relied upon as, a promise or representation
by the Initial Purchasers, the Trustee, the Paying Agent, the Registrar or any of their respective
affiliates or advisors whether as to the past or the future.

You should rely only on the information contained in this offering memorandum. We have not
authorized any person to provide you with any information or represent anything about us or this
offering that is not contained in this offering memorandum. If given or made, any such other
information or representation should not be relied upon as having been authorized by us or the
Initial Purchasers, the Trustee, the Paying Agent or the Registrar.

Each person receiving this offering memorandum acknowledges that: (i) such person has been
afforded an opportunity to request from us and to review, and has received, all additional
information considered by it to be necessary to verify the accuracy of, or to supplement, the
information contained herein; (ii) such person has not relied on the Initial Purchasers, the Trustee,
the Paying Agent, the Registrar or any person affiliated with the such persons in connection with any
investigation of the accuracy of such information or its investment decision; and (iii) no person has
been authorized to give any information or to make any representation concerning us, our
subsidiaries and affiliates, the Notes, the Subsidiary Guarantees or the JV Subsidiary Guarantees
(other than as contained herein and information given by our duly authorized officers and
employees in connection with investors’ examination of our company and the terms of the offering
of the Notes) and, if given or made, any such other information or representation should not be
relied upon as having been authorized by us or the Initial Purchasers, the Trustee, the Paying Agent
or the Registrar. Notwithstanding anything herein to the contrary, the Paying Agent and the
Registrar are sole agents for the Company or the Trustee, as the case may be, and at no time assume
duties, obligations or a position of trust for the holders of the Notes.

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

We are not, and the Initial Purchasers are not, making an offer to sell the Notes, including the
Subsidiary Guarantees and the JV Subsidiary Guarantees (if any), in any jurisdiction except where
an offer or sale is permitted. The distribution of this offering memorandum and the offering of the
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securities, including the Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if
any), may in certain jurisdictions be restricted by law. Persons into whose possession this offering
memorandum comes are required by us and the Initial Purchasers to inform themselves about and to
observe any such restrictions. The Notes are subject to restrictions on transferability and resale and
may not be transferred or resold except as permitted under the Securities Act and applicable state
securities laws or exemption therefrom. You should be aware that you may be required to bear the
financial risks of this investment for an indefinite period of time. For a description of the
restrictions on offers, sales and resales of the securities, including the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees (if any), and distribution of this offering
memorandum, see the sections entitled “Transfer Restrictions” and “Plan of Distribution™ below.

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

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

We have prepared this offering memorandum using a number of conventions, which you should
consider when reading the information contained herein. When we use the terms “we,” “us,” “our,”
the “Company,” the “Group” and words of similar import, we are referring to Ronshine China
Holdings Limited itself, or Ronshine China Holdings Limited and its consolidated subsidiaries, as

the context requires.

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

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

We record and publish our financial statements in Renminbi. Unless otherwise stated in this
offering memorandum, all translations from Renminbi amounts to U.S. dollars were made at the
rate of RMB6.6171 to US$1.00, the noon buying rate in New York City for cable transfers payable in
Renminbi as certified for customs purposes by the Federal Reserve Bank of New York on June 29,
2018, and all translations from H.K. dollars into U.S. dollars were made at the rate of HK$7.8463 to
US$1.00, the noon buying rate in New York City for cable transfers payable in H.K. dollars as
certified for customs purposes by the Federal Reserve Bank of New York on June 29, 2018. All such
translations in this offering memorandum are provided solely for your convenience and no
representation is made that the Renminbi amounts referred to herein have been, could have been or
could be converted into U.S. dollars or H.K. dollars, or vice versa, at any particular rate or at all.
For further information relating to the exchange rates, see the section entitled “Exchange Rate
Information.”

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

Our financial statements are prepared in accordance with Hong Kong Financial Reporting
Standards (the “HKFRS”) which differ in certain respects from generally accepted accounting
principles in certain other countries.

Unless the context otherwise requires, references to “2015,” “2016” and “2017” in this offering
memorandum are to our financial years ended December 31, 2015, 2016 and 2017, respectively.

v



References to “2016 Notes” are to our 6.95% senior notes due 2019 issued on December 8, 2016
in the aggregate principal amount of US$175,000,000 (the “Original 2016 Notes”) and further
issued on February 21, 2017 in the aggregate principal amount of US$225,000,000, which are
consolidated and formed a single class with the Original 2016 Notes.

References to “ASP” are to average selling price.

References to “Anhui Hailiang” are to Anhui Hailiang Property Company Limited (% #5¢ /5
2 A7 BRZA 7], a limited liability company established in the PRC, and its subsidiaries.

Reference to “February 2018 Notes” are to our 8.25% senior notes due 2021 issued on February
1, 2018 in the aggregate principal amount of US$325,000,000, further issued on February 27, 2018
in the aggregate principal amount of US$100,000,000, further issued on July 12, 2018 in the
aggregate principal amount of US$225,000,000 and further issued on September 4, 2018 in the
aggregate principal amount of US$150,000,000 which collectively are consolidated and formed a
single class with notes issued on February 1, 2018.

References to “Huacao Group” are to Shanghai Kaiyu Property Development Co., Ltd. (L
15 255 b 2 B %A FR A ), Shanghai Kaichang Property Development Co., Ltd. (L1815 5 Hi 2 B
AR/ A]), Shanghai Kairi Property Development Co., Ltd. (18 H 5 iz B3 A BRA 7)) and
Shanghai Kaichong property Development Co., Ltd. (185 5 i B %5 45 B /A 7)) which became
our consolidated subsidiaries since March 2016 after the controlling rights of the jointly controlled
projects have been transferred to our Group. We currently indirectly own a 50% equity interest in
Shanghai Kaiyu Property Development Co., Ltd., Shanghai Kaichang Property Development Co.,
Ltd. and Shanghai Kairi Property Development Co., Ltd., respectively, and own a 25% equity
interest in Shanghai Kaichong Property Development Co., Ltd.

References to “January 2019 Notes” are to our 11.5% senior notes due 2020 issued on January
3, 2019 in the aggregate principal amount of US$200,000,000.

References to “June 2017 Notes” are to our 6.5% senior notes due 2018 issued on June 15, 2017
in the aggregate principal amount of US$150,000,000, which have been fully repaid upon maturity.

References to “July 2017 Notes” are to our 6.5% senior notes due 2018 issued on July 5, 2017 in
the aggregate principal amount of US$180,000,000, which have been fully repaid upon maturity.

References to “July 2018 Notes” are to our 8.25% senior notes due 2019 extendable to 2020
issued on July 4, 2018 in the aggregate principal amount of US$144,000,000.

References to “Ningbo Hailiang” are to Ningbo Hailiang Property Investment Company
Limited (%% 1% 5¢ 5 & & A7 BR 2 Al), a limited liability company established in the PRC, and its
subsidiaries.

References to “Perpetual Capital Instrument” are to the perpetual capital instrument in an
aggregate amount of RMBI1.5 billion (US$0.2 billion) which was issued during the first half of 2016
by our PRC subsidiary, Rongxin Fujian.

References to “Private Corporate Bonds” are to a series of private corporate bonds issued by
Rongxin Fujian in an aggregate principal amount of RMBS.5 billion (US$1.3 billion) to qualified
investors only with a tenor of two to three years and at a coupon rate of 5.8% to 7.89% per annum.

References to “Public Corporate Bonds™ are to a series of public corporate bonds issued by
Rongxin Fujian in an aggregate principal amount of RMB2.5 billion (US$0.4 billion) to qualified
investors only with a tenor of five years and at a coupon rate of 6.2% to 6.4% per annum.
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References to “Qingdao Ronshine” are to Qingdao Ronshine Rongmei Property Development
Co., Ltd. (75 5 RS {32 5 17 B 454 FR/A 7)), a wholly-owned subsidiary of the Company.

References to “Qingdao Tianhe” are to Qingdao Xihaian Tianhe Construction Development
Co., Ltd. (5 5 VG R A a8 B A R/ Al), a company established in the PRC and wholly-owned
by Qingdao Xifa Real Estate Co., Ltd. (5 5 P8 &£ A R /AF) (“Qingdao Xifa”).

References to “Qingdao Tianye” are to Qingdao Xihaian Tianye Construction Development
Co., Ltd. (5 BV F REFEBEE R AN/ A), a company established in the PRC and wholly-owned
by Qingdao Xifa.

References to “Rongxin Fujian” are to Rongxin (Fujian) Investment Company Limited (f#{5
(fa ) #EHEE A /A ), an indirect wholly-owned PRC subsidiary of our Company.

References to “September 2017 Notes” are to our 6.5% senior notes due 2018 issued on
September 27, 2017 in the aggregate principal amount of US$63,500,000, which have been fully
repaid upon maturity.

References to “share” are to, unless the context indicates otherwise, an ordinary share, with a
nominal value of HK$0.1, in the share capital of our Company.

References to “Shiou Group” are to Fujian Shiou Property Development Co., Ltd. (&N tH K5
Hh 7 BH 8% A BR A F]) and its subsidiaries, including Fujian Shiou Investment Company Limited (f& &
TH R & 88 B A BR /A Fl) and Fuzhou Shiou Investment Development Company Limited (48 tH B %
HE AR/ A]), which collectively were the 50% owned joint ventures of our Group and became
our 50% owned consolidated subsidiaries since March 2016 after the controlling rights of the jointly
controlled projects have been transferred to our Group.

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

A property is considered sold after we have executed the purchase contract with a customer and
have delivered the property to the customer. All site area and gross floor area (“GFA”) information
presented in this offering memorandum represent the site area and GFA of the entire project,
including those attributable to the minority shareholders of our non-wholly owned project
companies.

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

In this offering memorandum, a land grant contract refers to a state-owned land use rights
grant contract ([ 1 Hiff F#E i 58 5 [7]) between a developer and the relevant PRC governmental
land administrative authorities, typically the local state-owned land bureaus.

In this offering memorandum, a land use rights certificate refers to a state-owned land use
rights certificate (B4 1 Hufi FI#E7E) issued by a local real estate and land resources bureau with
respect to the land use rights; a construction land planning permit refers to a construction land
planning permit (£ MBI #FF AT 3) issued by local urban zoning and planning bureaus or
equivalent authorities in China; a construction works planning permit refers to a construction
works planning permit (25 Tk 8 #F 1T 7%) issued by local urban zoning and planning bureaus or
equivalent authorities in China; a construction permit refers to a construction works
commencement permit (5 T2t T.5F 1] #) issued by local construction committees or equivalent
authorities in China; a pre-sale permit refers to a commodity property pre-sale permit (¥ it 5 7
#F A ) issued by local housing and building administrative bureaus or equivalent authorities with
respect to the pre-sale of relevant properties; a certificate of completion refers to a construction
project planning inspection and clearance certificate (Z#t TFEAI FEH I A #%7#5) issued by local
urban zoning and planning bureaus or equivalent authorities or equivalent certificate issued by
relevant authorities in China with respect to the completion of property projects subsequent to their
on-site examination and inspection; and a property ownership certificate refers to a property
ownership and land use rights certificate (47 i {# i #E#%) issued by a local real estate and land
resources bureau with respect to the land use rights and the ownership rights of the buildings on the
relevant land.

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

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

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

e the performance and future developments of the property market in the PRC or any region
in the PRC or elsewhere in which we engage in property development;

° our business and operating strategies and our ability to implement such strategies;

° various business opportunities that we may pursue;

e changes in competitive conditions and our ability to compete under these conditions;
° our ability to further develop and manage our projects as planned;

° our capital expenditure plans, particularly plans relating to primarily land development,
acquisition of land for our property development and the development of our projects;

° our operations and business prospects, including development plans for our existing and
new businesses;

o the prospective financial information regarding our businesses;
e  availability and costs of bank loans and other forms of financing;
e the future competitive environment for the PRC property and retail industries;

° the regulatory environment in terms of changes in laws and PRC government regulations,
policies, approval processes in the regions where we develop or manage our projects as well
as the general outlook for the PRC property and retail industries;

e  exchange rate fluctuations and restrictions;

e  future developments and the competitive environment in the PRC property and retail
industries;

e  the general economic trend of the PRC and, in particular, the cities in which we operate;
and

° other factors beyond our control.

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

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

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

We and each of the Subsidiary Guarantors expect to appoint Law Debenture Corporate Service
Inc. as an agent to receive service of process with respect to any action brought against us or any of
the Subsidiary Guarantors in the United States federal courts located in the Borough of Manhattan,
the City of New York under the federal securities laws of the United States or of any state of the
United States or any action brought against us or any of the Subsidiary Guarantors in the courts of
the State of New York in the Borough of Manhattan, the City of New York under the securities laws
of the State of New York.

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

We have been advised by our Cayman Islands legal counsel, Conyers Dill & Pearman, that the
courts of the Cayman Islands would recognize as a valid judgment, a final and conclusive judgment
in personam obtained in any U.S. federal or New York state court located in the borough of
Manhattan, City of New York against the Company under which a sum of money is payable (other
than a sum of money payable in respect of multiple damages, taxes or other charges of a like nature
or in respect of a fine or other penalty) or, in certain circumstances, an in personam judgment for
non-monetary relief, and would give a judgment based thereon provided that (a) such courts had
proper jurisdiction over the parties subject to such judgment; (b) such courts did not contravene the
rules of natural justice of the Cayman Islands; (¢) such judgment was not obtained by fraud; (d) the
enforcement of the judgment would not be contrary to the public policy of the Cayman Islands; (e)
no new admissible evidence relevant to the action is submitted prior to the rendering of the
judgment by the courts of the Cayman Islands; and (f) there is due compliance with the correct
procedures under the laws of the Cayman Islands.
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There is also uncertainty as to whether the courts of the British Virgin Islands would (i) enforce
judgments of United States courts obtained against us or our directors or officers predicated upon
the civil liability provisions of the federal securities laws of the United States or any state or
territory within the United States; or (ii) entertain original actions brought in the courts of the
British Virgin Islands against us or our directors and officers predicated upon the civil liability
provisions of the federal securities laws of the United States or any state or territory within the
United States.

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

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

(a) was obtained by fraud;

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

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

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

Further, we have been advised by our PRC legal adviser, FenXun Partners, that according to the
Law on Civil Procedure of the PRC, in the case of an application or request for recognition and
enforcement of a legally effective judgment or written order of a foreign court, the PRC courts shall,
after examining in accordance with the international treaties concluded or acceded to by the PRC or
with the principle of reciprocity and arriving at the conclusion that it does not contradict the
primary principles of the law of the PRC nor violates state sovereignty, security and social and
public interest of the country, recognize the validity of the judgment or written order, and, if
required, issue a writ of execution to execute it in accordance with the relevant provisions of this
Law; if the application or request contradicts the primary principles of the law of the PRC or
violates state sovereignty, security and social and public interest of the country, the courts of the
PRC shall not recognize and execute it. However, there is no bilateral or multilateral treaty
concluded or accepted between the PRC and the United States as to the reciprocal enforcement of
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judgments with the United States. Therefore, there is uncertainty as to whether the courts of the
PRC would (i) recognize each judgment made by the courts of U.S. Federal or New York State, (ii)
enforce judgments of the U.S. courts obtained against us or our directors and officers predicated
upon the civil liability provisions of the federal securities laws of the United States or the securities
laws of any state or territory within the United States or (iii) entertain original actions brought in
the courts of the PRC against us or our directors and officers predicated upon the federal securities
laws of the United States or the securities laws of any state or territory within the United States.
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SUMMARY

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

OVERVIEW

We are a property developer in the PRC that headquartered in Shanghai and focuses on the
development of residential properties in eight regions, including the Western Taiwan Straits
Economic Zone, Yangtze River Delta regions, the Guangdong Hong Kong-Macau Greater Bay
Area, Beijing-Tianjin-Hebei Region, Central China Region, Chengdu-Chongqing Region,
Northwestern cities and Middle Reaches Region of Yangtze River. The Western Taiwan Straits
Economic Zone and Yangtze River Delta regions are areas often associated with entrepreneurship
and economic growth. We believe we have a leading market position in Fujian province and cities
such as Fuzhou, the capital city of Fujian province and Hangzhou, the capital city of Zhejiang
Province. We were recognized as the “2018 Best 10 of Development of China Real Estate Developers
in Fujian” and were ranked 22nd nationwide among the “2018 Best 50 of Development of China
Real Estate Developers” by China Real Estate Industry Association and China Real Estate
Appraisal Centre of Shanghai E-House Real Estate Research Institute. We were also ranked among
the “China’s Top 23 Most Competitive Listed Real Estate Developers in 2018 (2018 H[5 /5 iz I 77
Al 4EAE J123%)” and “China’s Top 2 Fastest Growing Listed Real Estate Developers in 2018
(2018 H B 75 Hb b1l A Wl 8% R B TOP 2)” at the “2018 Press Conference for Evaluation of China’s
Listed Property Developers and Summit of Listed Property Developers (2018 7[5 5 #h & I i /A 7]
T EE R R 2540 & B8 L7 5 = &5 38)” jointly organized by China Real Estate Association and
China Real Estate Appraisal Center of Shanghai E-House Real Estate Research Institute. We were
ranked 30th among the “2017 Best 100 of China Real Estate Developers”, the 5th among the “2017
TOP 10 Growth Enterprises of China Real Estate” and the 24th among the “2017 Top 30 Brands of
Chinese Real Estate Companies (Diversified Ownership)” by Enterprise Research Institute of the
Development Research Center of the State Council, Real Estate Research Institute of Tinghua
University and China Index Academy. We have been listed on the Hong Kong Stock Exchange since
January 2016. On September 5, 2016, we became a constituent stock of the Hang Seng Composite
Small Cap Index.

We are primarily engaged in the development of mid to high-end residential properties
targeting middle to upper-middle income households with a demand for home upgrades. We also
develop commercial properties integrated with or in the vicinity of our residential properties,
including office buildings, retail shops and other commercial properties, which we believe will not
only diversify our source of income, but also enhance the attractiveness of and facilitate demand for
our residential properties. We intend to selectively sell certain commercial properties and hold
others as long-term investments.

We commenced our business in 2003 and have historically focused our property development in
the Western Taiwan Straits Economic Zone, capturing the opportunities presented by its rapidly
growing economy. We have a well-established development portfolio in this area, including projects
in Fuzhou, Zhangzhou and Xiamen. Leveraging our success and experience in the Western Taiwan
Straits Economic Zone, we have expanded into Shanghai and Hangzhou, which are important
economic centers in the Yangtze River Delta. We intend to solidify our market position in the




Western Taiwan Straits Economic Zone and enhance our position in Shanghai and Hangzhou while
further expanding in a prudent manner into other first and second-tier cities.

We believe our success is attributable to our product quality and strong brand name. We focus
on developing properties that cater to the demands of our target customers for high-quality homes
that feature appealing designs, convenience and comfort, and adjust our property offerings based on
customer feedback through market surveys and research on the latest market trends and
development. As a result, we have received various awards in recognition of our product quality and
our achievements as a property developer. We also strive to shorten our project development cycle to
improve our operating efficiency, expedite asset turnover, enhance liquidity position and achieve
sustainable growth, by adopting standardized property development procedures and closely
monitoring the entire property development cycle. We typically target to commence pre-sale of a
property within 130 days from the commencement of construction.

In 2015, 2016 and 2017 and the six months ended June 30, 2018, our revenue was RMB7,414.6
million, RMB11,371.7 million, RMB30,341.4 million (US$4,585.3 million) and RMB14,287.5
million (US$2,159.2 million), respectively, and the profit attributable to our owners was
RMB1,432.8 million, RMB1,292.3 million, RMB1,679.5 million (US$253.8 million) and
RMB1,523.9 million (US$230.3 million), respectively.

PROPERTY DEVELOPMENT PROJECTS

As of June 30, 2018, we had 147 property development projects, through our subsidiaries, joint
ventures and associated companies, that are at various stages of development. The geographical
footprint of our projects spans numerous provinces, including cities such as Fuzhou, Xiamen,
Zhangzhou, Shanghai, Hangzhou, Nanjing, Suzhou, Chengdu, Tianjin, Zhengzhou, Jinhua,
Shaoxing, Ningbo, Fuyang, Bangbu, Liuan, Hefei, Xi’an, Lanzhou, Yinchuan, Ganzhou, Jiaxing,
Guangzhou, Chongqing and Huzhou. As of June 30, 2018, we had 90 projects or phases of projects
under construction with an aggregate planned GFA attributable to us of approximately 9.2 million
sq.m. As of the same date, our land bank for future development had an estimated aggregate GFA
attributable to us of approximately 5.8 million sq.m. In particular, we acquired 14 new land parcels
with an aggregate GFA attributable to us of 1.1 million sq.m. during the six months ended June 30,
2018.

As of June 30, 2018, our properties held for future development included an aggregate
estimated GFA attributable to us of approximately 0.5 million sq.m. for which we had not obtained
land use rights certificates but had entered into land grant contracts and had either paid the relevant
land premiums and were awaiting the relevant government agencies to issue the land use rights
certificates or had not paid the relevant land premiums because (a) the relevant local governments
had extended the relevant payment period as they had not completed resettlement and infrastructure
work in relation to the land parcels or (b) the relevant land premiums had not become due.

OUR BUSINESS STRENGTHS

We believe that our market position is principally attributable to the following competitive
strengths:

° strong development capabilities with a track record of success in developing mid to
high-end residential properties in the Western Taiwan Straits Economic Zone and Yangtze
River Delta regions;

° quality land bank providing long-term development and growth opportunities;




° strong executive capabilities underpinned by standardized development procedures
targeting to expedite asset turnover and enhance operating efficiency;

e  well-recognized brand name with high quality projects facilitating expansion into new
markets;

e comprehensive business operation management with prudent and effective management
systems;

° diversified funding channels with strong financing capabilities; and
° sound corporate governance led by visionary, motivated and stable management team.
OUR BUSINESS STRATEGIES

Our goal is to become one of the most competitive and reputable property developers in the
PRC. To achieve our goal, we intend to implement the following strategies:

e enhance our presence in existing markets and strategically expand into other first and
second-tier cities while maintaining financial stability;

° adhere to prudent financial policy and adopt a proactive approach to capital structure
management;

e  continue to improve operating efficiency and expedite asset turnover;

° continue to focus on residential property development while pursuing product
diversification; and

e  continue to promote our brand recognition and image.
RECENT DEVELOPMENTS
Exchange Offer and Consent Solicitation in relation to February 2018 Notes

On February 8, 2019, we commenced an offer to exchange (the “Exchange Offer”) the February
2018 Notes for the Notes, with an exchange consideration comprising, for each US$1,000 principal
amount of the February 2018 Notes, (i) US$1,000 principal amount of such Notes, (i1)) US$2.50 in
cash, (iii) accrued and unpaid interest on any February 2018 Notes validly tendered and accepted for
exchange payable in the form of additional Notes (“Capitalized Interest”) and (iv) cash in lieu of
any fractional amount of the Notes. Concurrently with the Exchange Offer, we also commenced a
solicitation of consents from at least a majority of the holders of the February 2018 Notes (the
“Consent Solicitation”) to amend the terms of the February 2018 Indenture. The Exchange Offer
and the Consent Solicitation expired at 4:00 p.m., London time, on February 15, 2019.
US$390,466,000 of the February 2018 Notes, representing approximately 48.81% of the aggregate
principal amount of the February 2018 Notes, was validly tendered for exchange pursuant to the
Exchange Offer. Subject to the fulfilment or waiver of the conditions precedent to the Exchange
Offer, we expect to deliver US$392,238,000 in principal amount of the Notes on or about February
22,2019 (the “Settlement Date”), which will be consolidated and form a single series with the Notes
offered hereby.




Issuance of the January 2019 Notes

On January 3, 2019, the Company issued 11.5% senior notes in an aggregate amount of
US$200,000,000. The total aggregate outstanding amount of the January 2019 Notes as of the date
of the offering memorandum is US$200,000,000. For more details, see “Description of Material
Indebtedness and Other Obligations.”

Capital Contribution in Qingdao Tianye and Qingdao Tianhe

On August 20, 2018, Qingdao Ronshine successfully won the tender to participate in the
increase in the registered capital of Qingdao Tianye as of August 21, 2018, in an amount of
RMB354,918,367 (the “Tianye Capital Increase”) and the increase in the registered capital of
Qingdao Tianhe as of August 21, 2018, in an amount of RMB136,346,939 (the “Tianhe Capital
Increase™), at an aggregate consideration of RMB1,179,308,076. Upon completion of the Tianye
Capital Increase and the Tianhe Capital Increase, both Qingdao Tianye and Qingdao Tianhe will
become our indirect non wholly-owned subsidiaries.

Issuance of Rongxin Fujian 2018 Asset-backed Securities

On September 20, 2018, Rongxin Fujian issued asset-backed securities with an aggregate
principal amount of RMB1.3 billion in the PRC. The Rongxin Fujian 2018 Asset-backed Securities
have a coupon rate of 7.5% per annum and are due on July 31, 2020. The Rongxin Fujian 2018
Asset-backed Securities are backed by certain account receivables for the balance payment of
properties sold. The proceeds from the issuance of such securities will be used for general working
capital purposes. Our Company provide guarantees for the punctual performance by Rongxin
Fujian of its shortfall payment obligations. For more details, see “Description of Material
Indebtedness and Other Obligations.”

Issuance of the July 2018 Notes

On July 4, 2018, the Company issued 8.25% senior notes in an aggregate amount of
US$144,000,000. The total aggregate outstanding amount of the July 2018 Notes as of the date of
the offering memorandum is US$144,000,000. For more details, see “Description of Material
Indebtedness and Other Obligations.”

Further Issuance of the February 2018 Notes

On September 4, 2018, the Company issued an aggregate principal amount of US$150,000,000
of the February 2018 Notes which were consolidated and formed a single class with the
US$325,000,000 in aggregate principal amount of the February 2018 Notes issued on February 1,
2018, the US$100,000,000 in aggregate principal amount of the February 2018 Notes issued on
February 27, 2018 and the US$225,000,000 in aggregate principal amount of the February 2018
Notes issued on July 12, 2018. As of the date of this offering memorandum, the total outstanding
amount of the February 2018 Notes is US$800,000,000. For more details, see “Description of
Material Indebtedness and Other Obligations.”

Provision of Guarantee

On August 29, 2018, Rongxin (Fujian) Investment Company Limited (Flf5 (88 &£ EH
FRZAF]) (Rongxin Investment), one of our indirectly wholly-owned PRC subsidiary, entered into a
guarantee agreement pursuant to which Rongxin Investment has agreed to provide guarantee for the
due performance of the repayment obligation under a loan agreement dated August 29, 2018




between Nanjing Kaijingsheng Property Development Co., Ltd. (Fxt s B R 55 2 B 88 A R A 7))
(Nanjing Kaijingsheng), which is indirectly owned as to 49% by us, and Bank of Bohai Co., Ltd.,
Shanghai Branch (#)i 47 By A7 R > 7] L 7317). The principal loan amount under the loan
agreement amounted to RMB1,300 million. The term of the guarantee commences from August 29
and ends on the date of two years after the expiry of the repayment obligations of the debts under
the loan agreement.

GENERAL INFORMATION

We were incorporated in the Cayman Islands on September 11, 2014, as an exempted limited
liability company. Our shares have been listed on The Stock Exchange of Hong Kong Limited since
January 13, 2016. Our principal place of business in the PRC is at Building L1B, Hongqiao World
Centre, No.1588 Zhuguang Road, Qingpu District, Shanghai, the PRC. Our place of business in
Hong Kong is at Room 1210, 12/F, ICBC Tower, 3 Garden Road, Central, Hong Kong. Our
registered office is located at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands. Our website is www.rongxingroup.com. Information contained on our
website does not constitute part of this offering memorandum.




THE OFFERING

The following summary is provided solely for your convenience. This summary is not intended
to be complete. You should read the full text and more specific details contained elsewhere in this
offering memorandum. For a more detailed description of the Notes, see “Description of the
Notes.” Terms used in this summary and not defined shall have the same meanings given to them in
“Description of the Notes.”

ISSUCT i, Ronshine China Holdings Limited.

Notes Offered .......coccovviiieiiinnn.i. US$207,762,000 aggregate principal amount of 11.25% Senior
Notes due 2021 (the “Notes”). The Notes will be consolidated
and form a single series with the US$392,238,000 principal
amount of Notes issued in the Exchange Offer. See “Recent
Developments — Exchange Offer and Consent Solicitation in
relation to February 2018 Notes.” Upon consolidation, the
total outstanding principal amount of the Notes will be
US$600,000,000.

Offering Price .......ccooevveiiiinnennnn.. 101.721% of the principal amount of the Notes.

Maturity Date ........c..coeeiiinennnn. August 22, 2021.

Interest ...ooooevvvviveiiiiiieeiiiieeeeee, The Notes will bear interest from and including February 22,
2019 at the rate of 11.25% per annum, payable semi-annually
in arrears.

Interest Payment Dates ............... February 22 and August 22 of each year, commencing on

August 22, 2019.
Ranking of the Notes ................. The Notes are:
. general obligations of the Company;

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

. at least pari passu in right of payment with all other
unsecured, unsubordinated Indebtedness of the
Company (including the Existing Pari Passu Secured
Indebtedness (as defined in the “Description of the
Notes”)) (subject to any priority rights of such
unsecured, unsubordinated Indebtedness pursuant to
applicable law);




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

. effectively subordinated to all existing and future secured
obligations (if any) of the Company, the Subsidiary
Guarantors and the JV Subsidiary Guarantors, to the
extent of the value of the assets serving as security
therefor (except for the Collateral); and

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

The initial Subsidiary Guarantors will consist of all of the
Company’s Restricted Subsidiaries other than (i) those
Restricted Subsidiaries organized under the laws of the PRC
and (ii) those Restricted Subsidiaries other than PRC
Non-Guarantor Subsidiaries existing on the Original Issue
Date that do not guarantee the Notes (the “Initial Offshore
Non-Guarantor Subsidiaries™).

All of the initial Subsidiary Guarantors are holding
companies that do not have significant operations. See “Risk
Factors—Risks Relating to the Subsidiary Guarantees, the JV
Subsidiary Guarantees and the Collateral—Our initial
Subsidiary Guarantors do not currently have significant
operations and certain Subsidiary Guarantees may in some
cases be replaced by limited-recourse guarantees.”

Any future Restricted Subsidiary, other than PRC Restricted
Subsidiaries, Exempted Subsidiaries and Listed Subsidiaries,
will provide a guarantee of the Notes as either a Subsidiary
Guarantor or a JV Subsidiary Guarantor as soon as
practicable after it becomes a Restricted Subsidiary or ceases
to be an Exempted Subsidiary or a Listed Subsidiary.




Ranking of Subsidiary

Guarantees

Notwithstanding the foregoing, the Company may elect to
have any future Restricted Subsidiary organized outside the
PRC not provide a Subsidiary Guarantee or JV Subsidiary
Guarantee at the time such Person becomes a Restricted
Subsidiary (each such Person, an “New Offshore
Non-Guarantor Subsidiary” and, together with the PRC
Non-Guarantor Subsidiaries, the Initial Offshore
Non-Guarantor Subsidiaries, the Exempted Subsidiaries and
the Listed Subsidiaries, the “Non-Guarantor Subsidiaries,”
provided that, after giving effect to the Consolidated Assets of
such Restricted Subsidiary, the Consolidated Assets of all
Restricted Subsidiaries organized outside the PRC (other than
Exempted Subsidiaries or Listed Subsidiaries) that are not
Subsidiary Guarantors or JV Subsidiary Guarantors do not
account for 20% of the Total Assets of the Company. The
initial Subsidiary Guarantors will consist of all of the
Company’s

The Subsidiary Guarantee of each Subsidiary Guarantor:
. is a general obligation of such Subsidiary Guarantor;

. is effectively subordinated to secured obligations of such
Subsidiary Guarantor, to the extent of the value of the
assets serving as security therefor (except for the
Collateral);

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

. ranks at least pari passu in right of payment with all other
unsecured, unsubordinated Indebtedness of such
Subsidiary Guarantor (including the Existing Pari Passu
Secured Indebtedness (as defined in the “Description of
the Notes™)) (subject to any priority rights of such
unsubordinated Indebtedness pursuant to applicable
law); and

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




JV Subsidiary Guarantees

The Subsidiary Guarantee of the Subsidiary Guarantor
Pledgor:

. will be entitled to a first ranking security interest in the
Collateral (subject to any Permitted Liens) pledged by
such Subsidiary Guarantor Pledger, shared on a pari
passu basis pursuant to the Intercreditor Agreement (as
defined below) with holders of the Existing Pari Passu
Secured Indebtedness and any Permitted Pari Passu
Secured Indebtedness, as described below under
“Description of the Notes—Security;” and

. will rank effectively senior in right of payment to the
unsecured obligations of such Subsidiary Guarantor
Pledgor with respect to the value of the Collateral
securing such Subsidiary Guarantee (subject to any
priority rights of such unsecured obligations pursuant to
applicable law).

See “Risk Factors—Risks Relating to the Subsidiary
Guarantees, the JV Subsidiary Guarantees and Collateral.”

A JV Subsidiary Guarantee instead of a Subsidiary Guarantee
may be provided by a Subsidiary Guarantor following (i) a sale
by the Company or any of its Restricted Subsidiaries of
Capital Stock in such Subsidiary Guarantor, where such sale is
for no less than 20% of the issued Capital Stock of such
Subsidiary Guarantor or (ii) a purchase by the Company or
any of its Restricted Subsidiaries of the Capital Stock in an
Independent Third Party, such that such Independent Third
Party will become a Restricted Subsidiary following such
purchase. No JV Subsidiary Guarantee exists as of the
Original Issue Date.

The JV Subsidiary Guarantee of each JV Subsidiary
Guarantor:

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

. will be enforceable only up to the JV Entitlement
Amount;




Security

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

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

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

The Company may also deliver a JV Subsidiary Guarantee
instead of a Subsidiary Guarantee on substantially similar
conditions for certain Restricted Subsidiaries that are
established after the Original Issue Date.

The Company and the initial Subsidiary Guarantor Pledgor
have pledged in favor of the Security Agent the capital stock of
all of the initial Subsidiary Guarantors held directly by the
Company or the initial Subsidiary Guarantor Pledgor (the
“Collateral”) in order to secure the obligations of the
Company under the Existing Pari Passu Secured Indebtedness
and of such initial Subsidiary Guarantor Pledgor under their
respective subsidiary guarantees of the Existing Pari Passu
Secured Indebtedness.

The Company has agreed to extend, or cause the initial
Subsidiary Guarantor Pledgor to extend, as the case may be,
the benefit of the security interests created over the Collateral
to the Holders on the Original Issue Date in order to secure the
obligations of the Company under the Notes and the
Indenture and of such initial Subsidiary Guarantor Pledgor
under its Subsidiary Guarantee. Upon the execution of a
supplement to the Intercreditor Agreement, such security
interests will be so extended.
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Intercreditor Agreement .............

Use of Proceeds ........

Optional Redemption

The Collateral securing the Notes and the Subsidiary
Guarantees may be released or reduced in the event of certain
asset sales and certain other circumstances. In addition, the
Collateral will be shared on a pari passu basis pursuant to the
Intercreditor Agreement, as supplemented, entered into by the
holders of the Existing Pari Passu Secured Indebtedness and
the holders of Permitted Pari Passu Secured Indebtedness in
the future (subject to conditions of completion and accession
to the Intercreditor Agreement). See “Description of the
Notes—Security.”

The Company, the initial Subsidiary Guarantor Pledgor, the
Security Agent, the trustee with respect to the 2016 Notes, the
trustee with respect to the February 2018 Notes, the trustee
with respect to the July 2018 Notes and the trustee with respect
to the January 2019 Notes, have entered into an intercreditor
agreement dated June 15, 2017, as amended or supplemented
from time to time (the “Intercreditor Agreement”). The trustee
for the Notes will accede to the Intercreditor Agreement on the
Original Issue Date. This Intercreditor Agreement provides
that the security interests held in the Collateral will be shared
on a pari passu basis among the holders of the 2016 Notes, the
holders of the February 2018 Notes, the holders of the July
2018 Notes, the holders of the July 2018 Notes, the holders of
the January 2019 Notes, the holders of the Notes and the
holders of other Permitted Pari Passu Secured Indebtedness.

We intend to use the net proceeds to refinance certain of the
Company’s existing indebtedness.

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

11




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

Redemption for Taxation
Reasons ......coovviviiiiiiiiniiniienn,

Covenants ........ocoeeveeiiiiiiiieieienns

At any time and from time to time prior to maturity, the
Company may redeem up to 35% of the aggregate principal
amount of the Notes with the Net Cash Proceeds of one or
more sales of Common Stock (as defined in the “Description
of the Notes”) of the Company in an equity offering at a
redemption price of 111.25% of the principal amount of the
Notes, plus accrued and unpaid interest, if any, to (but not
including) the redemption date, if any, to (but not including)
the redemption date, subject to certain conditions.

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

Subject to certain exceptions and as more fully described
herein, the Company may redeem the 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, if
any, to the date fixed by the Company for redemption, if the
Company, a Subsidiary Guarantor or a JV Subsidiary
Guarantor would become obligated to pay certain additional
amounts as a result of certain changes in specified tax laws or
certain other circumstances. See “Description of the
Notes—Redemption for Taxation Reasons.”

The Notes, the Indenture governing the Notes, the Subsidiary
Guarantees and the JV Subsidiary Guarantees will limit the
Company’s ability and the ability of its Restricted Subsidiaries

to, among other things:

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

. make investments or other specified restricted payments;
. issue or sell capital stock of Restricted Subsidiaries;
. guarantee indebtedness of Restricted Subsidiaries;

. sell assets;

12




Transfer Restrictions ..................

Form, Denomination and
Registration ..........c..ccoeeevnnnnnnn.

Book-Entry Only .........ccceeieiie.

Delivery of the Notes .................

. create liens;
. enter into sale and leaseback transactions;

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

. enter into transactions with shareholders or affiliates;
and

. effect a consolidation or merger.

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

The Notes will not be registered under the Securities Act or
under any state securities laws of the United States and will be
subject to customary restrictions on transfer and resale. See
“Transfer Restrictions.”

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

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

The Company expects to make delivery of the Notes against
payment in same-day funds on or about February 22, 2019,
which the Company expects will be the fourth business day
following the date of this offering memorandum referred to as
“T+4” You should note that initial trading of the Notes may
be affected by the “T+4” settlement. See “Plan of
Distribution.”

Citicorp International Limited
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Paying and Transfer Agent .........
Security Agent .......coocevvevniiinniinns.
Registrar ........ccooveiiiiiiiiieiineinnnn.

Listing .ooovvveiiiiiieiiiiieiii e,

Ratings ......ccooevvieiiiieiiieeieenn,

Security Codes .......cceuveveeneeinnnnnnn.

Governing Law ............ccooeeiiiin,

Risk Factors ........cccovevviiiiiininns,

Citibank, N.A., London Branch
Citicorp International Limited
Citibank, N.A., London Branch

Approval in-principle has been received from the SGX-ST for
the listing and quotation of the Notes on the SGX-ST. For so
long as the Notes are listed on the SGX-ST and the rules of the
SGX-ST so require, the Notes, if traded on the SGX-ST, will
be traded in a minimum board lot size of S$200,000 (or its
equivalent in foreign currencies). Accordingly, the Notes, if
traded on the SGX-ST, will be traded in a minimum board lot
size of US$200,000.

The Notes are expected to be rated B+ by Fitch Ratings. A
rating is not a recommendation to buy, sell or hold securities
and may be subject to revision, suspension or withdrawal at
any time by the assigning rating organization.

ISIN: XS1950819729
Common Code: 195081972
Legal Entity Identifier (LEI): 549300GNBBT32SFSEC47

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

For a discussion of certain factors that should be considered in
evaluating an investment in the Notes, see “Risk Factors.”
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA

The following table presents our summary financial and other data. The summary consolidated
income statements and other financial data for 2015, 2016 and 2017 and the summary consolidated
balance sheets data as for December 31, 2015, 2016 and 2017 set forth below (except for EBITDA
data) have been derived from our audited consolidated financial statements for 2016 and 2017 and as
of December 31, 2016 and 2017, as audited by PricewaterhouseCoopers, our independent certified
public accountants, and included elsewhere in this offering memorandum. The summary
consolidated income statement and other financial data for the six months ended June 30, 2017 and
2018 and the summary consolidated balance sheet data as of June 30, 2018 set forth below (except
for EBITDA data) have been derived from our unaudited interim condensed consolidated financial
information for such period and as of such date, as reviewed by PricewaterhouseCoopers in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong
Institute of Certified Public Accountants. Results for the interim period are not indicative of the
results for the year. Our financial statements have been prepared and presented in accordance with
HKFRS, which differ in certain respects from generally accepted accounting principles in other
jurisdictions. We cannot assure you that we will not experience further decreases in our profit or
cash and cash equivalents as we continue to acquire land or real estate development projects in the
future. Consequently, potential investors must exercise caution when using such data to evaluate our
financial condition and results of operations. See “Risk Factors—Our Summary Consolidated
Financial Information as of and for the Six Months Ended June 30, 2018 Has Not Been Audited.”
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SUMMARY CONSOLIDATED INCOME STATEMENTS AND OTHER FINANCIAL DATA

For the years ended December 31, For the six months ended June 30,

2015 2016 2017 2017 2018

(RMB’000) (RMB’000) (RMB’000) (US$’000) (RMB’000) (RMB’000) (US$°000)
(unaudited) (unaudited) (unaudited) (unaudited)

Revenue. ........ccoovvveiiiniiniiinnn, 7,414,576 11,371,663 30,341,404 4,585,302 11,900,869 14,287,533 2,159,183
Cost of sales ......vvveeriiiieeiiiinnnns, (4,700,368) (9,069,848)(25,316,550) (3,825,928) (9,691,237)(10,101,640) (1,526,596)
Gross profit .........ccviieeiiiinnns. 2,714,208 2,301,815 5,024,854 759,374 2,209,632 4,185,893 632,587
Selling and marketing costs ........... (395,833)  (473,370) (818,513) (123,697) (197,328) (428,225)  (64,715)
Administrative expenses ............... (273,020) (477,911) (876,349) (132,437) (319,473) (620,746)  (93,809)
Fair value gains on the

remeasurement of joint ventures .. — 278,074 — — — 5,478 828
Fair value gains on investment

PIOPEItIeS ovvvvvnieeiiiiieeeiiiinnne, — 361,026 1,108,095 167,459 42,000 272,548 41,188
Other INCOME ......ccvvvvviveiiiinees 7,320 11,666 45,521 6,879 18,447 47,160 7,127
Operating profi ............ooveveeenis 2,052,675 2,001,300 4,483,608 677,578 1,753,278 3,462,108 523,206
Finance income/(costs)—net ......... (11,176) 125,363 223,031 33,705 17,172 (46,126) (6,971)

Share of profits of investments
accounted for using the equity

method, net ...........cooeeeiiiinnnnn. 422,539 443,105 283,100 42,783 269,506 535,084 80,864
Profit before income tax ............... 2,464,038 2,569,768 4,989,739 754,066 2,039,956 3,951,066 597,099
Income tax expenses ................... (1,058,097)  (866,900) (2,343,491) (354,157) (921,950) (1,697,472) (256,528)
Profit for the year/period ............. 1,405,941 1,702,868 2,646,248 399,909 1,118,006 2,253,594 340,571
Profit for the year/period attributable

to:

Owners of the Company .............. 1,432,813 1,292,339 1,679,521 253,815 687,851 1,523,912 230,299
Non-controlling interests ............. (26,872) 308,510 734,442 110,992 305,403 629,804 95,178
Holders of Perpetual Capital

Instruments ...........cccoeeeeeeennnn. — 102,019 232,285 35,102 124,752 99,878 15,094

1,405,941 1,702,868 2,646,248 399,909 1,118,006 2,253,594 340,571
Other financial data (unaudited):
EBITDAY ..., 2,490,346 2,462,682 4,841,485 731,663 2,055,634 4,060,182 613,589
EBITDA margin® .................... 33.6% 21.7% 16.0% 16.0% 17.3% 28.4% 28.4%
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Notes:

D

)

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

EBITDA margin is calculated by dividing EBITDA by revenue.

SUMMARY CONSOLIDATED BALANCE SHEETS

As of December 31, As of June 30,
2015 2016 2017 2018

(RMB’000) (RMB’000) (RMB’000) (US$000) (RMB’000) (US$°000)
(unaudited) (unaudited) (unaudited)

ASSETS
Non-current assets
Property, plant and equipment ........... 840,824 1,321,057 1,518,138 229,426 1,485,994 224,569
Land use rights .................cooeeeinnnn. 483,787 479,518 464,407 70,183 456,865 69,043
Investment properties ..................... — 4,058,000 10,465,400 1,581,569 11,070,787 1,673,057
Prepayments ..........coocooiiiiiiiiinnni — — 92,729 14,014 — —
Intangible assets ..............cocoveevnnnnn. 2,774 4,876 8,485 1,282 8,430 1,274
Investments accounted for using the

equity method ............coooeeiiinnnnl, 2,534,738 2,695,532 6,743,913 1,019,164 7,361,515 1,112,499
Financial assets at fair value through

profit 0r 1oss .....vvvvniiiiiiien, — — — 99,731 15,072
Available-for-sale financial assets ....... 46,000 33,724 42,000 0,347 — —
Term deposits ........coeevvvviiiiiiiins — 640,000 — — — —
Deferred tax assets ..............coeevvneen. 151,282 258,949 512,609 77,467 546,238 82,549

4,059,405 9,491,656 19,847,681 2,999,452 21,029,560 3,178,063

Current assets

Properties under development ............ 23,338,429 31,614,716 90,900,267 13,737,176 104,246,274 15,754,073
Completed properties held for sale ...... 1,301,888 7,572,767 9,477,128 1,432,218 9,565,882 1,445,631
Trade and other receivables and

Prepayments .........coeeevveeevunnnnnns. 1,868,565 32,103,325 23,720,226 3,584,686 22,850,937 3,453,316
Contract assets .........cocovvvvniniinnnnnn. — — — 329,138 49,741
Amounts due from related parties ....... — 229,101 3,971,790 600,231 5,580,251 843,308
Amounts due from customers for

contract works ..., 143,361 1,249,435 140,745 21,270 — —
Prepaid taxation .....................o..... 205,499 512,516 1,604,331 242,452 2,375,619 359,012
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Available-for-sale financial assets .......
Term deposits with initial terms of

over three months. .......................
Restricted cash ......................oe
Cash and cash equivalents ................
Cash and bank balances. ..................

Total assets

As of December 31,

As of June 30,

2015

2016

2017

2018

(RMB*000)
41,000

1,021,799
74,458
2,742,466

(RMB’000)
24,000

3,677,169
907,034
11,525,557

(RMB’000)
16,959

111,000
1,933,517
18,472,631

(US$°000) (RMB’000)
(unaudited) (unaudited)
2,563 —

16,775 —
292,200 —
2,791,651 —
— 20,307,671

(US$°000)
(unaudited)

3,068,968

30,737,465

89,415,260

150,348,594

22,721,022 165,255,772

24,974,049

34,796,870

98,906,916

170,196,275

25,720,674 186,285,332

28,152,112
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As of December 31, As of June 30,
2015 2016 2017 2018

(RMB’000) (RMB’000) (RMB’000) (US$000) (RMB’000) (US$°000)
(unaudited) (unaudited) (unaudited)

EQUITY
Capital and reserves attributable to
the owners of the Company

Share capital ..........cooeeviiiiiiineninnnn, — 12 13 2 14 2
Share premium ..........o.c.oveeiinieninnnn, 989,745 2,485,669 3,506,038 529,845 4,399,218 064,826
RESEIVES ..vvvvviiieiie e, 3,312,777 4,984,837 6,718,226 1,015,283 8,254,312 1,247,421
4,302,522 7,470,518 10,224,277 1,545,130 12,653,544 1,912,249
Non-controlling interests. ................ 770,210 12,386,271 17,794,795 2,689,213 18,687,033 2,824,054
Perpetual Capital Instruments ........... — 3,232,533 2,741,981 414,378 1,744,815 263,683
Total equity ................cooeoiiiiiinn. 5,072,732 23,089,322 30,761,053 4,648,721 33,085,392 4,999,986
LIABILITIES
Non-current liabilities
Deferred income tax liabilities ........... — 1,479,533 3,041,401 459,627 3,031,798 458,176
BOrrowings ...........cooeeiiiieiiiineiinnnn, 6,926,063 31,683,744 47,609,990 7,194,993 45,572,519 6,887,083

0,926,063 33,163,277 50,651,391 7,654,620 48,604,317 7,345,259
Current liabilities

Trade and other payables ................. 2,273,632 10,947,247 21,594,588 3,263,452 21,778,816 3,291,293
Amounts due to related parties .......... 265,007 1,474,137 1,354,824 204,746 2,293,673 346,628
Contract liabilities ......................... — — — — 55,326,555 8,361,148
Pre-sale proceeds received from
CUSTOIMELS L. 10,083,124 20,968,395 41,244,149 6,232,964 — —
Current income tax liabilities ............ 729,812 1,531,018 2,746,650 415,084 4,142,736 626,065
BOrrowings ........coooeeeeeiiiiiiiiiinnnn. 9,446,500 7,733,520 21,843,620 3,301,087 21,053,843 3,181,733
22,798,075 42,654,317 88,783,831 13,417,333 104,595,623 15,806,867
Total liabilities............................... 29,724,138 75,817,594 139,435,222 21,017,953 153,199,940 23,152,126
Total equity and liabilities ................. 34,796,870 98,906,916 170,196,275 25,720,674 186,285,332 28,152,112
Net current assets ........................... 7,939,390 46,760,943 61,564,763 9,303,889 60,660,149 9,167,182
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RISK FACTORS

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

RISKS RELATING TO OUR BUSINESS

We are and will continue to be dependent on the performance of the PRC property market, particularly
in Fujian province and the other regions where we operate and intend to operate, and therefore any
potential decline in demand for properties, property sales or property prices in the PRC, particularly in
the cities where we have operations, could have a material adverse effect on our results of operations,
financial condition and business prospects

Our business and prospects depend on the performance of the PRC property market. As of
June 30, 2018, we had 95 property development projects primarily located in Fujian province,
Zhejiang province, Jiangsu Province and Shanghai City developed by our subsidiaries, joint ventures
and associated companies. As of the same date, we had 9 projects we jointly controlled with other
property developers and 17 projects we operated with another property developer in which we had
no control, generally in the same region. We also intend to enter certain other regions and cities in
China. Any adverse development in the supply of or demand for properties and any measures that
the PRC government may take in restricting the growth of the property market in China,
particularly with respect to residential properties, which account for most of our development
portfolio, and in the cities where we have or plan to have projects, may adversely affect our results of
operations, financial condition and business prospects.

The overall demand for residential and commercial properties in China has grown rapidly in
recent years. However, the market has also experienced fluctuations in property prices during this
period in response to PRC government policies and trends in the PRC and world economy. There
have been increasing concerns over the affordability of housing and the sustainability of the real
estate market growth in China. As a result, the PRC government has in recent years promulgated
various control measures aimed at cooling the property sector. See “—Risks Relating to the
PRC—The PRC government may adopt further measures to regulate the property sector” and
“—Risks Relating to the PRC—Our business will be adversely affected if mortgage financing
becomes more costly or otherwise less attractive or available” below. We cannot assure you that such
measures will not have a negative impact on our business or that the demand for new properties in
first and second-tier cities and regional centers where we have or will have operations (either directly
through our subsidiaries or indirectly through joint ventures or associated companies) will continue
to grow in the future or that there will not be over-development or a market downturn in the PRC
property sector. Recently, the property market in the PRC has witnessed signs of a slowdown, with
some developers reported to have lowered prices in order to stimulate sales and some local
governments reported to have relaxed property purchase restrictions previously imposed as cooling
measures to help boost demand. Any continuing adverse development and the ensuing decline in
property sales or decrease in property prices in China may adversely affect our business and
financial condition.
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We may not be able to identify suitable land or acquire land use rights for future development at
commercially reasonable costs, or at all, in which event our business, results of operations and financial
condition as well as prospects may be materially and adversely affected

Our business is dependent upon our ability to identify and acquire suitable land at
commercially reasonable costs and our ability to generate profit from the sale of properties
developed on such land. We need to periodically replenish our land reserves in order to grow our
business. We have set clear criteria for site selection for the properties we develop. See
“Business—Our Property Development Management.” We may incur significant costs in
identifying, evaluating and acquiring suitable new land for development following our criteria. Our
future growth prospects and results of operations may be adversely affected if we fail to identify and
acquire sufficient amount of such suitable new land for development and to achieve reasonable
returns upon the sale or lease of these properties.

The PRC government’s policies on land supply may affect our ability to acquire land use rights
for future developments and land acquisition costs. The PRC government controls land supply and
regulates the ways in which property developers may obtain land for property development. Such
measures and any other similar measures in the future may subject us to increased competition from
other property developers. Changes in government policy that reduce land supply or limit our ability
to tender for land may materially and adversely affect our business and financial condition.

We may not successfully manage our expansion and growth

We historically derived a substantial portion of our revenue from Fujian Province. As of June
30, 2018, we had a total of 147 property development projects, 38 of which were in Fujian province.
In addition, as of June 30, 2018, we had 20 projects that were under development or held for future
development through our subsidiaries with a total estimated GFA attributable to us of
approximately 4.0 million sq.m. in Fujian province. Our business and prospects therefore are highly
dependent upon the performance of the property market in Fujian province. As a result, we are
exposed to a greater geographical concentration risk than some of our competitors in the PRC
whose operations are more geographically diversified. For as long as our operations remain
substantially concentrated in Fujian province, if Fujian province experiences any significant
economic downturn due to imbalances in the local economy, disturbances in local financial markets,
natural disasters, epidemics, hostilities or any other reason, or if more restrictive government
policies on the property market are imposed in Fujian province, or if the conditions of Fujian
province’s property market otherwise declines, our business, results of operations and financial
condition may be materially and adversely affected.

In order to achieve sustainable growth, we may need to continue to seek development
opportunities in selected regions in the PRC with potential for growth where we have no existing
operations. For example, we have expanded into Guangzhou, Shanghai and Hangzhou and intend to
expand into other first- and second-tier cities which we believe have great growth potential, such as
Beijing. Another example is our acquisitions of Anhui Hailiang and Ningbo Hailiang in the second
half year of 2017, through which we expanded into Suzhou, Hefei, Zhengzhou, Bangbu and other
second- or third-tier cities in western and central China. As of June 30, 2018, we have expanded our
business into eight regions in China. However, our land reserves concentrate in the Western Taiwan
Straits Economic Zone and the Yangtze River Delta Region. As a result, our business is highly
dependent upon the performance of the property market in those regions. For so long as our land
reserves concentrate in those regions, our business, results of operations and financial condition
may be materially and adversely affected by any economic downturns, restrictive policies and other
factors affecting the property market in those regions.
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We may not be able to achieve our planned expansion objectives and our experience as a
property developer in our existing markets may not be applicable in other regions. We may face
intense competition from developers with greater financial resources, established experience or
presence in these new markets, and from other developers with similar expansion plans. In addition,
business expansion or land acquisition requires a significant amount of capital investment and
human resources, and may divert our existing resources including the attention of our management.
Additionally, we may not be able to hire, train or retain sufficient talent to manage our operations in
the new markets. For example, in July 2017, we acquired a 55% equity interest in Ningbo Hailiang
and Anhui Hailiang at a cash consideration of RMB2,264.0 million (US$342.1 million) and
RMB632.5 million (US$95.6 million), respectively. The acquisitions of Ningbo Hailiang and Anhui
Hailiang have taken up our cash resources and could strain our managerial and operational
resources. If we are unable to successfully integrate the new projects of Ningbo Hailiang and Anhui
Hailiang with our existing operations and achieve related synergies, or to adapt to the evolving
competitive environment in the newly-entered regions, which may be different from what we are
familiar with, our ability to grow our business and increase our revenue may be materially and
adversely affected. As a result, our inability to develop, manage and integrate new projects and
businesses may adversely affect our operating efficiency and the success of our expansion plans,
which consequently may adversely affect our business, financial condition and future prospects.

Our results of operations in 2015, 2016, 2017 and the six months ended June 30, 2018 may not be
representative of our future performance

We experienced rapid revenue growth in 2015, 2016, 2017 and the six months ended June 30,
2018.1In2015,2016 and 2017 and the six months ended June 30, 2018, our revenue was RMB7,414.6
million, RMB11,371.7 million, RMB30,341.4 million (US$4,585.3 million), and RMB14,287.5
million (US$2,159.2 million), respectively.

We cannot assure you that we will grow at a high rate, or at all, or that we will not experience a
decrease in revenue. We have faced and will continue to face challenges including rising development
and administrative costs and increasing competition for employees and future growth opportunities.
As a result, our past results of operations may not be representative of our future performance.

We generated substantially all of our revenue in 2015, 2016, 2017 and the six months ended June 30,
2018 from the sale of properties and our results of operations may fluctuate due to factors such as the
schedule of our property development and the timing of property sales

In 2015, 2016, 2017 and the six months ended June 30, 2018, we derived substantially all of our
revenue from the sale of properties. Our results of operations may fluctuate due to factors such as
the schedule of our property development and the timing of property sales.

We generally recognize revenue from sale of a property upon the completion of property
construction and the issuance of a notice of delivery of property to the buyer, at which point we
believe the significant risks and rewards of ownership are transferred to the buyer. Due to capital
requirements for land acquisition and construction, limited land supply and the time required for
completing a project, we can undertake only a limited number of property development projects at a
time. In addition, since the timing of delivery of our properties varies according to our construction
timetable, our revenue and results of operations may vary significantly from period to period
depending on the number of properties delivered during a specific period. As a result, our
period-to-period comparisons of results of operations and cash flow positions may not be indicative
of our future results of operations and may not be as meaningful measures of our financial
performance of a specific period as they would be for a company with a greater proportion of steady
recurring revenues. Furthermore, our property development may be delayed or adversely affected by
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a combination of factors, including market or economic conditions, natural disasters, adverse
weather conditions, delays in obtaining requisite permits and approvals from relevant government
authorities as well as other factors beyond our control, which may in turn adversely affect our
revenue recognition and consequently our cash flow and results of operations.

We may not be able to complete our projects according to schedule which may adversely affect our
business and financial condition

e  The progress of a property development project can be adversely affected by many factors,
including:

e changes in market conditions including the credit market;

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

e changes in government rules and regulations and the related practices and policies,
including reclamation of land for public works or facilities;

° disputes with our joint venture partners;
e increases in the prices of raw materials;
° shortages of materials, equipment, contractors and skilled labor;

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

e unforeseen engineering, design, environmental or geographic problems;
e labor disputes and strikes;

° construction accidents;

° natural disasters or adverse weather conditions; and

° other unforeseen problems or circumstances.

Construction delays or failure to complete the construction of a project according to its
planned specifications, schedules or budgets as a result of the above factors may adversely affect our
business and financial condition and may also cause reputational damage. We cannot assure you
that we will not experience such delays in delivery of our property projects in the future or that we
will not be subject to any liabilities for any such delays.

We had significant cash outflow from operations in 2016 and 2017 and we may not be able to timely
obtain sufficient financing to fund our land acquisitions or property developments

Property development usually requires substantial capital investment during the land
acquisition and construction period. It is not unusual for a property developer to generate negative
operating cash flow over a particular period when the cash outlay for land acquisition and
construction expenditures during that period, after offsetting changes in other working capital
items, exceeds the cash inflow from property sales over the same period. We experienced significant
cash outflow from operating activities in 2016 and 2017 as we rapidly expanded our land bank and
development activities. In 2016 and 2017, we had net cash used in operating activities of
RMB17,160.8 million and RMB10,371.7 million (US$1,567.4 million), respectively. Furthermore, in
July 2017, we acquired a 55% equity interest of Ningbo Hailiang and Anhui Hailiang at a cash
consideration of RMB2,264.0 million (US$342.1 million) and RMB632.5 million (US$95.6 million),
respectively. The acquisitions of Ningbo Hailiang and Anhui Hailiang have further taken up and
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constrained our cash resources. We therefore require external funding to expand our business and to
acquire land and develop new projects. We typically use internal funds, proceeds from pre-sales of
our properties and bank loans, trust financing and other borrowings to finance the construction
costs for our property developments. We expect to continue to fund our projects through these
sources. However, we cannot assure you that such funds will be sufficient or that any additional
external financing can be obtained on satisfactory or commercially reasonable terms, or at all.

A number of factors, such as general economic conditions, our financial performance, credit
availability from financial institutions and monetary policies in the PRC, may affect our ability to
obtain adequate financing for our projects on favorable terms, if at all. Many of these factors are
beyond our control. The PRC government has in recent years taken a number of measures in the
financial sector to further tighten lending requirements for property developers to cool down
excessive growth in the property sector, which, among other things:

e  prohibit PRC commercial banks from extending loans to property developers to finance
land premiums;

° restrict PRC commercial banks from extending loans for the development of villas;

° restrict PRC commercial banks from granting or extending revolving credit facilities to
property developers that hold a large amount of idle land and vacant commodity
properties;

e  prohibit PRC commercial banks from taking commodity properties that have been vacant
for more than three years as security for mortgage loans;

° prohibit PRC commercial banks from granting loans to development projects that fail to
meet capital ratio requirements or lack the required government permits and certificates;
and

e  prohibit property developers from using borrowings obtained from any local banks to
fund property developments outside that local region.

In addition, PBOC regulates the reserve requirement ratio for commercial banks in the PRC,
which affects the availability and cost of financing from them. PBOC adjusted the bank reserve
requirement ratio twice in 2012, twice in 2014, five times in 2015, once in 2016 and twice in 2018 as
of July 5, 2018. The new reserve requirement ratio for commercial banks ranging from 11.5% to
15.0% came into force on July 5, 2018. We cannot assure you that the PRC government will not
introduce other measures which may limit our access to capital resources. The foregoing and other
governmental actions and policy initiatives may limit our ability to use bank borrowings or trust and
other borrowings to finance our property developments and, therefore, may require us to maintain a
relatively high level of internally sourced cash or obtain funding at a higher cost. As a result, our
business, results of operations, and financial condition may be materially and adversely affected.

We are subject to certain restrictive covenants in and risks associated with bank borrowings, trust and
other borrowings, which may limit or otherwise materially and adversely affect our business, results of
operations and financial condition

We are subject to certain restrictive covenants in our loan and financing agreements with
certain banks, trust companies and other financial institutions. Some of our loan agreements, for
example, obligate our borrowing subsidiaries to maintain certain financial ratios. In addition,
certain loan agreements contain covenants pursuant to which we or our borrowing subsidiaries may
not enter into merger, joint venture or restructuring transactions, decrease registered share capital,
transfer material assets, liquidate, change shareholdings or distribute dividends without the lenders’
prior written consent.
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Our trust and other borrowings generally also contain certain covenants stipulating, among
others, that we or our borrowing subsidiaries will not repay shareholders’ loans, misuse proceeds,
provide guarantees, distribute dividends, enter into merger, joint venture or acquisition
transactions, transfer material assets or change registered share capital without notifying the lender,
obtaining a prior consent from the lender or fully repaying the outstanding amount under the
relevant agreements. Pursuant to some of the trust financing arrangements, the trust companies
have veto rights over certain of our corporate actions. In addition, many of our trust and other
borrowings are secured by either a pledge or a transfer, or both, of our equity interests in the
relevant project company subsidiary to the lender.

If we fail to comply with any of those covenants resulting in the lenders’ requests for
acceleration or other default remedies, we may lose part or all of our equity interests in the relevant
project company subsidiaries and/ or our share in the asset value of the relevant property projects.
The occurrence of any of the above events may have a material adverse effect on our business,
financial condition and results of operations.

If we fail to collect our receivables, our financial condition, results of operations and cash flow may be
materially and adversely affected

We recorded trade and other receivables in the amount of RMB433.2 million, RMB2,424.6
million and RMB7,743.5 million (US$1,170.2 million) and RMB10,855.3 million (US$1,640.5
million) as of December 31, 2015, 2016, 2017 and June 30, 2018, respectively. One of the receivables
is a payment due from the Xiangcheng district government, Zhangzhou, in relation to certain
contractual arrangements for the construction of a road and preparation of adjacent land parcels.
We cannot assure you that we will be able to collect receivables from our debtors, including
Xiangcheng district government, in full or in a timely manner. We could be forced to write off
certain receivables in accordance with HKFRS if our debtors, including Xiangcheng district
government, failed to honor their repayment obligations. In addition, we may incur expenses and
have management resources diverted relating to the collection of our receivables, such as through
legal proceedings. As such, our financial condition, results of operations and cash flow may be
materially and adversely affected.

Increasing competition in the PRC, particularly from developers of properties similar to ours in the
Western Taiwan Straits Economic Zone and the other cities where we operate or intend to operate, may
adversely affect our business and financial condition

In recent years, a large number of property developers have undertaken property development
and investment projects in the Western Taiwan Straits Economic Zone and first and second-tier
cities in China, including property developments similar to ours. Our major competitors include
large national and regional property developers and overseas developers, some of which may have
better track records and greater financial and other resources than us. In addition, we also compete
with small local property developers. Intense competition among property developers in first and
second-tier cities in China for land, financing, raw materials and skilled management and labor
resources may result in increased cost for land acquisition and construction, an oversupply of
properties available for sale and a decrease in property prices. Any of the above may adversely affect
our business, results of operations and financial condition. In addition, the property markets in first
and second-tier cities in China are rapidly changing in response to various external factors beyond
our control. If we fail to respond to these changes in market conditions or customer preferences
more swiftly or effectively than our competitors, our business, results of operations and financial
condition could be adversely affected.
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Our business may be adversely affected if we fail to obtain, or if there is any delay in obtaining, the
relevant PRC governmental approvals for our property development projects

We are required to obtain various permits, licenses, certificates and other approvals from the
relevant PRC government authorities at various stages of project development including, but not
limited to, state-owned land use rights certificates, planning permit for construction land, planning
permits for construction works, permits for commencement of construction works, pre-sale permits
for commodity properties and certificates or confirmations of completion and acceptance. In
particular, we are required to obtain state-owned land use rights certificates before commencing any
property development and such certificates would generally only be issued after certain conditions
have been satisfied. Such conditions include the relevant project company having executed the
state-owned land use rights granting contracts (A - #i# tH5# 5 [7]) with the relevant authorities
whereby the land use rights are granted to the relevant project company, provided we have paid the
land premium in full.

As of June 30, 2018, we had a total attributable site area of approximately 0.2 million sq.m. in
properties held for future development, corresponding to approximately 0.5 million sq.m. in
attributable estimated GFA, for which we had not obtained the relevant land use rights certificates.
We had either paid the relevant land premiums and were awaiting the relevant government agencies
to issue the land use rights certificates or had not paid the relevant land premiums because (a) the
relevant local governments had extended the relevant payment period as they had not completed
resettlement and infrastructure work in relation to the land parcels or (b) the relevant land
premiums had not become due. The aggregate amount of the outstanding land premiums was
approximately RMB14,316.9 million as of June 30, 2018. We expect to make the payments pursuant
to the land grant contracts and apply for the land use rights certificates in due course.

We cannot assure you that we will not encounter similar problems with respect to continuing
scheduled land premium payments, including the outstanding ones described above, going forward,
for similar or other reasons. See “—We may be subject to sanctions by the PRC government if we fail
to comply with relevant PRC laws and regulations or be subject to late fees if we breach the terms of
the land grant contracts” below. We cannot assure you that we will receive the various land use rights
certificates within the expected time frame, because the timing of issuance of such certificates may
be subject to factors out of our control, including the relevant government resettlement schedules. If
we fail to receive such certificates, our development schedule may be disrupted, which, in turn, may
have a material and adverse effect on our business, results of operations and financial condition.

We cannot assure you that we will not encounter problems in obtaining other government
approvals or in fulfilling the conditions required for obtaining other government approvals and
certificates. If we fail to obtain the relevant approvals or to fulfill the conditions of the approvals
and certificates for our property development, those developments may not proceed on schedule. As
a result, our business, results of operations and financial condition may be materially and adversely
affected.

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

We make certain undertakings in our pre-sale contracts, and our pre-sale contracts and the
PRC laws and regulations provide for remedies for breach of these undertakings. For example, if we
fail to complete a pre-sold property on time, we may be liable to the relevant customers for such late
delivery under the relevant pre-sale contracts or pursuant to relevant PRC laws and regulations. If
our delay extends beyond a specified period, the purchasers may terminate their pre-sale contracts
and claim for damages. A customer may also refuse to accept the delivery or even terminate the
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pre-sale contracts if the GFA of the relevant unit, as set out in the individual property ownership
certificate, deviates by more than 3% from the GFA of that unit set out in his or her contract. We
cannot assure you that we will not experience any delays in the completion and delivery of our
properties, nor that the GFA for a delivered unit will not deviate more than 3% from the GFA set out
in the relevant pre-sale contract. Any of such factors could have a material adverse effect on our
business, financial condition and results of operations.

We may not be able to realize the anticipated economic and other benefits from our joint ventures, and
disputes with joint venture partners or any violation of PRC laws by our joint ventures may adversely
affect our business, results of operations and financial condition

We have formed joint ventures with other property developers to develop projects and may
continue to do so in the future. As of June 30, 2018, we had 17 projects we jointly controlled with
other property developers and 8 projects operated with another property developer in which we had
no control. We relied to a considerable extent on joint venture projects for profitability in 2015,
2016, 2017 and the six months ended June 30, 2018. During the same period, we recorded our “share
of net profits of investments accounted for using the equity method” of RMB422.5 million,
RMB443.1 million, RMB283.1 million (US$42.8 million) and RMBS535.1 million (US$80.9 million),
respectively, accounting for 17.1%, 17.2%, 5.7% and 13.5%, respectively, of our profit before income
tax. In addition, as of December 31, 2015 and 2016, 2017 and June 30, 2018, we recorded amounts
due from joint ventures of nil, RMB229.1 million, RMB3,629.0 million (US$548.4 million) and
RMB5,076.9 million (US$767.2 million), respectively. We and our joint venture partners provided
such amounts to the project companies in proportion to our shareholding percentages in order to
fund the project companies’ land acquisition and as working capital. Once these project companies
obtain external borrowings or commence pre-sale and generate cash flow, they will repay the
amounts due to us on demand. Therefore, the timing of such joint ventures’ capital outlays may
materially and adversely affect our results of operations.

The success of a joint venture depends on a number of factors, some of which are beyond our
control. As a result, we may not be able to realize the anticipated economic and other benefits from
our joint ventures. In addition, in accordance with PRC law, certain matters relating to joint
ventures require the consent of all parties to the joint ventures. Joint ventures may involve risks
associated with, among others, the possibility that our joint venture partners may:

e  have economic or business interests or goals inconsistent with ours;
e take actions contrary to our instructions, requests or our policies or objectives;

e Dbe unable or unwilling to fulfill their obligations under the relevant joint venture
agreements;

° have financial difficulties; or
° have disputes with us as to the scope of their responsibilities and obligations.

In addition, since we do not have full control over the business and operations of our joint
ventures, we cannot assure that they have been, or will be in strict compliance with all applicable
PRC laws and regulations.

We cannot assure you that we will not encounter problems with respect to our joint ventures or
our joint ventures will not violate applicable PRC laws and regulations, which may have an adverse
effect on our business, results of operations and financial condition.
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The illiquidity of property investments or fluctuations in property value could limit our ability to
respond to adverse changes in the performance of our investment properties

We plan to hold a portion of the properties we have developed as investment properties. See
“Business—Our Hotels and Investment Properties.” We recorded fair value gains on investment
properties of RMB272.5 million (US$41.2 million) for the six months ended June 30, 2018. Because
property investments in general are relatively illiquid, one’s ability to promptly sell one or more of
investment properties in response to changing economic, financial and investment conditions is
limited. The property market is affected by various factors, such as general economic conditions,
availability of financing, interest rates and general supply and demand, many of which are beyond
our control. We cannot predict whether we will be able to sell any investment properties on
satisfactory terms, or whether any price or other terms offered by a prospective purchaser would be
acceptable to us. We also cannot predict the length of time needed to find a purchaser and to
complete the sale of a property. In addition, if we sell an investment property during the term of that
property’s management agreement or tenancy agreement, we may have to pay termination fees.
Furthermore, we cannot assure you that we will achieve fair value gains on our investment
properties.

Changes in interest rates have affected and will continue to affect our financing costs and, ultimately,
our results of operations

Changes in interest rates have affected and will continue to affect our financing costs and,
ultimately, our results of operations. Since 2012, the PRC government reduced base interest rates
many times to stimulate the economy. The one-year benchmark lending rate was decreased to 6.31%
on June 8, 2012, to 6.00% on July 6, 2012, to 5.60% on November 22, 2014, to 5.35% on March 1,
2015, to 5.10% on May 11, 2015, to 4.85% on June 28, 2015, to 4.6% on August 26, 2015 and further
to 4.35% on October 24, 2015. As of June 30, 2018, the benchmark one-year lending rate was 4.35%.
As commercial banks in China and other financial institutions based in China link the interest rates
on their loans to benchmark lending rates published by the PBOC, any increase in such benchmark
lending rates will increase the mortgage rates of our customers and our financing costs.

Our interest expense may increase if the Exchange Offer is consummated and a portion of the February
2018 Notes are exchanged for the Notes

On February 8, 2019, we commenced the Exchange Offer in relation to the February 2018 Notes
and expect, subject to satisfaction of the relevant conditions, to settle the Exchange Offer, including
delivery of the Notes to be issued pursuant to the Exchange Offer, on or around the Settlement Date.
In the event the relevant conditions are met and the Exchange Offer is successfully consummated, a
portion of (and not all) the February 2018 Notes will be exchanged for the Notes. As the interest rate
of the Notes is higher than that of the February 2018 Notes, and the maturity date of the Notes is
later than the February 2018 Notes, our interest expense may increase as a result.

We guarantee the mortgage loans provided by financial institutions to our customers and, consequently,
we are liable to the mortgagees if our customers default

We arrange for various banks to provide mortgage loans to the purchasers of our properties. In
accordance with market practice, PRC domestic banks require us to guarantee these mortgages. We
generally provide guarantees until the purchasers of our properties obtain the relevant “strata-title
building ownership certificate (4 F & #E#)” and the certificate is registered in favor of the bank. We
rely on credit checks conducted by the bank on our customers and do not conduct our own credit
checks. The guarantees cover the full value of mortgages that purchasers of our properties have
obtained to finance their purchases and any additional payments or penalties imposed by mortgagee
banks for any defaults in mortgage payments. In our experience, the typical guarantee period ranges
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from one year to three years. We deposit with the mortgage bank an amount which typically
represents less than 5% of the mortgage to which the guarantee relates. If a customer defaults on
payment of its mortgage, the mortgagee bank may deduct the payment due from the deposited sum
and require that we immediately repay the entire outstanding balance of the mortgage pursuant to
the guarantee and we also have the right to terminate the sales contract with the defaulting
customers. Upon satisfaction of our obligations under the guarantee, the mortgagee bank would
then assign its rights under the mortgage to us and we would then have full recourse to the property.
As of December 31, 2015, 2016, 2017 and June 30, 2018, our outstanding guarantees over the
mortgage loans of our customers amounted to RMB6,412.9 million, RMB17,049.6 million,
RMB20,646.2 million (US$3,120.1 million) and RMB24,769.3 million (US$3,743.2 million),
respectively. We cannot assure you that defaults by our customers will not occur or the rate of such
defaults will not increase in the future. If a significant amount of our guarantees is called upon at
the same time or in close succession, our results of operations and financial condition may be
materially and adversely affected to the extent that there is a material depreciation in the market
value of the relevant properties or that we cannot resell such properties due to unfavorable market
conditions or other reasons.

Any breach of contractual obligations by third-party contractors for the construction of our property
development projects may adversely affect our results of operations and financial condition

We engage third-party contractors to provide various services, including the construction of
buildings for our property development projects. We generally select third-party contractors
through competitive bids and also through internal assessment of general factors including their
demonstrated competence, market reputation and our prior relationship with them. Completion of
our projects is subject to the satisfactory performance by these third-party contractors of their
contractual obligations, including their adherence to the pre-agreed schedule for completion. We
cannot assure you that the services rendered by any of these third-party contractors will be
satisfactory or be completed on time. If the performance of any third-party contractor proves
unsatisfactory, or if any of them is in breach of its contractual obligations, we may need to replace
such contractor or take other actions to remedy the situation, which could materially and adversely
affect our cost and construction progress of our projects. Furthermore, a contractor’s financial or
other difficulties may cause the delay in the completion of our property developments and result in
our incurring additional costs, which may have a material adverse effect on our results of operations
and financial condition.

Fluctuations in the price of construction materials and our construction contractors’ labor costs could
affect our business and financial performance

We normally engage third-party contractors for construction of our projects. Such third-party
contractors are responsible for procuring construction materials, including, but not limited, to steel
and cement, the prices of which can be volatile. According to our contracts with our construction
contractors, in the event that the prices of the equipment and construction materials procured by
our construction contractors fluctuate beyond a pre-determined band from the pre-agreed price, we
will adjust our payments to our contractors accordingly. Therefore, any material increase in the cost
of construction materials or contractors’ labor costs may lead to future increases in construction
contract costs. Furthermore, we typically pre-sell our properties prior to their completion and we
will not be able to pass the increased costs on to our customers if construction costs increase
subsequent to the pre-sale. Our inability to pass cost increases to our construction contractors or
our customers may result in decrease in our profit margins and adversely affect our results of
operations and financial condition. In addition, with the overall improvement of living standards in
China as well as the PRC government’s recent policies aimed at increasing wages of migrant workers,
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we expect labor costs of our third-party contractors to continue to increase in the near future, which
could also have an adverse effect on our results of operations and financial condition.

If our provisions for land appreciation tax (“LAT”) prove to be insufficient, our financial results would
be adversely affected

Our properties developed for sale are subject to LAT. Under PRC tax laws and regulations, all
income derived from the sale or transfer of land use rights, buildings and their ancillary facilities in
the PRC is subject to LAT at progressive rates ranging from 30% to 60% on the appreciation of land
value. LAT is calculated based on proceeds received from the sale of properties less deductible
expenditures as provided in the relevant tax laws. We make provisions for the estimated full amount
of applicable LAT in accordance with the relevant PRC tax laws and regulations from time to time
pending settlement with the relevant tax authorities. As we often develop our projects in phases,
deductible items for the calculation of LAT, such as land costs, are apportioned among different
phases of development. Provisions for LAT are made on our own estimates based on, among other
things, our own apportionment of deductible expenses which is subject to final confirmation by the
relevant tax authorities upon settlement of the LAT. We only prepay a portion of such provisions
each year as required by the local tax authorities. In 2015, 2016, 2017 and the six months ended June
30, 2018, we made provisions for LAT in the amounts of RMB663.0 million, RMB417.5 million,
RMBI1,258.1 million (US$190.1 million) and RMB795.5 million (US$120.2 million), respectively.
We cannot assure you that the relevant tax authorities will always agree with our calculation of LAT
liabilities, nor can we assure you that the LAT provisions will be sufficient to cover our LAT
obligations in respect of our past LAT liabilities. If the relevant tax authorities determine that our
LAT liabilities exceed our LAT prepayments and provisions, and seek to collect that excess amount,
our cash flow, results of operations and financial condition may be materially and adversely
affected. In addition, as we continue to expand our property developments, we cannot assure you
that our provision for LAT obligations based on our estimates in new markets will be sufficient to
cover our actual LAT obligations. As there are uncertainties as to when the tax authorities will
enforce the LAT collection and whether it will apply the LAT collection retrospectively to properties
sold before the enforcement, any payment as a result of the enforcement of LAT collection may
significantly restrict our cash flow position, our ability to finance our land acquisitions and to
execute our business plans.

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

Pursuant to the Notice on Adjustment of Transfer Business Tax to Appreciation Tax (B it 4 1
I BH & SE B RO (R s B 948 ) issued on March 23, 2016 and implemented on May 1, 2016
(“Circular 36”) by the Ministry of Finance (“MOF”) and the PRC State Administration of Taxation
(“SAT?”), effective from May 1, 2016, PRC tax authorities have started imposing value added tax
(“VAT”) on revenues from various service sectors, including real estate, construction, financial
services and insurance, as well as other lifestyle service sectors, to replace the business tax that
co-existed with VAT for over 20 years. Since the issuance of Circular 36, MOF and SAT have
subsequently issued a series of tax circulars in March and April 2016 to implement the collection of
VAT on revenues from construction, real estate, financial services and lifestyle services. The VAT
rates applicable to us may be generally higher than the business tax rate we were subject to prior to
the implementation of Circular 36. For example, the VAT rate for the sale of self-developed real
estate projects will be increased from 5% (the current business tax rate) to 11%. Unlike business tax,
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the VAT will only be imposed on added value, which means the input tax incurred from the
deductible land prices can be offset from our output tax. MOF and SAT revised Implementing
Measures for the Pilot Program of Replacing Business Tax with Value-added Tax (‘& i i (B
Fiak B EU i ##7%, printed and distributed by Circular 36) by issuing Notice of the Ministry of
Finance and the State Administration of Taxation on the Application of the Pilot Policies of
Replacing Business Tax with Value-added Tax to Construction Services and Other Aspects (B A&
SR 4 e ol e S B UK 48 A1) on July 1, 2017 (“Circular 587). Pursuant to Circular 58, Article 7
of Implementing Measures for the Pilot Program of Replacing Business Tax with Value-added Tax
shall be repealed as of July 1, 2017 and Point 4 of Item (23) of Article 1 of the Provisions on
Transitional Policies concerning the Pilot Program of Replacing Business Tax with Value-added Tax
(CEZEB U EOS (AR LB W BUR BB E, printed and distributed by the Circular 36) shall be
repealed as of January 1, 2018. However, details of concrete measures are still being formulated in
accordance with Circular 36 and Circular 58. We are still in the process of assessing the
comprehensive impact of the new VAT regime on our tax burden, our revenues and results of
operations, which remains uncertain.

We may be subject to sanctions by the PRC government if we fail to comply with relevant PRC laws and
regulations or be subject to late payment fees if we breach the terms of the land grant contracts

Under PRC laws and regulations, if a developer fails to develop land according to the terms of
the land grant contract (including those relating to designated use of land, time for commencement
and completion of development of the land), the relevant government authorities may issue a
warning to, or impose a penalty on, the developer or require the developer to forfeit the land use
rights.

Under typical land grant contracts, any violation of payment schedule of land premium as
stipulated under the land grant contracts may subject a developer to late payment fees or even result
in termination of the land grant contracts. In 2015, 2016, 2017 and the six months ended June 30,
2018, we did not make land premium payments as scheduled under the land grant contracts for
certain of our property development projects and, thus, we were subject to late payment fees. We
cannot assure you that we will not experience delays in making land premium payment in the future.
If we incur late payment fees in the future, our business, financial position and results of operations
may be materially and adversely affected.

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

Property developers in the PRC typically assist purchasers of properties to obtain the relevant
individual property ownership certificates within a time frame set out in the relevant property sale
and purchase agreement. Property developers, including ourselves, generally elect to specify the
deadline for the delivery of properties in the property sale and purchase agreements to allow
sufficient time for the application and approval processes. Under current regulations, we are
required to submit requisite governmental approvals in connection with our property developments,
including land use rights documents and planning permits, to the local bureau of land resources and
housing administration after receipt of the completion and acceptance certificate for the relevant
properties and apply for the property ownership initial registration in respect of these properties. We
are then required to submit after delivery of the properties, the relevant property sale and purchase
agreements, identification documents of the purchasers, proof of payment of deed tax, for the
relevant local authority’s review and the issuance of the individual property ownership certificates
in respect of the properties purchased by the respective purchasers. Delays by the various
administrative authorities in reviewing the application and granting approval as well as other factors
may affect timely delivery of the general as well as individual property ownership certificates. We
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cannot assure you that we will not incur material liability to purchasers in the future for the late
delivery of individual property ownership certificates due to our fault or for any reason beyond our
control.

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

The permitted total GFA for a particular development is set out in various governmental
documents issued at various stages. In many cases, the underlying land grant contract will specify
permitted total GFA. Total GFA is also set out in the relevant urban planning approvals and various
construction permits. If constructed total GFA exceeds the permitted total, or if the completed
development contains built-up areas that the authorities believe do not conform to the approved
plans as set out in relevant construction works planning permit, we may not be able to obtain the
acceptance and compliance form of construction completion (¥ T.B§ Ui ffi % %) for our development
and, as a consequence, we would not be able to deliver individual units to purchasers or to recognize
the related pre-sale proceeds as revenue. Moreover, excess GFA requires additional governmental
approval, and the payment of additional land premium. If issues related to excess GFA cause delays
in the delivery of our products, we may also be subject to liability to purchasers under our sales and
purchase agreements. We cannot assure you that constructed total GFA for each of our existing
projects under development or any future property developments will not exceed permitted total
GFA, or that the authorities will determine that all built-up areas conform to the plans approved as
set out in the construction permit. Moreover, we cannot assure you that we would have sufficient
funding to pay any required additional land premium or to take any remedial action that may be
required in a timely manner, or at all. Any of these factors may materially and adversely affect our
reputation, business, results of operations and financial condition.

We may be deemed to be a PRC tax resident enterprise under the EIT Law, which could result in
unfavorable tax consequences to us and our non-PRC holders of the Notes

The Enterprise Income Tax Law of the PRC ({13 A R ILFNEH A ZE T 158112 )) (the “EIT Law”)
and the implementation regulations to the EIT Law issued by the PRC State Council became
effective on January 1, 2008. Under the EIT Law, enterprises established outside China whose “de
facto management bodies” are located in China are considered “resident enterprises” and will
generally be subject to a uniform 25% enterprise income tax (“EIT”) on their worldwide income.
Under the implementation rules of the EIT Law (the “EIT Rules”), “de facto management bodies”
are defined as bodies that have material and overall management control over the business,
personnel, accounts and properties of an enterprise. Substantially all of our management is
currently based in China and may remain in China. Therefore, we may be treated as a PRC resident
enterprise for EIT purposes and thus be subject to EIT on our worldwide income. However, a PRC
resident enterprise is exempt from tax on dividend income received from qualified resident
enterprises. The tax consequences to us in the case that we are treated as a PRC resident enterprise
are not entirely clear, as they will depend on the implementation regulations and how local tax
authorities apply or enforce the EIT Law and the EIT Rules. Furthermore, if we are treated as a PRC
“resident enterprise,” we may be obligated to withhold PRC income tax, generally at a rate of 10%,
on payments of interest on the Notes to investors that are “non-resident enterprises,” because the
interest may be regarded as being derived from sources within the PRC. If we are required under the
PRC tax laws to withhold PRC tax on our interest payable to noteholders who are “non-resident
enterprises,” we will be required, subject to certain exceptions, to pay such additional amounts as
will result in receipt by the holder of each Note of such amounts as would have been received by such
holder had no such withholding been required. The requirement to pay additional amounts will
increase the cost of servicing interest payments on the Notes and could have a material adverse effect

32



on our ability to pay interest on, and repay the principal amount of, the Notes, as well as our
profitability and cash flow. If we fail to do so, we may be subject to fines and other penalties.
Further, if we are treated as a PRC “resident enterprise,” any gain realized by a “non-resident
enterprise” investor from the transfer of the Notes may be regarded as being derived from sources
within the PRC and, accordingly, may be subject to a 10% PRC tax.

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

We depend on cash flows from pre-sales of properties as an important source of funding for our
property developments. Under current PRC laws and regulations, property developers must fulfill
certain conditions before they can commence pre-sales of the relevant properties and pre-sales
proceeds may only be used to finance the related development. According to the Measures for the
Management of Advance Sale of Urban Commercial Houses (37 7 & 7 78 8 45 #LFE) issued on
November 15, 1994 and revised on August 15, 2001and July 20, 2004, real estate developers who plan
to sell urban commercial houses in advance must achieve pre-sale license. On January 7, 2010, State
Council issued Notice of the State Council on Boosting the Steady and Healthy Development of the
Real Estate Sector (it fE4E 57 7 T 55 V- R fd fE 35 JE Y48 1) to require that real estate developers
that have already obtained the pre-sale license shall make known to the public all the houses ready
for sale at one time within a prescribed time limit and sell such houses in strict accordance with the
declared prices. MOHURD issued Notice on Issues concerning Further Strengthening the
Supervision and Administration of Real Estate Market and Improvement of Commodity Housing
Pre-sale System (B /A #E— 25 T 5 5 b 28 7 35 B 56 35 v o A 55 706 o A B P4 LAY 4 ) to improve
to improve Pre-sale System on April 13, 2010. Any ban or additional restrictions on pre-sales may
require us to seek alternative sources of funding to finance our developments, and such alternative
funding may not be available to us on attractive terms, or at all, in which case our cash flow and
prospects, and our business, results of operations and financial condition could be materially and
adversely affected.

Compliance with PRC laws and regulations regarding environmental protection or preservation of
antiquities and monuments could result in substantial delays in construction schedule and additional
costs

We are subject to extensive PRC laws and regulations concerning environmental protection and
preservation of antiquities and monuments which impose fines for violation and authorize
government authorities to shut down any construction sites that fail to comply with governmental
orders requiring the cessation of certain activities causing environmental damage. The application
of such laws and regulations vary greatly according to a site’s location, its environmental condition,
present and former use, as well as the circumstances of its adjoining properties. Such variation in
application may result in delays in our project completion and may cause us to incur substantial
compliance and other costs and severely restrict our project development activities in certain regions
or areas.

As required by PRC laws and regulations, each project we develop is required to undergo
environmental assessments and the related assessment document must be submitted to the relevant
government authorities for approval before commencement of project construction. If we fail to
meet such requirements, the local authorities may issue orders to suspend our construction activities
and impose a fine of not less than 1% but not more than 5% of the total investment of the
construction project on the construction unit according to, Law on Environmental Impact
Assessment (BRI ZEEEE L) revised on July 2, 2016 and effective on the same date. We cannot
assure you that we will be able to comply with all such requirements with respect to environmental
assessments. In the event of a suspension of construction and/or imposition of a fine as a result of
our non- compliance, our financial condition may be materially and adversely affected.
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There is a growing awareness of environmental issues in the PRC and we may sometimes be
expected to meet more stringent standards than those under applicable environmental laws and
regulations. We have not adopted any special environmental protection measures other than the
measures generally taken in the ordinary course of business by comparable companies in our
industry. There is no assurance that more stringent requirements on environmental protection will
not be imposed by the relevant PRC governmental authorities in the future. If we fail to comply with
existing or future environmental laws and regulations or fail to meet public expectations, our
reputation may be damaged or we may be required to pay penalties or fines or take remedial actions,
any of which could have a material adverse effect on our business, results of operations and financial
condition.

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

We may be involved in disputes with various parties involved in the development and sale of
our properties, including contractors, suppliers, construction workers, purchasers and project
development partners. These disputes may lead to legal or other proceedings and may result in
substantial costs and diversion of resources and management’s attention. As some of our projects
comprise multiple phases, purchasers of our properties in earlier phases may file legal actions
against us if our subsequent planning and development of the projects are perceived to be
inconsistent with our representations and warranties made to such earlier purchasers. In addition,
we may have disagreements with regulatory bodies in the course of our operations, which may
subject us to administrative proceedings and unfavorable decrees that result in pecuniary liabilities
and cause delays to our property developments. From time to time, our officers and management
may be parties to litigation or other legal proceedings. Even though our company may not be
directly involved in such proceedings, such proceedings may affect our reputation and, consequently,
adversely impact our business.

A deterioration in our brand image or any infringement of our intellectual property rights could
adversely affect our business

We rely to a significant extent on our brand name, “Rongxin” (“fl{%”), in marketing our
properties. Brand value is based largely on subjective consumer perception and can be damaged by
isolated incidents that diminish consumer trust. Any negative incident or negative publicity
concerning us or our business could adversely affect our reputation and business. Our brand value
and consumer demand for our properties could decline significantly if we fail to maintain the
quality of our properties or fail to deliver a consistently positive experience for the purchasers of
our properties, or if we are perceived to have acted in an unethical or socially irresponsible manner.
In addition, our efforts to protect our brand name may not be adequate, and we may be unable to
identify any unauthorized use of our brand name or to take appropriate steps to enforce our rights
on a timely basis. Any unauthorized use or infringement of our brand name may impair our brand
value, damage our reputation and materially and adversely affect our business and results of
operations. In addition, we have allowed Zhangzhou Rongxin Crowne Plaza Holiday Hotel in
Zhangzhou and Rongxin (Fujian) Property Management Co., Ltd. (flf5 (45 &) ¥ 28 A RA A)),
the property management company we have engaged to manage our properties, and may in the
future authorize additional non-Group companies, to use our brand. While we seek to maintain our
brand image by requiring these companies to comply with relevant rules and standards relating to
the use of our brand name, we cannot assure you that these parties will not use our brand name in a
way that negatively affects our reputation and the reputation of our projects, which in turn may have
an adverse effect on our results of operations and financial condition.
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In addition, our service marks, trademarks, trade secrets and other intellectual property are
critical to our success. We rely on trademark and copyright law, trade secret protection and
confidentiality agreements with our employees, customers, business partners and others to protect
our intellectual property rights. Despite the precautions taken, it may be possible for third parties to
obtain and use our intellectual property without authorization, which may adversely affect our
business and reputation. Moreover, litigation may be necessary in the future to enforce our
intellectual property rights, to protect our trade secrets or to determine the validity and scope of the
proprietary rights of others. Such litigation could result in substantial costs and diversion of
resources and, consequently, adversely affect our business and results of operations.

We may not have adequate insurance coverage to cover our potential liability or losses and, as a result,
our business, results of operations and financial condition may be materially and adversely affected

We maintain insurance as required by applicable PRC laws and regulations and as we consider
appropriate for our business operations. We do not, however, maintain insurance against all risks
associated with our operations, such as insuring our projects under development against natural or
accidental damage and destruction by fire, flood, lightning, explosions or other hazards during
construction periods or insuring our assets against certain natural disasters. We may incur losses,
damages or liabilities during any stage of our property development and we may not have sufficient
funds to cover the same or to rectify or replace any uninsured property or project that has been
damaged or destroyed. In addition, any payments we are obligated to make to cover any losses,
damages or liabilities may materially and adversely affect our business, results of operations and
financial condition.

Our business depends substantially on the continuing efforts of the members of our senior management
and qualified personnel and our ability to attract and retain them, and, if we lose the services of any of
these key management and personnel and cannot replace them in a timely manner, or at all, our
business may be materially and adversely affected

Our business depends, to a significant extent, on the capability and expertise of our senior
management team members, including our executive directors and other members of our
management who have operational experience in the real estate business. In particular, we rely on
Mr. Ou, our founder and Chairman, who has more than 16 years of experience in the development
and management of real estate. If one or more of our senior management team members are unable
or unwilling to continue in their present positions, we may not be able to identify and recruit suitable
replacements in a timely manner, or at all, and the implementation of our business strategies may be
affected, which could materially and adversely affect our operations. In addition, we rely on our
employees, which include qualified design, construction management, quality control, marketing,
on-site supervisory and construction management personnel for our daily operations and business
expansion. We cannot assure you that we will be able to continue to attract and retain sufficient
skilled and experienced employees in the future. If we fail to recruit, retain or train skilled
employees, our growth and business prospects could be adversely affected.

We may be subject to additional payments of statutory employee benefits

As required by PRC regulations, we make contributions to mandatory social security funds for
the benefit of our PRC employees that provide for pension insurance, medical insurance,
unemployment insurance, personal injury insurance, maternity insurance and housing funds, to
designated government agencies. During 2015, 2016, 2017 and the six months ended June 30, 2018,
we did not make sufficient contributions to the social insurance and housing provident funds for
some of the employees due to miscommunication between our departments, inconsistency in
implementation or interpretation of the relevant PRC laws and regulations among government
authorities in the PRC and, in some cases, voluntary decisions by the relevant employees.
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According to the relevant PRC laws and regulations, our failure in making requisite social
insurance or housing provident fund contributions may result in a fine imposed on us or us being
required to rectify the non-compliance by any relevant governmental authorities. As of June 30,
2018, we had made provisions for unsubscribed contributions in the aggregate amount of
approximately RMB13.2 million (US$2.0 million).

We cannot assure you that we will not be subject to any order to rectify non-compliance in the
future, nor can we assure you that there are no, or will not be any, employee complaints regarding
payment of the social insurance or housing provident funds against us, or that we will not receive
any claims in respect of social insurance contributions under national laws and regulation. In
addition, we may incur additional expenses to comply with such laws and regulations by the PRC
government or relevant local authorities.

Voluntary withdrawal from entering into definitive land grant contracts with the local PRC
governments after successful bidding for land parcels may lead to the forfeit of the prepayment for the
relevant land acquisitions

Under current PRC laws and regulations, we are required to make a certain deposit to the local
PRC governments in order to participate in the tender, auction or listing process. This deposit
typically becomes non-refundable after a developer wins a bid for a land parcel. In 2008, we
participated in a land auction in Fuzhou and won a bid with respect to certain urban land parcels for
a total land premium of RMB904 million. Based on our then understanding of the property market
and business judgment, we decided not to proceed with our winning bid and terminated the land
grant contract with the Bureau of Land Resources of Fuzhou. We had paid a deposit of RMB70
million with the Bureau of Land Resources of Fuzhou, which was consequently forfeited pursuant
to the land grant contract. If we have to abort land acquisitions again in the future with similar
consequences, our business, financial condition and results of operations will be materially and
adversely affected.

Our controlling shareholder may take actions that are not in, or may conflict with, our or our creditors’
(including the holders of the Notes) best interests

Our controlling shareholder, Mr. Ou Zonghong, holds approximately 64.73% of our
outstanding shares as of December 31, 2018. The interests of our controlling shareholder may differ
from our interests or the interests of our creditors, including the holders of the Notes. Our
controlling shareholder could have and will continue to have the ability to exercise a controlling
influence over our business, and may cause us to take actions that are not in, or may conflict with
our best interest and the best interest of our creditors, including the holders of the Notes, with
respect to matters relating to our management and policies and the election of our directors and
senior management. Our controlling shareholder will be able to influence our major policy
decisions, including our overall strategic and investment decisions, by controlling the election of our
directors and, in turn, indirectly controlling the selection of our senior management, determining
the timing and amount of any dividend payments, approving our annual budgets, deciding on
increases or decreases in our share capital, determining our issuance of new securities, approving
mergers, acquisitions and disposals of our assets or businesses and amending our articles of
association. For more information, see “Management,” “Principal Shareholders” and “Related
Party Transactions.”

RISKS RELATING TO THE PRC

Changes in PRC economic, political and social conditions, as well as government policies, could have a
material adverse effect on our business, financial condition, results of operations and prospects

Substantially all of our business and operations are conducted in China. Accordingly, our
business, financial condition, results of operations and prospects are, to a significant degree, subject
to economic, political and social developments in China.
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The Chinese economy differs from the economies of most developed countries in many
respects, including growth rate, the extent of government involvement, level of development, control
of foreign exchange and allocation of resources. In May 2017, Moody’s Investors Service
downgraded China’s sovereign credit rating for the first time since 1989 and changed its outlook
from stable to negative, citing concerns on the country’s rising levels of debt and expectations of
slower economic growth. In September 2017, S&P Global Ratings downgraded China’s sovereign
credit rating for the first time since 1999, citing similar concerns. The full impact of such actions by
international rating agencies remains to be seen, but the perceived weaknesses in China’s economic
development model, if proven and left unchecked, would have profound implications. If China’s
economic conditions worsen, or if the banking and financial systems experience difficulties from
over-indebtedness, businesses in China may face a more challenging operating environment.
Furthermore, although the PRC government has implemented measures since the late 1970s
emphasizing the utilization of market forces for economic reform, the reduction of state ownership
of productive assets and the establishment of improved corporate governance in business
enterprises, a substantial portion of productive assets in China is still owned by the PRC
government. In addition, the PRC government continues to play a significant role in regulating
industry development by imposing industrial policies. The PRC government also exercises
significant control over China’s economic growth through allocation of resources, controlling
payment of foreign currency denominated obligations, setting monetary policy and providing
preferential treatment to particular industries or companies.

Certain measures taken by the PRC government to guide the allocation of resources may
benefit the overall economy of China but may, however, also have a negative effect on us. For
example, our business, financial condition, results of operations and prospects may be adversely
affected by government control over capital investments, changes in tax regulations that are
applicable to us, change in interest rates and statutory reserve rates for banks or government control
in bank lending activities.

Uncertainties with respect to the PRC legal system could have a material adverse effect on us

Our business and operations are primarily conducted in China and governed by PRC laws, rules
and regulations. The PRC legal system is a civil law system based on written statutes. Prior court
decisions may be cited for reference but have limited precedential value. Since the late 1970s, the
PRC government has significantly enhanced PRC legislation and regulations to provide protection
to various forms of foreign investments in China. However, China has not developed a fully
integrated legal system and recently enacted laws and regulations may not sufficiently cover all
aspects of economic activities in China. As many of these laws, rules and regulations are relatively
new, and because of the limited volume of published decisions and their non-binding nature, the
interpretation and enforcement of these laws, rules and regulations may involve uncertainties and
may not be as consistent or predictable as in other more developed jurisdictions. For example, we
have registered the issuance of the Notes with the NDRC with reference to the NDRC Notice and
are required to file a post-issuance report with the NDRC within ten working days in the PRC
pursuant to the registration certificate. As the NDRC Notice is a new regulation, there are still
uncertainties regarding its interpretation, implementation and enforcement by the NDRC. If we fail
to complete such filing in accordance with the relevant requirements, due to any change in the
relevant regulation we may be subject to penalties or other enforcement actions by relevant PRC
government authorities. Furthermore, the legal protections available to us under these laws, rules
and regulations may be limited. Any litigation or regulatory enforcement action in China may be
protracted and could result in substantial costs and diversion of resources and management
attention. On June 27, 2018, in the conference press regarding Notice on Strict Prevention of
Foreign Debt Risk and Local Debt Risk, NDRC addressed that NDRC planned to regulate the
qualification requirements of enterprises’ debts and the direction of funds, formulate the
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“Administrative Measures for the Registration of Foreign Debt to be Issued by Enterprises” as soon
as possible, guide and regulate funds of the real estate enterprises gained from overseas bond
issuance. Meanwhile, NDRC stated that funds of real estate enterprises obtained through issuing
offshore bonds should be mainly used to repay due debts, in order to avoid default of debts, rather
than investing in domestic and foreign real estate projects and using for supplementing operation
capital, etc.

The PRC government may adopt further measures to regulate the property sector

Investments in the PRC property sector have increased significantly in the past decade. In
response to concerns over the rapid increase in property investments and property prices, from 2004
to the first half of 2008, the PRC government introduced various policies and measures to curtail
property developments. In the second half of 2008 and in 2009, in order to combat the impact of the
global economic slowdown, the PRC government adopted measures to encourage consumption in
the residential property market and to support real estate development. However, since December
2009, the PRC government has adjusted some of its policies in order to enhance regulation in the
property market, restrain property purchases for investment or speculation purposes and keep
property prices from rising too quickly in certain cities, including abolishing certain preferential
treatment relating to business taxes payable upon transfers of residential properties by property
owners and imposing more stringent requirements on the payment of land premium by property
developers; requiring higher minimum down payment, granting the right to commercial banks to
stop lending, punishing speculative developers and requiring mandatory disclosure of property
ownership; imposing property purchase restrictions on non-local residents, decreasing the maximum
loan to value ratio of mortgage loans offered to borrowers, and increasing mortgage interest rates
and construction loan interest rates; increasing the minimum down payment to at least 60% of the
total purchase price for second-property purchases with a minimum lending interest rate of at least
110% of the benchmark rate, in certain targeted cities restricting purchasers from acquiring second
(or further) residential properties and restricting non-residents that cannot provide any proof of
local tax or social security payments for more than a specified time period from purchasing any
residential properties, launching new property tax schemes in certain cities on a trial basis, and
levying business tax on the full amount of transfer price if an individual owner transfers a
residential property within five years of purchase.

In August 2011, MOHURD urged provincial governments to implement home purchase
restrictions to control property prices, and listed criteria for the implementation of restrictions. In
the second half of 2011, in order to further cool down the property market, the PRC government
extended home purchase restrictions to certain second- and third-tier cities in addition to 40 first
and second-tier cities that had already adopted home purchase restriction measures. On February
26, 2013, the General Office of the State Council issued the Circular on Further Promoting Real
Estate Market Regulation, which provides, among other things, that a 20% individual income tax
should be levied on the difference between the sale proceeds and the purchase price for the owner’s
transfer of residence. At the end of 2013, a new round of policies aimed at promoting affordable
housing and discouraging speculative investments in residential properties was announced in a
number of large Chinese cities, including Beijing, Shanghai, Guangzhou, Shenzhen, Zhengzhou,
Nanchang, Fuzhou, Xiamen, Nanjing and Hangzhou. However, home purchase restriction policies
have been relaxed recently. As of June 30, 2018, we had 147 property development projects through
our subsidiaries, joint ventures and associated companies located in various cities in China, many of
which had introduced new rules to adjust home purchase restriction policies, abolishing such
restrictions in the whole city, in some urban areas or with respect to certain eligible persons who lack
local household registration. In 2016, municipal governments including Fuzhou and Xiamen
adopted additional tightening measures. These measures include stricter examination and
verification of the source of fund of a loan applicant’s down payment, restricting the maximum
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monthly repayment to 50% of an applicant’s income, regulating the use of house provident fund
commission loans for first and second home purchases based on home size and the minimum down
payment, and tightening of supervision over and restricting home purchases by non-local residents.
In 2017 and 2018, many local governments including Sanya, Chengdu, Changsha, and Ningbo
issued stricter policies to regulate real estate market, including but not limited to, sale restriction
and fixed prices. For more information on the PRC government policies in the property sector, see
“Regulations” and “Industry Overview—Real Estate Markets of Selected Cities in the PRC.”

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

Our business will be adversely affected if mortgage financing becomes more costly or otherwise less
attractive or available

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

From time to time, the PRC government issues laws, regulations or policies regarding mortgage
financing to regulate the PRC property market. In January 2010, the State Council issued the
Circular on Promoting the Stable and Sound Development of the Real Estate Market, which, among
other things, provides that homeowners with outstanding mortgage loans who intend to buy
additional properties for themselves, their spouses or dependent children are required to pay a down
payment of no less than 40% of the purchase price and the applicable interest rate shall be set strictly
based upon the associated risk level. In April 2010, the State Council issued a notice to raise the
minimum down payment for second home purchases to 50% and set a minimum 30% down payment
on first homes with a GFA of more than 90 sq.m. Further, pursuant to such notice, interest rate for
mortgage loans of second homes cannot be lower than 110% of the PBOC benchmark lending rate.
In May 2010, MOHURD, PBOC and CBRC jointly issued a circular to clarify that the number of
residential properties owned by an individual property purchaser who is applying for mortgage
loans shall be determined by all residential properties owned by the family members of such
purchaser (including the purchaser and such purchaser’s spouse and children under the age of 18),
and that property purchasers of second or subsequent residential properties shall be subject to
different credit terms when applying for mortgage loans. According to a notice jointly issued by
PBOC and CBRC on September 29, 2010, the minimum down-payment has been raised to 30% for
all first home purchases, and commercial banks are required to suspend mortgage loans for
purchases of a customer’s third or subsequent residential properties. In January 2011, the State
Council issued a circular to further raise the minimum down-payment requirement for second home
purchases to 60%. In addition, mortgagee banks may not lend to any individual borrower if the
monthly repayment of the anticipated mortgage loan would exceed 50% of the borrower’s monthly
income or if the total debt service of the borrower would exceed 55% of such individual’s monthly
income. Since 2013, as a result of foregoing factors, PRC banks have generally tightened mortgage
lending, which had affected the demand in the property market in general. On September 29, 2014,
PBOC and CBRC jointly issued the “Notice of the People’s Bank of China and the China Banking
Regulatory Commission on Further Improving Housing Financial Services” ((H B A R4R1T ~
RITEEBEMZE TN E S HITERE MR T/ERE %)), according to which, the
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reasonable housing loan demand of residential households shall be actively supported; where a
household that owns an existing property for which the property purchase loan has been paid off
applies for a new loan to purchase another ordinary commodity housing for the purpose of
improving living conditions, the relevant banking financial institution shall adopt the lending
policies applicable to the first owner-occupied property. See the section headed
“Regulations—Measures on Stabilizing Housing Price.” If the availability or attractiveness of
mortgage financing is reduced or limited, many of our prospective customers may not be able to
purchase our properties and, as a result, our business, results of operations and financial condition
may be materially and adversely affected.

Governmental control over currency conversion may affect the value of your investment and limit our
ability to utilize our cash effectively

Substantially all of our revenue is denominated in Renminbi. The PRC government imposes
controls on the convertibility of Renminbi into foreign currencies and, in certain cases, the
remittance of currency out of China. Under existing PRC foreign exchange regulations, payments of
current account items, including profit distributions, interest payments and expenditures from
trade-related transactions, can be made in foreign currencies without prior approval from SAFE by
complying with certain procedural requirements. However, approval from SAFE or its local branch
is required where Renminbi is to be converted into foreign currency and remitted out of China to pay
capital expenses such as the repayment of loans denominated in foreign currencies. The PRC
government may also at its discretion restrict access in the future to foreign currencies for current
account transactions.

Under our current corporate structure, our income is primarily derived from dividend
payments from our PRC subsidiaries. Shortages in the availability of foreign currency may restrict
the ability of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other
payments to us, or otherwise satisfy their foreign currency-denominated obligations. If the foreign
exchange control system prevents us from obtaining sufficient foreign currency to satisfy our
currency demands, we may not be able to pay dividends in foreign currencies to our sharecholders. In
addition, since a significant amount of our future cash flow from operations will be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to
purchase goods and services outside of China or otherwise fund our business activities that are
conducted in foreign currencies.

Changes in foreign exchange regulations may adversely affect our ability to transfer funds and
subsequently impact the results of our operations

We currently receive most of our revenues from operations in the PRC and such revenues are
denominated in Renminbi. The PRC government regulates the conversion between Renminbi and
foreign currencies. Over the years, the PRC government has significantly reduced its control over
routine foreign exchange transactions under current accounts, including trade and service related
foreign exchange transactions and payment of dividends. However, foreign exchange transactions by
our PRC subsidiaries under capital accounts continue to be subject to significant foreign exchange
controls and require the approval of, or registration with, PRC governmental authorities. There can
be no assurance that these PRC laws and regulations on foreign investment will not cast
uncertainties on our financing and operating plans in China. Under current foreign exchange
regulations in China, subject to the relevant registration at SAFE, we will be able to pay dividends in
foreign currencies, without prior approval from SAFE, by complying with certain procedural
requirements. However, there can be no assurance that the current PRC foreign exchange policies
regarding debt service and payment of dividends in foreign currencies will continue in the future.
Changes in PRC foreign exchange policies might have a negative impact on our ability to service our
foreign currency-denominated indebtedness and to distribute dividends to our shareholders in
foreign currencies.
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In addition, on August 29, 2008, SAFE issued the Circular on the Relevant Operating Issues
Concerning the Improvement of the Administration of Payment and Settlement of Foreign
Currency Capital of Foreign-Invested Enterprises, or the Circular 142, a notice with respect to the
administration of Renminbi converted from foreign exchange capital contributions of a foreign
invested enterprise. As a result, unless otherwise permitted by PRC laws or regulations, such
converted amount can only be applied to activities within the approved business scope of the
relevant foreign invested enterprise and cannot be used for dom