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IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE ADDRESSEES OUTSIDE OF THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the attached offering circular. You
are advised to read this disclaimer carefully before accessing, reading or making any other use of the attached offering circular. In accessing the
attached offering circular, 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.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN THE UNITED STATES OR
ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES DESCRIBED HEREIN HAVE NOT BEEN, AND
WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR THE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES 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 SECURITIES ACT AND APPLICABLE STATE OR LOCAL SECURITIES
LAWS. THIS OFFERING IS MADE SOLELY IN OFFSHORE TRANSACTIONS PURSUANT TO REGULATION S UNDER THE SECURITIES
ACT.

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

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

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore, as modified
or amended from time to time (the “SFA”) and the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the “CMP
Regulations 2018”), the Issuer has determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Bonds
are “prescribed capital markets products” (as defined in the CMP Regulations 2018) and Excluded Investment Products (as defined in MAS Notice
SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment Products).

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

Confirmation of Your Representation: In order to be eligible to view this Offering Circular or make an investment decision with respect to the
securities, investors must be purchasing the securities outside the United States in an offshore transaction in reliance on Regulation S under the
Securities Act. By accepting the e-mail and accessing the attached Offering Circular, you shall be deemed to have represented to the Joint Lead
Managers (as defined in the Offering Circular) and the Issuer (1) that you and any customers you represent are not, and that the electronic mail
address that you gave the Issuer and to which this e-mail has been delivered is not, located in the United States and (2) that you consent to delivery
of the attached Offering Circular and any amendments or supplements thereto by electronic transmission.

You are reminded that the Offering Circular has been delivered to you on the basis that you are a person into whose possession the Offering Circular
may be lawfully delivered in accordance with the laws of jurisdiction in which you are located and you may not, nor are you authorised to, deliver
the Offering Circular to any other person. You should not reply by e-mail to this notice, and you may not purchase any securities by doing so. Any
e-mail communications, including those you generate by using the “Reply” function on your e-mail software, will be ignored or rejected.

The materials relating to any offering of securities described in the Offering Circular do not constitute, and may not be used in connection with, an
offer or solicitation by or on behalf of the Issuer or the Joint Lead Managers in any place where offers or solicitations are not permitted by law. If a
jurisdiction requires that the offering be made by a licenced broker or dealer and the Joint Lead Managers or any affiliates of any of the Joint Lead
Managers is a licenced broker or dealer in that jurisdiction, the offering shall be deemed to be made by the Joint Lead Managers or such affiliate on
behalf of the Issuer in such jurisdiction.

The Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via this medium may be altered or
changed during the process of electronic transmission and consequently neither the Joint Lead Managers or any person who controls any of the Joint
Lead Managers nor any director, officer, employee nor agent of any of the Joint Lead Managers or affiliate of any such person accepts any liability
or responsibility whatsoever in respect of any difference between the Offering Circular distributed to you in electronic format and the hard copy
version available to you on request from the Manager.

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

The Offering Circular is being furnished in connection with an offering in offshore transactions outside the United States in compliance with
Regulation S under the Securities Act solely for the purpose of enabling a prospective investor to consider the purchase of the securities described in
the Offering Circular. You are reminded that the information in the Offering Circular is not complete and may be changed.

Actions that you may not take: If you receive this notice by e-mail, you should not reply by e-mail to this notice, and you may not purchase any
securities by doing so. Any reply e-mail communications, including those you generate by using the “Reply” function on your e-mail software, will
be ignored or rejected.



STRICTLY CONFIDENTIAL

Expand Lead Limited ¥aF|B R AT

(incorporated with limited liability in the British Virgin Islands and a wholly-owned subsidiary of Minmetals Land Limited)

U.S.$300,000,000 4.95% Guaranteed Bonds due 2026

unconditionally and irrevocably guaranteed by

Minmetals Land Limited AEMERBIRAE
Stock Code: 230.HK

(incorporated with limited liability in Bermuda and a subsidiary of China Minmetals Corporation)

Issue Price: 100.0 per cent.

Expand Lead Limited }ﬁwﬁm VA ((he “Issuer”) will be issuing the US$300,000,000 4.95% Guaranteed Bonds due 2026 (the “Bonds"), which will be and i (h “Guarantee”) by Minmetals
Land Limited 7i@HI7E AR/ A (the “Guarantor”). The Issuer, the Guarantor and China Minmetals Corporation = 75 f 4 /\F] (“China Minmetals”) will enter into a keepwell deed (the “Keepwell Deed™) on or about
the Issue Date (as defined below) as further described in “Description of the Keepwell Deed”. The Keepwell Deed does not constitute a guarantee by China Minmetals of the obligations of the Issuer under the Bonds or of the
Guarantor under the Guarantee.

The Bonds will bear interest from and including 22 July 2021 (the “Tssue Date”) at the rate of 4.95% per annum. Interest will be payable semi-annually in arrear on 22 January and 22 July in each year (each an “Interest Payment
Date”) commencing on 22 January 2022. All payments of principal, premium and interest by or on behalf of the Issuer or the Guarantor in respect of the Bonds and the Guarantee shall be made free and clear of, and without
withholding or deduction for, any present or future taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or within the British Virgin Islands, Bermuda, Hong Kong
or the PRC or any political subdivision or any authority therein or thereof having power to tax, unless such withholding or deduction is required by law, in which event, the Issuer or the Guarantor (as the case may be) will increase
the amounts it pays to the extent required, so that the net amount received by Bondholders (as defined in the Terms and Conditions of the Bonds) equals the amounts which would otherwise have been receivable by them had no such
withholding or deduction been required.

Investors should be aware that the Bonds will be issued by the Issuer, guaranteed by the Guarantor, with the benefit of the Keepwell Deed provided by China Minmetals, and that there are various risks relating to the Bonds, the
Keepwell Deed, the Issuer, the Guarantor, China Minmetals and their business and their jurisdictions of operations which investors should familiarise themselves with before making an investment in the Bonds. In particular, neither
the Keepwell Deed nor any actions taken by China Minmetals thereunder shall be deemed to constitute a guarantee by China Minmetals of the payment of any obligation, indebtedness or similar liability, of any kind or character
whatsoever, of the Issuer or the Guarantor under the laws of any jurisdiction. China Minmetals therefore shall not have any obligation to make direct payment or any similar liabilities and thereby disclaims any direct payment
obligation and/or any similar liabilities under the Keepwell Deed. Prospective investors should have regard to the factors described under the section headed “Risk Factors™ in this Offering Circular, including “China Minmetals’
Keepwell Deed is not a guarantee of the payment obligations under the Bonds or the Guarantee.”

The Bonds will mature on 22 July 2026 at their principal amount. The Bonds may be redeemed at the Issuer’s option in whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice to the Trustee, the
Agents and the Bondholders (which notice shall be irrevocable), at their principal amount (together with interest accrued up to but excluding the date fixed for redemption) upon the occurrence of certain tax events as described under
“Terms and Conditions of the Bonds — Redemption and Purchase — Redemption for Taxation Reasons”. The Bonds may also be redeemed at the option of the Bondholders at 101% of the principal amount, together with accrued
interest, upon occurrence of a Change of Control (as defined in the Terms and Conditions of the Bonds). See “Terms and Conditions of the Bonds — Redemption and Purchase — Redemption upon a Change of Control”.

The Bonds will constitute the Issuer’s direct, unsubordinated, unconditional and (subject to Condition 4(a) of the Terms and Conditions of the Bonds) unsecured obligations and shall at all times rank pari passu and without any
preference among themselves. The Issuer’s payment obligations under the Bonds shall, save for such exceptions as may be provided by applicable legislation and subject to Condition 4(a) of the Terms and Conditions of the Bonds, at
all times rank at least equally with all its other present and future and The of the Guarantor under the Guarantee shall, save for such exceptions as may be provided by applicable
legislation and subject to Condition 4(a) of the Terms and Conditions of the Bonds at all times rank at least equally with all its other present and future and

The Bonds will be issued in denominations of U.S.5200,000 each and integral multiples of U.S.$1,000 in excess thereof.

The PRC government is not an obligor of the Bonds or the Guarantee, and there will bc no recourse to the PRC government in respect of any obligation arising out of or in connection with the Bonds or the Guarantee, This is
supported by the Circular of the Ministry of Finance on Matters Concerning and Activities of Financial Institutions for Local Governments and State-owned Enterprises (fIE B i 4 0 4l (b 2
375 BORF RN B A 1 4% ﬁﬂﬁﬁﬁ’é%ﬁf’wmﬂxw(B?fxlznmzs%%)) (the “MOF Clrclllar”) promulgated on 28 March 2018 and took effect on the same day. and the Circular of the National Development and Reform
Commission and the Ministry of Finance on Improving Market Regulatory Regime and Taking Strict Precautions Against Foreign Debt Risks and Local Government Indebtedness Risks (588 R EZ 2 « BATCHS A 52 35 540 o
T B 7S &M L R St 7 £ 7 L e 9 208 4 (3¢ ] %Q’[zmswo&%)) (the “Joint Circular”) promulgated on 11 May 2018 and took effect on the same day. Both the MOF Circular and the Joint Circular do not, however, restrict
the PRC government from providing relevant support to our Group, provided that such support is granted in compliance with relevant PRC laws.

The Bonds are being issued in accordance with and under our sustainable finance framework (“Sustainable Bonds™). See the section entitled “Bonds Being Issued as Sustainable Bonds™ beginning on page 93.
Investing in the Bonds involves risks. See “Risk Factors” beginning on page 10 for a discussion of certain factors to be considered in connection with an investment in the Bonds.

The Bonds, the Guarantee and the Keepwell Deed have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”) may not be offered or sold within the United
States except pursuant to an ion from, or in a ion not subject to, the registration requirements of the Securities Act. The Bonds are only being offered outside the United States in reliance on Regulation S
under the Securities Act. For a description of these and certain further restrictions on offers and sales of the Bonds and the distribution of this Offering Circular, see “Subscription and Sale”.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange™) for the listing of the Bonds by way of debt issues to professional investors (as defined in Chapter 37 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited) (“Professional Investors”) only. This document is for distribution to Professional Investors only.

Notice to Hong Kong investors: Each of the Issuer and the Guarantor confirms that the Bonds are intended for purchase by Professional Investors only and will be listed on the Hong Kong Stock Exchange on that basis.
Accordingly, each of the Issuer and the Guarantor confirms that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully consider the risks involved.

The Hong Kong Stock Exchange has not reviewed the contents of this document, other than to ensure that the prescribed form disclai ibili and a limiting ion of this
document to Professional Investors only have been reproduced in this document. Listing of the Bonds on the Hong Kong Stock Exchange is not f be 'taken as an indication of the commercial merits or credit quahty of the
Bonds, the Issuer, the C , China Mi or quality of di in this Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this
Offering Circular, make no representation as 1o its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
Offering Circular.

China Mi has made an application for the pre-iss ion of the offering of the Bonds with the National Development and Reform Commission (the “NDRC”) in accordance with the Notice on Promoting the Reform
of the Filing and Registration System for Issuance of Foreign Debt by Corporates ({ [ % #3 /7 4 % 2 B FATHE M (1 3688 17 51 SO I FE B A1) (the “NDRC Notice™) promulgated by the NDRC on 14 September 2015
which came into effect on the same day, and has obtained a certificate of registration from the NDRC on 15 June 2021. The Guarantor undertakes to file or cause to be filed with the NDRC, within the time period prescribed by the
NDRC or pursuant to relevant laws and regulations after the Issue Date, the NDRC Post-Issuance Filing (as defined in the Terms and Conditions of the Bonds). The Guarantor shall submit or procure to be submitted to the NDRC
Post-Issuance Filing and comply with all applicable PRC laws and regulations in relation to the NDRC Post-Issuance Filing.

B

The Bonds will be represented initially by beneficial interests in the global certificate (the “Global Certificate”) in registered form which will be registered in the name of a nominee of, and shall be deposited on or about the Issue
Date with a common depositary for Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Interests in the Global Certificate will be shown on, and transfers thereof will be effected only through,
records maintained by Euroclear and Clearstream. Except as described herein, certificates for Bonds will not be issued in exchange for interests in the Global Certificate.

The Bonds are not expected to be rated. The Guarantor has not been assigned a rating. China Minmetals has been assigned a rating of “Baal” by Moody’s Investor’s Service, Inc. (“Moody’s™), “BBB+" by S&P Global Ratings
(“S&P”) and “BBB+" by Fitch Ratings Inc. (“Fitch”) with a stable outlook. A rating is not a recommendation (o buy, sell or hold securities, does not address the likelihood or timing of prepayment and may be subject to revision,
or at any time by the assigning rating organisation.

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners
BOC International DBS Bank Ltd. Haitong International
Bank of Communications CMB Wing Lung Bank Limited HSBC

Joint Lead Managers and Joint Bookrunners

AMTD Bank of China BNP Chengtong Hong Kong China Minsheng Banking
(Hong Kong) PARIBAS Corp., Ltd., Hong Kong
Branch

CLSA CMBC Capital Guotai Junan ICBC (Asia) Industrial Bank Co., Ltd.
International Hong Kong Branch

Mizuho Securities Shanghai Pudong Silk Road International SPDB International The Bank of East Asia,
Development Bank Hong Limited
Kong Branch

Sustainable Structuring Advisors
DBS Bank Ltd. Haitong International

Offering Circular dated 15 July 2021



NOTICE TO INVESTORS

THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER TO SELL, OR A
SOLICITATION OF AN OFFER TO BUY, ANY SECURITIES IN ANY JURISDICTION TO ANY
PERSON TO WHOM IT IS UNLAWFUL TO MAKE THE OFFER OR SOLICITATION IN SUCH
JURISDICTION. NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE
MADE HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN
NO CHANGE IN THE AFFAIRS OF THE ISSUER, THE GUARANTOR OR ANY OF THEIR
RESPECTIVE SUBSIDIARIES OR THAT THE INFORMATION SET FORTH IN THIS OFFERING
CIRCULAR IS CORRECT AS OF ANY DATE SUBSEQUENT TO THE DATE HEREOF.

This Offering Circular includes particulars given in compliance with the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited for the purpose of giving
information with regard to the Issuer, the Guarantor and its subsidiaries (the “Group”) and China
Minmetals. The Issuer, the Guarantor and China Minmetals accept full responsibility for the accuracy of
the information contained in this Offering Circular and confirm, having made all reasonable enquiries,
that to the best of their knowledge and belief there are no other facts the omission of which would make
any statement herein misleading.

This Offering Circular has been prepared solely for use in connection with the proposed offering of
the Bonds described in this Offering Circular. This Offering Circular does not constitute an offer of, or
an invitation by or on behalf of BOCI Asia Limited, DBS Bank Ltd., Haitong International Securities
Company Limited, Bank of Communications Co., Ltd. Hong Kong Branch, CMB Wing Lung Bank
Limited and The Hongkong and Shanghai Banking Corporation Limited (together, the “Joint Global
Coordinators™), AMTD Global Markets Limited, Bank of China (Hong Kong) Limited, BNP Paribas,
China Chengtong (Hong Kong) Asset Management Company Limited, China Minsheng Banking Corp.,
Ltd., Hong Kong Branch, CLSA Limited, CMBC Securities Company Limited, Guotai Junan Securities
(Hong Kong) Limited, Industrial and Commercial Bank of China (Asia) Limited, Industrial Bank Co.,
Ltd. Hong Kong Branch, Mizuho Securities Asia Limited, Shanghai Pudong Development Bank Co.,
Ltd., Hong Kong Branch, Silk Road International Capital Limited, SPDB International Capital Limited
and The Bank of East Asia, Limited (together with the Joint Global Coordinators, the “Joint Lead
Managers”’) or the Issuer or the Guarantor or China Minmetals to subscribe for or purchase any of the
Bonds. The distribution of this Offering Circular and the offering of the Bonds in certain jurisdictions
may be restricted by law. Persons into whose possession this Offering Circular comes are required by
the Issuer, the Guarantor, China Minmetals and the Joint Lead Managers to inform themselves about and
to observe any such restrictions. No action is being taken to permit a public offering of the Bonds or the
distribution of this Offering Circular in any jurisdiction where action would be required for such
purposes. There are restrictions on the offer and sale of the Bonds, and the circulation of documents
relating thereto, in certain jurisdictions including the United States, the European Economic Area, the
United Kingdom, Singapore, the PRC, Hong Kong, the British Virgin Islands and Bermuda, and to
persons connected therewith. For a description of certain further restrictions on offers and sales of the
Bonds, and distribution of this Offering Circular, see “Subscription and Sale”. This Offering Circular is
personal to each offeree and does not constitute an offer to any other person or to the public generally to
subscribe for or otherwise acquire Bonds. No person has been or is authorised to give any information
or to make any representation concerning the Issuer, the Guarantor, China Minmetals, the Bonds or the
Keepwell Deed other than as contained herein and, if given or made, any such other information or
representation should not be relied upon as having been authorised by the Issuer, the Guarantor, China
Minmetals, the Joint Lead Managers, Bank of Communications Trustee Limited in its capacity as trustee
(the “Trustee”), or Bank of Communications Co., Ltd. Hong Kong Branch as agents (the “Agents”) or
any of their respective affiliates. Neither the delivery of this Offering Circular nor any offering, sale or
delivery made in connection with the issue of the Bonds shall, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a change in the
affairs of the Issuer, the Guarantor, China Minmetals or their respective subsidiaries since the date
hereof or create any implication that the information contained herein is correct as at any date



subsequent to the date hereof. This Offering Circular does not constitute an offer of, or an invitation by
or on behalf of the Issuer, the Guarantor, China Minmetals, the Joint Lead Managers, the Trustee or the
Agents or their respective affiliates, officers, employees, agents, representatives, directors or advisers to
subscribe for or purchase the Bonds and may not be used for the purpose of an offer to, or a solicitation
by, anyone in any jurisdiction or in any circumstances in which such offer or solicitation is not
authorised or is unlawful.

This Offering Circular is being furnished in connection with the offering of the Bonds exempt
from registration under the Securities Act solely for the purpose of enabling a prospective investor to
consider purchasing the Bonds. Investors must not use this Offering Circular for any other purpose,
make copies of any part of this Offering Circular or give a copy of it to any other person, or disclose
any information in this Offering Circular to any other person. The information contained in this Offering
Circular has been provided by the Issuer, the Guarantor, China Minmetals and other sources identified in
this Offering Circular. Any reproduction or distribution of this Offering Circular, in whole or in part,
and any disclosure of its contents or use of any information herein for any purpose other than
considering an investment in the Bonds offered by this Offering Circular is prohibited. By accepting
delivery of this Offering Circular each investor agrees to these restrictions.

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

No person has been authorised to give any information or to make any representation not contained
in or not consistent with this Offering Circular or any information supplied by the Issuer and the
Guarantor or such other information as is in the public domain and, if given or made, such information
or representation should not be relied upon as having been authorised by the Issuer, the Guarantor or the
Joint Lead Managers. Neither the delivery of this Offering Circular nor any offering, sale or delivery
made in connection with the issue of the Bonds shall, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a change in the
affairs of the Issuer, the Guarantor or the Group since the date hereof or create any implication that the
information contained herein is correct as at any date subsequent to the date hereof.

None of the Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates,
officers, employees, agents, representatives, directors or advisors has independently verified the
information contained in this Offering Circular. Accordingly, no representation, warranty or undertaking,
express or implied, is made or given and no responsibility or liability is accepted, by the Joint Lead
Managers, the Trustee or the Agents or any of their respective affiliates, officers, employees, agents,
representatives, directors or advisors, as to the accuracy, completeness or sufficiency of the information
contained in this Offering Circular or any other information supplied in connection with the Bonds and
nothing contained in this Offering Circular is, or shall be relied upon as, a promise, representation or
warranty by the Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates,
officers, employees, agents, representatives, directors or advisors. This Offering Circular is not intended
to provide the basis of any credit or other evaluation nor should it be considered as a recommendation
by any of the Issuer, the Guarantor, China Minmetals, the Joint Lead Managers, the Trustee or the
Agents or any of their respective affiliates, officers, employees, agents, representatives, directors or
advisors, that any recipient of this Offering Circular should purchase the Bonds. Each person receiving
this Offering Circular acknowledges that such person has not relied on the Joint Lead Managers, the
Trustee, the Agents or any of their respective affiliates, officers, employees, agents, representatives,
directors or advisors in connection with its investigation of the accuracy of such information or its
investment decision, and each such person must rely on its own examination of the Issuer, the
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Guarantor, China Minmetals and the merits and risks involved in investing in the Bonds. See ‘“Risk
Factors” for a discussion of certain factors to be considered in connection with an investment in the
Bonds.

To the fullest extent permitted by law, none of the Joint Lead Managers, the Trustee or the Agents
or any of their respective affiliates, officers, employees, agents, representatives, directors or advisors
accepts any responsibility for the contents of this Offering Circular or any statement made or purported
to be made by any such person or on its behalf in connection with the Issuer, the Group or the issue and
offering of the Bonds. Each of the Joint Lead Managers, the Co-Managers, the Trustee and the Agents
and their respective affiliates, officers, employees, agents, representatives, directors and advisors
accordingly disclaims all and any liability, whether arising in tort or contract or otherwise, which it
might otherwise have in respect of this Offering Circular or any such statement. None of the Joint Lead
Managers, the Trustee or the Agents or any of their respective affiliates, officers, employees, agents,
representatives, directors or advisors undertakes to review the results of operations, financial condition
or affairs of the Issuer, the Guarantor, China Minmetals or their respective subsidiaries during the life of
the arrangements contemplated by this Offering Circular nor to advise any investor or potential investor
in the Bonds of any information coming to the attention of the Joint Lead Managers, the Trustee or the
Agents or any of their respective affiliates, officers, employees, agents, representatives, directors,
officers, employees or advisors.

Any of the Joint Lead Managers and their respective affiliates may purchase the Bonds for its or
their own account and enter into transactions, including credit derivatives, such as asset swaps,
repackaging and credit default swaps relating to the Bonds and/or other securities of the Issuer, the
Guarantor and their respective subsidiaries or associates at the same time as the offer and sale of the
Bonds or in secondary market transactions. Such transactions may be carried out as bilateral trades with
selected counterparties and separately from any existing sale or resale of the Bonds to which this
Offering Circular relates (notwithstanding that such selected counterparties may also be purchasers of
the Bonds). Furthermore, investors in the Bonds may include entities affiliated with the Group.
Accordingly, references herein to the Bonds being offered should be read as including any offering of
the Bonds to the Joint Lead Managers and/or their affiliates acting in such capacity. Such persons do not
intend to disclose the extent of any such investment or transactions otherwise than in accordance with
any legal or regulatory obligation to do so.

This Offering Circular is provided solely for the purpose of enabling the recipient to consider
purchasing the Bonds. The investors or prospective investors should read this Offering Circular carefully
before making a decision regarding whether or not to purchase the Bonds. This Offering Circular cannot
be used for any other purpose and any information in this Offering Circular cannot be disclosed to any
other person. This Offering Circular is personal to each prospective investor and does not constitute an
offer to any other person or to the public generally to purchase or otherwise acquire the Bonds.

This Offering Circular summarises certain material documents and other information, and the
Issuer, the Guarantor and the Joint Lead Managers refer the recipient of this Offering Circular to them
for a more complete understanding of what is contained in this Offering Circular. In making an
investment decision, the prospective investor must rely on its own judgement and examination of the
Issuer and the Guarantor and the Terms and Conditions of the Bonds, including the merits and risks
involved. See “Risk Factors” for a discussion of certain factors to be considered in connection with an
investment in the Bonds. None of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or the
Agents or any person who controls any of them, or any of their respective directors, officers, employees,
agents, advisers or affiliates are making any representation regarding the legality of an investment in the
Bonds under any law or regulation. The recipient of this Offering Circular should not consider any
information in this Offering Circular to be legal, business or tax advice. Any investor or prospective
investor should consult his/her/its own attorney, business adviser and tax adviser for legal, business and
tax advice regarding an investment in the Bonds.
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IN CONNECTION WITH THE ISSUE OF THE BONDS, ANY OF THE JOINT LEAD
MANAGERS APPOINTED AND ACTING IN ITS CAPACITY AS STABILISING MANAGER
(THE “STABILISING MANAGER”) OR ANY PERSON ACTING FOR THE STABILISING
MANAGER MAY OVER-ALLOT THE BONDS OR EFFECT TRANSACTIONS WITH A VIEW
TO SUPPORTING THE MARKET PRICE OF THE BONDS AT A LEVEL HIGHER THAN
THAT WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE
THAT THE STABILISING MANAGER (OR PERSONS ACTING ON BEHALF OF THE
STABILISING MANAGER) WILL UNDERTAKE STABILISATION ACTION. ANY
STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH ADEQUATE
PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE BONDS IS MADE AND, IF
BEGUN, MAY BE ENDED AT ANYTIME, AND MUST END NO LATER THAN THE EARLIER
OF 30 DAYS AFTER THE ISSUE DATE OF THE BONDS AND 60 DAYS AFTER THE DATE
OF THE ALLOTMENT OF THE BONDS. ANY STABILISATION ACTION OR
OVER-ALLOTMENT MUST BE CONDUCTED BY THE RELEVANT STABILISING
MANAGER OR ANY PERSON ACTING ON BEHALF OF THE STABILISING MANAGER IN
ACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.

Prospective investors should not construe anything in this Offering Circular as legal, business or
tax advice. Each prospective investor should determine for itself the relevance of the information
contained in this Offering Circular and consult its own legal, business and tax advisers as needed to
make its investment decision and determine whether it is legally able to purchase the Bonds under
applicable laws or regulations.

This document includes particulars given in compliance with the Rules Governing the Listing of
Securities on The Hong Kong Stock Exchange for the purpose of giving information with regard to the
Issuer, the Guarantor and China Minmetals. The Issuer and the Guarantor accept full responsibility for
the accuracy of the information contained in this Offering Circular and confirms, having made all
reasonable enquiries, that to the best of their knowledge and belief there are no other facts the omission
of which would make any statement herein misleading.

WARNING

The contents of this Offering Circular have not been reviewed by any regulatory authority of any
jurisdiction. You are advised to exercise caution in relation to the offering of the Bonds. If you are in
any doubt about any of the contents of this Offering Circular, you should obtain independent
professional advice.

INDUSTRY AND MARKET DATA

Market data and certain industry forecasts used throughout this Offering Circular have been
obtained from both public and private sources, including internal surveys, market research, publicly
available information and industry publications. Industry publications generally state that the
information that they contain has been obtained from sources believed to be reliable but that the
accuracy and completeness of that information is not guaranteed. Similarly, internal surveys, industry
forecasts and market research, while believed to be reliable, have not been independently verified, and
none of the Issuer, the Guarantor, China Minmetals, the Joint Lead Managers, the Trustee, the Agents
and their respective affiliates, directors, employees, agents or 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. This Offering Circular summarises certain documents and other information, and investors
should refer to them for a more complete understanding of what is discussed in those documents.
Accordingly, such information should not be unduly relied upon.
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PRESENTATION OF FINANCIAL INFORMATION

This Offering Circular contains the Guarantor’s audited consolidated financial statements as at and
for the years ended 31 December 2018, 2019 and 2020 (the “Audited Financial Statements’). The
Audited Financial Statements were audited by Deloitte Touche Tohmatsu, Certified Public Accountants
(“Deloitte”) and were prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certificate Public Accountants (“HKICPA”). On
27 May 2021, Deloitte retired as the independent auditor of the Guarantor and it was approved by the
shareholders at the annual general meeting of the Guarantor to appoint Ernst & Young as its new
independent auditor.

Certain monetary amounts in this Offering Circular have been subject to rounding adjustments.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures which precede them.

CONVENTION USED IN THIS OFFERING CIRCULAR

In this Offering Circular, unless otherwise indicated or the context otherwise requires, references
to:
. “we”, “us”, “our company”’, the “Group”, “our” and words of similar import refers to
Minmetals Land Limited itself, or to Minmetals Land Limited and its consolidated
subsidiaries, as the context requires;

’

e the “Issuer” refers to Expand Lead Limited #i#]ABR/A ], our wholly-owned subsidiary;
. the “Guarantor” refers to Minmetals Land Limited 7 EH R/ E];

. “China Minmetals” refers to China Minmetals Corporation H[E AIEREEAR/AF], our
parent company;

. “contracted sales” refers to sales secured by presales and sales contracts;

. “contracted GFA” refers to the GFA for properties under contracted sales;

. “COVID-19” refers to the novel coronavirus disease 2019;

. the “Pearl River Delta” refers to a network of ten cities, namely Zhuhai, Zhongshan,

Jiangmen, Panyu, Foshan, Zhaoqing, Guangzhou, Dongguan, Huizhou and Shenzhen;

. the “Yangtze River Delta” refers to the region in China that comprises Jiangsu, Zhejiang
and Anhui Provinces and Shanghai;

. the “Pan Bohai Rim” refers to the region in Northern China that comprises Hebei,
Shandong, and Liaoning Provinces and the cities of Beijing and Tianjin;

. “Central China” refers to the region in China that comprises Henan, Hubei and Hunan
Provinces;
. “China” or the “PRC” refers to the People’s Republic of China, excluding, for purposes of

this Offering Circular only, Taiwan, Hong Kong and Macau;

. “AIC” refers to the State Administration for Industry and Commerce of the People’s
Republic of China or its local counterpart;



. “CBIRC” refers to the China Banking and Insurance Regulatory Commission;
. “MLR” refers to the Ministry of Land and Resource of the People’s Republic of China;
. “MOF” refers to the Ministry of Finance of the People’s Republic of China;

. “MOFCOM” refers to the Ministry of Commerce of the People’s Republic of China or its
competent local counterpart;

. “MOHURD” refers to the Ministry of Housing and Urban-Rural Development of the
People’s Republic of China;

. “NDRC” refers to the National Development and Reform Commission of the People’s
Republic of China;

. “PBOC” refers to the People’s Bank of China, the central bank of the PRC;
. the “PRC government” refers to the central government of China and its political
subdivisions, including provincial, municipal and other regional or local government entities,

and instrumentalities thereof, or where the context requires, any of them;

. “SAFE” refers to the State Administration of Foreign Exchange of the People’s Republic of
China or its competent local counterpart;

. “SASAC” refers to the State-owned Assets Supervision and Administration Commission of
the People’s Republic of China;

. “SAT” refers to the State Administration of Taxation of the People’s Republic of China;

. “HK$” or “Hong Kong dollars” refers to the legal currency of Hong Kong;

. “RMB” or “Renminbi” refers to the legal currency of China; and

. “U.S.$” or “U.S. dollars” refers to the legal currency of the United States.

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.
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FORWARD-LOOKING STATEMENTS

We have made certain forward-looking statements in this Offering Circular. All statements other
than statements of historical facts contained in this Offering Circular constitute “forward-looking
statements”. Some of these statements can be identified by forward-looking terms, such as “anticipate”,
“target”, “believe”, “can”, “would”, “could”, ‘“estimate”, ‘“‘expect”, ‘“aim”, “intend”, “may”,
“plan”, “will”, “would” or similar words. However, these words are not the exclusive means of
identifying forward-looking statements. All statements regarding expected financial condition and results
of operations, business plans and prospects are forward-looking statements. These forward-looking
statements include but are not limited to statements as to the business strategy, revenue and profitability,
planned projects and other matters as they relate to the Group and China Minmetals discussed in this
Offering Circular regarding matters that are not historical fact. These forward-looking statements and
any other projections contained in this Offering Circular (whether made by the Issuer, the Guarantor or
by any third party) involve known and unknown risks, including those disclosed under the caption
“Risk Factors”, assumptions, uncertainties and other factors that may cause the actual results,
performance or achievements of the Group or China Minmetals to be materially different from any
future results, performance or achievements expressed or implied by such forward-looking statements or
other projections.

These forward-looking statements speak only as at the date of this Offering Circular. We expressly
disclaim any obligation or undertaking to release publicly any updates or revisions to any
forward-looking statement contained herein to reflect any change in the Group’s or China Minmetals’
expectations with regard thereto or any change of events, conditions or circumstances, on which any
such statement was based.

The factors that could cause the actual results, performances and achievements of the Issuer, the
Guarantor, any member of the Group or China Minmetals to be materially different include, among
others:

. the Group’s and China Minmetals’ business and operating strategies and their ability to
implement such strategies;

. the Group’s and China Minmetals’ capital expenditure and project development plans;

. the Group’s and China Minmetals’ ability to develop and manage our projects as planned;

. the Group’s and China Minmetals’ operations and business prospects;

. various business opportunities that the Group and China Minmetals may pursue;

. the Group’s and China Minmetals’ financial condition;

. the availability and costs of bank loans and other forms of financing;

. the Group’s and China Minmetals’ projects under construction or planning;

. the regulatory environment of the industries in general;

. the performance and future developments of real estate markets in the PRC or any region in

the PRC where we may engage in real estate developments;

o the PRC real estate market outlook in general;
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. changes in political, economic, legal and social conditions in the PRC, including the specific
policies of the PRC government and the local authorities in the regions where the Group and
China Minmetals operate, which affect land supply, availability and cost of financing,
leasing, pricing and volume of the projects;

. changes in competitive conditions and the Group’s and China Minmetals’ ability to compete
under these conditions;

. the performance of the obligations and undertakings of independent contractors under various
construction, building, interior decoration and installation contracts;

. changes in currency exchange rates;

. delays in obtaining the necessary government permits or approvals for the Group’s and China
Minmetals’ projects; and

. other factors beyond the Group’s and China Minmetals’ control.
We do not undertake any obligation to update or revise publicly any of the opinions or

forward-looking statements expressed in this Offering Circular as a result of any new information, future
events or otherwise.
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SUMMARY

The summary below is only intended to provide a limited overview of information described in
more detail elsewhere in this Offering Circular. As it is a summary, it does not contain all of the
information that may be important to investors and terms defined elsewhere in this Offering Circular
shall have the same meanings when used in this summary. Prospective investors should therefore read
this Offering Circular in its entirety.

OVERVIEW

We are the sole Hong Kong-listed real estate flagship company and a subsidiary of China
Minmetals, one of China’s largest SOEs under the direct supervision of the SASAC. Founded in 1950,
China Minmetals is one of the largest State-owned conglomerates that operates globally in metals and
mining businesses and emerging diversified businesses with core operation in (i) metals and minerals;
(i1) metallurgical construction; (iii) trade and logistics and (iv) finance and real estate. In 2020, China
Minmetals was ranked 92 among the Fortune Global 500 enterprises.

We are principally engaged in real estate development, specialised construction, property
investment and property management businesses. We develop quality residential properties in China and
Hong Kong. Our current real estate development projects are located in 16 cities in the Pan Bohai Rim,
Yangtze River Delta, Central China, Chengdu-Chongqing region and Pearl River Delta Regions in the
PRC and Hong Kong. As at 31 December 2020, we had 40 projects at various stages of development
located in these regions. As at 31 December 2018 and 2019, we had 22 and 27 projects at various stages
located in the PRC and Hong Kong, respectively. We are also engaged in property management business
in China and Hong Kong, which adheres to the “37°C Caring Service” principle to provide attractive,
caring and value-added services to the property residents with safe and comfortable living environment
in our completed real estate development projects.

Our specialised construction business mainly encompasses the design, production and installation
of curtain walls system, windows and associated metal works. We have provided building solutions to a
variety of building structures, including residential and office buildings, museums, sport centres,
airports, shopping centres, swimming pools and hotels. As at 31 December 2020, we provided
specialised construction services mainly in Hong Kong.

In addition, through our property investment business, we hold and lease two commercial
investment properties including office and retail space in Hong Kong, namely the China Minmetals
Tower and LKF29, which are located in Tsim Sha Tsui and Central, respectively. Since 2019, we have
been leasing the commercial and retail complexes that we developed in Changsha and Taian in the PRC,
to attract lifestyle-focused target customers.

OUR COMPETITIVE STRENGTHS
We believe we have the following competitive strengths:

. We have a well-recognised brand supported by our high-quality real estate development
projects in China and property management services provided;

. We enjoy strong and continuing support from China Minmetals, our controlling shareholder
and a leading state-owned conglomerate in China;

. We have land bank with high quality acquired at reasonable cost which is well suited to our
real estate development needs;




. We have a diversified and complementary portfolio of product and service offerings,
including real estate development, specialised construction, property investment and property
management;

. We enjoy strong liquidity with multiple sources of financing and have a prudent financial
management policy; and

. We have a highly stable and experienced management team.
OUR BUSINESS STRATEGIES

We aim to become a leading real estate development company and urban operator in the PRC. We
intend to achieve this goal through the following strategies:

. Further strengthen our “Minmetals Land” brand name;

. Continue to leverage our position as the sole Hong Kong-listed real estate flagship of China
Minmetals;

. Further optimise our land bank;

. Continue to maintain a diversified and complimentary portfolio of products and services; and

. Further improve our operational efficiency and profitability.

RECENT DEVELOPMENT

The COVID-19 Outbreak

The COVID-19 pandemic that began at the end of 2019 has affected millions of individuals and
caused a significant decline in the overall global and PRC economies. The grave impact has adversely
affected the development of the PRC and Hong Kong property markets, which suffered a critical setback
during the first half of 2020, especially in the first quarter, as both construction activities and sales
activities were required to be suspended in order to contain the spread of the COVID-19 outbreak.
Following the gradual resumption of work and production in the real estate sector across the PRC,
combined with the backlog of pent up demand and new demand, sales indicators have rebounded
significantly in mid-2020.

In addition, as remedial action, we swiftly launched the online sales platform “THEUFE> for
continuing online marketing campaign and building a customer base for our projects during the
nationwide lockdown in early 2020. With the hard work of our teams in various regions, not only did
our annual sales survive intact amidst the COVID-19 pandemic, it also hit an encouraging record high.
Our operation team accelerated the roll-out of development projects across the PRC operation soon after
the COVID-19 pandemic was eased and work resumption took place in the second quarter of 2020, and
had met the development schedule for all of its projects at the end of 2020.

It is difficult to predict how long the adverse impact of COVID-19 will persist and the extent to
which the Group may be affected. We cannot assure you that our business, financial condition and
results of operations will not be materially and adversely affected. See “Risk Factors — Risks Relating to
Conducting Business in the PRC — The national and regional economies in the PRC and our prospects
may be adversely affected by natural disasters, acts of God, occurrence of epidemics, acts of war and
other disasters, which in turn affect our prospects.”




THE OFFERING

The following summary contains some basic information about the Bonds. Some of the terms
described below are subject to important limitations and exceptions. Words and expressions defined in
“Terms and Conditions of the Bonds” shall have the same meanings in this summary. For a more
complete description of the terms and conditions of the Bonds, see “Terms and Conditions of the
Bonds’’, in this Offering Circular.

Issuer . . .............. Expand Lead Limited $hFA RN F
Guarantor. . ........... Minmetals Land Limited 7LHEMZE A R/ F]
Guarantee . . .. ... ...... The Guarantor has in the Trust Deed unconditionally and irrevocably

guaranteed the due payment of all sums expressed to be payable by the
Issuer under the Bonds and the Trust Deed, as further described in
Condition 3(b) (Guarantee) of the Terms and Conditions of the Bonds.

The obligations of the Guarantor in respect of the Bonds and the Trust
Deed are contained in the Trust Deed (and any supplement thereto).

Keepwell Provider . . . . . .. China Minmetals Corporation H[2 71 fif & [# A R /A F]
Keepwell Deed. . . .. ... .. We, the Keepwell Provider and the Issuer will enter into a keepwell

deed as further described in “Description of the Keepwell Deed”. The
Keepwell Deed does not constitute a guarantee by China Minmetals of
the obligations of the Issuer under the Bonds or of the Guarantor under
the Guarantee. See “Risk Factors — Risks Relating to the Bonds, the
Guarantor and the Keepwell Deed — China Minmetals’ Keepwell Deed
is not a guarantee of the payment obligations under the Bonds or the

Guarantee” .
Bonds ................ US$300,000,000 4.95% Guaranteed Bonds due 2026
Issue Price. . .. ......... 100.0%.
Form and Denomination. .. The Bonds will be issued in registered form in denominations of

US$200,000 and integral multiples of US$1,000 in excess thereof.
Issue Date . . . . ......... 22 July 2021

Interest. . ............. The Bonds will bear interest from and including 22 July 2021, at the
rate of 4.95% per annum, payable semi-annually in arrear on 22
January and 22 July in each year.

Maturity Date . . . . ... ... 22 July 2026

Offering .. ............ The Bonds and the Guarantee have not been and will not be registered
under the Securities Act and, subject to certain exceptions, may not be
offered or sold within the United States. The Bonds are being offered
only outside the United States in reliance on Regulation S of the
Securities Act.




Status of the Bonds . . .. .. The Bonds constitute the Issuer’s direct, unsubordinated, unconditional
and (subject to Condition 4(a) (Negative Pledge) of the Terms and
Conditions of the Bonds) unsecured obligations and shall at all times
rank pari passu and without any preference among themselves. The
Issuer’s payment obligations under the Bonds shall, save for such
exceptions as may be provided by applicable legislation and subject to
Condition 4(a) (Negative Pledge) of the Terms and Conditions of the
Bonds, at all times rank at least equally with all other present and
future unsecured and unsubordinated obligations of the Issuer.

Status of the Guarantee . .. The obligations of the Guarantor under the Guarantee shall, save for
such exceptions as may be provided by applicable legislation and
subject to Condition 4(a) (Negative Pledge) of the Terms and
Conditions of the Bonds, at all times rank at least equally with all our
other present and future unsecured and unsubordinated obligations.

Negative Pledge . . . . . .. .. The Bonds will contain a negative pledge provision as further
described in Condition 4(a) (Negative Pledge) of the Terms and
Conditions of the Bonds.

NDRC Post-Issuance The Guarantor undertakes to file or cause to be filed with NDRC,
Filing. . . . ........... within the time period prescribed by the NDRC or pursuant to relevant
laws and regulations after the Issue Date, the requisite information and
documents in accordance with the Notice on Promoting the Reform of
the Filing and Registration System for Issuance of Foreign Debt by
Corporates ( [B52 % J P 5 22 B X 242 {0 26 3347 M f S8 B ad il '8 B
HBOFLZEKT) promulgated by the NDRC on 14 September 2015 which
came into effect immediately and any implementation rules,
regulations, certificates, circulars or notices in connection therewith
issued by the NDRC from time to time (the “NDRC Post-Issuance
Filing”).

The Guarantor shall within 14 PRC Business Days (as defined in the
Terms and Conditions of the Bonds) after submission of such NDRC
Post-Issuance Filing (i) provide the Trustee with a certificate
substantially in the form set out in the Trust Deed signed by an
Authorised Signatory (as defined in the Trust Deed) of the Guarantor
confirming the submission of the NDRC Post-Issuance Filing (together
with the document(s), if any, evidencing due filing with the NDRC)
and (ii) give notice to the Bondholders in accordance with Condition
16 (Notices).

Use of Proceeds . . .. ... .. The proceeds from the sale of the Bonds will be used for refinancing of
existing indebtedness in accordance with our Sustainable Finance
Framework. See “Bonds Being Issued as Sustainable Bonds” .

Events of Default. . . . .. .. The Bonds will contain certain events of default as further described in
Condition 9 (Events of Default) of the Terms and Conditions of the
Bonds.




Taxation . . .. ..........

Final Redemption. . . . .. ..

Redemption upon a Change
of Control ...........

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

Further Issues . . . ... .. ..

All payments of principal, premium and interest by or on behalf of the
Issuer or us in respect of the Bonds or under the Guarantee shall be
made free and clear of, and without withholding or deduction for, any
present or future taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or assessed by or
within the British Virgin Islands, Bermuda, Hong Kong or the PRC or
any political subdivision or any authority therein or thereof having
power to tax, unless such withholding or deduction is required by law.
In such event, the Issuer or, as the case may be, we shall (except in
certain circumstances as set out in Condition 8 (Taxation) of the Terms
and Conditions of the Bonds) pay such additional amounts as will
result in receipt by the Bondholders of such amounts as would have
been received by them had no such withholding or deduction been
required.

Unless previously redeemed or purchased and cancelled in the
circumstances referred to in the Terms and Conditions of the Bonds,
the Bonds will be redeemed at their principal amount on the Maturity
Date.

A Bondholder will have the right, at such Bondholder’s option, to
require the Issuer to redeem all, but not some only, of that
Bondholder’s Bonds at 101% of their principal amount, together with
accrued interest upon the occurrence of a Change of Control. See
Condition 6(c) (Redemption and Purchase — Redemption upon a
Change of Control) of the Terms and Conditions of the Bonds.

The Bonds may be redeemed at the Issuer’s option in whole, but not in
part, at their principal amount (together with interest accrued up to but
excluding the date fixed for redemption), in the event that as a result of
any change in, or amendment to, the laws or regulations of the British
Virgin Islands, Bermuda, Hong Kong or the PRC or any political
subdivision or any authority therein or thereof having the power to tax
on or after 15 July 2021, the Issuer or the Guarantor would be required
to pay Additional Tax Amounts in respect of the Bonds and such
obligation cannot be avoided by the Issuer taking reasonable measures
available to it. See Condition 6(b) (Redemption and Purchase -
Redemption for Taxation Reasons) of the Terms and Conditions of the
Bonds.

The Issuer may from time to time, without the consent of the
Bondholders, create and issue further securities either having the same
terms and conditions as the Bonds, in all respects (or in all respects
save for the issue date, the first payment of interest on them and the
timing for complying with provisions in these Conditions in relation to
the NDRC Post-Issuance Filing) and so that such further issue shall be
consolidated and form a single series with the Bonds or upon such
terms as the Issuer may determine at the time of their issue. References
in the Terms and Conditions of the Bonds to the Bonds will include
(unless the context requires otherwise) any other securities issued
pursuant to Condition 15 (Further Issues) of the Terms and Conditions
of the Bonds, and forming a single series with the Bonds.

Bank of Communications Trustee Limited




Principal Paying Agent,
Transfer Agent and
Registrar . . ... .......

Clearing Systems . . . .. ...

Governing Law . ... ... ..

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

Selling Restrictions . ... ..

Common Code. . ........
Legal Entity Identifier . . . .

Rating of
China Minmetals . ... ..

Bank of Communications Co., Ltd. Hong Kong Branch

The Bonds will be represented by beneficial interests in a Global
Certificate, which will be registered in the name of a nominee of, and
deposited on the Issue Date with a common depositary for, Euroclear
and Clearstream and will be exchangeable for individual certificates
only in the circumstances set out in the Terms and Conditions of the
Bonds. Beneficial interests in a Global Certificate will be shown on
and transfers thereof will be effected only through records maintained
by Euroclear and Clearstream. Except as described herein, certificates
for Bonds will not be issued in exchange for beneficial interests in a
Global Certificate.

The Trust Deed and the Bonds will be governed by and construed in
accordance with English law. The Keepwell Deed will be governed by
Hong Kong law.

Application will be made to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Bonds by way of debt issues
to Professional Investors only.

The Bonds 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 “Subscription and
Sale”.

XS52359944704

235994470
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The Bonds are not expected to be rated. The Guarantor has not been
assigned a rating. China Minmetals has been assigned a rating of

“Baal” by Moody’s, “BBB+” by S&P and “BBB+” by Fitch with a
stable outlook.




SUMMARY CONSOLIDATED FINANCIAL STATEMENTS OF THE GROUP

The summary consolidated financial information as at and for the years ended 31 December 2018,
2019 and 2020 is derived from our audited consolidated financial statements as at and for the years
ended 31 December 2018, 2019 and 2020 (which have been audited by Deloitte Touche Tohmatsu,
Certified Public Accountants (“Deloitte”)). They should be read in conjunction with the relevant
consolidated financial statements, including the notes thereto, which are included elsewhere in this
Offering Circular. Our consolidated financial statements were prepared in accordance with HKFRSs
issued by HKICPA which may differ in material respects from generally accepted accounting principles
in other jurisdictions.

None of the Issuer, the Guarantor, China Minmetals, the Joint Lead Managers, the Trustee or the
Agents or any of their respective affiliates, directors or advisers makes any representation or warranty,
express or implied, regarding the sufficiency of such consolidated financial results for an assessment of,
and any person receiving this Offering Circular must exercise caution when using such data to evaluate
the Group’s financial conditions, results of operations and results.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December

2018 2019 2020
HK$’000 HK$°000 HK$°000
(Audited) (Audited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment. . . .. .......... ... ... .. .... 196,512 262,791 259,280
Investment properties. . . .. .. ... ... . 2,256,393 2,366,668 2,507,388
Interests in aSSOCIALES. . . . v v v v v v i e e 1,152,277 1,123,361 3,472,096
Interests in joint ventures . . . .. ..... ... ... ... 97,028 84,701 196,074
Financial assets at fair value through other comprehensive income . . . 811,254 1,398,952 822,778
Other financial assets. . . . . . . . . .. .. . e 30,091 - -
Deferred tax assets . . . . ..o it 778,610 639,144 442,890
5,322,165 5,875,617 7,700,506
Current assets
INVENLOTIES . . o o oo 25,787,021 24,723,350 34,293,789
Prepayments, trade and other receivables . ... ................ 11,868,354 13,934,151 17,665,954
Contract @SSELS . . . v v v i e e e e e 453,833 500,439 203,146
CONLract COSES . « v v v v e e e e e e e e e e e e 12,275 15,237 91,741
Other financial assets. . . . . . . . . .. i - 19,771 -
Cash and bank deposits, restricted . . ... .......... ... ... .. .. 201,353 42,702 194,085
Cash and bank deposits, unrestricted . . .. ......... ... .. ..... 3,607,776 3,850,098 8,238,516
41,930,612 43,085,748 60,687,231
Total @SSELS . . o v v i 47,252,777 48,961,365 68,387,737
EQUITY
Share capital. . . . ... ... 334,691 334,691 334,691
RESEIVES . . ot 8,033,017 8,859,154 9,264,260
Equity attributable to equity holders of the Company . .. ........... 8,367,708 9,193,845 9,598,951
Perpetual capital instruments. . . .. ... ... ... .. 3,854,289 3,803,647 3,947,539
Non-controlling interests . . ... .. ... ... ...t 2,588,454 3,269,226 8,863,517
Total equity . . . . oo 14,810,451 16,266,718 22,410,007
LIABILITIES
Non-current liabilities
BOITOWINGS. . . o oo 14,039,272 9,491,281 15,015,877
Other payables . . .. ... ... - - 438,287
Deferred tax liabilities . . . ... ... ... ... . 133,288 134,818 366,366
Lease liabilities. . . . . . ... ... . . ... — 71,742 47,674
Other financial liabilities . ... ... ... .. ... . . ... ..... - 25,713 59,846
Other liabilities . . . . .. ... .. 223 — —
14,172,783 9,723,554 15,928,050




Current liabilities
Borrowings. . . .. ... ...
Trade and other payables . .. .............
Contract liabilities. . . .. ................
Deferred revenue. . . .. ... ... ...
Lease liabilities. . . .. ..................
Taxation payable. . .. ..................

Total liabilities. . . . ... ........ .. ... ... ...
Total equity and liabilities . . ... ...........

Net current assets . . ....................

Total assets less current liabilities. . . . . ... ...

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Revenue . .......... ... ... ... ... .. .....
Costofsales. . ......... .. ... . ... .. .....

Gross profit. . .. ... .. ... ... . L.
Other income, other gains and losses . . ........
Fair value changes on investment properties . . . . .
Selling and marketing expenses. . . ...........
Administrative and other expenses. . .. ........
Impairment losses (recognised)/reversed

under expected credit loss model, net of reversal
Finance income. . .. .....................
Finance costs . .. ........... ... .. .......
Share of results of associates. . . .. ...........
Share of results of joint ventures . . ...........

Profit before tax .. ... ... ... ... ... ...
Income tax expense . . . ............ .. ... ..

Profit for the year . . . ... ................
Profit for the year attributable to:

As at 31 December

2018 2019 2020
HK$°000 HK$°000 HK$°000
(Audited) (Audited) (Audited)
1,015,365 7,262,623 4,555,246
10,682,838 10,906,885 12,065,785
6,119,742 4,553,520 12,787,885
5,461 4,064 307,815
- 16,598 30,069
446,137 227,403 302,880
18,269,543 22,971,093 30,049,680
32,442,326 32,694,647 45,977,730
47,252,777 48,961,365 68,387,737
23,661,069 20,114,655 30,637,551
28,983,234 25,990,272 38,338,057

For the year ended 31 December

Equity holders of the Company

Holders of perpetual capital instruments . . . .. ..................

Non-controlling interests

2018 2019 2020
HK$°000 HK$°000 HK$°000
(Audited) (Audited) (Audited)
10,930,824 11,261,431 7,661,646
(7,044,153) (8,588,071) (6,431,192
3,886,671 2,673,360 1,230,454
126,207 103,616 495,945
134,052 107,550 (50,586)
(175,506) (242,035) (255.,866)
(539,148) (567,088) (752,540)
(6,514) 3,832 (14,534)
189,019 221,744 222,799
(137,524) (26,739) (69,471)
(10,531) (3,761) 4,469
(3.310) (10,380) (2.,260)
3,463,416 2,260,099 808,410
(1,716,273) (907.516) (371,070)
1,747,143 1,352,583 437,340
934,964 942,689 112,370
184,362 219,089 220,578
627,817 190,805 104,392
1,747,143 1,352,583 437,340




Other Financial Data

For the year ended 31 December

2018 2019 2020
HK$’000 HK$°000 HK$’000

Adjusted EBITDAY . ... 3,705,226 2,478,779 1,397,578

Adjusted EBITDA margin (in percentages)®. . .. ................ 33.9 22.0 18.2

(1) Adjusted EBITDA is calculated by adjusting profit before tax for the following: revaluation, interest income, finance costs
(including capitalised interest realised in cost of sales), provision for impairment of inventories, provision for/(reversal of)
impairment of accounts receivable and depreciation. Adjusted EBITDA is not a standard measure under HKFRSs. Adjusted
EBITDA is a widely used financial indicator of a company’s ability to service and incur debt. Adjusted 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. In evaluating Adjusted EBITDA, we believe that investors should consider, among other
things, the components of Adjusted EBITDA such as sales and operating expenses and the amount by which Adjusted
EBITDA exceeds capital expenditures and other charges. We have included Adjusted 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. Adjusted EBITDA presented herein may not be comparable to similarly titled measures
presented by other companies. Investors should not compare our Adjusted EBITDA to EBITDA presented by other
companies because not all companies use the same definition. The following table reconciles our profit before tax under
HKFRSs to our definition of Adjusted EBITDA for the periods indicated:

For the year ended 31 December

2018 2019 2020
HK$°000 HK$°000 HK$°000
Profit before tax . ... ... ... . . ... .. 3,463,416 2,260,099 808,410
Adjustment for
Revaluation ... .... ... ... ... (134,052) (107,550) 50,586
Interest inCome . . . .. ..ot i (189,019) (221,744) (222,799)
Finance costs (including capitalised interest realised in cost of
SAlES) .« v 505,896 440,449 412,389
Provision for impairment of inventories . .. .............. 45,284 86,472 299,894
Provision for/(reversal of) impairment of accounts receivable. . . 5,433 (3,711) 9,992
Depreciation . . .. ... ...ttt 8,268 24,764 39,106
Adjusted EBITDA . ... .. ... .. .. ... .. .. .. ....... 3,705,226 2,478,779 1,397,578

(2) Adjusted EBITDA margin is calculated by dividing Adjusted EBITDA by revenue.




RISK FACTORS

An investment in the Bonds is subject to significant risks. You should carefully consider all of the
information in this Offering Circular and, in particular, the risks described below before deciding to
invest in the Bonds. The following describes some of the significant risks that could affect us and the
value of the Bonds. Some risks may be unknown to us and other risks, currently believed to be
immaterial, could be material. All of these could materially and adversely affect our business, financial
condition, results of operations and prospects. The market price of the Bonds could decline due to any
of these risks and you may lose all or part of your investment. This Offering Circular also contains
forward-looking statements that involve risks and uncertainties. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of certain factors,
including the risks described below and elsewhere in this Offering Circular.

RISKS RELATING TO OUR BUSINESS

We are heavily dependent on the performance of the property market in the PRC and Hong Kong,
particularly in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing
region and Pearl River Delta in the PRC and Hong Kong.

Our business and prospects depend on the performance of the PRC property market. Any housing
market downturns in China and Hong Kong generally or in the regions where we have real estate
development projects could adversely affect our business, financial condition and results of operations.
Our current real estate development projects are primarily located in the Pan Bohai Rim, Yangtze River
Delta, Central China, Chengdu-Chongqing region and Pearl River Delta in the PRC and Hong Kong. As
at 31 December 2020, we had land reserves in these regions, including properties under development
and properties held for future development, with an aggregate planned gross floor area (“GFA”) of
approximately 8.5 million sq.m. Because we plan to develop our real estate development projects
primarily in these regions in the foreseeable future, our business is and may continue to be heavily
dependent on the continued growth of the property market in these regions. Any adverse developments
in the supply and demand or in property prices in these areas would have a material adverse effect on
our results of operations and financial condition. Any adverse developments in national and local
economic conditions as measured by such factors as GDP growth (which has slowed down in recent
years, with real GDP growth slowing to 2.3% in 2020 from 10.6% in 2010), employment levels, job
growth, consumer confidence, interest rates and population growth in the PRC and Hong Kong,
particularly in the regions where our projects are located, may reduce demand and depress prices for our
products and services and have a material adverse effect on our business, financial condition and results
of operations. Demand for and prices of properties in the PRC are also directly affected by the
macroeconomic control measures adopted by the PRC government from time to time. In recent years,
the PRC government has taken measures to control inflation and slow the price increases in the property
market. See “— Our business is subject to extensive governmental regulation and, in particular, we are
susceptible to policy changes in the PRC property sector.” Government policies aimed at reducing local
government and corporate debt levels could also reduce liquidity in the economy, which in turn may
affect the property market. Any adverse development in the property market in the PRC generally and,
in particular, in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing region
and Pearl River Delta in the PRC and Hong Kong where we operate or may operate in the future could
have a material and adverse effect on our business, results of operations and financial condition.

Demand for private residential properties in the PRC and Hong Kong, including private residential
properties in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing region and
Pearl River Delta in the PRC and Hong Kong, have experienced rapid growth in the last decade but such
growth is often coupled with volatility in market conditions and fluctuations in property prices. We
cannot assure you that real estate development will continue at past levels or that we will be able to
benefit from the future growth in the property market in these regions and other regions in the PRC
where we plan to develop properties.
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Our business is subject to extensive governmental regulation and, in particular, we are susceptible
to policy changes in the PRC property sector.

Our business is subject to extensive governmental regulation and macro-economic control measures
implemented by the PRC government from time to time. As with other PRC property developers, we
must comply with various requirements mandated by the PRC laws and regulations, including the
policies and procedures established by local authorities designated to implement such laws and
regulations. In particular, the PRC government exerts considerable direct and indirect influence on the
development of the PRC property sector by imposing industry policies and other economic measures,
such as control over the supply of land for property development, control of foreign exchange, property
financing, taxation and foreign investment. Through these policies and measures, the PRC government
may restrict or reduce land available for property development, raise the benchmark interest rates of
commercial banks, place additional limitations on the ability of commercial banks to make loans to
property developers and property purchasers, impose additional taxes and levies on property sales and
restrict foreign investment in the PRC property sector.

In recent years, the PRC government has announced a series of other measures designed to
stabilise the growth of the PRC economy and to stabilise the growth of specific sectors, including the
property market, to a more sustainable level. To support the demand of buyers of property for residential
purposes and to promote the sustainable development of the real estate market, the People’s Bank of
China (the “PBOC”) and the China Banking and Insurance Regulatory Commission ( H7EJ#R1T R
BEMZBE)(the “CBIRC”) jointly issued the Notice on Further Improving Financial Services for
Real Estate Sector ({BAR#E— T MUFFE MRS L/EMZEH)) on 29 September 2014, which
provides that for any family that wishes to use a loan to buy a property for its own residence, the
minimum down payment will be 30% of the property price and the floor loan interest rate will be 70%
of the benchmark lending interest rate, with the specific terms of such loan to be decided by the banking
financial institution that provides the loan based on the risk profile of the borrower. Where a family that
owns a residential property and has paid off its existing mortgage loan applies for a new mortgage loan
to buy another residential property to improve living conditions, the bank may apply the first-time
housing purchase mortgage loan policy. In cities that have lifted housing purchase restrictions on
residents or those that have not imposed such restrictions, when a family that owns two residential
properties or more and has paid off all the existing mortgage loans applies for a new mortgage loan to
buy another residential property, the bank is required to assess the credit profile of the borrower, taking
into consideration the solvency, credit standing of the borrower and other factors, and decide the down
payment ratio and loan interest rate. In view of the local urbanization plan, banks may provide mortgage
loans to non-local residents that meet the conditions required by the related policies. In March 2015, the
PBOC, CBIRC and the Ministry of Housing and Urban-Rural Development (1% A A1 5 3 5 1%
APEFLHEL) (the “MOHURD”) jointly issued a notice to lower the minimum down payment to 40% for
households that own a residential property and have not paid off their existing mortgage loan applying
for a new mortgage loan to purchase another ordinary residential property to improve their living
conditions, and allow the bank to decide at its own discretion the down payment ratio and loan interest
rate taking into consideration the solvency and credit standing of the borrower.

On 1 February 2016, the PBOC and CBIRC jointly issued the Notice on the Adjustment of
Individual Housing Loans Policies (B A5 EAE A\ 5 BB A B R A1) which provides that
in cities where property purchase control measures are not being implemented, the minimum down
payment ratio for a personal housing commercial loan obtained by a household for purchasing its first
ordinary residential property is, in principle, 25% of the property price, which can be adjusted
downward by 5% by local authorities. For existing residential property household owners which have
not fully repaid the previous loan and are obtaining further personal housing commercial loan to
purchase an additional ordinary residential property for the purpose of improving living conditions, the
minimum down payment ratio shall be not less than 30% which is lower than the previous requirement
of not less than 40%. Since August 2014, the local governments of Xiamen, Fuzhou, Hefei and Tianjin
had issued their respective measures to lift the housing purchase restrictions in Xiamen (except for the
restrictions on ordinary commercial housing purchases in Siming District and Huli District in Xiamen),
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Fuzhou, Hefei and Tianjin. However, since September 2016, certain local governments, including
without limitation Shanghai, Xiamen, Fuzhou, Hefei, Tianjin, Nanjing, Suzhou, Wuhan, Jurong,
Yangzhou and Hangzhou, issued new property market control policies, including restoring or
strengthening the restriction on purchases of residential properties and tightening credit policy. From
time to time, local governments may adopt more stringent policies to regulate the property market. For
instance, in May 2017, Shanghai launched a new policy to clamp down on so-called commercial-title
apartments and strengthen the administration of commercial and office projects according to which
approval of all new commercial-title apartment projects will be suspended, the construction and sale of
commercial and office projects will be strictly regulated and the property developer will be required to
rectify the non-compliance before the delivery of the commercial and office projects.

On 13 February 2017, the Asset Management Association of China issued Circular 4 of Regulation
for Registration Management of Private Asset Management Plan by Securities and Future Institutions
(BT 32 (R AR AL B o A A B At B R R PR 26 455> YA AT)) (the ““Circular 47).
Circular 4 provides that any private equity and asset management plan that is adopted to make either
direct or indirect investment into any ordinary residential property project located in certain PRC cities
where the property price rises too fast shall not be filed for a record temporarily. Such cities currently
include 16 major cities in the PRC, such as Shanghai, Hefei, Nanjing, Suzhou, Tianjin, Fuzhou, Wuhan
and Zhengzhou, and the list of such cities may be updated from time to time in the future according to
the relevant regulations of the Ministry of Housing and Urban-Rural Development of the PRC. In
addition, a private equity and asset management plan shall neither be used to finance any real estate
developer by means of bank entrusted loans, trust plans, or usufruct of transferee assets, for the purpose
of paying the price of land grant or supplementing the working capital, nor be used to directly or
indirectly facilitate any violation or illegality of various institutions’ granting of loans for down
payments.

On 1 April 2017, the Ministry of Land and Resources and Ministry of Housing and Urban-Rural
Development issued the Circular of the Ministry of Housing and Urban-Rural Development and the
Ministry of Land and Resources on Tightening the Management and Control over Intermediate
Residential Properties and Land Supply ({{F 55 340 a6 ~ B 1 & R H0RA A i g 2 BA G 55 K A 3t (4L g
EHEAFAE AR T/ERZEXT)). To maintain a housing supply-demand balance, cities facing serious
demand over supply and overheating market shall increase the supply of housing land, especially for
ordinary commercial houses; and cities with excessive housing supply shall reduce or suspend the land
supply for housing. All the local governments shall build an inspection system to monitor the source of
funds for land acquisition to ensure that the real estate developers use their own legal funds to purchase
lands. These measures reduced the transaction volumes in certain major cities in the PRC in the second
quarter of 2017.

On 19 May 2018, the Ministry of Housing and Urban-Rural Development issued the Notice on
Further Regulating and Controlling the Real Estate Market (K[ #E— 25 it F5 3t 2 i 558 12 TAE A A
RIEERIZA A ), which provided that local authorities shall targeted to enhance the effective supply of
housing and land, increase the proportion of medium-and-low-priced and medium-and-small-sized
ordinary commercial housing in the newly-built commercial housing, and improve the methods of
supplying the land of commercial housing. Particularly, major cities shall increase the proportion of
residential land, and the proportion of residential land to urban construction land is suggested not to be
lower than 25%. The supply of rental housing land and joint-property housing land shall be enhanced
and the supply of public rental housing land shall be guaranteed. The proportion of public rental housing
land, rental housing land and joint-property housing land in the new residential land is targeted to reach
or exceed 50% in three to five years. In addition, those cities shall promote the diversification of land
supply entities. The state-owned land whose use right is obtained by non-real-estate enterprises legally
may be used as rental housing land if its ownership remains unchanged and its use is in line with the
overall land use planning and the urban and rural planning.
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More recently, in late August 2020, the MOHURD and the PBOC held a meeting with the key real
estate enterprises to implement a long-term mechanism for regulation of the real estate market. The
MOHURD and the PBOC then introduced several capital and financing management rules, commonly
known as the “three red lines”, to regulate the real estate market, requiring some real estate enterprises
to maintain (i) a debt-to-asset ratio of no greater than 70% after exclusion of the deposits received; (ii) a
net debt ratio of no greater than 100%; and (iii) a cash to short-term debt ratio of no less than one. We
cannot assure you that we will be successful in adapting our operations to the “three red line” policy,
and such policy may disrupt our business prospects, or causes us to incur additional costs, and our
business, prospects, financial condition and results of operations may be materially and adversely
affected.

Many of the property industry policies carried out by the PRC government are unprecedented and
are expected to be amended and revised over time. Other political, economic and social factors may also
lead to further adjustments and changes in such policies. We cannot assure you that the PRC
government will not adopt additional and more stringent industry policies, regulations and measures in
the future nor can we assure you when or whether the existing policies will be ceased or reversed. If we
fail to adapt our operations to new policies, regulations and measures that may come into effect from
time to time with respect to the real estate industry, or if such policy changes disrupt our business,
reduce our sales or average selling prices, or cause us to incur additional costs, our business prospects,
results of operations and financial condition may be materially and adversely affected.

You should read the various risk factors under the section entitled “— Risks Relating to the PRC
Real Estate Industry — We are subject to regulations implemented by the PRC government, which may
adopt further measures intended to curtail the overheating of the property market in China or adopt
further measures to tighten restrictions on PRC property developers” below for more information
relating to these risks and uncertainties.

We are exposed to economic and real estate market conditions and political and regulatory
changes in Hong Kong.

We are also engaged in the development of residential property projects in Hong Kong for sale.
We have been developing the residential site in Yau Tong, Hong Kong since the fourth quarter of 2017
and the project, Montego Bay, is expected to be completed in the first quarter of 2023. In addition, we
own office and retail space for leasing in Hong Kong. As a result, the general state of the Hong Kong
economy, the interest rate environment and the political and regulatory situation in Hong Kong have a
significant impact on our operating results and financial condition. Any disruption to Hong Kong’s
economy, such as an increase in interest rates, periods of significant inflation or deflation, political
unrest events such as the 1997 Asian financial crisis, outbreaks of severe acute respiratory syndrome,
the “Avian Influenza A”/H5N1 virus, the influenza A/HIN1 virus, the COVID-19 pandemic, the global
financial crisis, the Eurozone debt crisis, the economic slowdown in the PRC, the potential interest rate
increases in the United States and the volatility of the global equity markets, including the United
States, Europe, the PRC and Hong Kong, and the exchange rate of Renminbi against the U.S. dollar may
have an adverse impact on our business prospects, results of operations and financial condition. If there
is any renewed economic downturn or slowdown in global economic recovery or if the market
volatilities persist, there can be no assurance that the Hong Kong economy or our business prospects,
results of operations, financial condition will not be adversely affected.

In addition, the government of the Hong Kong Special Administrative Region (the “Hong Kong
Government”) may introduce cooling measures on the Hong Kong property market from time to time,
which may have a significant impact on the supply and demand in the property market. For example, on
26 October 2012 the financial secretary of the Hong Kong Government announced that the Stamp Duty
Ordinance would be amended to adjust the rates and to extend the holding period in respect of the
Special Stamp Duty (“SSD”) imposed by the Stamp Duty (Amendment) Ordinance 2011. Under the
adjusted regime, any residential property acquired on or after 27 October 2012, either by an individual
or a company (regardless of where it is incorporated), and resold within 36 months, will be subject to
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the new rates of SSD upon the enactment of the relevant legislation. The financial secretary also
announced on 26 October 2012 that a Buyer’s Stamp Duty (“BSD”) would be introduced with effect
from 27 October 2012 on residential properties acquired by any person (including a company
incorporated) except a Hong Kong permanent resident. BSD is to be charged at a flat rate of 15 per
cent. on all residential properties, on top of the existing stamp duty and the SSD, if applicable. On 4
November 2016, the Hong Kong Government announced further cooling measures in the form of an
increase to stamp duty payable on property transactions to 15 per cent., effective from 5 November 2016
and applying to all residential property acquisitions by individuals or companies with the exception of
first time home buyers who are Hong Kong permanent residents. The new 15 per cent. rate replaces the
maximum 8.5 per cent. double ad valorem stamp duty on non-first time home purchases by Hong Kong
permanent residents that had been in place since February 2013. As the introduction of these measures
are subject to policy changes reflecting domestic political or economic circumstances, there is no
assurance that the Hong Kong Government will not introduce further measures in the future that may
have a significant impact on the property market, which may in turn affect our operating results and
financial conditions.

Historically, Hong Kong property values have been volatile as property values are affected by the
supply of, and the demand for, comparable properties, and the amount of new land made available by
the Hong Kong Government as well as political and economic developments in the PRC, among other
factors. In addition, as leases of Hong Kong commercial properties are usually for a short duration
compared to longer terms typical in the United States and other such markets, our rental income from
property experiences more frequent adjustment than would be the case in other real estate markets.
Furthermore, rental levels in Hong Kong are subject to fluctuations in supply and demand, including as
a result of competition from the new supply of properties. Any decline in property values or rental
yields could have an adverse effect on our business, financial condition or results of operations.

We may not be able to obtain a sufficient number of sites or retain sites at commercially suitable
prices for real estate development projects.

We derive the majority of our revenue from the sale of properties that we have developed. This
revenue stream is dependent on our ability to complete and sell our real estate developments. To
maintain or grow our business in the future, we will be required to replenish our land reserve with
suitable sites for developments. Our ability to identify and acquire a sufficient number of suitable sites
is subject to a number of factors that are beyond our control.

The PRC government controls substantially all of the country’s land supply and regulates the
means by which real estate developers, including us, obtain land sites for developments. As a result, the
PRC government’s land supply policies affect our ability to acquire land use rights for sites we identify
and the costs of any acquisition. In April 2002, the PRC government introduced regulations to require
government departments and agencies to grant state-owned land use rights for residential and/or
commercial real estate development by public tender, auction or listing-for-sale. We are required to go
through these processes before we can acquire the land use rights to desirable sites from the
government. Although these regulations do not prevent privately held land use rights from being traded
in the secondary market, the PRC government’s policy to grant state-owned land use rights at
competitive market prices has resulted in heightened cost of land reserves generally in the PRC.
Additionally, the PRC government controls land supply through zoning, land usage regulations and
other means. In recent years, the PRC government has adopted a number of initiatives to control the
growth of China’s high-end residential property sector and to promote the development of more
affordable housing. For example, an announcement stated that land supply priority shall be given to
ordinary commodity houses at middle to low prices and of medium to small sizes (including affordable
housing), and pursuant to the “Catalogue of Restricted Use of Land (2012 Version)” (FRIF#IIEH H
#£(20124E4) ) issued by the Ministry of Land and Resources (the “MLR”) and the National
Development and Reform Commission on 23 May 2012, the area of a parcel of land granted for
commodity housing development shall not exceed seven hectares in small cities and towns, 14 hectares
in medium-sized cities or 20 hectares in large cities. All these measures further intensify the competition
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for land in China among real estate developers. These policy initiatives and other measures adopted by
the PRC government from time to time may lead to a reduction in land supply and limit our ability to
acquire suitable land for our development or increase land acquisition cost significantly. If we fail to
acquire sufficient land reserves in a timely manner and at reasonable prices, or at all, our business and
prospects, results of operations and financial condition may be materially and adversely affected.

We may require significant capital resources to fund land acquisitions and real estate development
projects.

The real estate development business is capital intensive. Our ability to secure sufficient financing
for land acquisition and our real estate development projects depends on a number of factors that are
beyond our control, including market conditions in debt and equity capital markets, investors’ perception
of our securities, lenders’ perception of our creditworthiness, the PRC, Hong Kong and global economy
and pandemic situation, and PRC regulations that affect the availability and finance costs for real estate
companies.

Any deterioration in these factors, such as that which has occurred in the global credit and
financial markets in 2008, may make it difficult for the Group to access financial markets and make it
more difficult or expensive to obtain funding in the future. This may have a material adverse effect on
the Group’s cash flow position, financial condition and business plans. The Group may also be subject
to solvency risks of its banks and of its counterparties in its financial investments and arrangements.

Particularly, various PRC regulations restrict our ability to raise capital through external financing
and other methods, including, without limitation, the following:

. pre-sale proceeds may only be used to fund the property development costs of the relevant
projects to which they relate;

. we cannot pre-sell uncompleted units in a project prior to achieving certain development
milestones;
. PRC banks are prohibited from extending loans to real estate companies for the purposes of

funding the payment of land premium,;

. we cannot borrow from a PRC bank for a particular project (i) for supportive residential
development projects or common residential development projects, the property developer’s
available internal funds are less than 20% of the total estimated capital required, or (ii) for
other development projects, the property developer’s available internal funds are less than
25% of the total estimated capital required;

. we cannot borrow from a PRC bank for a particular project unless we first obtain the land
use right certificate, construction land planning permit, construction works planning permit
and construction permit for that project;

. PRC banks are restricted from granting loans for the development of luxury residential
properties;
. property developers are prohibited from using the proceeds from a loan obtained from a local

bank to fund property developments outside the region where that bank is located, subject to
certain exceptions;

. PRC banks are restricted from granting revolving credit facilities to property developers that
hold idle land and a large amount of vacant commodity properties;

. PRC banks are prohibited from accepting properties that have been vacant for more than
three years as collateral for loans;
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in November 2009, the PRC government raised the minimum down payment of land premium
to 50% and required the land premium to be fully paid within one year after the signing of a
land grant contract, subject to limited exceptions;

in March 2010, the Ministry of Land and Resources stipulated that the minimum down
payment of land premium of 50% must be paid within one month after the signing of a land
grant contract and the rest of the land premium must be fully paid within one year after the
signing of a land grant contract;

on 29 September 2010, the PBOC and CBIRC promulgated the “Notice on Relevant Issues
Regarding the Improvement of Differential Mortgage Loan Policies” (Yin Fa [2010] No. 275)
(KB e & 2 BB 5 E R BGRA B R @A) (8R9£[2010]1275598) ), which provides that
all property companies with records of having idle land, changing the land use purpose and
nature, delaying the project commencement or completion time and hoarding properties or
other acts of noncompliance with applicable laws or regulations shall be restricted from
obtaining bank loans or credit facilities for new projects;

on 26 February 2013, the State Council issued the “Circular on Continuing the Regulation of
Real Estate Market” (Guo Ban Fa [2013] No. 17)(BAFAAE & ffdr 5= 1 & T 35 R 2 T/ 3@
H1) (BI#E#£[2013]11758) ), pursuant to which, with regard to any real estate development
enterprises that violate laws and regulations such as having idle land, driving up land prices,
hoarding properties for speculation and driving up prices of houses, the relevant departments
shall establish cooperative mechanisms, and investigate and impose appropriate penalties
more strictly. Moreover, the banking financial institutions shall not offer loans to such
enterprises for their new projects, the securities regulatory departments shall suspend the
approval of the listing, refinancing and restructuring of such enterprises, and the banking
regulatory departments shall not allow such enterprises to obtain financing through trust
plans;

on 13 February 2017, the Asset Management Association of China issued the Circular 4,
which provides that where securities and futures institutions are to establish private asset
management plans, and make investment in common residential real estate projects located in
cities where property prices are soaring, such plans shall not be registered. Private asset
management plans may not finance real estate developers through, among others, entrusted
loan, trust plan and transfer of the right to earnings (the beneficiary right) of assets for
paying land acquisition price or replenishing working capital; and not directly or indirectly
facilitate any violation or illegality, such as granting loans used as down payments;

on 7 April 2017, the CBIRC issued the “Guiding Opinions of the China Banking Regulatory
Commission on Risk Prevention and Control for the Banking Sector” (7[R & & B iR 8R1T
R bEPTE TENiEE R R (R E%£[2017165%) ), which requires that all banks and other
financial institutions acting in concert should insist on category-based regulation and the
implementation of city-based policy, and prevent risks in the real estate field;

on 12 January 2018, the CBIRC issued the “Key Work Points on Rectify Chaos in the
Banking Industry in 2018 ({20184EEIRIRTTE T HEL R LIFZES)), which states that the
CBIRC has decided to further sort out the chaos in the banking industry, including violation
of policies of the real estate industry, such as the policy that an institution not provide,
directly or indirectly, different kinds of on-balance-sheet and off-balance-sheet financing
services, or provide support or channels with its own credit, for real estate enterprises to
cover the land purchase expenses; and

more recently, there were reports that the PRC government may start to restrict financing

available to property developers by reference to leverage ratios such as liabilities to assets
ratio, net gearing ratio and cash to short-term borrowings ratio. In August 2020, the PBOC
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and the Ministry of Housing and Urban-Rural Development jointly held a meeting in which
the government authorities emphasized the importance of market-oriented, regular and
transparent financing rules applicable to real estate developers in cultivating sustainable,
stable and healthy development of the real estate market. Despite the changes, the
requirement of obtaining approval at the relevant level of the Ministry of Commerce
remains. The PRC government’s restrictive regulations and measures could increase our
operating costs in adapting to these regulations and measures, limit our access to capital
resources or even restrict our business operations. We cannot be certain that the PRC
government will not issue additional and more stringent regulations or measures or require
the real estate developers to deleverage, which could further adversely affect our business
and prospects.

Effective from 1 January 2021, PRC financial institutions (excluding their overseas branches) are
required to limit the amount of real estate loans and personal housing mortgage loans they lend to the
proportions determined by the PBOC and the CBIRC calculated based on the total amount of RMB
loans extended by such financial institution. A relevant financial institution will have a transition period
of two years or four years to comply with the requirements depending on whether such financial
institution exceeded 2.0% of the legal proportion based on the statistical data relating to such bank as of
31 December 2020. Under the notice, the PBOC and CBIRC will have the authority to take measures
such as, among other things, imposing additional capital requirements on and reallocating the weight
adjustments relating to the risk of real estate assets for financial institutions that fail to rectify the
proportion requirements within a certain period.

In addition, the PRC government introduced other measures, such as changes to commercial bank
reserve requirements and lending sector restrictions, that may adversely affect our access to capital and
financing.

We cannot assure you that we will have adequate resources to fund property developments such as
land acquisitions (including any unpaid land premiums for past acquisitions). We cannot assure you that
the PRC government will not introduce other initiatives which may limit our access to capital resources.
The foregoing and other initiatives introduced by the PRC government may limit our flexibility and
ability to use bank loans or other forms of financing to finance our property developments and therefore
may require us to maintain a relatively high level of internally sourced cash. Failure to obtain adequate
funding at a commercially reasonable cost may limit our ability to acquire new land reserves, commence
new projects or continue the development of existing projects. Such failure may also increase our
finance costs and have a material adverse effect on our business, prospects, financial conditions and
results of operations.

We cannot assure you that we will be able to obtain bank loans or renew existing credit facilities
granted by financial institutions in the future on reasonable terms or at all or that any fluctuation in the
interest rate will not affect our ability to fund our property developments.

We have substantial indebtedness and may incur additional indebtedness. We are subject to
refinancing risks associated with our existing indebtedness, which would affect the ability of the
Issuer and us to satisfy the obligations under the Bonds, the Guarantee and other debts.

We now have, and will continue to have after the offering of the Bonds, a substantial amount of
indebtedness. Our total borrowings, including both current and non-current borrowings, as at 31
December 2018, 2019 and 2020, were HK$15,055 million, HK$16,754 million and HK$19,571 million,
respectively. Our substantial indebtedness could have important consequences to you.
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For example, it could:

. limit the ability of the Issuer and us to satisfy the obligations under the Bonds, the Guarantee
and other debts in the event we are unable to refinance all or a portion of our debt on or
before maturity;

. increase our vulnerability to adverse general economic and industry conditions;

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

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

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

. increase the cost of additional financing.

Some of our borrowings are linked to the benchmark lending rates published by the PBOC. The
PBOC from time to time adjusts the benchmark lending rates. For example, the PBOC increased the
benchmark one-year lending rate from 5.56% on 20 October 2010 to 6.56% on 7 July 2011 and
decreased it to 6.31% on 8 June 2012, to 6.00% on 6 July 2012. The PBOC decreased the benchmark
one-year lending rate five times in 2015 and once in 2016. The benchmark one-year bank lending rates
published by the PBOC as at December 31, 2018, 2019 and 2020 were 4.35%, 4.15% and 3.85%,
respectively. In addition, in August 2019, pursuant to the Announcement [2019] No.15 of the People’s
Bank of China on the Reform and Improvement of the Formation Mechanism of Loan Prime Rate (LPR)
((HEIARBITAE 2019151558 - SRS BRI G MEN R LPR)FEMMEHIF A %)), the PBOC
decided to reform and improve the formation mechanism of loan prime rate (“LPR”) and provided that
the banks shall mainly refer to the LPR for interest rates pricing in newly issued loans and adopt the
LPR as the pricing benchmark in floating rate loan contracts. Any increases in benchmark lending rates
and/or LPR will increase the interest costs for our property developments.

As at the date of this Offering Circular, the benchmark one-year lending rate is 3.85%. The PBOC
may raise the benchmark lending rate again in the future in order to control the growth rate of the
Chinese economy or for other policy objectives. Certain other borrowings are linked to the Hong Kong
Interbank Offer Rate (HIBOR). Any increases in interest rates on our borrowings, including as a result
of interest rate increases by the PBOC or an increase in HIBOR, may have a material adverse effect on
our financial condition and results of operations.

We are subject to refinancing risks with respect to our existing indebtedness, in particular, our
short-term borrowings due within one year. Our ability to refinance our short-term borrowings may be
materially and adversely affected if, for example, our contracted sales fail to grow as expected or we are
unable to negotiate new bank loans on favourable terms or at all. In addition, certain of our loan
agreements contain, and any future loan agreements may contain, restrictive covenants that impose
significant operating and financial restrictions on us. These include restrictions on our ability to adjust
our corporate structure, change to the nature of our business, enter into merger agreements, and dispose
of our assets, among other things. We may also be required to maintain and satisfy certain financial
ratios and other financial covenants, and there can be no assurance that we will always be able to meet
these ratios or comply with such covenants in the future.

If we are unable to refinance any of our existing debt, it could materially and adversely affect the

ability of the Issuer and us to satisfy the obligations under the Bonds, the Guarantee and other debt.
While we did not experience any material difficulties in refinancing our debt for the years ended 31
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December 2018, 2019 and 2020, we may not be able to renew our current credit facilities or obtain
sufficient funding to develop future projects or meet other capital needs when required at a
commercially reasonable cost or at all. Failure to obtain adequate funding at a commercially reasonable
cost may limit our ability to begin new projects or to continue the development of existing projects and
increase our financing costs.

We may not be successful in expanding into new cities that we target or in exploring new markets.

We started our real estate development business in Zhuhai, Guangdong Province. Leveraging our
experience in Zhuhai, we have gradually expanded our operations into 16 cities in the Pan Bohai Rim,
Yangtze River Delta, Central China, Chengdu Chongqing region and Pearl River Delta, including
Beijing, Yingkou, Langfang, Tianjin, Nanjing, Changsha, Xiangtan, Wuhan, Chengdu, Taian, Xining,
Huizhou, Foshan, Guangzhou, Shenzhen and Hong Kong. In addition, our specialised construction
business is based in Hong Kong. When opportunities arise, we expect to continue to expand our
operations both within and outside these regions. We intend to expand our real estate development
business into other cities of these regions. We also continue to broaden our perspectives to explore other
means of expanding the land bank and continue to increase overseas business development. These new
markets may differ from our existing markets in terms of level of economic development, topography,
culture, regulatory practices, level of familiarity with contractors and business practices and customs,
and customer tastes, behaviour and preferences. In addition, when we enter into new markets, we will
likely compete with developers who have an established local presence, are more familiar with local
regulatory and business practices and have stronger relationships with local contractors, all of which
may give them a competitive advantage over us. We cannot assure you that we will be able to enter into
or operate in new markets successfully. Further, our expansion and the need to integrate operations
arising from our expansion particularly into other fast-growing cities in the PRC, may place a significant
strain on our managerial, operational and financial resources and further contribute to an increase in our
financing requirements.

We may be adversely affected by locations in the global economy and financial markets.

The global economic slowdown and turmoil in the global financial markets that started in the
second half of 2008 and the COVID-19 epidemic that started at the end of 2019 have had negative
impacts on the global economy, which in turn has affected the PRC real estate industry and many other
industries.

Since the financial downturn, in response to the adverse conditions in the financial markets and the
global economy, many countries, including the PRC, implemented fiscal measures and other stimulus
packages targeted at reducing the adverse impact of the global economic crisis and reviving their
economies. However, the outlook for the world economy and financial markets remains uncertain. In
Europe, several countries are facing difficulties in refinancing sovereign debt. The Eurozone debt crisis
remains a concern to the health of the global financial system. The transition period for the exit of the
United Kingdom from the European Union (“Brexit*) officially commenced on 31 January 2020 and
ended on 31 December 2020. The potential impact of Brexit on the economic conditions in the United
Kingdom, the European Union and global markets remains unclear. Since July 2018, the United States
imposed certain duties on certain Chinese goods, which was in turn met with retaliatory tariffs on the
United States goods imposed by the PRC. In October 2020, both countries continued to impose further
tariffs and other export restrictions and an agreement between them on trade appears increasingly
remote. In Asia and other emerging markets, some countries are expecting increasing inflationary
pressure as a consequence of liberal monetary policy or excessive foreign fund inflow, or both. In the
Middle East, political unrest in various countries has resulted in economic instability and uncertainty.
China’s economic growth may slow down due to weakened exports.

These and other issues resulting from the global economic slowdown and financial market turmoil

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

We face significant property development risks before we realize any benefit from a development.

Property developments typically require substantial capital outlay during the construction period
and may take months or years before positive cash flows can be generated by pre-sales or sales of
completed property developments, if at all. The time and costs required in completing a property
development may be subject to substantial increases due to many factors, including shortages of
materials, equipment, technical skills and labour, adverse weather conditions, natural disasters, labour
disputes, disputes with contractors, accidents, changes in government priorities and policies, changes in
market conditions, delays in obtaining the requisite licenses, permits and approvals from the relevant
authorities and other unforeseeable problems and circumstances. Any of these factors may lead to delays
in, or prevent, the completion of a property development and result in costs substantially exceeding
those originally budgeted for. Furthermore, any failure to complete a property development according to
its original specifications or schedule may give rise to potential liabilities and, as a result, our return on
investments may be lower than originally expected. In addition, any decreases in property prices or
adverse developments in the property market after the acquisition of a parcel of land and prior to pre-
sales or sales of completed property developments on such land could also have an adverse impact on
our business, financial condition and results of operations.

Our results of operations may be materially and adversely affected if we fail to obtain, or there are
material delays in obtaining, requisite governmental approvals for our real estate development
projects.

The PRC property market is heavily regulated by the PRC government. PRC real estate developers
must comply with various requirements mandated by laws and regulations, including the policies and
procedures established by local authorities designed for the implementation of such laws and
regulations. In order to develop and complete a real estate development project, we must obtain various
permits, licenses, certificates and other approvals from the relevant administrative authorities at various
stages of the real estate development process, including without limitation environmental impact
assessment approvals, project proposal approvals or filings, land use right certificates, planning permits,
construction permits, pre-sale permits and certificates or confirmation of completion and acceptance.
Each approval is dependent on the satisfaction of certain conditions. There can be no assurance that we
will not encounter major problems in fulfilling the conditions precedent to the approvals, or that we will
be able to adapt ourselves to new laws, regulations or policies that may come into effect from time to
time with respect to the property market in general or the particular processes with respect to the
granting of the approvals. There may also be delays on the part of the administrative bodies in
reviewing our applications and granting approvals. While we did not experience any material delays in
obtaining such approvals for the years ended 31 December 2018, 2019 and 2020, if we fail to obtain, or
experience material delays in obtaining, requisite governmental approvals for our real estate
developments in the future, our business, financial condition and results of operations may be materially
and adversely affected.

The land use rights in respect of our land reserves will not be formally vested in us until we have
received the relevant formal land use right certificates.

Under current PRC land grant policies, the relevant authorities generally will not issue the formal
land use right certificates until the developer has (i) paid the land premium, taxes and transaction fees in
full, (ii) completed the resettlement process and (iii) is in compliance with other land grant conditions.
We have obtained formal land use right for all our properties under development. Under current land
grant policies, we are allowed to commence our development of these properties as soon as we have
signed the land grant contracts or registered the land use rights transfer agreements, as the case may be,
with the relevant authorities and obtained other required approvals and permits. However, the land use
rights in respect of these properties and the land that we may acquire in the future will not be formally
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vested in us until we have received the corresponding formal land use right certificates. While we did
not experience any material delays in obtaining land use right certificates for our projects in the years
ended 31 December 2018, 2019 and 2020, if we fail to obtain the land use right certificates with respect
to these parcels of land in a timely manner, or at all, our business, prospects, financial condition and
results of operations may be materially and adversely affected.

We face a number of operational risks associated with the development of properties. Our
properties may not be completed according to planned schedules or be completed at all and may
not generate the levels of expected revenue or contemplated investment returns.

There are a number of financing, operating and other risks associated with real estate
developments. Projects undertaken by us typically require substantial capital expenditures during the
construction phase and usually take many months, sometimes years, before cash proceeds are generated.
The time taken and the costs involved in completing construction can be adversely affected by many
factors, including shortages of construction materials, equipment or labour, adverse weather conditions,
natural disasters, labour disputes, disputes with subcontractors, accidents and other unforeseen
circumstances. Any of these circumstances could give rise to construction delays and/or cost overruns.

Construction delays may result in the loss of revenues. Since we outsource most of our
construction work to third-party contractors, we rely on our contractors to complete our projects
according to the agreed completion schedules and do not exercise any direct control over material
sourcing or the construction schedule of our projects. Under our pre-sale contracts, we are liable to
purchasers for default payments if we fail to deliver the completed properties in accordance with the
delivery schedule in these contracts, and in the case of a prolonged delay, the purchasers will be entitled
to terminate the pre-sale contracts and require a refund of the purchase price in addition to the default
payments. See
property ownership certificates in a timely manner.” In addition, the failure to complete construction
according to its specifications may result in liabilities, reduced efficiency and lower financial returns.
While for the years ended 31 December 2018, 2019 and 2020, we did not experience any material
problems in completing our projects on time and in accordance with their specifications, we cannot
assure you that we will be able to do so successfully in the future, or at all, and generate satisfactory
returns.

— We may be liable to our customers for damages if we do not deliver individual

We are subject to legal and business risks if we fail to obtain formal qualification certificates.

Developers in the PRC must obtain a formal qualification certificate in order to carry out real
estate development business in the PRC. According to the Provisions on Administration of Qualification
of Real Estate Developers ({5l B 35 R 2E & EHEHHE)), newly established developers must first
apply for a temporary qualification certificate, which can be renewed for a maximum of two additional
one-year periods, by which time a formal qualification certificate must have been issued. Real estate
developers in the PRC are required to provide a valid qualification certificate when they apply for a pre-
sale permit. If the newly established real estate developer fails to commence a development project
within the one-year period when the provisional qualification certificate is in effect, it will not be
allowed to extend its provisional qualification certificate. Experienced real estate developers must also
apply for renewal of their qualification certificates once every two to three years in most cities, subject
to an annual verification by relevant governmental authorities.

It is mandatory under the PRC government regulations that developers fulfil statutory requirements
before obtaining or renewing their qualification certificates. In reviewing an application to renew a
qualification certificate, the local authorities take into account a developer’s registered capital, real estate
development investments, history of real estate development and quality of property construction, as
well as the expertise of the developer’s management and whether the developer has any illegal or
inappropriate operations. The local authorities generally grant the developers who conduct real estate
development exceeding the qualification grade a grace period to rectify their non-compliance subject to
a penalty of between RMB50,000 and RMB100,000 per renewal. Failure to satisfy the qualification
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requirements within the specified time frame could result in rejection of the application for renewal of
the qualification certificate and revocation of the developer’s business license. Each of our project
companies renews its qualification certificate annually with the assistance of our headquarters.

While we did not experience any material difficulties in renewing or extending our qualification
certificates for the years ended 31 December 2018, 2019 and 2020, we cannot assure you that each of
the qualification certificates of our operating project companies will be renewed or extended within the
required time frame in the future or that each of our newly established project companies and non-real
estate development related subsidiaries will be able to obtain a valid qualification certificate in a timely
manner, or at all. For example, as at the date of this Offering Circular, several of our operating project
companies are in the process of renewing their qualification certificates. In addition, several of our
subsidiary companies with new projects for future development are in the process of applying for
qualification certificates. If any of our project companies is unable to obtain or renew their qualification
certificates, as applicable, they will not be permitted to engage in or continue its businesses, which
could have a material adverse effect on our business and financial condition.

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

Under the PRC laws, real estate developers are required to deliver to purchasers the relevant
individual property ownership certificates within 90 days after delivery of the property or within a time
frame set out in the relevant sale agreement. Real estate developers, including us, generally elect to
specify a deadline for the delivery of the individual property ownership certificates in the sale
agreements to allow sufficient time for the application and approval processes.

Under current regulations, we are required to submit the requisite governmental approvals in
connection with our real estate developments, including land use rights documents and planning and
construction permits, to the local bureau of land resources and housing administration within three
months after the receipt of the completion and acceptance certificate for the relevant properties and
apply for the general property ownership certificate in respect of these properties. We are then required
to submit, within a stipulated period after delivery of the properties, the relevant property sale
agreements, identification documents of the purchasers, proof of payment of deed tax, together with the
general property ownership certificate, for the bureau’s review and the issuance of the individual
property ownership certificates in respect of the properties purchased by the purchasers. Delays by the
various administrative authorities in reviewing the application and granting approval and certain other
factors may affect timely delivery of the general and individual property ownership certificates.
Therefore, we may not be able to deliver individual property ownership certificates to purchasers on
time as a result of delays in the administrative approval processes or for any other reason beyond our
control, which may result in us having to pay default payments and, in the case of a prolonged delay,
the purchaser terminating the sale agreement. If we become liable to a significant number of purchasers
for late delivery of the individual property ownership certificates, our business, financial condition and
results of operations may be materially and adversely affected.

No material claims were brought against us by any purchasers for late application of the individual
property ownership certificates on behalf of our customers in the years ended 31 December 2018, 2019
and 2020. However, we cannot assure you that we will not become liable to purchasers in the future for
the late application of the individual property ownership certificates on behalf of our customers due to
our own fault or for any other reasons beyond our control.

We have experienced periods of net cash outflow from operating activities in the past.

Due to the nature of the real estate development business, we may from time to time experience
net operating cash outflow when imbalances occur between the timing of our cash inflows relating to the
pre-sale of properties and our cash outflows relating to the construction of properties and the purchases
of land. For example, we had net cash used in operating activities in the year ended 31 December 2020
in the amount of approximately HK$2,312.3 million, which was primarily due to an increase in
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prepayment, trade and other receivables. We cannot assure you that we will not experience periods of
net operating cash outflow in the future. If we continue to have net operating cash outflow in the future,
our financial condition may be materially and adversely affected.

We rely on contractors to provide us with various services.

We engage third-party contractors to provide us with various services in connection with our real
estate development including construction, piling and foundation, building and property fitting-out work,
interior decoration, installation of air-conditioning units and elevators and gardening and landscaping
works. We cannot assure you of the availability of qualified contractors in the market at the time of our
intended outsourcing, nor can we assure you that the services rendered by our contractors will always be
satisfactory or meet our quality requirements. While we endeavour to monitor the quality of our
contractors’ work, we cannot assure you that such issues will not arise in the future or that our business,
results of operation, financial condition and reputation will not be materially and adversely affected as a
result. We are also exposed to the risk that a contractor may require additional capital in excess of the
price originally tendered to complete a project and we may have to bear such additional amounts in
order to provide them with sufficient incentives to complete our projects. Furthermore, there is a risk
that major contractors may experience financial or other difficulties which may affect their ability to
carry out construction works, thus delaying the completion of our development projects or resulting in
additional costs for us. Although none of these factors had a material adverse effect on us for the years
ended 31 December 2018, 2019 and 2020, the occurrence of any of them in the future could materially
and adversely affect our business, reputation, financial condition and results of operations.

We may not be able to complete our real estate development projects on time or at all.

Real estate development projects require substantial capital expenditure prior to and during the
construction period. The timing and costs involved in completing a real estate development project can
be adversely affected by many factors, including:

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

. state, provincial or local government regulations;

. relocation of existing site occupants and/or demolishment of existing structures;

. shortages of materials, equipment, contractors and skilled labour;

. increases in prices of raw materials;

. quality issues with construction materials;

. labour disputes;

. construction accidents;

. delays in remitting offshore funds to the PRC;

. natural catastrophes; and

. adverse weather conditions.

Construction delays or the failure to complete the construction of a project according to its planned
specifications, schedule or budget as a result of the above factors may result in harm to our reputation,

loss of or delay in recognizing revenues and lower returns. If a pre-sold property development is not
completed on time, the purchasers of pre-sold units may be entitled to compensation for late delivery. If
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the delay extends beyond a certain period, the purchasers may even be entitled to terminate the pre-sale
agreements and claim damages. As at the date of this Offering Circular, we have not encountered any
significant construction delays or failure to complete the construction of a project on time. However, we
cannot assure you that we will not experience any significant delays in completion or delivery in the
future or that we will not be subject to any liabilities for any such delays.

In addition, further regulatory changes, competition, and inability to procure governmental
approvals or required changes in project development practice could occur at any stage of the planning
and development process. We may not be able to complete projects that we are currently developing or
plan to develop and we may find ourselves liable to purchasers of pre-sold units for losses suffered by
them.

The terms on which residential mortgages are available in China may affect our sales.

A vast majority of our property purchasers rely on mortgages to fund their purchases. Fluctuations
in interest rates may significantly increase the cost of mortgage financing of properties. Increases in
interest rates will increase the cost to our customers of funding property purchases through mortgages.
The PBOC increased the benchmark one-year lending rate two times in 2010 and three times in 2011. In
2012, the PBOC decreased the one-year lending rate twice. In 2014, the PBOC decreased the benchmark
one-year lending rate once. The PBOC decreased the benchmark one-year lending rate five times in
2015 and once in 2016. The benchmark one-year bank lending rates published by the PBOC as at 31
December 2018, 2019 and 2020 were 4.35%, 4.15% and 3.85%, respectively. Since July 2013, the
PBOC ceased regulating the benchmark lending rate, allowing commercial banks to adopt differentiated
lending rates. The PBOC from time to time adjusts the benchmark lending rates, and starting from
August 2019, the PBOC has introduced the LPR and commercial banks had since then adopted the LPR
as the pricing benchmark in floating rate loan contracts.

As at the date of this Offering Circular, the benchmark one-year lending rate is 3.85%.
Fluctuations in interest rates will increase the cost of mortgage financing for our potential customers,
and as a result, we may experience lower demand for our properties. Any further increases in the
benchmark lending rates and/or the LPR will adversely affect the affordability and attractiveness of
mortgage financing to potential purchasers of our properties. Our cost of borrowing would also increase
as a result of interest rate and/or the LPR increase, which would, in turn, adversely affect our results of
operations.

In addition, the PRC government and commercial banks may also increase down payment
requirements, impose other conditions or otherwise change the regulatory framework or lending policies
in a manner that would make mortgage financing unavailable or unattractive to potential property
purchasers.

Under current PRC laws and regulations, purchasers of residential properties with a unit floor area
of less than 90 sq.m. generally must pay at least 20% of the purchase price of the properties before they
can finance their purchases through mortgages. In June 2006, the PRC government increased the
minimum amount of down payment to 30% of the purchase price for first-time homeowners if such
property has a unit floor area of 90 sq.m. or more. In September 2007, for second-time home buyers that
use mortgage financing, the PRC government increased the minimum down payment to 40% of the
purchase price, and further increased the minimum down payment to 50% in April 2010 and 60% in
January 2011, with minimum mortgage loan interest rates at 110% of the relevant PBOC benchmark
lending interest rate.

In March 2015, the PRC government reduced the minimum down payment to 40% of the purchase
price for second-time home owners who purchase ordinary residential properties for their own use. The
minimum down payment for commercial property buyers has increased to 50% of the purchase price,
with minimum mortgage loan interest rates at 110% of the relevant PBOC benchmark lending interest
rate and maximum maturities of no more than 10 years.
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In May 2010, the MOHURD, PBOC and the CBIRC 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 taking into account 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 CBIRC on 29 September 2010, the minimum
down payment was 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
addition, mortgagee banks may not lend to any individual borrower if the monthly repayment of the
anticipated mortgage loan would exceed 50% of the individual borrower’s monthly income or if the total
debt service of the individual borrower would exceed 55% of such individual’s monthly income.

Although the PRC government has reduced the minimum down payment back to 25% (with
fluctuation of 5% up or down) of the purchase price for first-time home purchases and 30% of the
purchase price for second-time home owners purchasing residential properties (except for those cities
that have implemented more restrictive measures on house purchases) in February of 2016, the relatively
high down payment requirement and other conditions may still make mortgage financing unavailable or
unattractive to potential property purchasers, resulting in lower demand for purchasing our properties.

In line with industry practice, banks typically require us to guarantee the obligations of purchasers
of our property to repay the mortgage loans issued by such bank on the property. For more information,

see “— We may become liable if our customers default on mortgages we have guaranteed.” and
“Business — Real Estate Development — Real Estate Development Process — Customer’s Payment
Arrangements” .

If changes in laws, regulations, policies or practices prohibit property developers from providing
such guarantees and these banks do not accept alternative guarantees from third parties (if available), it
may become more difficult for property purchasers to obtain mortgages from banks in connection with
pre-sales. These difficulties may inhibit pre-sales, which could materially and adversely affect our
business, prospects, financial condition and results of operations.

We may become liable if our customers default on mortgages we have guaranteed.

Like other PRC real estate developers, we guarantee customer mortgages for all of our pre-sold
properties. These guarantees are not released until either the property ownership certificate is issued or
the mortgage is fully repaid. We do not conduct independent credit checks on our customers but rely on
the credit checks conducted by the mortgagee banks. If a purchaser defaults on a mortgage payment, we
may have to repurchase the underlying property by paying off the mortgage. If we fail to do so, the
mortgagee bank may auction the underlying property and recover any additional amounts outstanding
from us as the guarantor of the mortgage.

As at 31 December 2020, our outstanding guarantees in respect of mortgage loans amounted to
approximately HK$6,805 million. Although there was no material default on the mortgages we have
guaranteed in the years ended 31 December 2018, 2019 and 2020, there can be no assurance that
defaults will not occur in the future. If substantial defaults occur and we are called upon to honour our
guarantees, our business, prospects, financial condition and results of operations may be materially and
adversely affected.

In addition, if there are changes in laws, regulations, policies and practices that would prohibit real
estate developers from providing guarantees to banks in respect of mortgages offered to property
purchasers and these banks do not accept any alternative guarantees from other third parties, or if no
third-party is available in the market to provide such guarantees, it may become more difficult for
property purchasers to obtain mortgages from banks during pre-sales. Such difficulties in financing
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could result in a substantially lower rate of pre-sales of our properties, which could materially and
adversely affect our cash flow, financial condition and results of operations. As at the date of this
Offering Circular, we are not aware of any recent or impending changes in laws, regulations, policies or
practices which would prohibit such practice in the PRC. However, there can be no assurance that such
changes in laws, regulations, policies or practices will not occur in the future.

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

Under Regulations on the Administration of Quality of Construction Works ((EEz% T2 H & & H
&), all property development companies in the PRC must provide certain quality warranties for the
properties they develop or sell. We are required to provide these warranties to our customers. We may
sometimes receive quality warranties from our third-party contractors with respect to our development
projects.

If a significant number of claims are brought against us under our warranties and if we are unable
to obtain reimbursement for such claims from third party contractors in a timely manner or at all, we
could incur significant expenses to resolve such claims or face delays in correcting the related defects.
This could in turn harm our reputation and materially and adversely affect our business, prospects,
financial condition and results of operations.

We face contractual and legal risks relating to the pre-sale of properties, including the risk that
real estate developments may not be completed and the risk that changes in laws and regulations
in relation to the pre-sales of properties may materially and adversely affect our business, cash
flow, financial condition and results of operations.

We face contractual risks relating to the pre-sales of properties. For example, if we fail to meet the
completion time as stated in the pre-sale contracts, purchasers of pre-sold units have the right to claim
damages under the pre-sale contracts. If we still fail to deliver the properties to the purchasers within the
grace period stipulated in the contract, the purchasers have the right of termination. If the actual GFA of
a completed property delivered to purchasers deviates by more than 3% from the GFA originally stated
in the pre-sale contracts, purchasers have the right of termination or the right to claim damages.
Although we were not subject to any material claims for damages or termination for the years ended 31
December 2018, 2019 and 2020, we cannot assure you that our completed properties will not deviate
from pre-sale contracts in the future, or that if they do, such deviation would not lead to termination or
damages claims.

Proceeds from the pre-sales of our properties are an important source of funds for our real estate
developments and have an impact on our liquidity position. We cannot assure you that the PRC
governmental authority will not ban or impose material limitations on the existing practice of pre-selling
of uncompleted properties in the future. Future implementation of any restrictions on our ability to pre-
sell our properties, including any requirements to increase the amount of up-front expenditure we must
incur prior to obtaining the pre-sale permit, would extend the time required for recovery of our capital
outlay and would force us to seek alternative means to finance the various stages of our real estate
developments. This, in turn, could have a material and adverse effect on our business, cash flow,
financial condition and results of operations.

We may be required to forfeit land to the PRC government if we fail to comply with the terms of
our land grant contracts.

Under PRC laws and regulations, if a property developer fails to develop land according to the
terms of the land grant contract (including those relating to payment of fees, designated use of land,
time for commencement and completion of the developments 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.
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Specifically, under current PRC laws and regulations, if we fail to commence development for
more than one year from the commencement date stipulated in the land grant contract, the relevant PRC
land bureau may serve a warning notice on us and impose an idle land fee on the land of up to 20% of
the land premium. If we fail to commence development for more than two years from the
commencement date stipulated in the land grant contract, the land is subject to forfeiture to the PRC
government unless the delay in development is caused by government actions or force majeure. In the
Notice on Promoting the Saving and Intensification of Use of Land ({[E7%5 ¢ B A2 24 67 49 8 49 F #L 1Y
#H%1)) promulgated by the State Council on January 3, 2008, this policy was reinforced. This notice
states, among other things, that the Ministry of Land and Resources and other authorities are required to
research and commence the drafting of implementation rules concerning the levy of land appreciation
fees on idle land. Furthermore, the Ministry of Land and Resources issued a Notice on Restricting the
Administration of Construction Land and Promoting the Use of Approved Land (P B 5 H#IE
PR AR A LA AV A])) in August 2009, which reiterates the current rules on idle land.

For the years ended 31 December 2018, 2019 and 2020, we did not receive any warnings, nor were
we required to pay any idle land fees or penalties. We cannot assure you that circumstances leading to
forfeiture of land or delays in the commencement or completion of a real estate development will not
arise in the future. If we are required to forfeit land, we will not be able to continue our real estate
development on the forfeited land or recover the costs incurred for the initial acquisition of the forfeited
land or recover development costs incurred up to the date of forfeiture.

We are subject to rising costs for labour and materials, which we may not be able to pass on to
construction contractors or to purchasers.

Construction and development costs account for the majority of our cost of sales and are one of
the significant factors affecting our financial condition and results of operations. As a result of economic
growth and the boom in the property industry in the PRC, wages for construction workers and the prices
of construction materials and building equipment have substantially increased in recent years. Under the
terms of most of our construction contracts, contractors may adjust the contract prices to cover increases
in wages and costs of construction materials. In addition, in negotiations that follow upward materials
cost fluctuations post-contract, we often agree to bear a greater share of the cost of construction
materials than is contractually required. We do so in order to maintain good relations with our
contractors, which allows us to repeatedly source good quality and service. We are also exposed to the
price volatility of labour and construction materials to the extent that we periodically enter into new or
renew existing construction contracts at different terms during the life of a project, which may span
several years, or if we choose to hire the construction workers directly or purchase construction
materials directly from suppliers. Furthermore, we are unable to pass increased costs on to pre-sale
purchasers when construction costs increase subsequent to the date of the pre-sale contract. If we are
unable to pass on any increase in the cost of labour, construction materials or building equipment to
either our construction contractors or to the purchasers of our properties, our business, prospects,
financial condition and results of operations may be materially and adversely affected.

We may be required to bear resettlement costs associated with our real estate development
projects.

The land parcels we acquire in the future for development may have existing buildings or other
structures or be occupied by third parties. On 21 January 2011, the State Council promulgated the
Regulation on Expropriation and Compensation Related to Buildings on State-owned Land ({[EA 1+
L EEMEAE R HI)) (the “Expropriation and Compensation Regulation™). The Expropriation
and Compensation Regulation provides that, among other things: (i) buildings can be expropriated under
certain circumstances for public interests, and governmental authorities are responsible for resettlement
activities; real estate developers are prohibited from engaging in demolition and relocation operations;
(i1) compensation should be paid before the resettlement; (iii) compensation to owners of properties to
be demolished cannot be less than the market value of similar properties at the time of expropriation.
The market value of properties should be determined by qualified real estate appraisal institutions in
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accordance with appraisal rules related to property expropriation. Any owner who does not agree with
the appraised market value of the property may apply to the real estate appraisal institution for
reappraisal, and (iv) neither violence nor coercion may be used to force homeowners to leave sites, nor
can certain measures, such as illegally cutting water and power supplies, be used in relocation
operations. If the local government fail to reach an agreement regarding compensation with the owners
or residents of the buildings subject to demolition, any party may apply to the relevant housing
resettlement authorities for a ruling on the amount of compensation, which may delay the timetable of
our projects. Such delays to our development projects will lead to an increase in the cost and a delay in
the expected cash inflow resulting from pre-sales of the relevant projects, which may in turn materially
and adversely affect our business, results of operations and financial condition.

The land use of some of our real estate developments may differ from the land use designated in
the land grant contract and the total GFA of some of our real estate development projects may
have exceeded the original authorised area.

When the PRC government grants the land use rights for a piece of land, it will specify in the land
grant contract the use of the land and the total GFA that the developer may develop on this land.
However, the actual land use may differ from the land use designated in the land grant contract and the
actual GFA constructed may exceed the total GFA authorised in the land grant contract or construction
permit due to factors such as subsequent planning and design adjustments. The adjusted land use and the
amount of GFA in excess of the authorised amount are subject to approval when the relevant authorities
inspect the properties after completion and the developer may be required to pay additional land
premium and/or administrative fines or take corrective actions in respect of the adjusted land use and
excess GFA before a Construction of Properties and Municipal Infrastructure Completed Construction
Works Certified Report can be issued to the real estate development. The methodology for calculating
the additional land premium is generally the same as the original land grant contract. For the years
ended 31 December 2018, 2019 and 2020, we did not pay additional land premium or administrative
fines for unauthorised changes in land use or for GFA that exceeded the total GFA originally authorised.
In the future, if our real estate development projects necessitate significant changes in land use and
GFA, we plan to seek approval of such changes from the relevant authorities prior to completion.

We believe that none of our existing real estate development projects has a total GFA exceeding
the total GFA originally authorised for the developments. We cannot assure you, however, that local
government authorities will not find that the total constructed GFA of our existing projects under
development or any future real estate development projects exceed the relevant authorised GFA upon
completion. Moreover, we cannot assure you that we would have sufficient funding to pay any required
additional land premium or administrative fines or to pay for any corrective action that may be required
in a timely manner, or at all. Any of these circumstances may materially and adversely affect our
reputation, our business, results of operations and financial condition.

We may not successfully manage our growth.

We have been continuously expanding our operations in recent years. As we continue to grow, we
must continue to improve our managerial, technical and operational knowledge and allocation of
resources, and to implement an effective management information system. In addition, we plan to
strengthen our management control in our subsidiaries and associated companies. In order to fund our
ongoing operations and our future growth, we need sufficient internal sources of liquidity or access to
additional financing from external sources. Further, we will be required to manage relationships with a
greater number of customers, suppliers, contractors, service providers, lenders and other third parties.
We will need to further strengthen our internal control and compliance functions to ensure that we are
able to comply with our legal and contractual obligations and minimise our operational and compliance
risks. There can be no assurance that we will not experience issues such as capital constraints,
construction delays, operational difficulties at new locations or difficulties in expanding our existing
business and operations and training an increasing number of personnel to manage and operate the
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expanded business. There can be no assurance that we will be able to successfully manage our growth or
that our expansion plans will not adversely affect our existing operations and thereby have a material
adverse effect on our business, financial condition, results of operations and future prospects.

Our current insurance coverage may not be adequate to cover all risks related to our operations.

Real estate developers are not required under the applicable PRC laws and regulations to maintain
insurance coverage in respect of their real estate development operations. Consistent with what we
believe to be the industry norm for the real estate development industry in the PRC, we do not maintain
insurance coverage against destruction of or damage to our properties, no matter whether they are under
development or properties held for sale, other than those over which our lending banks have securities
interests or for which we are required to maintain insurance coverage under the relevant loan
agreements.

We generally carry contractor all risk and third-party liability insurance coverage, but do not
maintain any defective product or business disruption insurance policies for our specialised construction
projects. We rely on umbrella insurance policies for the buildings in which our curtain wall products are
installed, for instance, to cover matters such as workers’ compensation claims, and we only maintain
separate workers’ compensation policies in a limited number of instances where we are legally or
contractually required to do so. We cannot assure you that the developers or main contractors for our
specialised construction projects will maintain or continue to maintain the umbrella insurance policies
that would adequately indemnify us for any related losses or liabilities that we may experience in
connection with our work on that project. With respect to our investment properties in Hong Kong, we
maintain insurance coverage against destruction of or damage to these two properties. For the years
ended 31 December 2018, 2019 and 2020, we did not sustain material losses, damages or liabilities. If
we suffer any losses, damages or liabilities in the course of our business operations in the future,
however, we may not have adequate insurance coverage to provide sufficient funds to cover any such
losses, damages or liabilities or to replace any property that has been destroyed. Therefore, we may
sustain losses, damages and liabilities due to our lack of insurance coverage, which may in turn
adversely affect our financial condition and results of operations.

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 are involved in disputes arising from the ordinary course of our business with various parties
involved in the development, sale and leasing of our properties and specialised construction projects,
including government authorities, contractors, suppliers, partners, purchasers and lessees. For example,
as most of our real estate development projects consist of multiple phases, purchasers of our properties
in earlier phases may file legal actions against us if our subsequent planning and development of these
projects are perceived to be inconsistent with our representations and warranties made to such earlier
purchasers. We may also be involved in disputes with various parties relating to our property
management business including personal injury claims. These disputes may lead to legal or other
proceedings, may result in substantial costs and diversion of resources and management’s attention and
may have a material and adverse effect on our reputation and our ability to market and sell our
properties.

For the years ended 31 December 2018, 2019 and 2020, we were not involved in any material
legal or administrative proceedings. There can be no assurance, however, that we will not be involved in
legal or administrative proceedings in the future, the outcome of which may have a material adverse
effect on our business, financial condition and results of operations or have a negative impact on our
reputation or our brand. Further, we may have disagreements with regulatory bodies in the course of our
operations, which may subject us to administrative proceedings and unfavourable decrees that result in
pecuniary liabilities and cause delays to our real estate development projects.
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The PRC government has implemented restrictions on the payment terms for land use rights.

On 28 September 2007, MLR revised Rules regarding the Grant of State-owned Construction Land
Use Rights through Public Tender, Auction and Listing-for-sale, which provide that a real estate
developer must pay the full land premium for the entire parcel of land under a land grant contract before
it can receive a land use right certificate and commence development. This regulation became effective
on 1 November 2007. As a result, real estate developers are not allowed to bid for a large piece of land,
make partial payment, and then apply for a land use right certificate for the corresponding portion of
land in order to commence development, which had previously been the practice of many Chinese real
estate developers. On 18 November 2009, the MOF, MLR, PBOC, the Ministry of Supervision and the
PRC National Audit Office issued the Notice on Further Enhancing the Revenue and Expenditure
Control over Land Grant, which raises the first payment on land premiums to 50% of the total premium
and requires the land premium to be fully paid within one year after the signing of a land grant contract,
subject to limited exceptions. On 8 March 2010, MLR issued the Circular on Strengthening Real Estate
Land Supply and Supervision, which reiterated and reinforced certain measures on land supply and land
use, such as requiring the execution of the land grant contract within 10 business days on the
completion of the land grant, and a down payment 50% of the total land premiums within one month
after the execution of the land grant contract with the remaining balance payable in instalments within
one year. Property developers who have defaulted on a land premiums payment are prohibited from
acquiring land for a certain period of time. In addition, the implementation of these regulations may
increase land transfer prices and require real estate developers to maintain a higher level of working
capital. We cannot assure you that we will be able to acquire land suitable for development at
reasonable cost or that our cash flow position, financial condition or business plans will not be
materially and adversely affected by the implementation of these regulations or any additional
regulations adopted will not impose stricter payment terms for land use right.

Our financial results of operations fluctuate from time to time.

Our financial results of operations have varied in the past and may continue to fluctuate from time
to time in the future. For the years ended 31 December 2018, 2019 and 2020, our revenue was
HK$10,931 million, HK$11,261 million and HK$7,662 million, respectively, and the net profit
attributable to equity holders of our company was HK$935 million, HK$943 million and HK$112
million, respectively. Our revenue is significantly affected by the number of properties that we can
complete and deliver during any particular period, which may be limited due to the substantial capital
required for land acquisition and construction, as well as the lengthy development periods required
before positive cash flows may be generated. In addition, several properties that we have developed or
that are under development are large-scale and are developed in multiple phases over the course of one
to several years. The selling prices of the residential units in larger scale real estate development
projects tend to change over time, which may impact our sales proceeds and, accordingly, our revenue
for any given period. Since no sales revenue is recognised in respect of our property until the later of
the signing of the sale and purchase agreement and the delivery of the property, our revenue and profit
during any given period reflects the quantity of properties delivered during that period. Our revenue and
profit are, therefore, affected by any peaks or troughs in our property delivery schedule and may not be
indicative of the actual demand for our properties or sales achieved during the period. Our revenue and
profit during any given period generally reflect property investment decisions made by purchasers in the
past, typically in the prior fiscal period. As a result, our operating results for any period are not
necessarily indicative of results that may be expected for any future period.

The relevant PRC tax authorities may enforce the payment of LAT and may challenge the basis on
which we calculate our LAT obligations.

According to the requirements of the Provisional Regulations of the PRC on Land Appreciation

Tax ({F#FE AN R E I EMREITHHI)) and the “Detailed Implementation Rules on the
Provisional Regulations of the PRC on Land Appreciation Tax” ({HHEE A B H: 1B 1 3 384 (5 752 7 17 15451
EHEANRIY) (the “LAT Implementation Rules”), all income from the sale or transfer of state-owned
land use rights, buildings and their ancillary facilities in the PRC is subject to the LAT, at progressive
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rates ranging from 30% to 60% of the appreciation value as defined by the relevant tax laws. Certain
exemptions are available for the sale of ordinary residential properties (FHIE#E(ES ) if the
appreciation does not exceed 20% of the total deductible items as defined in the relevant tax laws and
regulations. Sales of high-end apartments, villas and holiday villas are not eligible for such exemption.
On 12 May 2009, the SAT issued the “Administrative Rules on the Settlement of Land Appreciation
Tax” ({ LM (EIE B E L)) effective as of 1 June 2009, which further clarifies the specific
conditions and procedures for settlement of the LAT. On 19 May 2010, the State Administration of
Taxation issued the “Circular on Issuers Concerning Settlement of Land Appreciation Tax” (Guo Shui
Fa [2010] No. 220) (KRR T ER S E A B AR @) (B E$[2010]22058)) to strengthen the
settlement of LAT. The circular clarifies certain issues with respect to calculation and settlement of the
land appreciation tax, such as (i) the recognition of the revenue upon the settlement of LAT, and (ii) the
deduction of fees incurred in connection with the property development. On 25 May 2010, the State
Administration of Taxation issued the “Notice on Strengthening the Collection Land Appreciation Tax”
(Guo Shui Fa [2010] No. 53)(CBERANGR S (EREE TAERIZER) (BIFF£[2010]535%)), which
requires that the minimum LAT prepayment rate shall be 2% for provinces in the eastern region, 1.5%
for provinces in the central and north-eastern regions, and 1% for provinces in the western region.
According to the notice, the local tax bureaus shall determine the applicable LAT prepayment rates
based on the types of the properties. On 20 June 2013, the State Administration of Taxation issued the
“Circular on Further Improving the Collection and Administration of Land Appreciation” (Shui Zong Fa
[2013] No. 67)(KBA#E —D i Tt IS ERM S TIEREHA) (FR4E52[2013]167598) ), which stipulates
that local tax agencies shall settle the outstanding projects backlogged in recent years, improve
efficiency, urge enterprises to conduct self-settlement within the allotted time, and enforce the
consequences on those failing to conduct self-settlement.

On 25 April 2016, the State Administration of Taxation and the Ministry of Finance issued the
“Circular on Issues concerning the Taxation Basis for Deed Tax, House Property Tax, Value-Added Tax
of Land and Individual Income Tax Following the Collection of Value-Added Tax in lieu of Business
Tax” (CBAIRE SUE 220 ~ SR ~ LHUEER - EAFT SR FRERERE ) (MF2[2016]43
5%)), which provides that the transfer of property subject to the value-added tax (“VAT”) of land shall
exclude VAT. Where VAT input tax is included in the list of items for deduction of VAT of land and is
allowed to be deducted from calculation of VAT output tax under the Interim Regulations of the
People’s Republic of China on Value-Added Tax of Land and other relevant regulations, the VAT input
tax shall be exempt from deductible items; otherwise, the VAT input tax shall be calculated in
deduction. On 10 November 2016, the State Administration of Taxation issued the ‘“Announcement of
the State Administration of Taxation on Several Provisions concerning the Levy and Administration of
Land Appreciation Tax after the Collection of Value-added Tax in Lieu of Business Tax” ({[B & 542
JE R 2 A 1 A (B R TRV U YA ) (BRI SR A 55 20164E55705%) ), which clarifies
levy standards such as (i) recognition of taxable income under LAT after the collection of VAT in lieu
of business tax; (ii) recognition of taxable income under LAT on acts deemed as sales of real estate after
the collection of VAT in lieu of business tax; (iii) deduction of tax relating to transfer of real estate; (iv)
calculation for Settlement of LAT before and after the collection of VAT in liecu of business tax; (v)
recognition of invoices for expenditure of the construction and installation engineering cost after the
collection of VAT in lieu of business tax; and (vi) deduction and calculation relating to transfer of old
houses.

We have estimated and made provisions for the amount of applicable LAT in accordance with the
requirements set forth in the relevant PRC tax laws and regulations. For the years ended 31 December
2018, 2019 and 2020, we made charges to the profit for the year for LAT in the amount of HK$843
million, HK$402 million and HK$131 million, respectively. It is not certain as to when the PRC tax
authorities will collect the amount of LAT in full. In the event that the LAT we have provided for is
actually collected in full by the PRC tax authorities, our cash flow and financial position will be
affected. Furthermore, in the event that LAT eventually collected by the PRC tax authorities exceeds the
amount we have provided for, our net profits after tax will be adversely affected.
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The PRC government has implemented restrictions on the ability of the PRC property developers
to obtain offshore financing which could affect our ability to deploy the funds raised offshore in
our business in the PRC.

On 28 April 2013, SAFE issued the Notice of State Administration of Foreign Exchange on
Promulgation of the Administrative Measures on Registration of Foreign Debt ({552 41 & FE J=) B iR 4%
i HMEEECEHEE> BU#AD)), which was amended on 4 May 2015. The notice stipulates the
following principles:

. foreign debt registrations shall not be processed for real estate enterprises with foreign
investment that have obtained approval certificates and have registered with MOFCOM on or
after 1 June 2007;

. real estate enterprises with foreign investment which were incorporated before 1 June 2007
shall still have the right to incur foreign debts within the statutory limit. This limit equals the
lesser of (i) the outstanding balance of total investment and registered capital prior to the
increase or (ii) the outstanding balance of total investment and registered capital after the
increase; and

. real estate enterprises with foreign investment which have not obtained the land use right
certificate or for which the project capital has not reached 35% of the project’s total
investment may not incur foreign debt. SAFE will not process the foreign debt registration
and approval for foreign debt settlement of such real estate enterprises.

On 10 May 2013, SAFE issued the Notice of State Administration of Foreign Exchange on
Promulgation of the Provisions on Foreign Exchange Control on Direct Investments in China by Foreign
Investors and Supporting Documents (B 5 M FR 5 AR ENEE OB E & IR N BRI E S ME S
E> MECESCIFRAA)), which requires that real estate enterprises need to provide registered files
to MOFCOM for making foreign exchange registrations. On 6 November 2015, MOFCOM and SAFE
jointly issued the Circular Regarding Further Improvement of the Registration of Foreign-Invested Real
Estate Industry (CRIF5EE ~ SMESR BT — 2 SOESMNE 104 F5 #th A 46 26 TAERYZERDD ), pursuant to
which local departments concerned shall approve the establishment and changes of foreign-invested real
estate enterprises and provide information on real estate projects in the foreign investment information
system of MOFCOM, and the registry publication procedures on the website of MOFCOM are no longer
required as a precondition for making a foreign exchange registration. However, registration to and
approval of MOFCOM of real estate enterprises with foreign investment must still be completed. On 14
September 2015, NDRC issued the Circular Regarding Advancing the Management and Reform of the
Registration System for Foreign Debt Issuance by Enterprises ({BIZ % RIRHEZ (BHRIEE B ERITI
BEEFEEHIEEBGERZFD )), which requires that a PRC enterprise or its controlled non-PRC
enterprise first register with the NDRC before its issuance or incurrence of any foreign debt. These
regulations restrict us from injecting funds raised offshore into our PRC project companies by way of
shareholder loans. We cannot assure you that we will be able to obtain these government registrations or
approvals on a timely basis, if at all. Without having the flexibility to transfer funds to PRC
subsidiaries, our liquidity and ability to fund and expand our business in the PRC may be adversely
affected. Without having the flexibility to transfer funds to PRC subsidiaries as loans, we cannot assure
you that the dividend payments from our PRC subsidiaries will be available on each distribution
payment date to pay the distribution due and payable under the Bonds. In addition, equity contributions
by us and our non-PRC subsidiaries to our PRC subsidiaries will require filings with or approvals from
the commerce department of the local government. The aforesaid procedures may take considerable time
and delay the injection of funds into such subsidiaries. This may adversely affect the financial condition
of our PRC subsidiaries and may cause delays in our projects.

On 11 May 2018, the NDRC and the Ministry of Finance promulgated “the Circular on Improving

the Market Restraint Mechanism and Taking Strict Precautions Against Foreign Debt Risks and Local
Debt Risks” (Fa Gai Wai Zi [2018] No. 706) (<X 52 2 117 855 4 SRR il Bk 677 86 S/ 55 J B A b 77 {65 765
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B A ) (B2 /N [2018]7065%) ) (the “No. 706 Circular”). According to the No. 706 Circular: (i)
enterprises intending to borrow medium and long-term foreign debts shall have concrete business in fact,
raise funds in a market-oriented way in accordance with laws and regulations, and meanwhile, work out
a plan for the repayment of the principal and interest of foreign debts according to their respective credit
status, and implement safeguards for the repayment of debts. Any enterprise is banned from, in any
name, requesting the local government or a department affiliated thereto to provide any guarantee or
undertake liability for debt repayment for its market-oriented fundraising; (ii) the raised funds will be
mainly used to support innovation development, green development, strategic emerging industries, the
high-end equipment manufacturing industry, “One Belt One Road” construction and international
cooperation; (iii) an enterprise that intends to borrow medium and long-term foreign debts is required to
establish the thorough and standardised corporate governance structure, the decision-making
management mechanism and the financial management system; (iv) it is necessary to form the market-
oriented investment return mechanism and create sustainable, stable and feasible expected financial
yields, for fund raising-based investment projects financially aided by funds of foreign debts; (v) an
enterprise that intends to borrow medium and long-term foreign debts is required to prudently select
financing instruments and reasonably hold foreign exchange positions, in order to effectively prevent
and control foreign debt risks; (vi) an enterprise that intends to borrow medium and long-term foreign
debts is required to standardise its information disclosure. It should be clarified in the relevant
documents that the relevant debts shall be repaid by the bond-issuing enterprises as the independent
legal person; (vii) for the enterprises undertaking government investment projects in accordance with
laws and regulations, the finance departments shall promptly appropriate the funds in accordance with
the provisions and the approved budget; and (viii) for those enterprises, underwriters, audit firms, law
firms and others involved in illegal financing and guarantees provided by local governments and the
principals thereof, the punishment shall be strengthened.

On 9 July 2019, NDRC issued the Circular Regarding Requirements of Applying For the
Registration of Issuing Foreign Debt by Real Estate Developers (Fa Gai Ban Wai Zi [2019] No. 778)(
FRRICEZ A B (BT F5 i 7 {0 26 33T AME FR 35 18 28 B4R A B ZE SR A8 ) (B2 ORI & [2019]
778%%)), which requires that the issuance of foreign debts by real estate developers can only be used to
replace medium and long-term offshore debts due within the next year and the real estate developers
shall specify the details of the foreign debts to be replaced in the application materials for the
registration of foreign debts.

Certain of our businesses are conducted through joint ventures.

We have investments in equity joint venture companies formed to develop, own and/or manage
real estate development projects in the PRC. Although we generally have control over the day-to-day
operations of all our joint ventures and have the ability to make business decisions that are in the
ordinary course of their businesses, the passing of certain important shareholders’ or board resolutions
of some of these joint ventures requires the unanimous resolution of all the shareholders or directors (as
applicable) of the joint venture companies.

Although we have not experienced any significant problems with respect to our joint venture
partners to date, any future disagreement with local partners in connection with the scope or
performance of their respective obligations under the projects, for example, may affect our ability to
develop or manage a property. Our partners may be unable or unwilling to perform their obligations
under the cooperative arrangements, and disputes with our local or overseas partners or the early
termination of our cooperative arrangements with them could materially and adversely affect our
business, prospects, financial condition and results of operations.

Our profit margin is sensitive to fluctuations in the cost of construction materials.

Construction costs comprise one of the predominant components of our cost of sales. Construction
costs encompass all costs for the design and construction of a project, including payments to third party
contractors, costs of construction materials, foundation and substructure, fittings, facilities for utilities

33



and related infrastructure such as roads and pipelines. Historically, construction material costs have been
the principal driver of the construction costs of our property development projects, with the cost of third
party contractors remaining relatively stable. However, as the construction material costs are often
included in the construction costs paid to our contractors, it has been difficult for us to estimate such
costs.

Construction costs may fluctuate as a result of the price volatility of construction materials such as
steel and cement. In line with industry practice, if there is a significant price fluctuation (depending on
the specific terms of each contract), we will be required to renegotiate existing construction contracts to
top up payment to, or receive refund from, the contractors, depending on the price movement. Our profit
margin is sensitive to changes in the market prices for construction materials and our profit margins will
be adversely affected if we are not able to pass all of the increased costs onto our customers.

We cannot assure you that compliance with environmental laws will not result in substantial costs.

We are subject to a variety of laws and regulations concerning the protection of health and the
environment. The particular environmental laws and regulations which apply to any given project
development site vary greatly according to the site’s location, the site’s environmental condition, the
present and former uses of the site, as well as adjoining properties. Environmental laws can prohibit or
severely restrict activity in environmentally-sensitive regions or areas. Compliance with environmental
laws and conditions, and any change thereof, may result in delays, may cause us to incur substantial
compliance and other costs and can prohibit or severely restrict project development activity in
environmentally-sensitive regions or areas.

As required by PRC law, each project we develop is required to undergo environmental
assessments and an environmental impact assessment document is required to be submitted to the
relevant government authorities for approval or record before commencement of construction. The local
authorities may request a developer to submit the environmental impact documents, otherwise the
authorities shall issue orders to suspend the construction and impose a penalty amounting to 1%-5% of
the total investment amount for a project that has not received the approval of the environmental impact
assessment documents before construction commenced. We cannot assure you that the environmental
investigations on our projects conducted to date have revealed all environmental liabilities, or that there
are no material environmental liabilities of which we are unaware. Please see “Business —
Environmental Matters” for more details.

The enforcement of the Labour Contract Law and other labour-related regulations in the PRC
may adversely affect our business and our results of operations.

On 29 June 2007, the National People’s Congress of China enacted the Labour Contract Law,
which latest revised on 28 December 2012 and became effective on 1 July 2013. Compared to the PRC
Labour Law, the Labour Contract Law establishes more restrictions and increases the cost to employers
to terminate employees, including specific provisions related to fixed-term employment contracts,
temporary employment, probation, consultation with the labour union and employee general assembly,
employment without a contract, dismissal of employees, compensation upon termination and overtime
work, and collective bargaining. Pursuant to the Labour Contract Law, an employer is obligated to enter
into an “indefinite term labour contract” with an employee if the employee is employed by the
employer after two or more consecutive fixed-term contracts. The employer is required to pay
compensation to the employee if the employer wants to terminate an “indefinite term labour contract”.
Unless an employee refuses to extend an expired labour contract, such compensation is also required
when the labour contract expires. Further, under the Regulations on Paid Annual Leave for Employees,
which became effective on 1 January 2008, employees who have served more than one year for an
employer are entitled to a paid vacation ranging from five to 15 days, depending on their length of
service. Employees who waive such vacation time at the request of employers must be compensated at a
rate equal to three times their normal salaries for each waived vacation day. All of our real estate
development operations and a substantial portion of our specialised construction business operations are
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conducted in the PRC. As a result of these new protective labour measures, our labour costs in
connection with our real estate development and specialised construction business operations may
increase.

Our continued success largely depends on the performance of our senior management.

Our continued success primarily depends on the performance of our senior management team
including Mr. He Jianbo, Mr. Liu Bo, Mr. Chen Xingwu and Mr. Yang Shangping, who have an average
of over 18 years’ experience in the PRC real estate development, property investment, construction and
property management industries. In addition, we maintain a stable team of high calibre executive
officers and professional managerial and technical personnel, in particular, our designers and architects.
Competition in our industry for qualified personnel is intense. We could suffer if we lose the services of
a number of key personnel and fail to recruit quality replacements. Furthermore, as our business
continues to grow, we will need to recruit and train additional qualified personnel. If we fail to attract
and retain qualified personnel, our business and prospects may be materially and adversely affected.

Our controlling shareholder may take actions that are not in, or may conflict with, our best
interests or the best interests of our creditors, including the holders of the Bonds.

The interests of our controlling shareholder, China Minmetals, may differ from our interests or the
interests of our creditors, including the holders of the Bonds. Subject to compliance with the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and other applicable
laws, by maintaining such ownership, China Minmetals is able to influence our corporate policies,
appoint our directors and officers and vote on corporate actions requiring shareholders’ approval. In
particular, the strategic goals of China Minmetals may not be aligned with our strategies and could
reduce the level of management flexibility that would otherwise exist with a more diversified
shareholder base. We cannot assure you that our controlling shareholder will act entirely in our interest
or that any potential conflicts of interest will be resolved in our favour.

Property owners may not retain us as the provider of property management services.

As at 31 December 2020, we provided property management services to all our completed real
estate development projects. Under the PRC laws and regulations, property owners of a residential
development have the right to change the property management service provider upon the approval of a
certain percentage of the property owners of that residential development. If owners of the properties
that we have developed are not satisfied with our property management services, they may terminate our
property management services or publish negative feedback in respect of our property management
services, in which case our reputation, future sales of our properties and our results of operations could
be adversely affected.

Our specialised construction projects may be delayed.

Our specialised construction projects may be delayed due to various factors beyond our control,
including the construction progress of the underlying buildings. As part of the construction work of the
underlying buildings, the schedules of our curtain wall installation, for instance, have to fit into, and
heavily depend on, the overall construction schedules of the underlying buildings. However, the
construction progress of the underlying buildings may experience unexpected difficulties as a result of
weather conditions, financing difficulties, liquidity of the main contractors or real estate developers,
availability of sufficient labour force, regulatory approval processes, government requirements, changes
in the design of the buildings or curtain wall products, and other factors. We did not experience any
material delays for the years ended 31 December 2018, 2019 and 2020. If our specialised construction
projects are delayed, however, we may not be able to recognise our revenue or receive payment from
our customers as expected, and our business, financial condition and results of operations may be
materially and adversely affected.
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We receive payments for our specialised construction projects in stages, and any default or delay
in payments from our customers may affect our cash flow and results of operations.

We receive payments for our specialised construction projects in stages upon achieving certain
project milestones. In addition, consistent with industry practice, our contracts usually also provide that
our customers are entitled to withhold a certain percentage, normally 5%, of the total contract price for
the defects liability period, normally one year after the completion of the project to guarantee our work
quality. Our customers are primarily main contractors and real estate developers who are subject to the
credit risks of their customers and the financial risks of their development projects not being able to
proceed according to budget, or being delayed or terminated. We may encounter difficulties in collecting
payments from those customers who are having financial difficulties or experiencing delays to their
projects which are beyond our control. In addition, we receive rent from certain of our customers. The
collection process might be time-consuming and administratively cumbersome. As a result of defaults in
payment from our customers, we made allowance for impairment of trade and contract receivables in a
total amount of HK$5.4 million for the year ended 31 December 2018 and a reversal for impairment of
HK$6.0 million and HK$8.3 million for the year ended 31 December 2019 and 2020, respectively.

We cannot assure you that our customers in the future will not subsequently default in, or delay,
their payment obligations to us. Any failure to collect all or a portion of the payment obligations owed
to us will put pressure on our cash flow position and our ability to meet our working capital
requirements, which could materially and adversely affect our business, financial conditions and results
of operations.

We may be unable to keep up with the changes in the market needs or technological developments
in the specialised construction industry.

Our competitiveness in the specialised construction market, particularly the curtain wall market,
partly depends on our ability to adopt new designs and techniques so that we are able to continuously
tailor our products to meet our customers’ needs. Such products and techniques are subject to
continuous advancement and changes. There is no assurance that products or techniques can be
developed and put into the market by us in a timely manner or at all, or that once developed, such
products or techniques will be well accepted by the market. In the event that we are unable to develop
or adopt new techniques that meet the needs of our customers or that our competitors develop new and
more advanced products and techniques, our business, financial condition and results of operations may
be materially and adversely affected.

If we fail to meet the requirements of our specialised construction project contracts or quality
standards of our products, we may face litigation, incur penalties and additional costs and
experience delays or difficulties in receiving payments, which may adversely affect our business
and reputation.

We are typically required to complete each specialised construction project according to a fixed
schedule by an agreed date as stated in the relevant contracts. If we fail to complete a project in a timely
manner resulting in a breach of our contractual obligations, we may be liable to compensate our
customers for losses or damages caused by the delay. Although we were not required to compensate any
third parties due to delay of specialised construction projects during the years ended 31 December 2018,
2019 and 2020, we cannot assure you that we will not be required to provide such compensation in the
future. Any delay in the completion of a project, whether or not caused by us, could also lead to
additional costs being incurred, including for hiring additional manpower and temporary storage for
assembled products. Any failure on our part to complete a project in a timely manner could harm our
reputation in the industry and hinder our ability to win future contracts and, as a result, our business,
financial condition and results of operations could be materially and adversely affected.

In addition, we may be liable to compensate our customers for any losses sustained by them if any

of our employees, contract workers or installation service providers do not complete projects in
accordance with the terms specified in the relevant contracts. Although we were not required to
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compensate any third parties due to work defects during the years ended 31 December 2018, 2019 and
2020, we cannot assure you that we will not be required to do so in the future. With respect to our
curtain projects, for instance, as most of our projects require tailormade curtain wall components, any
use of unsuitable materials would result in extra costs being incurred on our part due to additional
materials and labour being required to rectify such errors. Any such work defects could also have a
negative impact on our reputation, which could hinder our ability to win future contracts. Moreover, a
severe technical defect could lead to personal injury or property damage, which could result in litigation
and liability for damages. These litigation costs, together with the payment of damages, could adversely
affect our profitability and financial performance.

We are exposed to general risks associated with the ownership and management of our investment
properties.

Our investment properties primarily consist of two commercial and office buildings held for lease
in Hong Kong: (i) China Minmetals Tower in Tsim Sha Tsui, Hong Kong and (ii) LKF 29 in Central,
Hong Kong. and two commercial and retail complexes in Changsha and Taian in the PRC. Investment
properties are generally illiquid, limiting the ability of an owner or a developer to convert property
assets into cash on short notice and property assets may be required to be sold at a discount in order to
ensure a quick sale. Such illiquidity also limits our ability to manage our portfolio in response to
changes in economic or other conditions. Moreover, we may face difficulties in securing timely and
commercially favourable financing in asset-based lending transactions secured by real estate due to the
illiquidity.

Property investment is subject to risks incidental to the ownership and management of residential,
office and retail properties including, among other things, competition for tenants, changes in market
rents, inability to renew leases or re-let space as existing leases expire, inability to collect rent from
tenants due to bankruptcy or insolvency of tenants or otherwise, inability to dispose of major investment
properties for the values at which they are recorded in the financial statements, increased operating costs
and the need to renovate, repair and re-let space periodically and to pay the associated costs.

We may not be able to generate adequate returns on our properties held for long-term investment
purposes.

Real estate development is subject to varying degrees of risks. The investment returns available
from investments in real estate depend, to a large extent, on the amount of capital appreciation
generated, income earned from the rental of the relevant properties as well as the expenses incurred.
Maximising yields from properties held for investment also depends to a large extent on active ongoing
management and maintenance of the properties. The ability to eventually dispose of investment
properties will also depend on market conditions and levels of liquidity, which may be limited or subject
to significant fluctuation in the case of certain types of commercial properties. The revenue derived from
and the value of property investment may be adversely affected by a number of factors, including but
not limited to changes in market rates for comparable rentals, the inability to collect rent due to
bankruptcy or insolvency of tenants and the costs resulting from periodic maintenance, repair and
reletting.

Changes in the fair values of our investment properties are unrealised.

In accordance with HKAS40, the Hong Kong Accounting Standard for investment properties
issued by the Hong Kong Institute of Certified Public Accountants, investment properties may be
recognised by using either the fair value model or the cost model. We have chosen to recognise
investment properties at their fair values because we are of the view that periodic fair value adjustments
in accordance with prevailing market conditions provide a more up-to-date picture of the value of our
investment properties.
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For the years ended 31 December 2018 and 2019, we recorded upward fair value adjustments of
approximately, HK$134.1 million and HK$107.6 million, respectively, on our investment properties.
However, we recorded downward fair value adjustment of approximately HK$50.6 million for the year
ended 31 December 2020. In light of the above, prospective investors should be aware that upward or
downward fair value adjustments, which reflect, among other things, unrealised capital gains or loss in
the value of our investment properties at the end of relevant accounting reporting period and sometimes
arise upon the reclassification of our properties as investment properties, are not profit or loss generated
from day-to-day rental income from our investment properties, are largely dependent on prevailing
property market conditions, and do not generate cash inflow which can be contributed to payments of
interest, principal or other amounts under the Bonds unless such investment properties are disposed of
and the capital gains or loss are realised. We may not be able to dispose of investment properties at or
near their recorded fair values, or at all. Moreover, prospective investors should be aware that property
values are subject to market fluctuations, and we cannot assure you that we will be able to record
favourable fair value adjustments on investment properties in the future. Should there be any severe
downward fair value adjustments on our investment properties in the future, our business, prospects and
results of operations may be materially and adversely affected.

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

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

Certain facts and statistics are derived from publications not independently verified by us, the
Joint Lead Managers or our or Managers’ advisers

Facts and statistics in this Offering Circular relating to China’s economy and the industries in
which we operate are derived from publicly available sources. While we have taken reasonable care to
ensure that the facts and statistics presented are accurately reproduced from such sources, they have not
been independently verified by us, the Joint Lead Managers or their advisers.

We make no representation as to the accuracy of these facts and statistics, which may not be
consistent with other information compiled within or outside China. Due to ineffective calculation and
collection methods and other problems, the facts and statistics herein may be inaccurate or may not be
comparable to facts and statistics produced for other economies and should not be unduly relied upon.

RISKS RELATING TO THE PRC REAL ESTATE INDUSTRY

We are subject to regulations implemented by the PRC government, which may adopt further
measures intended to curtail the overheating of the property market in China or adopt further
measures to tighten restrictions on PRC property developers.

Our business is subject to extensive governmental regulations. As with other PRC property
developers, we must comply with various requirements mandated by the PRC laws and regulations,
including the policies and procedures established by local authorities designed to implement such laws
and regulations. In particular, reports about a developer running into difficulties on repayment and
operations could prompt the PRC government to further tighten restrictions on PRC property developers,
which could have a material adverse impact on our business and operations.
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In recent years, the PRC government exerted considerable direct and indirect influence on the PRC
property sector by imposing industry policies and other economic measures, such as:

. requiring real estate developers to finance, with their internal resources, at least 20% of the
total investment (excluding affordable housing projects);

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

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

. requiring that at least 70% of the land supply approved by any local government for
residential property development during any given year must be used for developing low to
medium-cost and small-to medium-size units for sale or as low-cost rental properties;

. requiring that at least 70% of the total development and construction area of residential
projects approved or constructed on or after 1 June 2006 in any administrative jurisdiction
must consist of units with a unit floor area of no more than 90 sq.m. and that projects which
have received project approvals prior to this date but have not obtained construction permits
must adjust their planning in order to comply with this new requirement, with the exception
that municipalities under direct administration of the PRC central government and provincial
capitals and cities specifically designated in the state plan (FI#|E%I ) may deviate from
such ratio under special circumstances upon approval from the Ministry of Construction;

. requiring first-time home buyer to pay a minimum amount of down-payment of 25% of the
purchase price of the underlying property in principle;

. requiring any second-time home buyer to pay an increased minimum amount of down
payment of 60% of the purchase price of the underlying property and an increased minimum
mortgage loan interest rate of no less than 110% of the relevant PBOC benchmark lending
interest rate;

. for a commercial property buyer, (i) requiring banks not to finance any purchase of pre-sold
properties, (ii) increasing the minimum amount of down-payment to 50% of the purchase
price of the underlying property, (iii) increasing the minimum mortgage loan interest rate to
110% of the relevant PBOC benchmark lending interest rate, and (iv) limiting the terms of
such bank borrowings to no more than 10 years, with commercial banks allowed flexibility
based on their risk assessment;

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

other terms similar to those for commercial properties;

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

. imposing more restrictions on the types of property developments that foreign investments
may engage in;

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

39



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

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

. reducing the benchmark one-year lending rate published by PBOC for the year ended 31
December 2014 to 5.60% and to 4.35% on 24 October 2015;

. decreasing the PBOC Renminbi deposit reserve requirement ratio for all PRC depositary
financial institutions by 0.5 percent on 1 March 2016;

. non-residents who own one or more residential properties and are unable to provide proof of
payment of local taxes or social security contributions covering a period of one year or more
are prohibited from purchasing any residential properties located in the administrative area;
and

. strictly enforcing a 20% tax on home sale profits.

We cannot assure you that the PRC government will not change or modify these temporary
measures in the future. These measures may limit our access to capital resources, reduce market demand
for our products and increase our operating costs in complying with these measures. We cannot assure
you that the PRC government will not adopt additional and more stringent measures, which could
further slowdown property development in China and adversely affect our business and prospects.

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

Historically, the PRC property market has been cyclical. The rapid expansion of the property
market in certain major provinces and cities in China, in the early 1990s, culminated in an oversupply in
the mid-1990s and a corresponding fall in property values and rentals in the second half of the decade.
Since the late 1990s, private residential property prices and the number of residential property
development projects have gradually increased in major cities as a result of an increase in demand
driven by domestic economic growth. In particular, prices of residential properties in certain major PRC
provinces have experienced rapid and significant growth. In recent years, however, risk of property
oversupply is increasing in parts of China, where property investment, trading and speculation have
become overly active. In the event of actual or perceived oversupply, together with the effect of the
PRC government policies to curtail the overheating of the property market, property prices may fall
significantly, and our revenue and results of operations will be adversely affected. There have been
reports of property developers in the PRC facing difficulties in repaying loans. On 1 January 2015,
property developer Kaisa, which is based in Shenzhen, announced it had defaulted on a HK$400 million
term loan, and that such default on the loan triggered cross-defaults on Kaisa’s obligations to other
lenders. We cannot assure you that the problems of oversupply and falling property prices that occurred
in the mid-1990s will not recur in the PRC property market and the recurrence of such problems could
adversely affect our business and financial condition. The PRC property market is also susceptible to the
volatility of the global economic conditions.

The cyclical nature of the property market in the PRC affects the optimal timing for the acquisition
of sites and pace of development, as well as the sale of properties. This cyclicality, combined with the
lead time required for completion of projects and the sale of properties, means that our results of
operations relating to property development activities may be susceptible to significant fluctuations from
year to year.
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Increasing competition in the PRC property market may adversely affect our profitability.

Our real estate development operations face competition from both international and local players
with respect to factors such as location, facilities and supporting infrastructure, services and pricing. We
compete with both local and international companies in capturing new business opportunities in the
PRC.

In recent years, for example, a large number of real estate developers have begun to undertake real
estate development and investment projects in the PRC. These include overseas real estate developers
(including a number of leading Hong Kong developers) and local real estate developers in the PRC. Our
existing and potential competitors include major domestic state-owned and private real estate developers
in the PRC, and, to a lesser extent, developers from Hong Kong and elsewhere in Asia. Some of our
competitors in the real estate development sector have greater financial and other capital resources,
marketing and other capabilities and/or name recognition than us. In addition, some local companies
have extensive local knowledge and business relationships and/or a longer operational track record in
the relevant local markets than us while international companies are able to capitalise on their overseas
experience to compete in the PRC markets.

Intensified competition may result in increased costs for land acquisition and project construction,
oversupply of properties and construction services and a slowdown in the approval process for new real
estate developments and services by the relevant government authorities, all of which may adversely
affect our business. There can be no assurance that we will be able to compete successfully in the future
against our existing or potential competitors or that increased competition with respect to our activities
may not have a material adverse effect on our financial condition and results of operations.

In addition, the real estate development markets in the PRC are rapidly changing. If we cannot
respond to changes in market conditions or changes in customer preferences more swiftly or more
effectively than our competitors, our business, results of operations and financial condition could be
materially and adversely affected.

The PRC property market has experienced significant consolidation.

Consolidation in the PRC property market in recent years has resulted in smaller real estate
developers merging or otherwise combining their operations in order to enjoy economies of scale and
enhance their competitiveness. Any further consolidation in the property sector in the PRC may intensify
competition among real estate developers and we may have to compete with competitors with greater
financial and operational resources, such as land banks and management capabilities. Such consolidation
could potentially place us under competitive pressure with respect to land or development negotiations,
scale, resources and pricing of our properties.

There is a lack of reliable and updated information on property market conditions in the PRC
generally.

We are subject to property market conditions in the PRC generally. Currently, reliable and up-to-
date information on the amount and nature of real estate development and investment activities, the
demand for such development, the supply of new properties being developed or the availability of land
and buildings suitable for development and investment is not generally available in the PRC.
Consequently, our investment and business decisions may not always have been, and may not in the
future be, based on accurate, complete and timely information. Inaccurate information may adversely
affect our business decisions, which could materially and adversely affect our business, financial
condition, results of operations and prospects.
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RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Economic, political and social conditions in the PRC as well as government policies could affect
our business.

A substantial portion of our business and operations are conducted in the PRC. Accordingly, to a
significant degree, our results of operations, financial position and prospects are subject to the
economic, political and legal developments of the PRC.

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

. political structure;

. level of government involvement;

. level of development;

. growth rate;

. level and control of capital investment and reinvestment;
. control of foreign exchange; and

. allocation of resources.

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

For the past three decades, the PRC government has implemented economic reform measures
emphasizing utilisation of market forces in the development of the PRC economy.

If China’s economic growth decreases or if the PRC economy experiences a recession, the growth
in demand for our products may also decrease and our business, financial condition and results of
operations will be adversely affected.

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

. political instability or changes in social conditions in the PRC;

. changes in laws and regulations or the interpretation of laws and regulations;

. measures which may be introduced to control inflation or deflation;

. changes in the rate or method of taxation; and

. imposition of additional restrictions on currency conversion and remittances abroad.

42



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 the PRC laws 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 regulation 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 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 and regulations may involve uncertainties and may not be as consistent or predictable as in other
more developed jurisdictions. Furthermore, the legal protections available to us under these laws 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.

Governmental control of currency conversion may affect the value of your investment.

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies
and, in certain cases, the remittance of currency to jurisdictions outside China. We receive substantially
all of our revenue in Renminbi. Under our current structure, our income is primarily derived from
dividend payments from our PRC subsidiaries. Shortages in the availability of foreign currency may
restrict the ability of our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other
payments to us or otherwise satisfy the foreign currency denominated or settled obligations of the Issuer
and us, such as the Bonds and the Guarantee. Under existing PRC foreign exchange regulations,
payments of certain current account items can be made in foreign currencies without prior approval from
the local branch of SAFE, by complying with certain procedural requirements. However, approval from
the appropriate government authorities is required where Renminbi is to be converted into foreign
currency and remitted to a jurisdiction outside China to pay capital expenses such as the repayment of
bank loans denominated in foreign currencies. The PRC government may also, at its discretion, restrict
access to foreign currencies for current account transactions in the future. If the PRC foreign exchange
control system prevents us from obtaining sufficient foreign currency to satisfy our currency demands,
our PRC subsidiaries may not be able to pay dividends in foreign currencies to us and the Issuer and we
may not be able to service our respective debt obligations denominated or settled in foreign currencies,
such as the Bonds and the Guarantee.

There are significant uncertainties under the PRC enterprise income tax law relating to the
withholding tax liabilities of our PRC subsidiaries.

Under the Enterprise Income Tax Law of the PRC adopted in March 2007 and revised on 29
December 2018 and the Implementation Rules of the Enterprise Income Tax Law of the PRC adopted in
December 2007 and revised on 23 April 2019 (collectively, the “EIT Law”), the profits of a foreign
invested enterprise generated in 2008 and onwards which are distributed to its immediate holding
company outside the PRC are subject to a withholding tax rate of 10% or a lower treaty rate. Pursuant to
a special arrangement between Hong Kong and the PRC, such rate is lowered to 5% if a Hong Kong
resident enterprise directly owns over 25% of a PRC company. Some of our PRC subsidiaries are
currently wholly owned by our Hong Kong subsidiaries. However, according to the Circular of State
Administration of Taxation on Printing and Issuing the Administrative Measures for Non-resident
Individuals and Enterprises to Enjoy the Treatment Under Taxation Treaties, which became effective on
I October 2009, the 5% withholding tax rate does not automatically apply and approvals from
competent local tax authorities are required before an enterprise can enjoy any benefits under the
relevant taxation treaties. Moreover, according to a tax circular issued by SAT in February 2009, if the
main purpose of an offshore arrangement is to obtain a preferential tax treatment, PRC tax authorities
have the discretion to adjust the preferential tax rate for which an offshore entity would otherwise be
eligible. PRC tax authorities might not grant approvals on the 5% withholding tax rate on dividends
received by our subsidiaries in Hong Kong from our PRC subsidiaries.
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Under the EIT Law, we may be classified as a “resident enterprise” of China. Such classification
could result in unfavourable tax consequences to us and our non-PRC Bondholders.

Under the EIT Law, an enterprise established outside of China with “de facto management
organisation” located within China will be considered a ‘“‘resident enterprise”, and consequently will be
treated in a manner similar to a Chinese enterprise for enterprise income tax purposes. The implementing
rules of the EIT Law define “de facto management” as ‘“‘substantial and overall management and control
over the production and operations, personnel, accounting, and properties” of the enterprise. In April
2009, July 2011 and January 2014, the SAT issued several circulars to clarify certain criteria and
administrative procedures for the determination of the “de facto management organisation” for foreign
enterprises controlled by PRC enterprises. If PRC tax authorities determine that the Issuer or we are a
“resident enterprise” for PRC enterprise income tax purposes, a number of unfavourable PRC tax
consequences could follow. The Issuer or we may be subject to enterprise income tax at a rate of 25%
on our worldwide taxable income as well as PRC enterprise income tax reporting obligations. If the PRC
tax authorities determine that the Issuer is a “resident enterprise” for PRC enterprise income tax
purposes, income such as interest from any investment of any portion of the offering proceeds and other
income sourced from outside the PRC would be subject to PRC enterprise income tax at a rate of 25%,
whereas no direct tax is imposed on enterprises under the laws of the British Virgin Islands or the laws
of Bermuda. Furthermore, if the Issuer is considered a ‘“resident enterprise”, interest payable to
Bondholders and any gains realised from the transfer of the Bonds may be treated as income derived
from sources within China. Non-resident enterprise holders may be subject to PRC withholding tax or
PRC tax at a rate of 10%, or a lower treaty rate as applicable, and non-resident individual holders may
be subject to PRC withholding tax or PRC tax at a rate of 20% (or lower rate if available under an
applicable tax treaty). If the Issuer is required under the EIT Law to withhold PRC tax on our interest
payable to our non-resident Bondholders, it will be required to pay such additional amounts as will
result in receipt by a holder of a Bond of such amounts as would have been received by the holder had
no such withholding been required. The requirement to pay additional amounts will increase the cost of
servicing interest payments on the Bonds, and could have a material adverse effect on the ability of the
Issuer to pay interest on, and repay the principal amount of, the Bonds, as well as our profitability and
cash flow. In addition to the uncertainty as to the application of the “resident enterprise” classification,
the PRC government could amend or revise the taxation laws, rules and regulations to impose stricter
tax requirements, higher tax rates or apply the EIT Law, or any subsequent changes in PRC tax laws,
rules or regulations retroactively. As there may be different applications of the EIT Law and any
amendments or revisions, comparisons between our past financial results may not be meaningful and
should not be relied upon as indicators of our future performance. If such changes occur or are applied
retroactively, they could materially and adversely affect our results of operations and financial condition.

Fluctuations in the value of the Renminbi may have a material adverse effect on our business.

The Bonds are denominated in U.S. dollars, while substantially all of our revenues are generated
by our PRC operating subsidiaries and are denominated in Renminbi. Pursuant to reforms of the
exchange rate system announced by the PBOC on 21 July 2005, RMB-to-foreign currency exchange
rates are allowed to fluctuate within a narrow and managed band against a basket of foreign currencies,
rather than being effectively linked to the U.S. dollar. There remains significant international pressure
on the PRC government to adopt a more flexible currency policy. On 19 June 2010, the PBOC
announced its intention to further reform the Renminbi exchange rate regime by allowing greater
flexibility in the Renminbi exchange rate, which could result in a further and more significant
appreciation of the Renminbi against the U.S. dollar or other foreign currency. These changes in
currency policy resulted in the Renminbi appreciating against the U.S. dollar by approximately 28.8%
from 21 July 2005 to 31 December 2011, according to rates published by Bloomberg.
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On 11 August 2015, to improve the central parity quotations of the Renminbi against the U.S.
dollar, the PBOC authorised market-makers to provide central parity quotations to the China Foreign
Exchange Trading Centre daily before the opening of the interbank foreign exchange market with
reference to the interbank foreign exchange market closing rate of the previous day, the supply and
demand for foreign exchange as well as changes in major international currency exchange rates.

Following the announcement by the PBOC on 11 August 2015, the Renminbi depreciated
significantly against the U.S. dollar. The International Monetary Fund announced on September 30,
2016 that, effective from October 1, 2016, Renminbi will be added to its Special Drawing Rights
currency basket. Such change and additional future changes may increase the volatility in the trading
value of the Renminbi against foreign currencies. On 5 August 2019, the PBOC set the Renminbi’s daily
reference rate above 7 per U.S. dollar for the first time in over a decade amidst an uncertain trade and
global economic climate. Start from June 2020, China’s economy has come roaring back from the depths
of the coronavirus pandemic and its currency has joined the ride. Renminbi has surged in strength
against the U.S. dollar.

The PRC government may adopt further reforms of its exchange rate system, including making the
Renminbi freely convertible in the future. If such reforms were implemented and resulted in devaluation
of the Renminbi against the U.S. dollar, our financial condition and results of operations could be
adversely affected because of our substantial U.S. dollar-denominated indebtedness and other
obligations. Such a devaluation could also adversely affect the value, translated or converted to U.S.
dollars or otherwise, of our earnings and our ability to satisfy our obligations under the Bonds.

There are limited hedging instruments available in China to reduce our exposure to exchange rate
fluctuations between the Renminbi and other currencies. The Group has been closely monitoring the
fluctuation in Renminbi exchange rate and has adopted necessary measures to minimise the impact
arising from adverse currency fluctuation including adjustment to the proportion of borrowings in
foreign currency and utilisation of foreign exchange hedging instruments such as forward foreign
exchange contracts or capped forward contracts.

The national and regional economies in the PRC and our prospects may be adversely affected by
natural disasters, acts of God, occurrence of epidemics, acts of war and other disasters, which in
turn affect our prospects.

Our business is subject to general economic and social conditions in the PRC. Natural disasters,
epidemics and other acts of God which are beyond our control may adversely affect the economy,
infrastructure and livelihood of the people in the PRC. Some regions in the PRC, including the cities
where we operate, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought, or
epidemics such as Severe Acute Respiratory Syndrome, or SARS, H5N1 avian flu, H7N9 flu, or the
human swine flu, also known as Influenza A (HINI). For instance, in May 2008, April 2010 and April
2013, high-magnitude earthquakes occurred in the Sichuan Province and the Qinghai Province. In
addition, past occurrences of epidemics, depending on their scale, have caused different degrees of
damage to the national and local economies in the PRC. In 2014, West Africa experienced the largest
outbreak of the Ebola virus to date, putting many countries globally on high alert for the Ebola virus,
which is highly contagious and persons infected with the virus have a high risk of death. A recurrence
of SARS or an outbreak of Ebola or of any other epidemics in the PRC, such as the HSN1 avian flu or
the human swine flu, or most recently, the novel coronavirus named COVID-19 by the World Health
Organization, especially in the cities where we have operations, may result in material disruptions to our
property development and our sales and marketing, which in turn may materially and adversely affect
our financial condition and results of operations.

Past occurrences of epidemics, depending on their scale, have caused different degrees of damage
to the national and local economies in the PRC. Another public health crisis in China triggered by a
recurrence of SARS or an outbreak of any other epidemics, including, for example, the ongoing COVID-
19 epidemic, especially in the cities where we have operations, may result in material disruptions to our
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property development and sales and the operation of commercial properties. For instance, after the
outbreak of COVID-19 epidemic, several cities in China where we have land bank and operations were
under a lockdown and have imposed travel restrictions in an effort to curb the spread of the highly
infectious coronavirus. As a result, sales offices and construction of our development projects were
temporarily shut down. Completion of our projects may be delayed and sales might be lower than
expected, which might in turn result in substantial increase in our development costs, late delivery of
properties and/or otherwise adversely affect our profitability and cash flows. Customers who have
previously entered into contracts to purchase properties may also default on their purchase contracts if
the economic situation further deteriorates as a result of the epidemic. In addition, the COVID-19
outbreak poses risks to the wellbeing of our employees and the safety of our workplace, which may
materially and adversely affect our business operation. Our ability to adequately staff, manage and/or
maintain daily operations may be adversely affected if the outbreak continues or further deteriorates.
Given the uncertainties as to the development of the outbreak at the moment, it is difficult to predict
how long these conditions will exist and the extent to which we may be affected.

In response to the COVID-19 pandemic, governments and central banks across the world have
introduced fiscal and monetary stimulus measures including tax cuts, direct subsidies, rate cuts, bond
repurchase programmes and suspension or relaxation of prudential bank capital requirements to stabilise
financial markets and provide liquidity support to companies that are affected by business disruptions.
However, as the COVID-19 outbreak is still ongoing, it is difficult to predict whether these measures
will be sufficient or effective in containing the economic impact, or whether more measures will be
required in the future should the outbreak of COVID-19 continue for a prolonged period. In light of
significant uncertainties and headwinds the global economy is facing, we cannot guarantee that this will
not have a material adverse impact on our business, financial condition and prospects.

Besides, the outbreak of communicable diseases, such as the COVID-19 outbreak on a global scale
may affect investment sentiment and result in sporadic volatility in global capital markets or adversely
affect China and other economies. Such outbreak has resulted in restrictions on travel and public
transportation and prolonged closures of workplaces, which may have a material adverse effect on the
global economy. Any material change in the financial markets, the PRC economy or regional economies
as a result of these events or developments may materially and adversely affect our business, financial
condition and results of operations.

Acts of war and terrorist attacks may cause damage or disruption to us, our employees and our
markets, any of which could materially impact our sales, cost of sales, overall results of operations and
financial condition. The potential for war or terrorist attacks may also cause uncertainty and cause our
business to suffer in ways that currently we cannot predict.

It may be difficult to effect service of process upon us or our Directors or senior officers who
reside in China or to enforce against them in China any judgments obtained from non-PRC courts.

A significant portion of our assets and our subsidiaries are located in the PRC. In addition, most of
our Directors and officers reside in the PRC, and the assets of our Directors and officers may also be
located in the PRC. As a result, it may not be possible to effect service of process outside the PRC upon
most of our Directors and officers, including with respect to matters arising under applicable securities
laws. A judgment of a court of another jurisdiction may be reciprocally recognised or enforced in the
PRC if that jurisdiction has a treaty with the PRC or if judgments of the PRC courts have been
recognised before in that jurisdiction, subject to the satisfaction of any other requirements. However,
China does not have treaties providing for the reciprocal recognition and enforcement of judgments of
courts with many western countries. As a result, recognition and enforcement in the PRC or Hong Kong
of judgments of a court in any of these jurisdictions may be difficult.
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The PRC government has no obligations under the Bonds and the repayment obligations under the
Bonds and the Guarantee remain the sole obligation of the Issuer and the Guarantor.

The PRC government is not an obligor and Bondholders shall have no recourse to the PRC
government in respect of any obligation arising out of or in connection with the Bonds or the Guarantee
in lieu of the Issuer or the Guarantor. This position has been reinforced by the Circular of the Ministry
of Finance on Issues relevant to the Regulation on the Financing Activities Conducted by Financial
Institutions for Local Governments and State-owned Enterprises (B4 BCH B 72 KR & <6 fifl 10> 35 1 3t 77 BURF
MEA BHERFETAA BB ENAER > M4$[2018]23%%)(the “MOF Circular”) promulgated on 28
March 2018 and which took effect on the same day and the Circular of the National Development and
Reform Commission and the Ministry of Finance on Improvement of Market Regulatory Regime and
Strict Prevention of Foreign Debt Risks and Local Government Indebtedness Risks (B¢ %% f@ i % f
BCHT 7R 52 25 11 35 %09 SROME 1 i 4 75 o6 /M L B R 1t 75 {8 765 T B O 28 K0 > 3% PSR (2018170657 ) (the
“Joint Circular”) promulgated on 11 May 2018 and which took effect on the same day MOF Circular
and the Joint Circular. Both MOF Circular and the Joint Circular are relatively new, and because of the
limited volume of published decisions, the interpretation and enforcement of these laws and regulations
involve uncertainties. The PRC government as the ultimate shareholder of the Guarantor only has
limited liability in the form of its equity contribution in the Guarantor. As such, the PRC government
does not have any payment obligations under the Bonds or the Guarantee. Such payment is solely to be
repaid by the Issuer (and the Guarantee by the Guarantor) as independent legal persons. In addition, any
ownership or control by the PRC government does not necessarily correlate to, or provide any assurance
as to, any of the Issuer’s or the Guarantor’s financial condition. Therefore, investors should base their
investment decision only on the financial condition of the Issuer, the Guarantor and the Group and base
any perceived credit risk associated with an investment in the Bonds only on the Group’s own financial
information reflected in its financial statements.

RISKS RELATING TO THE BONDS, THE GUARANTEE AND THE KEEPWELL DEED

China Minmetals’ Keepwell Deed is not a guarantee of the payment obligations under the Bonds or
the Guarantee.

China Minmetals will enter into the Keepwell Deed in relation to the Bonds. See “Description of
the Keepwell Deed”. However, neither the Keepwell Deed nor any actions taken by China Minmetals
thereunder shall be deemed to constitute a guarantee by China Minmetals of the payment of any
obligation, indebtedness or similar liability, of any kind or character whatsoever, of the Issuer the
Guarantor under the laws of any jurisdiction. China Minmetals therefore shall not have any obligation to
make direct payment or any similar liabilities and thereby disclaims any direct payment obligation and/
or any similar liabilities under the Keepwell Deed. Furthermore, even if China Minmetals intends to
perform its obligations under the Keepwell Deed, such performance may be subject to governmental or
regulatory approvals, permits and filings pursuant to applicable laws. In addition, any claim against
China Minmetals in relation to the Keepwell Deed will be effectively subordinated to all existing and
future obligations of China Minmetals’ subsidiaries, particularly its PRC operating subsidiaries, and all
claims by creditors of such subsidiaries (which do not guarantee the Bonds) will have priority to the
assets of such entities over the claims of the Trustee, the Issuer and us under the Keepwell Deed. It is
also uncertain whether the obligations of a keepwell provider under a keepwell deed will be recognised
in any bankruptcy process in the PRC.

The Issuer is currently a special purpose finance vehicle and payments with respect to the Bonds
are dependent upon cash flow from other members of the Group.

The Issuer is a company incorporated in the British Virgin Islands and is currently a special
purpose finance vehicle with no material operations or significant assets other than receivables from on-
lending of the proceeds of the issue of bonds. The Issuer will invest in or on-lend the proceeds from the
issue of the Bonds to one or more of our subsidiaries. The Issuer’s ability to make payments under the
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Bonds will depend on its receipt of timely payments from us and/or one or more of our subsidiaries that
borrow or have received investments using the net proceeds of the issue of the Bonds by means of such
intercompany loans or advances or investments.

The PRC government is not an obligor of the Bonds or the Guarantee or the obligation under the
Keepwell Deed, and there will be no recourse to the PRC government in respect of any obligation
arising out of or in connection with the Bonds, the Guarantee or the Keepwell Deed. This is supported
by the recently promulgated MOF Circular, and the Joint Circular. Both the MOF Circular and the Joint
Circular do not, however, restrict the PRC government from providing relevant support to our Group or
China Minmetals as the Keepwell Provider, provided that such support is granted in compliance with
relevant PRC laws.

The Issuer is not prohibited from issuing other securities.

There is no restriction on the amount of securities that the Issuer may issue. The issue of any such
securities may reduce the amount recoverable by investors in the Bonds upon the Issuer’s bankruptcy,
winding-up or liquidation.

We are a holding company and payments under the Guarantee are effectively subordinated to
certain liabilities, contingent liabilities and obligations of our subsidiaries.

We are a holding company with no material operations. We conduct substantially all of our
operations through our PRC subsidiaries. The Bonds will not be guaranteed by any current or future
subsidiaries. Our primary assets are ownership interests in our PRC subsidiaries. Accordingly, our
ability to satisfy our obligations under the Guarantee will depend upon our receipt of principal and
interest payments on any intercompany loans and distributions of dividends from our subsidiaries.

Other creditors, including trade creditors of our subsidiaries and any holders of preferred shares in
our subsidiaries, would have a claim on our subsidiaries’ assets that would be prior to the claims of
holders of the Bonds. As a result, our payment obligations under the Guarantee will be effectively
subordinated to all existing and future obligations of our subsidiaries, including their obligations under
guarantees they have issued or will issue in connection with business operations, and all claims of
creditors of our subsidiaries will have priority as to the assets of such entities over our claims and those
of our creditors, including holders of the Bonds.

Our subsidiaries are subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to us.

As a holding company, we depend on the receipt of dividends and the interest and principal
payments on intercompany loans or advances from our subsidiaries, including our PRC subsidiaries, to
satisfy our obligations, including the obligations under the Guarantee. The ability of our subsidiaries to
pay dividends and make payments on intercompany loans or advances to their shareholders is subject to,
among other things, distributable earnings, cash flow conditions, restrictions contained in the articles of
association of our subsidiaries, applicable laws and restrictions contained in the debt instruments of such
subsidiaries. In addition, if any of our subsidiaries raises capital by issuing equity securities to third
parties, dividends declared and paid with respect to such shares would not be available to us to make
payments under the Guarantee. These restrictions could reduce the amounts that we receive from our
subsidiaries, which would restrict our ability to meet our payment obligations under the Guarantee.

PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations and such profits differ from
profits determined in accordance with HKFRS in certain significant respects, including the use of
different bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to set
aside a portion of their after-tax profits according to relevant PRC laws and regulations to fund certain
reserves that are not distributable as cash dividends by the board of directors. In addition, since 1
January 2008, dividends paid by our PRC subsidiaries to their non-PRC parent companies are subject to
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a 10% withholding tax, unless there is a tax treaty between the PRC and the jurisdiction in which the
overseas parent company is incorporated, which specifically exempts or reduces such withholding tax.
As a result of such limitations, there could be timing limitations on payments from our PRC subsidiaries
to meet payments required by the Guarantee, and there could be restrictions on payments required to
redeem the Bonds at maturity or as required for any early redemption.

As a result of the foregoing, we might not have sufficient cash flow from dividends or payments
on intercompany loans or advances from our subsidiaries to satisfy our obligations under the Guarantee.

The insolvency laws of the British Virgin Islands and Bermuda and other local insolvency laws
may differ from those of jurisdictions with which you are familiar.

The Issuer is incorporated under the laws of the British Virgin Islands, and we are incorporated
under the laws of Bermuda. Accordingly, an insolvency proceeding relating to the Issuer or us,
regardless of where they are brought, might involve the insolvency laws of the British Virgin Islands or
Bermuda, the procedural and substantive provisions of which may differ from comparable provisions of
bankruptcy laws of other jurisdictions.

The Bonds and the Guarantee are unsecured obligations.

As the Bonds and the Guarantee are unsecured obligations, the repayment of the Bonds and
payment under the Guarantee may be compromised if

. the Issuer or we enter into bankruptcy, liquidation, reorganisation or other winding-up
proceedings;
. there is a default in payment under the future secured indebtedness or other unsecured

indebtedness of the Issuer or us; or
. there is an acceleration of any of the indebtedness of the Issuer or us.

If any of these events were to occur, the assets of the Issuer and us may not be sufficient to make
payments to pay amounts due on the Bonds or the Guarantee.

The Trust Deed and the Conditions do not contain restrictive financial or operating covenants.

The Trust Deed and the Conditions will contain various covenants intended to benefit the interests
of the holders of the Bonds that limit our ability to, among other things, incur certain secured debt.
These covenants are subject to a number of important exceptions and qualifications. For more details,
see “Terms and Conditions of the Bonds”. The Trust Deed and the Conditions, however, do not contain
restrictive financial or operating covenants or restrictions on the payments of dividends, the incurrence
of indebtedness or the issuance or repurchase of securities by us. In addition, the Trust Deed and the
Conditions do not contain any other covenants or provisions that require the Issuer or our company to
achieve or maintain any minimum financial results relating to their respective financial position or
results of operations. Our ability to recapitalise, incur additional debt and take other actions that are not
limited by the terms of the Trust Deed or the Conditions could have the effect of diminishing the ability
of the Issuer or us to make payments on the Bonds or the Guarantee when due.

The Issuer may not be able to redeem the Bonds upon a Change of Control.

The Issuer must offer to redeem the Bonds upon the occurrence of a Change of Control (as defined
in the Terms and Conditions of the Bonds), at a purchase price equal to 101% of the principal amount
plus accrued interest. See “Terms and Conditions of the Bonds”. The source of funds for any such
redemption may be our available cash or third-party financing. However, the Issuer may not have
enough available funds at the time of the occurrence of any Change of Control to make purchases of
outstanding Bonds. If an event constituting a Change of Control occurs at a time when the Issuer is
prohibited from redeeming the Bonds, the Issuer may seek the consent of the lenders under such

49



indebtedness to purchase the Bonds or may attempt to refinance the borrowings that contain such
prohibition. If such a consent to repay such borrowings is not obtained, the Issuer may be unable to
redeem the Bonds. The Issuer’s failure to make the offer to redeem or purchase the outstanding Bonds
would constitute an event of default under the Bonds. The event of default may, in turn, constitute an
event of default under other indebtedness, any of which could cause the related debt to be accelerated
after any applicable notice or grace periods. If the Issuer’s other debt were to be accelerated, it may not
have sufficient funds to redeem the Bonds and repay the debt.

Certain of the events constituting a Change of Control under the Bonds may also constitute an
event of default under certain of our or our subsidiaries’ debt instruments, requiring repurchase of such
debt or otherwise cancelling our lenders’ commitments under such debt instruments. In addition, future
debt of the Issuer may also (1) prohibit us from purchasing Bonds in the event of a Change of Control;
(2) provide that a Change of Control is a default; or (3) require repurchase of such debt upon a Change
of Control. Moreover, the exercise by the Bondholders of their right to require the Issuer to redeem the
Bonds could cause a default under our or our subsidiaries’ other indebtedness, even if the Change of
Control itself does not, due to the financial effect of the redemption on us and our subsidiaries.

Credit ratings may not reflect all risks and no credit rating agencies have assigned ratings to the
Bonds. Any downgrade in China Minmetals’ credit ratings could adversely affect our business or
liquidity.

The Bonds have not been assigned ratings by any rating agencies, and neither the Issuer nor the
Guarantor has requested any rating agencies to assign ratings to the Bonds. Ratings assigned by rating
agencies represent such rating agencies’ assessment of the ability of an issuer to perform its obligations
under the terms and conditions of the issuer’s bonds and credit risks in determining the likelihood that
payments will be made when due under the issuer’s bonds. The Issuer and we currently have no plans to
obtain ratings on the Bonds from any credit rating agencies. If the Issuer or we in the future obtain
ratings on the Bonds from any rating agencies, such ratings (and any subsequent revision, downgrade or
withdrawal of such ratings) may adversely affect the market price of the Bonds and the ability of the
Issuer or us to access the debt capital markets in the future that in turn may have a material adverse
effect on our financial condition and results of operations.

We have not been assigned a rating by any credit rating agencies. China Minmetals has been
assigned a rating of “Baal” by Moody’s, “BBB+" by S&P and “BBB+” by Fitch with a stable outlook.
The ratings may not fully reflect the potential impact of all risks relating to the structure, market and
other factors in relation to the Bonds as discussed in this Offering Circular. China Minmetals is not a
guarantor of the Issuer’s obligations under the Bonds. See
guarantee of the payment obligations under the Bonds or the Guarantee.”

— China Minmetals’ Keepwell Deed is not a

China Minmetals’ rating may be affected by changes in its results of operations, capital structure
or other factors, which will mean certain risks for the investors. In addition, there can be no assurance
that a rating will remain unchanged during a specific period of time, or the rating agency will not
downgrade or withdraw a rating based on its assessment of the future developments or as a result of the
adoption of a different rating methodology. Any adverse revision to China Minmetals’ corporate ratings
or the sovereign ratings of the PRC by rating agencies may adversely affect our business, financial
performance and market price of the Bonds.

If the Issuer or we are unable to comply with the terms of the Trust Deed governing the Bonds
and the Guarantee or our future debt agreements, there could be a default under those
agreements, which could cause repayment of our debt to be accelerated.

If the Issuer or we are unable to comply with the terms in the Trust Deed governing the Bonds and
the Guarantee or future debt obligations and other agreements, there could be a default under those
agreements. If that occurs, the holders of the debt could terminate their commitments to lend to us,
accelerate repayment of the debt and declare all outstanding amounts due and payable or terminate the
agreements, as the case may be. Furthermore, the Trust Deed governing the Bonds and the Guarantee
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contains, and our future debt agreements are likely to contain, cross-acceleration or cross-default
provisions. As a result, our default under one debt agreement may cause the acceleration of repayment
of not only such debt but also other obligations, including the Bonds and the Guarantee, or result in a
default under our other debt agreements, including the Trust Deed governing the Bonds and the
Guarantee. If any of these events occur, our assets and cash flow might not be sufficient to repay in full
all of our indebtedness and we might not be able to find alternative financing. Even if we could obtain
alternative financing, it might not be on terms that are favourable or acceptable to us.

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

The Bonds are a new issue of securities for which there is currently no trading market. Application
will be made for the listing of the Bonds on the Hong Kong Stock Exchange and neither the Issuer nor
we can assure you that it will be able to maintain a listing on the Hong Kong Stock Exchange and, even
if listed, a liquid trading market might not develop. If no active trading market develops, you may not
be able to resell your Bonds at their fair market value or at all. Future trading prices of the Bonds will
depend on many factors, including prevailing interest rates, our operating results and the market for
similar securities. The Issuer and we have been advised that the Joint Bookrunners intend to make a
market in the Bonds, but the Initial Purchasers are not obligated to do so and may discontinue such
market making activity at any time without notice. In addition, the Bonds are being offered pursuant to
exemptions from registration under the Securities Act and, as a result, you will only be able to resell
your Bonds in transactions that have been registered under the Securities Act or in transactions not
subject to or exempt from registration under the Securities Act. See “Subscription and Sale”. The Issuer
and we cannot predict whether an active trading market for the Bonds will develop or be sustained.

Any failure to complete the relevant filings under the NDRC Notice within the prescribed time
frame may have adverse consequences for the Issuer and/or the investors of the Bonds.

NDRC issued the NDRC Notice on 14 September 2015, which came into effect on the same day.
According to the NDRC Notice, domestic enterprises and their overseas controlled entities shall procure
the registration of any debt securities issued outside the PRC with NDRC prior to the issue of the
securities and notify the particulars of the relevant issues within 10 PRC Business Days after the
completion of the issue of the securities. The NDRC Notice is silent on the legal consequences of
non-compliance with the pre-issue registration requirement. China Minmetals has obtained the NDRC
pre-issuance registration on 11 April 2018. Similarly, the legal consequences of non-compliance with the
post-issue notification requirement under the NDRC Notice is unclear. In the worst-case scenario, such
non-compliance with the post-issue notification requirement under the NDRC Notice may result in it
being unlawful for the Issuer to perform or comply with any of its obligations under the Bonds and the
Bonds might be subject to redemption as provided in Condition 4 of the Terms and Conditions of the
Bonds. Potential investors of the Bonds are advised to exercise due caution when making their
investment decisions. We undertake to file or cause to be filed with the NDRC, within the time period
prescribed by the NDRC or pursuant to relevant laws and regulations after the Issue Date, the requisite
information and documents in accordance with the NDRC Notice.

The liquidity and price of the Bonds following the offering may be volatile.

The price and trading volume of the Bonds may be highly volatile. Factors such as variations in
our revenues, earnings and cash flows and proposals for new investments, strategic alliances and
acquisitions, interest rates and fluctuations in price for comparable companies could cause the price of
the Bonds to change. Any such developments may result in large and sudden changes in the trading
volume and price of the Bonds.

International financial markets and world economic conditions may adversely affect the market
price of the Bonds.

The market price of the Bonds may be adversely affected by declines in the international financial
markets and world economic conditions. The market for the Bonds is, to varying degrees, influenced by
economic and market conditions in other markets, especially those in Asia. Although economic
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conditions are different in each country, investors’ relations to developments in one country can affect
the securities markets and the securities in other countries. The market price of the Bonds could be
adversely affected by any significant volatility in the global financial market.

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

There may be less publicly available information about companies listed in Hong Kong than is
regularly made available by public companies in certain other countries. In addition, the financial
information in this Offering Circular has been prepared in accordance with HKFRS, which differ in
certain respects from generally accepted accounting principles in other jurisdictions, or other GAAPs,
which might be material to the financial information contained in this Offering Circular. We have not
prepared a reconciliation of our consolidated financial statements and related footnotes between HKFRS
and other GAAPs. In making an investment decision, you must rely upon your own examination of the
Issuer, China Minmetals and us, the terms of the offering and our financial information. You should
consult your own professional advisers for an understanding of the differences between HKFRS and
other GAAPs and how those differences might affect the financial information contained in this Offering
Circular.

Decisions that may be made on behalf of all holders of the Bonds may be adverse to the interests
of individual holders of the Bonds.

The Terms and Conditions of the Bonds contain provisions for calling meetings of holders of the
Bonds to consider matters affecting their interests generally. These provisions permit defined majorities
to bind all holders of the Bonds including holders who did not attend and vote at the relevant meeting
and holders who voted in a manner contrary to the majority. Furthermore, there is a risk that the
decision of the majority of the holders of the Bonds may be adverse to the interests of the individuals.

Modifications and waivers may be made in respect of the Terms and Conditions of the Bonds, the
Trust Deed and the Agency Agreement by the Trustee.

The Terms and Conditions of the Bonds also provide that the Trustee may (but shall not be obliged
to) agree, without the consent of the Bondholders, to (i) any modification of the Bonds, any of the
Terms and Conditions of the Bonds or any of the provisions of the Trust Deed, the Keepwell Deed or
the Agency Agreement that in its opinion is of a formal, minor or technical nature or to correct a
manifest error or to comply with any mandatory provision of law, and (ii) any other modification
(except as mentioned in the Trust Deed), and any waiver or authorisation of any breach or proposed
breach, of the Bonds, any of the Terms and Conditions of the Bonds or any of the provisions of the
Trust Deed, the Keepwell Deed or the Agency Agreement that is in the opinion of the Trustee not
materially prejudicial to the interest of the Bondholders.

The Trustee may request the holders of the Bonds to provide an indemnity, security or prefunding
to its satisfaction.

In certain circumstances, the Trustee may (at its sole discretion) request the holders of the Bonds
to provide an indemnity and/or security and/or prefunding to its satisfaction before it takes actions on
behalf of the holders of the Bonds. The Trustee will not be obliged to take any such actions if not
indemnified and/or secured and/or prefunded to its satisfaction. Negotiating and agreeing to an
indemnity and/or security and/or prefunding can be a lengthy process and may have an impact on when
such actions can be taken. The Trustee may not be able to take actions, notwithstanding the provision of
any indemnity or security or prefunding to it, in breach of the terms of the Trust Deed or in
circumstances where there is uncertainty or dispute as to the applicable laws or regulations and, to the
extent permitted by the agreements and the applicable law, it will be for the Bondholders to take such
actions directly.
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Interest payment and gains on the transfer of the Bonds may be subject to income tax, VAT and
local surcharges under PRC tax laws.

Under the EIT Law, any gains realised on the transfer of the Bonds by holders who are deemed
under the EIT Law as non-resident enterprises may be subject to PRC enterprise income tax if such
gains are regarded as income derived from sources within the PRC. If the Issuer is treated as a PRC
“resident enterprise”, the interest the Issuer pays in respect of the Bonds may be subject to PRC
withholding tax at a rate of 10% if paid to a non-PRC resident enterprise holder of the Bonds and 20%
if paid to a non-PRC resident individual holder of the Bonds, and any gain a holder may realize from
the transfer of the Bonds, may be treated as income derived from sources within the PRC and may be
subject to PRC withholding tax at a rate of up to 10% in the case of a non-PRC resident enterprise
holder and 20% in the case of a non-PRC resident individual holder (in each case unless an applicable
treaty provides otherwise). According to an arrangement between Mainland China and Hong Kong for
the avoidance of double taxation, Bondholders who are Hong Kong residents, including both enterprise
holders and individual holders, may be exempted from PRC income tax on capital gains derived from a
sale or exchange of the Bonds.

On 23 March 2016, MOF and SAT jointly issued the Circular of Full Implementation of Business
Tax to VAT Reform (Cai Shui [2016] No. 36)(CEf}S 2 i B & 6 M e AERE (B R AR AR (HF
Fi[2016]365%)) (the “Circular 36”), which stipulates that VAT will be applicable where the entities or
individuals provide financial services, such as providing the loans within the PRC. The services are
treated as being sold within the PRC where either the service provider or the service recipient is located
in the PRC. It is further clarified under Circular 36 that “loans” refer to the activity of lending capital
for another’s use and receiving the interest income thereon. Based on the definition of “loans™ under
Circular 36, the issuance of Bonds is likely to be treated as the Bond holders providing “loans™ to the
Issuer, which will therefore be regarded as financial services for VAT purposes. In the event the Issuer
is deemed to be a PRC resident enterprise in the PRC by the PRC tax authorities, the Note holders may
be regarded as providing financial services within the PRC and consequently, the amount of interest
payable by the Issuer to any non-resident Bonds holders may be subject to withholding VAT at the rate
of 6% plus related local surcharges. It is uncertain whether VAT is applicable to any transfer of the
Bond between entities or individuals outside the PRC, but VAT shall be applicable if either the seller or
buyer of Bonds is located inside the PRC. However, individuals (including non-resident individuals) are
exempt from VAT for transfer of financial products. If VAT is exempted, local surcharges shall also be
exempted.

If a Bondholder, being a non-resident enterprise or non-resident individual, is required to pay any
PRC income tax, VAT and local surcharges on interest payment and gains on the transfer of the Bonds,
the value of the relevant Bondholder’s investment in the Bonds may be materially and adversely
affected.

The Bonds may not be a suitable investment for all investors.
Each potential investor in any Bond must determine the suitability of that investment in light of its

own circumstances. In particular, each potential investor should:

. have sufficient knowledge and experience to make a meaningful evaluation of the relevant
Bonds, the merits and risks of investing in the relevant Bonds and the information contained
in this Offering Circular;

. have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of
its particular financial situation, an investment in the relevant Bonds and the impact such

investment will have on its overall investment portfolio;

. have sufficient financial resources and liquidity to bear all of the risks of an investment in
the relevant Bonds;
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. understand thoroughly the terms of the relevant Bonds and be familiar with the behaviour of
any relevant indices and financial markets; and be able to evaluate (either alone or with the
help of a financial adviser) possible scenarios for economic, interest rate and other factors
that may affect its investment and its ability to bear the applicable risks.

A potential investor should not invest in Bonds which are complex financial instruments unless it
has the expertise (either alone or with the help of a financial adviser) to evaluate how the Bonds will
perform under changing conditions, the resulting effects on the value of such Bonds and the impact this
investment will have on the potential investor’s overall investment portfolio.

Additionally, the investment activities of certain investors are subject to legal investment laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult its
legal advisers to determine whether and to what extent (a) Bonds are legal investments for it, (b) Bonds
can be used as collateral for various types of borrowing and (c) other restrictions apply to its purchase
of any Bonds. Financial institutions should consult their legal advisers or the appropriate regulators to
determine the appropriate treatment of Bonds under any applicable risk-based capital or similar rules.

The Bonds may not be a suitable investment for all investors seeking exposure to green, social or
sustainable assets.

We have developed our sustainable finance framework and intend to adopt certain obligations with
respect to the issue of the Bonds as described in the section entitled “Bonds Being Issued as Sustainable
Bonds” (the “Sustainable Finance Framework’). We intend to issue the Bonds to use the net proceeds
for refinancing of existing indebtedness in accordance with our Sustainable Finance Framework. We
have engaged Sustainalytics and S&P, independent firms that specialize in rating environmental and
corporate governance performance, to provide a second party opinion (“SPO”) on our Sustainable
Finance Framework and to confirm the alignment with the various principles described in the “Purpose”
section of “Sustainable Finance Framework”. The SPOs are available on our website. We cannot
guarantee that we will be able to comply with the obligations as set out in the Sustainable Finance
Framework. However, it will not be an event of default under the terms of the Bonds if we fail to
comply with such obligations. Such failure may affect the value of the Bonds and/or may have
consequences for certain investors with portfolio mandates to invest in green assets. Therefore, the
Bonds may not be a suitable investment for all investors seeking exposure to green, social or sustainable
assets.

There is currently no market consensus on what precise attributes are required for a particular
project to be defined as “green, social or sustainable” and therefore no assurance can be provided to
potential investors that the Eligible Projects (as defined in the Bonds Being Issued as Sustainable
Bonds) will continue to meet the relevant eligibility criteria or meet all investor expectations regarding
environmental impact. Although applicable green, social or sustainable projects are expected to be
selected in accordance with the categories recognized in various principles described in the Sustainable
Finance Framework and are expected to be developed in accordance with applicable legislation and
standards, there can be no guarantee that adverse social and/or environmental developments will not
occur during the design, construction, commissioning and/or operation of any such Eligible Projects. In
addition, where any negative impacts are insufficiently mitigated, green, social or sustainable projects
may become controversial, and/or may be criticized by activist groups or other stakeholders.

The SPOs may not reflect the potential impact of all risks related to the structure, market,
additional risk factors discussed above and other factors that may affect the value of the Bonds. The
SPOs are not a recommendation to buy, sell or hold the Bonds and are only current as of the date that
each of the SPO was initially issued, and may be updated, suspended or withdrawn at any time.
Currently, the providers of second-party opinions are not subject to any regulatory regime or oversight.
A withdrawal of any of the SPOs or any failure to use the proceeds of the Bonds on projects within the
definition of the Eligible Projects, or to meet or continue to meet the investment requirements of certain
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environmentally-focused investors with respect to such Bonds, may have an adverse effect on the value
of the Bonds and/or may have adverse consequences for certain investors with portfolio mandates to
invest in green, social or sustainable assets.

In addition, in connection with the issue of the Bonds, the Issuer has requested the Hong Kong
Quality Assurance Agency (the “HKQAA”) to issue independent certification (a “HKQAA Pre-
issuance Stage Certificate”) confirming that the Bonds are in compliance with the requirements of the
Green and Sustainable Finance Certification Scheme operated by the HKQAA (the “HKQAA Green
and Sustainable Finance Certification Scheme”). The HKQAA Green and Sustainable Finance
Certification Scheme is a set of voluntary guidelines that aims to facilitate the development of green and
sustainable finance and the green and sustainable industry. The HKQAA Pre-issuance Stage Certificate
has been obtained for the Bonds.

The HKQAA Pre-issuance Stage Certificate is not incorporated into, and does not form part of this
Offering Circular. The HKQAA Pre-issuance Stage Certificate may not reflect the potential impact of all
risks related to the Bonds, their marketability, trading price or liquidity or any other factors that may
affect the price or value of the Bonds. The HKQAA Pre-issuance Stage Certificate is not a
recommendation to buy, sell or hold securities and is only current as of its date of issue.

No assurance can be provided with respect to the suitability or reliability of the SPOs or that the
Bonds will conform the Sustainable Finance Framework. Neither the independent assurance provider nor
the Joint Lead Managers have undertaken, or are responsible for, any assessment of the eligibility of
projects within the definition of Eligible Projects or the monitoring of the use of proceeds from the
offering of the Bonds. Each potential purchaser of the Bonds should determine for itself the relevance of
the information contained in this Offering Circular regarding the use of proceeds and its purchase of the
Bonds should be based upon such investigation as it deems necessary. None of the Sustainable Finance
Framework or the SPOs is incorporated into, or forms part of, this Offering Circular.

While it is the company’s intention to allocate an amount equal to the net proceeds received from
the offering to refinance eligible green and social projects in accordance with the Sustainable Finance
Framework, it would not be an event of default under the Trust Deed if it were to fail to comply with
such intention. Any failure to use the net proceeds in connection with such eligible projects, and/or any
failure to meet, or to continue to meet, the investment requirements of certain investors with
environmental and/or social concerns with respect to the Bonds, may affect the value and/or trading
price of the Bonds, and/or may have consequences for certain investors with portfolio mandates to
invest in green projects. In the event that the Bonds are included in any dedicated “green”,
“environmental”’, “sustainable” or other equivalently-labelled index, no representation or assurance is
given by the company or any other person that such listing or admission, or inclusion in such index,
satisfies any present or future investor expectations or requirements as regards to any investment criteria
or guidelines with which such investor or its investments are required to comply, whether by any present
or future applicable laws or regulations or by its own constitutive documents or other governing rules or
investment portfolio mandates.

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

The Bonds will initially only be issued in global certificated form and held through Euroclear and
Clearstream. Interests in the Global Certificates representing the Bonds will trade in book-entry form
only, and Bonds in definitive registered form will be issued in exchange for book-entry interests only in
very limited circumstances. Owners of book-entry interests will not be considered owners or holders of
the Bonds for purposes of the Trust Deed. A common depositary for Euroclear and Clearstream will be
the sole registered holder of the Global Certificates. Accordingly, you must rely on the procedures of
Euroclear or Clearstream, and if you are not a participant in Euroclear or Clearstream, on the procedures
of the participant through which you own your interest, to exercise any rights and obligations of a
holder of the Bonds under the Trust Deed.
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Upon the occurrence of an event of default under the Trust Deed, unless and until definitive
registered Bonds are issued in respect of all book-entry interests, if you own a book-entry interest, you
will be restricted to acting through Euroclear and Clearstream. The procedures to be implemented
through Euroclear and Clearstream may not be adequate to ensure the timely exercise of rights under the
Bonds. See “Summary of Provisions Relating to the Bonds in Global Form™.
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TERMS AND CONDITIONS OF THE BONDS

The following other than the words in italics is the text of the terms and conditions of the Bonds
which will appear on the reverse of each of the definitive certificates evidencing the Bonds:

The issue of the US$300,000,000 aggregate principal amount of 4.95 per cent. Guaranteed Bonds
due 2026 (the “Bonds”, which term shall include, unless the context requires otherwise, any additional
Bonds issued in accordance with Condition 15 and consolidated and forming a single series therewith)
was authorised by a resolution of the Board of Directors of Expand Lead Limited (}4F%5 FR/AE]) (the
“Issuer”) passed on 29 June 2021. The Bonds are guaranteed by Minmetals Land Limited (the
“Guarantor”). The giving of the Guarantee (as defined in Condition 3(b)) was authorised by a
resolution of the Board of Directors of the Guarantor on 29 June 2021. The Bonds are constituted by a
Trust Deed (as amended or supplemented from time to time, the “Trust Deed”) dated on or about 22
July 2021 between the Issuer, the Guarantor and Bank of Communications Trustee Limited (the
“Trustee”, which expression shall include all persons for the time being acting as the trustee or trustees
under the Trust Deed) as trustee for itself and the holders of the Bonds. These terms and conditions
include summaries of, and are subject to, the detailed provisions of the Trust Deed, which includes the
form of the Bonds.

Copies of the Trust Deed and the Agency Agreement (as amended or supplemented from time to
time, the “Agency Agreement”) dated on or about 22 July 2021 relating to the Bonds between the
Issuer, the Guarantor, the Trustee, Bank of Communications Co., Ltd. Hong Kong Branch as registrar
(the “Registrar”), Bank of Communications Co., Ltd. Hong Kong Branch as transfer agent (the
“Transfer Agent” and together with any other transfer agents appointed from time to time, the
“Transfer Agents”) and as initial principal paying agent (the “Principal Paying Agent”), and any
other agents named therein, are available for inspection during usual business hours upon prior or
written request and satisfactory proof of holding at the specified office of the Trustee (presently at 1/F
Far East Consortium Bldg., 121 Des Voeux Road Central, Hong Kong) and at the specified office of the
Principal Paying Agent. “Agents” means the Principal Paying Agent, the Registrar, the Transfer Agent
and any other agent or agents appointed from time to time with respect to the Bonds. Certain provisions
of these Conditions (as defined below) are summaries of the Trust Deed and the Agency Agreement and
subject to their detailed provisions. The Bonds also have the benefit of a keepwell deed dated on or
about 22 July 2021 (the “Keepwell Deed”) entered into by the Issuer, the Guarantor and China
Minmetals Corporation (““China Minmetals’”). The Bondholders are entitled to the benefit of, are bound
by, and are deemed to have notice of, all the provisions of the Trust Deed and the Keepwell Deed are
deemed to have notice of those provisions applicable to them of the Agency Agreement.

All capitalised terms that are not defined in these terms and conditions (the “Conditions™) will
have the meanings given to them in the Trust Deed.

1 FORM, SPECIFIED DENOMINATION AND TITLE

The Bonds are issued in the specified denominations of US$200,000 and integral multiples of
US$1,000 in excess thereof.

The Bonds are represented by registered certificates (““Certificates”) and, save as provided in
Condition 2(a), each Certificate shall represent the entire holding of Bonds by the same holder.

Title to the Bonds shall pass only by transfer and registration of title in the register that the Issuer
shall procure to be kept by the Registrar in accordance with the provisions of the Agency Agreement
(the “Register”). Except as ordered by a court of competent jurisdiction or as required by law, the
holder of any Bond shall be deemed to be and may be treated as its absolute owner for all purposes
whether or not it is overdue and regardless of any notice of ownership, trust or any interest in it, any
writing on the Certificate representing it or the theft or loss of such Certificate and no person will be
liable for so treating the holder.
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In these Conditions, “Bondholder” or, in respect of a Bond, “holder” means the person in whose
name a Bond is registered in the Register (or in the case of a joint holding, the first name thereof).

Upon issue, the Bonds will be evidenced by a global certificate (the ‘“Global Certificate”)
substantially in the form scheduled to the Trust Deed. The Global Certificate will be registered in the
name of a nominee of, and deposited with, a common depositary for, Euroclear Bank SA/NV
(“Euroclear”) and Clearstream Banking S.A. (“Clearstream”) and will be exchangeable for individual
Certificates only in the circumstances set out therein.

2 TRANSFERS OF BONDS AND DELIVERY OF NEW CERTIFICATES

(a)

(b)

(©

Transfer: A holding of Bonds may, subject to Condition 2(d), be transferred in whole or in
part upon the surrender (at the specified office of the Registrar or any Transfer Agent) of the
Certificate(s) representing such Bonds to be transferred, together with the form of transfer
endorsed on such Certificate(s) (or another form of transfer substantially in the same form
and containing the same representations and certifications (if any), unless otherwise agreed
by the Issuer), duly completed and executed and any other evidence as the Registrar or
Transfer Agent may require. In the case of a transfer of only part of a holding of Bonds
represented by one Certificate, a new Certificate shall be issued to the transferee in respect of
the part transferred and a further new Certificate in respect of the balance of the holding not
transferred shall be issued to the transferor. In the case of a transfer of Bonds to a person
who is already a holder of Bonds, a new Certificate representing the enlarged holding shall
only be issued against surrender of the Certificate representing the existing holding. No
transfer of title to a Bond will be valid unless and until entered on the Register. All transfers
of Bonds and entries on the Register will be made in accordance with the detailed regulations
concerning transfers and registration of Bonds scheduled to the Agency Agreement. The
regulations may be changed by the Issuer or the Registrar, with the prior written approval of
the Trustee and (in the case of any change proposed by the Issuer) the Registrar. A copy of
the current regulations will be made available by the Registrar to any Bondholder upon
written request and satisfactory proof of holding.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in
accordance with the rules of the relevant clearing systems.

Delivery of New Certificates: Each new Certificate to be issued upon transfer of Bonds
pursuant to Condition 2(a) shall be available for delivery within five business days of receipt
of a duly completed form of transfer and surrender of the existing Certificate(s). Delivery of
the new Certificate(s) shall be made at the specified office of the Transfer Agent or of the
Registrar (as the case may be) to whom delivery or surrender of such form of transfer or
Certificate shall have been made or, at the option of the holder making such delivery or
surrender as aforesaid and as specified in the relevant form of transfer or otherwise in
writing, be mailed by uninsured post at the risk of the holder entitled to the new Certificate
to such address as may be so specified, unless such holder requests otherwise and pays in
advance to the relevant Transfer Agent or the Registrar (as the case may be) the costs of such
other method of delivery and/or such insurance as it may specify. In this Condition 2(b),
“business day” means a day, other than a Saturday, Sunday or public holiday, on which
commercial banks are generally open for business in the place of the specified office of the
relevant Transfer Agent or the Registrar (as the case may be).

Transfer or Exercise Free of Charge: Certificates, on transfer, exercise of an option or

redemption, shall be issued and registered without charge to the Bondholder by or on behalf
of the Issuer, the Registrar or any Transfer Agent, but upon payment by the relevant
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Bondholder of any tax or other governmental charges that may be imposed in relation to
them (or the giving of such indemnity and/or security and/or prefunding as the Registrar or
the relevant Transfer Agent may require).

(d) Closed Periods: No Bondholder may require the transfer of a Bond to be registered (i)
during the period of 15 days ending on (and including) the due date for redemption of that
Bond, (ii) after a Change of Control Put Exercise Notice has been deposited in respect of
such Bonds pursuant to Condition 6(c), (iii) after any such Bond has been called for
redemption, or (iv) during the period of seven days ending on (and including) any Record
Date (as defined in Condition 7(a)(ii)).

STATUS AND GUARANTEE

(a) Status: The Bonds constitute direct, unsubordinated, unconditional and (subject to Condition
4(a)) unsecured obligations of the Issuer and shall at all times rank pari passu and without
any preference among themselves. The payment obligations of the Issuer under the Bonds
shall, save for such exceptions as may be provided by applicable legislation and subject to
Condition 4(a), at all times rank at least equally with all its other present and future
unsecured and unsubordinated obligations.

(b) Guarantee: The Guarantor has unconditionally and irrevocably guaranteed the due payment
of all sums expressed to be payable by the Issuer under the Bonds and the Trust Deed. The
Guarantor’s obligations in respect of the Bonds and the Trust Deed (the “Guarantee”) are
contained in the Trust Deed (and any supplement thereto). The obligations of the Guarantor
under the Guarantee shall, save for such exceptions as may be provided by applicable
legislation and subject to Condition 4(a), at all times rank at least equally with all its other
present and future unsecured and unsubordinated obligations.

COVENANTS

(a) Negative Pledge

So long as any Bond remains outstanding (as defined in the Trust Deed), neither the Issuer
nor the Guarantor will, and each of the Issuer and the Guarantor shall procure that none of their
respective Subsidiaries will, create, or permit to subsist, any mortgage, charge, lien, pledge or
other security interest, upon the whole or any part of its present or future undertaking, assets or
revenues (including any uncalled capital) to secure any Relevant Indebtedness, or any guarantee or
indemnity in respect of any Relevant Indebtedness, without at the same time or prior thereto
according to the Bonds the same security as is created or subsisting to secure any such Relevant
Indebtedness, guarantee or indemnity or such other security as either (i) the Trustee shall in its
absolute discretion deem not materially less beneficial to the interest of the Bondholders or (ii)
shall be approved by an Extraordinary Resolution (as defined in the Trust Deed) of the
Bondholders.

(b) NDRC Post-Issuance Filing

The Guarantor undertakes to file or cause to be filed with the National Development and
Reform Commission (the “NDRC”), within the time period prescribed by the NDRC or pursuant
to relevant laws and regulations after the Issue Date, the requisite information and documents in
accordance with the Notice on Promoting the Reform of the Filing and Registration System for
Issuance of Foreign Debt by Corporates ([ 52 %% & M5 Z2 AR HE D 2E 3 TAMBE H F B ar il &
BOFZEA]) promulgated by the NDRC on 14 September 2015 which came into effect
immediately and any implementation rules, regulations, certificates, circulars or notices in
connection therewith issued by the NDRC from time to time (the “NDRC Post-Issuance Filing™).
The Guarantor shall submit or procure to be submitted to the NDRC Post-Issuance Filing and
comply with all applicable PRC laws and regulations in relation to the NDRC Post-Issuance Filing.
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The Guarantor shall within 14 PRC Business Days after submission of such NDRC Post-
Issuance Filing (i) provide the Trustee with a certificate substantially in the form set out in the
Trust Deed signed by an Authorised Signatory (as defined in the Trust Deed) of the Guarantor
confirming the submission of the NDRC Post-Issuance Filing (together with the document(s), if
any, evidencing due filing with the NDRC) and (ii) give notice to the Bondholders in accordance
with Condition 16.

The Trustee shall have no obligation to monitor, assist with or ensure the completion of the
NDRC Post-Issuance Filing on or before the deadline referred to above or to verify the accuracy,
validity and/or genuineness of any documents in relation to or in connection with the NDRC Post-
Issuance Filing or to give notice to the Bondholders confirming the completion of the NDRC Post-
Issuance Filing, and shall not be liable to Bondholders or any other person for not doing so.

(¢) Financial Statements

So long as any Bond remains outstanding, the Guarantor shall:
(A)

(x) where the Guarantor is listed on the SEHK and the SEHK maintains a website on
which the Guarantor may publish its financial statements in English for public
access, publish English financial statements on such website in accordance with
the listing rules of the SEHK;

(y) where the Guarantor is no longer listed on the SEHK or the SEHK ceases to make
a website available for public access and it is otherwise not possible for the
Guarantor to publish financial statements on the website of the SEHK, deliver to
the Trustee:

(i) within 180 days after the end of the financial year of the Guarantor, being
currently 31 December (any change of which, the Guarantor will notify in
writing to the Trustee), its audited financial statements (on a consolidated
basis, if applicable) prepared in accordance with Hong Kong Financial
Reporting Standards for and as at the last financial year of the Guarantor;

(i1) within 90 days after the end of each first semi-annual period of the
Guarantor, being currently 30 June (any change of which, the Guarantor will
notify in writing to the Trustee), the unaudited financial statements (on a
consolidated basis, if applicable) in respect of such first semi-annual period
(including a statement of income, balance sheet and cash flow statement)
prepared on a basis consistent with the audited financial statements of the
Guarantor;

and if such financial statements shall be in the Chinese language, together with an
English translation of the same translated by (aa) an internationally recognised firm of
independent accountants (which may be the auditor of the Guarantor as at the Issue
Date) or (bb) a professional translation service provider and checked by an
internationally recognised firm of independent accountants (which may be the auditor
of the Guarantor as at the Issue Date), together with a certificate in English signed by
an Authorised Signatory of the Guarantor certifying that such translation is complete
and accurate.

(B) deliver to the Trustee within 180 days after the end of each financial year of the

Guarantor ending after the Issue Date, being currently 31 December (any change of
which, the Guarantor will notify in writing to the Trustee), a certificate in English
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signed by a director of the Guarantor stating whether, to such director’s knowledge, the
Guarantor is in compliance with all covenants and all conditions to be complied with by
the Guarantor under the Bonds, the Guarantee and the Trust Deed; and the Issuer shall
deliver to the Trustee within 180 days after the end of each financial year of the Issuer
ending after the Issue Date, a compliance certificate signed by a director of the Issuer
stating whether, to such director’s knowledge, the Issuer is in compliance with all
covenants and conditions to be complied with by the Issuer under the Bonds and the
Trust Deed.

In these Conditions:

“PRC” means the People’s Republic of China, which shall for the purpose of these Conditions
only, exclude Hong Kong, Macau Special Administrative Region of the PRC and Taiwan;

“PRC Business Day” means a day (other than a Saturday, Sunday or public holiday) on which
commercial banks are generally open for business in Beijing;

“Relevant Indebtedness” means any indebtedness incurred outside the PRC which is in the form
of, or represented or evidenced by bonds, notes, debentures, loan stock certificates or other securities
(which for the avoidance of doubt, does not include any loans) which for the time being are, or are
intended to be or capable of being, quoted, listed or dealt in or traded on any stock exchange or over-
the-counter market or other securities market;

“SEHK” means The Stock Exchange of Hong Kong Limited; and

“Subsidiary” of any person means (a) any company or other business entity of which that person
owns or controls (either directly or through one or more other Subsidiaries) more than 50 per cent. of
the issued share capital or other ownership interest having ordinary voting power to elect directors,
managers or trustees of such company or other business entity, or (b) any company or other business
entity which at any time has its accounts consolidated with those of that person or which, under the
laws, regulations or generally accepted accounting principles of the jurisdiction of incorporation of such
person from time to time, should have its accounts consolidated with those of that person.

5 INTEREST

The Bonds bear interest on their outstanding principal amount from and including 22 July 2021 at
the rate of 4.95 per cent. per annum, payable semi-annually in arrear in equal instalments of US$24.75
per Calculation Amount (as defined below) on 22 January and 22 July in each year (each an “Interest
Payment Date”) commencing on 22 January 2022. Each Bond will cease to bear interest from the due
date for redemption unless, upon surrender of the Certificate representing such Bond, payment of
principal is improperly withheld or refused. In such event it shall continue to bear interest at such rate
(both before and after judgment) until whichever is the earlier of (a) the day on which all sums due in
respect of such Bond up to that day are received by or on behalf of the relevant Bondholder, and (b) the
day which is seven days after the Trustee or the Principal Paying Agent has notified Bondholders of
receipt of all sums due in respect of all the Bonds up to such seventh day (except to the extent that there
is a failure in the subsequent payment to the relevant Bondholder under these Conditions).

If interest is required to be calculated for a period of less than a complete Interest Period (as
defined below), the relevant day-count fraction will be determined on the basis of a 360-day year
consisting of 12 months of 30 days each and, in the case of an incomplete month, the number of days
elapsed.
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In these Conditions, the period beginning on and including 22 July 2021 and ending on but
excluding the first Interest Payment Date and each successive period beginning on and including an
Interest Payment Date and ending on but excluding the next succeeding Interest Payment Date is called
an “Interest Period”.

Interest in respect of any Bond shall be calculated per US$1,000 in principal amount of the Bonds
(the “Calculation Amount”). The amount of interest payable per Calculation Amount for any period
shall, save as provided above in relation to equal instalments, be equal to the product of 4.95 per cent.,
the Calculation Amount and the day-count fraction (determined in the same manner as stated above in
this Condition 5) for the relevant period, rounding the resulting figure to the nearest cent (half a cent
being rounded upwards).

6 REDEMPTION AND PURCHASE

(a)

(b)

Final Redemption: Unless previously redeemed, or purchased and cancelled, the Bonds will
be redeemed at their principal amount on 22 July 2026 (the “Maturity Date”). The Bonds
may not be redeemed at the option of the Issuer other than in accordance with this Condition
6.

Redemption for Taxation Reasons: The Bonds may be redeemed at the option of the Issuer
in whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’
notice to the Trustee, the Agents and the Bondholders (which notice shall be irrevocable), at
their principal amount, (together with interest accrued up to but excluding the date fixed for
redemption), if (i) the Issuer or the Guarantor has or will become obliged to pay Additional
Tax Amounts (as defined in Condition 8) as provided or referred to in Condition 8 as a result
of any change in, or amendment to, the laws or regulations of the British Virgin Islands,
Bermuda, Hong Kong or the PRC or any political subdivision or any authority thereof or
therein having power to tax (each, a “Relevant Jurisdiction”), or any change in the
application or official interpretation of such laws or regulations, which change or amendment
becomes effective on or after 15 July 2021, and (ii) such obligation cannot be avoided by the
Issuer or the Guarantor (as the case may be) taking reasonable measures available to it,
provided that no such notice of redemption shall be given earlier than 90 days prior to the
earliest date on which the Issuer or the Guarantor (as the case may be) would be obliged to
pay such Additional Tax Amounts were a payment in respect of the Bonds then due. Prior to
the publication of any notice of redemption pursuant to this Condition 6(b), the Issuer or the
Guarantor (as the case may be) shall deliver to the Trustee a certificate signed by any one
Authorised Signatory of the Issuer or the Guarantor (as the case may be) stating that the
obligation referred to in (i) above of this Condition 6(b) cannot be avoided by the Issuer or
the Guarantor (as the case may be) taking reasonable measures available to it and an opinion
of an independent legal or tax adviser of recognised standing that the Issuer or the Guarantor
(as the case may be) has or will become obliged to pay Additional Tax Amounts as a result
of such change or amendment or any such change in the application or official interpretation
(as the case may be) and the Trustee shall be entitled to accept such certificate and opinion
as sufficient evidence of the satisfaction of the condition precedent set out in (ii) above of
this Condition 6(b), in which event such acceptance shall be conclusive and binding on the
Bondholders. All Bonds in respect of which any notice of redemption is given under this
Condition 6(b) shall be redeemed on the date and in such manner as specified in such notice
in accordance with this Condition 6(b).

Upon the expiry of any such notice as is referred to in this Condition 6(b), the Issuer shall be
bound to redeem the Bonds in accordance with this Condition 6(b).
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(c)

Redemption upon a Change of Control: At any time following the occurrence of a Change
of Control, the holder of any Bond will have the right, at such holder’s option, to require the
Issuer to redeem all but not some only of that holder’s Bonds on the Change of Control Put
Date (as defined below) at 101 per cent. of their principal amount, together with accrued
interest up to but excluding such Change of Control Put Date. In order to exercise such right,
the holder of the relevant Bond must deposit at the specified office of the Principal Paying
Agent or any other Paying Agent a duly completed and signed notice of redemption, in the
form for the time being current, obtainable from the specified office of the Principal Paying
Agent or any other Paying Agent (a “Change of Control Put Exercise Notice”), together
with the Certificate evidencing the Bonds to be redeemed by not later than 30 days following
a Change of Control, or, if later, 30 days following the date upon which notice thereof is
given to Bondholders by the Issuer in accordance with Condition 16.

The “Change of Control Put Date” shall be the fourteenth day after the expiry of such
period of 30 days as referred to above. A Change of Control Put Exercise Notice, once
delivered, shall be irrevocable and the Issuer shall redeem the Bonds subject to the Change of
Control Put Exercise Notices delivered as aforesaid on the Change of Control Put Date.

The Issuer shall give notice to Bondholders in accordance with Condition 16 and to the
Trustee and the Principal Paying Agent by not later than 14 days following the first day on
which it becomes aware of the occurrence of a Change of Control, which notice shall specify
the procedure for exercise by holders of their rights to require redemption of the Bonds
pursuant to this Condition 6(c). In this Condition 6(c):

a “Change of Control” occurs when:
(i) China Minmetals ceases to:

(a) directly or indirectly through its controlled corporations hold at least 40 per
cent. of the issued share capital of the Guarantor; or

(b) together with its controlled corporations, in aggregate remain as the single
largest shareholder of the Guarantor (the percentage of interest in the
Guarantor held by China Minmetals shall be calculated and determined in
accordance with Part XV of the Securities and Futures Ordinance (Cap. 571)
of Hong Kong); or

(c) ceases to maintain Management Control of the Guarantor; or

(i1) the Guarantor consolidates with or merges into or sells or transfers all or
substantially all of the assets of the Guarantor to any other person or persons
acting together, except where China Minmetals has Management Control of such
person(s) or the resulting entity.

A company or corporation is a “controlled corporation” of another company or corporation
if the second mentioned company or corporation controls, directly or indirectly, one-third or
more of the voting power at general meetings of the first mentioned company or corporation,
or if first mentioned company or corporation or its directors are accustomed to act in
accordance with the directions of the second mentioned company or corporation.

“Management Control” in relation to a company, corporation or entity means the ability to,

directly or indirectly, direct or cause the direction of the affairs of, and to control the
composition of all or the majority of the members of the board of directors or equivalent
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(d)

(e

®

body of, such company, corporation or entity (including without limitation the right to
appoint and remove the directors or equivalent officers of such company, corporation or
entity).

A “person” includes any individual, company, corporation, firm, partnership, joint venture,
undertaking, association, organisation, trust, state, agency of a state (in each case whether or
not being a separate legal entity).

The Trustee and the Agents shall not be required to take any steps to ascertain whether a
Change of Control has occurred and shall not be responsible for or liable to Bondholders, the
Issuer, the Guarantor or China Minmetals for any loss arising from any failure to do so.

Notices of redemption: If there is more than one notice of redemption given in respect of
any Bond (which shall include any notice given by the Issuer pursuant to Condition 6(b) and
any Change of Control Put Exercise Notice given by a Bondholder pursuant to Condition
6(c)), the notice given first in time shall prevail and in the event of two notices being given
on the same date, the first to be given shall prevail.

Neither the Trustee nor any of the Agents shall be responsible for calculating or verifying the
calculations of any amount payable under any notice of redemption and shall not be liable to
the Bondholders or any other person for not doing so.

Purchase: The Issuer, the Guarantor, China Minmetals and their respective Subsidiaries may
at any time purchase Bonds in the open market or otherwise at any price. The Bonds so
purchased, while held by or on behalf of the Issuer, the Guarantor, China Minmetals or any
such Subsidiary, shall not entitle the holder to vote at any meetings of the Bondholders and
shall not be deemed to be outstanding for the purposes of calculating quorums at meetings of
the Bondholders or for the purposes of Conditions 9, 12 and 13.

Cancellation: All Certificates representing Bonds purchased by or on behalf of the Issuer,
the Guarantor, China Minmetals or their respective Subsidiaries shall be surrendered for
cancellation to the Registrar and, upon surrender thereof, all such Bonds shall be cancelled
forthwith. Any Certificates so surrendered for cancellation may not be reissued or resold and
the obligations of the Issuer and the Guarantor in respect of any such Bonds so cancelled
shall be discharged.

PAYMENTS

(@)

Method of Payment:

(i) Payments of principal and premium (if any) shall be made (subject to surrender of the
relevant Certificates at the specified office of any Paying Agent or of the Registrar if no
further payment falls to be made in respect of the Bonds represented by such
Certificates) in the manner provided in Condition 7(a)(ii) below.

(ii) Interest on each Bond shall be paid on the due date to the person shown as the holder
on the Register at the close of business on the fifth Payment Business Day before the
due date for payment thereof (the “Record Date”). Payments of interest on each Bond
shall be made in US dollars to the holder (or to the first named of joint holders) of such
Bond at its address appearing in the Register. Upon application by the holder to the
specified office of the Registrar or any Transfer Agent before the Record Date, such
payment of interest may be made by transfer to an account in US dollars maintained by
the payee with a bank.
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(b)

(©

(d)

So long as the Global Certificate is held on behalf of Euroclear and Clearstream or any
other clearing system, each payment in respect of the Global Certificate will be made to the
person shown as the holder in the Register at the close of business of the relevant clearing
system on the Clearing System Business Day before the due date for such payments, where
“Clearing System Business Day”’ means a weekday (Monday to Friday, inclusive) except 25
December and 1 January.

(iii) If the amount of principal being paid upon surrender of the relevant Certificate is less
than the outstanding principal amount of such Certificate, the Registrar will annotate
the Register with the amount of principal so paid and will (if so requested by the Issuer
or a Bondholder) issue a new Certificate with a principal amount equal to the remaining
unpaid outstanding principal amount. If the amount of interest being paid is less than
the amount then due, the Registrar will annotate the Register with the amount of
interest so paid.

Payments subject to Fiscal Laws: All payments are subject in all cases to any applicable
fiscal or other laws, regulations and directives in the place of payment. No commission or
expenses shall be charged to the Bondholders in respect of such payments.

For the purposes of the preceding sentence, the phrase “fiscal or other laws, regulations and
directives” will include any obligation of us to withhold or deduct from a payment pursuant
to an agreement described in Section 1471(b) of the Internal Revenue Code of 1986, as
amended (the “Code”) or otherwise imposed pursuant to Sections 1471 through 1474 of the
Code, any regulations thereunder or official interpretations thereof or any law implementing
an intergovernmental approach thereto.

Payment Initiation: Where payment is to be made by transfer to an account in US dollars,
payment instructions (for value the due date, or if that is not a Payment Business Day, for
value the first following day which is a Payment Business Day) will be initiated, or, in the
case of payments of principal and premium (if any) where the relevant Certificate has not
been surrendered at the specified office of any Paying Agent or of the Registrar, on a
Payment Business Day on which the Principal Paying Agent is open for business and on
which the relevant Certificate is surrendered.

Appointment of Agents: The Principal Paying Agent, the Registrar and the Transfer Agent
initially appointed by the Issuer and their respective specified offices are listed below. The
Principal Paying Agent, the Registrar and the Transfer Agent act solely as agents of the
Issuer and do not assume any obligation or relationship of agency or trust for or with any
Bondholder. The Issuer reserves the right at any time with the prior written approval of the
Trustee to vary or terminate the appointment of the Principal Paying Agent, the Registrar, the
Transfer Agent or any of the other Agents and to appoint additional or other paying agents
and/or transfer agents and/or a replacement registrar, provided that the Issuer shall at all
times maintain (i) a Principal Paying Agent, (ii) a Registrar with a specified office outside
the United Kingdom, (iii) a Transfer Agent, and (iv) such other agents as may be required by
any other stock exchange on which the Bonds may be listed, in each case, as approved in
writing by the Trustee (where such approval is required by the terms of the Agency
Agreement).

Notice of any such change or any change of any specified office shall promptly be given to
the Bondholders in accordance with Condition 16.
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(e) Delay in Payment: Bondholders will not be entitled to any interest or other payment for any
delay after the due date in receiving the amount due on a Bond if the due date is not a
Payment Business Day, or if the Bondholder is late in surrendering or cannot surrender its
Certificate (if required to do so) or if a cheque mailed in accordance with Condition 7(a)(ii)
arrives after the due date for payment.

(f) Non-Payment Business Days: If any date for payment in respect of any Bond is not a
Payment Business Day, the holder shall not be entitled to payment until the next following
Payment Business Day nor to any interest or other sum in respect of such postponed
payment. In this Condition 7, “Payment Business Day” means a day (other than a Saturday,
a Sunday or a public holiday) on which banks are open for general business (including
dealings in foreign currencies) in Hong Kong, London and New York City and on which
banks and foreign exchange markets are open for business in the place in which the
respective specified office of each of the Registrar and the Principal Paying Agent is located
and, in the case of presentation of a Certificate, in the place in which the Certificate is
presented and where payment is to be made by transfer to an account maintained with a bank,
on which foreign exchange transactions may be carried on in US dollars.

8 TAXATION

All payments of principal, premium and interest by or on behalf of the Issuer or the Guarantor in
respect of the Bonds or under the Guarantee shall be made free and clear of, and without withholding or
deduction for, any present or future taxes, duties, assessments or governmental charges of whatever
nature imposed, levied, collected, withheld or assessed by or within any Relevant Jurisdiction, unless
such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer or the Guarantor by or within the PRC
at the aggregate rate applicable on 15 July 2021 (the “Applicable Rate”), the Issuer or the Guarantor
(as the case may be) will increase the amounts paid by it to the extent required, so that the net amount
received by Bondholders equals the amount which would otherwise have been receivable by them had
no such withholding or deduction been required.

If the Issuer or the Guarantor is required to make a deduction or withholding (i) by or within the
PRC in excess of the Applicable Rate, or (ii) by or within any Relevant Jurisdictions except the PRC,
then the Issuer or the Guarantor (as the case may be) shall pay such additional amounts (the
“Additional Tax Amounts’) as will result in receipt by the Bondholders of such amounts as would
have been received by them had no such withholding or deduction been required, except that no
Additional Tax Amounts shall be payable in respect of any Bond:

(a) Other connection: to a holder (or to a third party on behalf of a holder) who is liable to such
taxes, duties, assessments or governmental charges in respect of such Bond by reason of his
having some connection with the PRC other than the mere holding of the Bond or where the
withholding or deduction could be avoided by the holder making a declaration of non-
residence or other similar claim for exemption to the appropriate authority;

(b) Lawful avoidance of withholding: to a holder (or to a third party on behalf of a holder) who
would not be liable for or subject to such withholding or deduction by making a declaration
of identity, non-residence or other similar claim for exemption to the relevant tax authority if,
after having been requested to make such a declaration or claim, such holder fails to do so
within any applicable period prescribed by such relevant tax authority; or

66



(c) Surrender more than 30 days after the Relevant Date: in respect of which the Certificate
representing it is presented for payment more than 30 days after the Relevant Date except to
the extent that the holder of it would have been entitled to such additional amounts on
surrendering the Certificate representing such Bond for payment on the last day of such
period of 30 days (as if such last day were a Business Day).

“Relevant Date” in respect of any Bond means the date on which payment in respect of it first
becomes due or (if any amount of the money payable is improperly withheld or refused) the date on
which payment in full of the amount outstanding is made or (if earlier) the date seven days after that on
which notice is duly given to the Bondholders that, upon further surrender of the Certificate representing
such Bond being made in accordance with these Conditions, such payment will be made, provided that
payment is in fact made upon such surrender.

Any reference in these Conditions to principal or interest shall be deemed to include any
Additional Tax Amounts in respect of such principal or interest (as the case may be) which may be
payable under this Condition 8 or any undertaking given in addition to or in substitution of this
Condition 8 pursuant to the Trust Deed.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, charges,
withholding or other payment referred to in this Condition 8 or for determining whether such amounts
are payable or the amount thereof, and none of them shall be responsible or liable for any failure by the
Issuer, any Bondholder or any third party to (i) pay such tax, duty, charges, withholding or other
payment in any jurisdiction or (ii) provide any notice or information to the Trustee or any Agent that
would permit, enable or facilitate the payment of any principal, premium, interest or other amount under
or in respect of the Bonds without deduction or withholding for or on account of any tax, duty, charge,
withholding or other payment imposed by or in any jurisdiction.

9 EVENTS OF DEFAULT

If any of the following events (“Events of Default™) occurs, the Trustee at its discretion may, and
if so requested by holders of at least 25 per cent. of the aggregate principal amount of the Bonds then
outstanding or if so directed by an Extraordinary Resolution shall (provided in any such case that the
Trustee shall have first been indemnified and/or secured and/or pre-funded to its satisfaction), give
written notice to the Issuer and the Guarantor that the Bonds are, and they shall immediately become,
due and payable at their principal amount together (if applicable) with accrued interest:

(a) Non-Payment: the Issuer fails to pay the principal of or any premium or interest on any of
the Bonds when due and such failure continues for a period of seven days in the case of
principal or premium and 14 days in the case of interest; or

(b) Breach of Other Obligations: the Issuer, the Guarantor or China Minmetals does not
perform or comply with any one or more of its other obligations under the Bonds, the Trust
Deed or the Keepwell Deed (except for any obligation of China Minmetals relating to
ownership, disposition or pledge of shares of the Guarantor in the Keepwell Deed, provided
however that the holder of any Bond will have the right to require the Issuer to redeem that
holder’s Bonds upon a Change of Control in accordance with Condition 6(c)) which default is
incapable of remedy or, if such default is capable of remedy, such default is not remedied
within 30 days after notice of such default shall have been given to the Issuer, the Guarantor
or China Minmetals (as the case may be) by the Trustee; or

(c) Cross-Acceleration: (i) any other present or future indebtedness of the Issuer, the Guarantor
or any of their respective Subsidiaries for or in respect of moneys borrowed or raised
becomes due and payable prior to its stated maturity by reason of any actual or potential
default, event of default or the like (howsoever described), or (ii) any such indebtedness is
not paid when due or, as the case may be, within any originally applicable grace period, or
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(d)

(e

(®

(2)

(h)

(iii) the Issuer, the Guarantor or any of their respective Subsidiaries fails to pay when due
any amount payable by it under any present or future guarantee for, or indemnity in respect
of, any moneys borrowed or raised provided that the aggregate amount of the relevant
indebtedness, guarantees and indemnities in respect of which one or more of the events
mentioned above in this Condition 9(c) have occurred equals or exceeds US$35 million or its
equivalent; or

Enforcement Proceedings: a distress, attachment, execution or other legal process is levied,
enforced or sued out on or against a material part of the property, assets or revenues of the
Issuer, the Guarantor or any of the Guarantor’s Principal Subsidiaries and is not discharged or
stayed within 30 days; or

Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or
future, created or assumed by the Issuer, the Guarantor or any of the Guarantor’s Principal
Subsidiaries over all or a material part of the assets of the Issuer, the Guarantor or any of the
Guarantor’s Principal Subsidiaries becomes enforceable and any step is taken to enforce it
(including the taking of possession or the appointment of a receiver, manager or other similar
person) and is not discharged within 30 days; or

Insolvency: the Issuer, the Guarantor or any of the Guarantor’s Principal Subsidiaries is (or is
deemed by law or declared by a court of competent jurisdiction to be) insolvent or bankrupt
or is unable to pay its debts, stops, suspends or threatens to stop or suspend payment of all or
a material part of its debts, proposes or makes any agreement for the deferral, rescheduling or
other readjustment of all of its debts, proposes or makes a general assignment or an
arrangement or composition with or for the benefit of the relevant creditors in respect of any
of such debts or a moratorium is agreed or declared in respect of or affecting all or a material
part of the debts of the Issuer, the Guarantor or any of the Guarantor’s Principal Subsidiaries;
or

Winding-up: an administrator is appointed, an order is made or an effective resolution
passed for the winding-up or dissolution or administration of the Issuer, the Guarantor or any
of the Guarantor’s Principal Subsidiaries, or the Issuer or the Guarantor or any of the
Guarantor’s Principal Subsidiaries ceases or threatens to cease to carry on all or substantially
all of its business or operations, except for (i) the purpose of and followed by a
reconstruction, amalgamation, reorganisation, merger or consolidation on terms approved by
an Extraordinary Resolution of the Bondholders, (ii) in the case of a Principal Subsidiary,
whereby the undertaking and assets of the Subsidiary are transferred to or otherwise vested in
the Guarantor or another of its Subsidiaries, (iii) a solvent winding up of any Principal
Subsidiary of the Guarantor (other than the Issuer) or (iv) a disposal on an arm’s length basis
where the assets resulting from such disposal are vested in the Guarantor or any of its
Subsidiaries; or

Nationalisation: any step is taken by any person with a view to the seizure, compulsory
acquisition, expropriation or nationalisation of all or a material part of the assets of the
Issuer, the Guarantor or any of the Guarantor’s Principal Subsidiaries; or

Authorisation and Consents: any action, condition or thing (including the obtaining or
effecting of any necessary consent, approval, authorisation, exemption, filing, licence, order,
recording or registration) at any time required to be taken, fulfilled or done in order (i) to
enable the Issuer, the Guarantor or China Minmetals lawfully to enter into, exercise their
respective rights and perform and comply with its obligations under the Bonds, the Trust
Deed and the Keepwell Deed (other than with regard to the performance and compliance with
the obligations thereunder); (ii) to ensure that those obligations are legally binding and
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)

(k)

)

(m)

(n)

enforceable; (iii) to make the Bonds and the Trust Deed admissible in evidence in the courts
of England is not taken, fulfilled or done; and (iv) to make the Keepwell Deed admissible in
evidence in the courts of Hong Kong is not taken, fulfilled or done; or

Illegality: it is or will become unlawful for the Issuer, the Guarantor or China Minmetals to
perform or comply with any one or more of its obligations under any of the Bonds, the Trust
Deed or the Keepwell Deed;

Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in any of Conditions 9(d) to 9(g) (both
inclusive); or

Unenforceability of Guarantee: except as permitted under the Trust Deed, any part of the
Guarantee is unenforceable or invalid or shall for any reason cease to be in full force and
effect or is claimed to be unenforceable, invalid or not in full force and effect by the Issuer
or the Guarantor; or

Keepwell Deed: the Keepwell Deed is not or is claimed by the Guarantor or China
Minmetals not to be in full force and effect, or the Keepwell Deed is modified, amended or
terminated other than strictly in accordance with their respective terms; or

Ownership: the Issuer ceases to remain a directly or indirectly wholly-owned Subsidiary of
the Guarantor.

For the purposes of this Condition 9, “Principal Subsidiary” means any Subsidiary of the

Guarantor:

(1)

(i1)

(iii)

(iv)

whose revenues (consolidated in the case of a Subsidiary which has Subsidiaries) as shown
by its income statement, included in the latest audited financial statements, is at least 5 per
cent. of the consolidated revenues as shown by the published income statement, included in
the latest audited financial statements, of the Guarantor and its consolidated Subsidiaries; or

whose gross profit (consolidated in the case of a Subsidiary which itself has Subsidiaries) as
shown by its income statement, included in the latest audited financial statements, is at least
5 per cent. of the consolidated gross profit as shown by the published consolidated income
statement, included in the latest audited financial statements, of the Guarantor and its
consolidated Subsidiaries, including, for the avoidance of doubt, the Guarantor and its
consolidated Subsidiaries’ share of profits of Subsidiaries not consolidated and of associated
entities and after adjustment for minority interests; or

whose total assets (consolidated in the case of a Subsidiary which itself has Subsidiaries) as
shown by its balance sheet, included in the latest audited financial statements, are at least 5
per cent. of the consolidated total assets of the Guarantor and its Subsidiaries as shown by
the published consolidated balance sheet, included in the latest audited financial statements,
of the Guarantor and its Subsidiaries; or

to which is transferred the whole or substantially the whole of the assets of a Subsidiary
which immediately prior to such transfer was a Principal Subsidiary, provided that the
Principal Subsidiary which so transfers its assets shall forthwith upon such transfer cease to
be a Principal Subsidiary and the Subsidiary to which the assets are so transferred shall
become a Principal Subsidiary at the date on which the first published audited accounts
(consolidated, if appropriate), of the Guarantor prepared as of a date later than such transfer
are issued unless such Subsidiary would continue to be a Principal Subsidiary on the basis of
such accounts by virtue of the provisions of paragraphs (i), (ii) or (iii) above of this
definition;
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provided that, in relation to paragraphs (i), (ii) and (iii) above of this definition:

A. in the case of a corporation or other business entity becoming a Subsidiary after the end of
the financial period to which the latest consolidated audited accounts of the Guarantor relate,
the reference to the then latest consolidated audited accounts of the Guarantor and its
Subsidiaries for the purposes of the calculation above shall, until consolidated audited
accounts of the Guarantor for the financial period in which the relevant corporation or other
business entity becomes a Subsidiary are published, be deemed to be a reference to the then
latest consolidated audited accounts of the Guarantor and its Subsidiaries adjusted to
consolidate the latest audited accounts (consolidated in the case of a Subsidiary which itself
has Subsidiaries) of such Subsidiary in such accounts;

B. if at any relevant time in relation to the Guarantor or any Subsidiary which itself has
Subsidiaries, no consolidated accounts are prepared and audited, revenues, gross profit or
total assets of the Guarantor and/or any such Subsidiary shall be determined on the basis of
pro forma consolidated accounts prepared for this purpose by or on behalf of the Guarantor;

C. if at any relevant time in relation to any Subsidiary, no accounts are audited, its revenues,
gross profit or total assets (in each case consolidated, if appropriate) shall be determined on
the basis of pro forma accounts (consolidated, if appropriate) of the relevant Subsidiary
prepared for this purpose by or on behalf of the Guarantor; and

D. if the accounts of any Subsidiary (not being a Subsidiary referred to in proviso (A) above)
are not consolidated with those of the Guarantor, then the determination of whether or not
such Subsidiary is a Principal Subsidiary shall be based on a pro forma consolidation of its
accounts (consolidated, if appropriate) with the consolidated accounts (determined on the
basis of the foregoing) of the Guarantor.

A certificate signed by one director of the Guarantor stating that, in his/her opinion, a Subsidiary
is or is not, or was or was not, a Principal Subsidiary shall, in the absence of manifest error, be
conclusive and binding on all parties. The certificate shall, if there is a dispute as to whether any
Subsidiary of the Guarantor is or is not a Principal Subsidiary be accompanied by a report by an
internationally recognised firm of accountants addressed to the Guarantor as to proper extraction of the
figures used by the Guarantor in determining the Principal Subsidiaries of the Guarantor and
mathematical accuracy of the calculation.

Each of the Issuer and the Guarantor has undertaken in the Trust Deed that, within the applicable
periods as set out in the Trust Deed, it will send to the Trustee a certificate signed by any one
Authorised Signatory of the Issuer or, as the case may be, the Guarantor to the effect that as at a date
not more than five days prior to the date of the certificate no Event of Default or Potential Event of
Default (as defined in the Trust Deed) has occurred.

10 PRESCRIPTION

Claims against the Issuer and the Guarantor for payment in respect of the Bonds shall be
prescribed and become void unless made within 10 years (in the case of principal or premium) or five
years (in the case of interest) from the appropriate Relevant Date in respect of them.

11 REPLACEMENT OF CERTIFICATES

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to
applicable laws, regulations or other relevant regulatory authority regulations, at the specified office of
the Registrar or such other Transfer Agent as may from time to time be designated by the Issuer for that
purpose and notice of whose designation is given to Bondholders, in each case on payment by the
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claimant of the fees and costs incurred in connection therewith and on such terms as to evidence,
security, indemnity and otherwise as the Issuer, the Registrar or the relevant Transfer Agent may
require. Mutilated or defaced Certificates must be surrendered before replacements will be issued.

12 MEETINGS OF BONDHOLDERS, MODIFICATION AND WAIVER

(a)

(b)

(©

Meetings of Bondholders: The Trust Deed contains provisions for convening meetings of
Bondholders to consider matters affecting their interests, including the sanctioning by
Extraordinary Resolution of a modification of any of these Conditions or any provisions of
the Trust Deed, the Agency Agreement or the Keepwell Deed. Such a meeting may be
convened by the Issuer or the Trustee and shall be convened by the Trustee if so requested in
writing by the Bondholders holding not less than 10 per cent, in aggregate principal amount
of the Bonds for the time being outstanding and subject to the Trustee being indemnified
and/or secured and/or pre-funded to its satisfaction against all costs and expenses. The
quorum for any meeting convened to consider an Extraordinary Resolution will be two or
more persons holding or representing more than 50 per cent. in aggregate principal amount of
the Bonds for the time being outstanding, or at any adjourned meeting two or more persons
being or representing Bondholders whatever the principal amount of the Bonds held or
represented, unless the business of such meeting includes consideration of proposals, inter
alia, (i) to modify the maturity of the Bonds or the dates on which interest is payable in
respect of the Bonds, (ii) to reduce or cancel the principal amount of, any premium payable
on redemption of, or interest on, the Bonds, (iii) to change the currency of payment of the
Bonds, (iv) to modify the provisions concerning the quorum required at any meeting of
Bondholders or the majority required to pass an Extraordinary Resolution, or (v) to cancel or
amend the Keepwell Deed or the Guarantee, in which case the necessary quorum will be two
or more persons holding or representing not less than 75 per cent., or at any adjourned
meeting not less than 25 per cent., in aggregate principal amount of the Bonds for the time
being outstanding. Any Extraordinary Resolution duly passed shall be binding on
Bondholders (whether or not they were present at the meeting at which such resolution was
passed).

The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of
not less than 90 per cent. in aggregate principal amount of the Bonds for the time being
outstanding shall for all purposes be as valid and effective as an Extraordinary Resolution
passed at a meeting of Bondholders duly convened and held. Such a resolution in writing
may be contained in one document or several documents in the same form, each signed by or
on behalf of one or more Bondholders.

Modification, Waiver and Authorisation: The Trustee may (but shall not be obliged to)
agree, without the consent of the Bondholders, to (i) any modification of the Bonds, any of
these Conditions or any of the provisions of the Trust Deed, the Agency Agreement or the
Keepwell Deed, that in its opinion is of a formal, minor or technical nature or is made to
correct a manifest error or to comply with any mandatory provision of law, and (ii) any other
modification (except as mentioned in the Trust Deed), and any waiver or authorisation of any
breach or proposed breach, of the Bonds, any of these Conditions or any of the provisions of
the Trust Deed, the Agency Agreement or the Keepwell Deed that is in the opinion of the
Trustee not materially prejudicial to the interest of the Bondholders. Any such modification,
authorisation or waiver shall be binding on the Bondholders and, unless the Trustee otherwise
agrees, such modification, authorisation or waiver shall be notified by the Issuer (failing
whom, the Guarantor) to the Bondholders as soon as practicable.

Substitution: The Trust Deed contains provisions permitting (but not obliging) the Trustee to

agree, subject to such amendment of the Trust Deed and such other conditions as the Trustee
may require, but without the consent of the Bondholders, to the substitution of another

71



company in place of the Issuer or the Guarantor, or of any previous substituted company, as
principal debtor or guarantor under the Trust Deed and the Bonds. In the case of such a
substitution, the Trustee may agree, without the consent of the Bondholders, to a change of
the law governing the Bonds and/or the Trust Deed provided that such change would not in
the opinion of the Trustee be materially prejudicial to the interests of the Bondholders. Under
the Trust Deed, the Trustee may agree or require the Issuer or the Guarantor to use all
reasonable endeavours to procure the substitution as principal debtor under the Trust Deed
and the Bonds of a company incorporated in some other jurisdiction in the event of the Issuer
or the Guarantor becoming subject to any form of tax on its income or payments in respect of
the Bonds.

(d) Entitlement of the Trustee: In connection with the exercise of its functions, rights, powers
and discretions (including but not limited to those referred to in this Condition 12), the
Trustee shall have regard to the interests of the Bondholders as a class and shall not have
regard to the consequences of such exercise for individual Bondholders, and the Trustee shall
not be entitled to require on behalf of any Bondholder, nor shall any Bondholder be entitled
to claim, from the Issuer or the Guarantor any indemnification or payment in respect of any
tax consequence of any such exercise upon individual Bondholders.

13 ENFORCEMENT

At any time after the Bonds become due and payable, the Trustee may, at its discretion and
without further notice, institute such proceedings against the Issuer, the Guarantor and/or China
Minmetals as it may think fit to enforce the terms of the Trust Deed, the Bonds and/or the Keepwell
Deed (as the case may be), but it need not take any such proceedings unless (a) it shall have been so
directed by an Extraordinary Resolution or so requested in writing by Bondholders holding at least 25
per cent. in aggregate principal amount of the Bonds for the time being outstanding, and (b) it shall
have been indemnified and/or secured and/or pre-funded to its satisfaction. No Bondholder may proceed
directly against the Issuer, the Guarantor or China Minmetals unless the Trustee, having become bound
so to proceed, fails to do so within a reasonable time and such failure is continuing.

14 INDEMNIFICATION OF THE TRUSTEE

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility and to be paid or reimbursed for any liabilities incurred by it in priority to the claims of
the Bondholders. The Trustee is entitled to enter into business transactions with the Issuer, the
Guarantor and China Minmetals and/or any entity related to the Issuer, the Guarantor and/or China
Minmetals without accounting for any profit.

The Trustee may rely without liability to Bondholders, the Issuer or any other person on any
report, confirmation, certificate or information from or on any advice or opinion of any legal counsel,
accountants, valuers, auctioneers, surveyors, brokers, financial advisers, financial institution or any other
expert, whether or not addressed to it and whether their liability in relation thereto is limited (by its
terms or by any engagement letter relating thereto entered into by the Trustee or any other person or in
any other manner) by reference to a monetary cap, methodology or otherwise. The Trustee may accept
and shall be entitled to rely on any such report, confirmation, certificate, information, advice or opinion,
in which event such report, confirmation, certificate, information, advice or opinion shall be binding on
the Issuer, the Guarantor, China Minmetals, the Trustee and the Bondholders.

Whenever the Trustee is required or entitled by the terms of the Trust Deed, the Agency
Agreement, the Keepwell Deed or these Conditions to exercise any discretion or power, take any action,
make any decision or give any direction, the Trustee is entitled, prior to exercising any such discretion
or power, taking any such action, making any such decision or giving any such direction, to seek
directions from the Bondholders by way of Extraordinary Resolution, provided that, in either case, the
Trustee shall not be obliged to exercise such discretion or take such action unless it shall have been
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indemnified, secured and/or prefunded to its satisfaction against all liabilities, and the Trustee shall not
be responsible for any loss or liability incurred by any person as a result of any delay in it exercising
such discretion or power, taking such action, making such decision or giving such direction as a result
of seeking such direction from the Bondholders or in the event that no direction is given to the Trustee
by the Bondholders.

None of the Trustee or any of the Agents shall be responsible for the performance by the Issuer
and any other person appointed by the Issuer in relation to the Bonds of the duties and obligations on
their part expressed in respect of the same and, unless it has written notice from the Issuer to the
contrary, the Trustee and each Agent shall be entitled to assume that the same are being duly performed.
None of the Trustee or any of the Agents shall be liable to any Bondholder, the Issuer or any other
person for any action taken by the Trustee or any such Agent in accordance with the instructions of the
Bondholders. The Trustee shall be entitled to rely on any direction, request or resolution of Bondholders
given by Bondholders holding the requisite principal amount of Bonds outstanding or passed at a
meeting of Bondholders convened and held in accordance with the Trust Deed. Neither the Trustee nor
any of the Agents shall be under any obligation to ascertain whether any Winding-Up, Change of
Control or any event which could give rise to a right on the part of the Issuer to redeem the Bonds has
occurred or may occur or monitor compliance by the Issuer with the provisions of the Trust Deed, the
Agency Agreement, the Keepwell Deed or these Conditions.

Each Bondholder shall be solely responsible for making and continuing to make its own
independent appraisal and investigation into the financial condition, creditworthiness, condition, affairs,
status and nature of the Issuer, the Guarantor and China Minmetals, and the Trustee shall not at any
time have any responsibility or liability for the same and each Bondholder shall not rely on the Trustee
in respect thereof.

15 FURTHER ISSUES

The Issuer may from time to time without the consent of the Bondholders create and issue further
securities either having the same terms and conditions as the Bonds in all respects (or in all respects
save for the issue date, the first payment of interest on them and the timing for complying with
provisions in these Conditions in relation to the NDRC Post-Issuance Filing) and so that such further
issue shall be consolidated and form a single series with the outstanding securities of any series
(including the Bonds) or upon such terms as the Issuer may determine at the time of their issue.
References in these Conditions to the Bonds include (unless the context requires otherwise) any other
securities issued pursuant to this Condition 15 and forming a single series with the Bonds. Any further
securities forming a single series with the outstanding securities of any series (including the Bonds)
constituted by the Trust Deed or any deed supplemental to it shall, and any other securities may (with
the consent of the Trustee), be constituted by a deed supplemental to the Trust Deed. The Trust Deed
contains provisions for convening a single meeting of the Bondholders and the holders of securities of
other series where the Trustee so decides.

16 NOTICES

Notices to the holders of Bonds shall be mailed to them at their respective addresses in the
Register and deemed to have been given on the fourth weekday (being a day other than a Saturday or a
Sunday) after the date of mailing. The Issuer shall also ensure that notices are duly published in a
manner that complies with the rules and regulations of any stock exchange or other relevant authority on
which the Bonds are for the time being listed. Any such notice shall be deemed to have been given on
the date of such publication or, if published more than once, on the first date on which publication is
made.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held

on behalf of Euroclear or Clearstream or any Alternative Clearing System (as defined in the Trustee
Deed), notice to the holders of the Bonds shall be validly given by the delivery of the relevant notice to
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Euroclear or Clearstream or the Alternative Clearing System, for communication by it to entitled
accountholders in substitution for notification as required by the Conditions, and such notice shall be
deemed to be received by the Bondholders on the date of delivery of such notice to Euroclear or
Clearstream or the Alternative Clearing System.

17 CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of the Bonds under the Contracts
(Rights of Third Parties) Act 1999.

18 GOVERNING LAW AND JURISDICTION

(a)

(b)

(©

(d)

Governing Law: (i) The Trust Deed, the Agency Agreement, and the Bonds are governed by,
and shall be construed in accordance with, English law; and (ii) the Keepwell Deed is
governed by and shall be construed in accordance with Hong Kong law.

Jurisdiction: The courts of Hong Kong are to have exclusive jurisdiction to settle any
disputes that may arise out of or in connection with the Bonds, the Trust Deed, the Agency
Agreement and the Keepwell Deed and accordingly any legal action or proceedings arising
out of or in connection with any Bond, the Trust Deed, the Agency Agreement or the
Keepwell Deed (“Proceedings”) may be brought in such courts.

Service of Process: Each of China Minmetals and the Issuer irrevocably appoints the
Guarantor at its principal place of business at 18/F, China Minmetals Tower, 79 Chatham
Road South, Tsim Tsa Tsui, Kowloon, Hong Kong as its agent in Hong Kong to receive
service of process in any Proceedings in Hong Kong. If for any reason the Guarantor shall
cease to have an office in Hong Kong, each of the Issuer, the Guarantor and China
Minmetals shall forthwith appoint a new agent for service of process in Hong Kong and shall
deliver to the Trustee a copy of the new agent’s acceptance of their appointment within 30
days. Nothing in this Deed shall affect the right to serve process in any other manner
permitted by law.

Waiver of Immunity: Each of the Issuer, the Guarantor and China Minmetals has waived
any right to claim sovereign or other immunity from jurisdiction or execution and any similar
defence, and has irrevocably consented to the giving of any relief or the issue of any process,
including, without limitation, the making, enforcement or execution against any property
whatsoever (irrespective of its use or intended use) of any order or judgment made or given
in connection with any Proceedings.
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DESCRIPTION OF THE KEEPWELL DEED

The following contains summaries of certain key provisions of the Keepwell Deed. Such statements
do not purport to be complete and are qualified in their entirety by reference to the Keepwell Deed.

Subject to the last paragraph of the section, at all times during the term of the Keepwell Deed,

(a). China Minmetals undertakes with the Issuer, the Guarantor and for the benefit of the Trustee
(on behalf of each holder of the Bonds) that it shall directly or indirectly through its
controlled corporations hold at least 40 per cent. of the issued share capital of the Guarantor,
and China Minmetals, together with its controlled corporations, shall in aggregate remain as
the single largest shareholder of the Guarantor. The percentage of interest in the Guarantor
held by China Minmetals as referred to this Clause shall be calculated and determined in
accordance with Part XV of the Securities and Futures Ordinance (Cap. 571) of Hong Kong;

(b). China Minmetals undertakes with the Issuer, the Guarantor and for the benefit of the Trustee
(on behalf of each holder of the Bonds) that it shall maintain Management Control of the
Guarantor;

(¢). the Guarantor undertakes with the Issuer, China Minmetals and for the benefit of the Trustee
(on behalf of each holder of the Bonds) that it shall directly or indirectly own and hold all of
the issued shares of the Issuer. The Guarantor will not directly or indirectly pledge, grant a
security interest, or in any way encumber or otherwise dispose of any shares of the Issuer to
the extent that it will result in the Guarantor ceasing to directly or indirectly own and hold all
of the issued shares of the Issuer, except where it is required to do so pursuant to law or
regulation or final judgment of a court; and

(d). China Minmetals undertakes with the Issuer, the Guarantor and for the benefit of the Trustee
(on behalf of each holder of the Bonds) that it shall procure that the Guarantor directly or
indirectly owns and holds all of the issued shares of the Issuer. China Minmetals undertakes
to procure that the Guarantor will not directly or indirectly pledge, grant a security interest,
or in any way encumber or otherwise dispose of any shares of the Issuer to the extent that it
will result in the Guarantor ceasing to directly or indirectly own and hold all of the issued
shares of the Issuer, except where it is required to do so pursuant to law or regulation or final
judgment of a court.

For the purposes of the Keepwell Deed:

a company or corporation is a “controlled corporation” of another company or corporation if the
second mentioned company or corporation controls, directly or indirectly, one-third or more of the
voting power at general meetings of the first mentioned company or corporation, or if first mentioned
company or corporation or its directors are accustomed to act in accordance with the directions of the
second mentioned company or corporation; and

“Management Control” in relation to a company, corporation or entity means the ability to,
directly or indirectly, direct or cause the direction of the affairs of, and to control the composition of all
or the majority of the members of the board of directors or equivalent body of, such company,
corporation or entity (including without limitation the right to appoint and remove the directors or
equivalent officers of such company, corporation or entity).

Subject to the final paragraph of the section, for so long as the Bonds are outstanding, China
Minmetals further undertakes with the Issuer, the Guarantor and for the benefit of the Trustee (on behalf
of the holders of the Bonds) that it shall cause, in any manner as China Minmetals at its sole discretion
deems appropriate and in compliance with the laws and regulations applicable to China Minmetals:
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(a). each of the Issuer and the Guarantor to have a Consolidated Net Worth of at least U.S.$1.00
at all times;

(b). each of the Issuer and the Guarantor to remain solvent and a going concern at all times under
the laws of their respective jurisdiction of incorporation;

(c). the Issuer to have sufficient liquidity to ensure timely payment by the Issuer of any amounts
payable in respect of the Bonds in accordance with the terms and conditions of the Bonds;
and

(d). the Guarantor to have sufficient liquidity to ensure timely payment by the Guarantor of any
amounts payable under the Guarantee of the Bonds.

For purposes of the Keepwell Deed:

“Consolidated Net Worth” means, in relation to the Issuer or the Guarantor, the excess of its
total assets over total liabilities, in each case on a consolidated basis and to be determined in accordance
with Financial Reporting Standards as issued by the Hong Kong Institute of Certified Public
Accountants consistently applied.

Furthermore, subject to the final paragraph of the section, for so long as the Bonds are
outstanding, China Minmetals undertakes in the Keepwell Deed:

(a). to procure that the memorandum and articles of association of the Issuer and the
memorandum and bye-laws of the Guarantor shall not be amended in a manner that is,
directly or indirectly, adverse to holders of the Bonds and the Guarantee of the Bonds;

(b). to cause (i) the Issuer to remain in full compliance with the terms and conditions of the
Bonds, the Trust Deed and all applicable rules and regulations in the British Virgin Islands
and Hong Kong and (ii) the Guarantor to remain in full compliance with the terms and
conditions of the Bonds, the Trust Deed, the Guarantee and all applicable rules and
regulations in Bermuda and Hong Kong; and

(c). to ensure, in any manner as China Minmetals at its sole discretion deems appropriate and in
compliance with the laws and regulations applicable to China Minmetals, that the Issuer and
the Guarantor has sufficient funds to meet their respective obligations with respect to any and
all fees, expenses and obligations of the Issuer or the Guarantor, including but not limited to
fees and expenses with respect to the corporate formation and administration of the Issuer or
the Guarantor.

The parties to the Keepwell Deed will acknowledge that in order for China Minmetals to comply
with its obligations under the Keepwell Deed, China Minmetals may require governmental or regulatory
approvals, permits and filings pursuant to applicable laws.

The Keepwell Deed may be modified, amended or terminated by the written agreement of the
parties thereto provided the Trustee is satisfied that the interests of the holders of the Bonds would not
be thereby materially prejudiced by such modification, amendment or termination or the Trustee
otherwise consents to such modification, amendment or termination.

The Keepwell Deed will be governed by Hong Kong law.
The Keepwell Deed is not, and nothing therein contained and nothing done pursuant thereto by

China Minmetals shall be deemed to constitute, a guarantee by China Minmetals of the payment of any
obligation, indebtedness or similar liability, of any kind or character whatsoever, of the Issuer under the
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laws of any jurisdiction. China Minmetals therefore shall not have any obligation to make direct
payment or any similar liabilities and thereby disclaims and direct payment obligation and/or any similar
liabilities under the Keepwell Deed.
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DESCRIPTION OF THE ISSUER

OVERVIEW

The Issuer was incorporated as a BVI business company with limited liability on 20 April 2011
under the laws of the British Virgin Islands. The registered office of the Issuer is at Vistra Corporate
Services Centre, Wickhams Cay II, Road Town, Tortola, VG1110, British Virgin Islands. The current
maximum number of authorised shares of the Issuer is 50,000 shares of par value US$1.00 each. The
Issuer has one share in issue.

BUSINESS ACTIVITY

The Issuer is a wholly-owned subsidiary of the Guarantor. As at the date of this Offering Circular,
the Issuer has not, since its incorporation, engaged in any material activities other than those relating to
the issue of bonds and activities incidental thereto.

DIRECTORS

The directors of the Issuer as at the date of this Offering Circular are Mr. He Jianbo and Mr. Chen
Xingwu.

FINANCIAL STATEMENTS
As at the date of this Offering Circular, save for the issue of the Bonds and other activities

reasonably incidental thereto, the Issuer has no business nor assets and therefore, it has not prepared any
financial information since its incorporation.
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DESCRIPTION OF THE KEEPWELL PROVIDER

OVERVIEW

Founded in 1950, China Minmetals was established by the State Council as the designated trading
channel for mineral and industrial products in the PRC. Since then, China Minmetals has become the
largest metals and mining conglomerate in the PRC and holds a leading position in the global metals
and mining industry according to Fortune Magazine. Among the 51 structurally important state-owned
enterprises supervised by the SASAC, it has been selected by the SASAC to be one of the ‘“ten key
enterprises” for becoming ‘“‘world-class enterprises” as part of the 13th Five-Year Plan’s
internationalisation strategy. In 2016, China Minmetals was selected by the SASAC as the first state-
owned capital investment pilot company in the metals and mining industry. China Minmetals was ranked
92th overall and second in the metals industry among the Fortune Global 500 in terms of revenue for the
year ended 31 December 2020, according to Fortune Magazine, which marked the 14th consecutive year
China Minmetals was ranked on this list.

China Minmetals is a leading, vertically integrated commodities group with a global presence and
a diversified portfolio of metals and minerals products. China Minmetals engages in metals and mining
businesses and emerging diversified businesses. China Minmetals’ comprehensive businesses comprise
(i) metals and minerals, (ii) metallurgical construction, (iii) trade and logistics, and (iv) finance and real
estate.

Within the PRC, China Minmetals’ long-standing operations have reinforced its leadership across
many non-ferrous and other metals, and have established China Minmetals’ leading market positions
along each step of the metals and mining value chain. Globally, China Minmetals has grown its portfolio
of mining assets and developed strategic footholds in major base metals producing regions worldwide,
particularly for base metals such as copper and zinc.

On 8 December 2015, as approved by the PRC Government, China Metallurgical Group
Corporation (the “MCC Group”) has become a wholly-owned subsidiary of China Minmetals (the
“Strategic Restructuring”) and, consequently, the MCC Group’s financial results have been
consolidated into China Minmetals’ financial statements since then. China Minmetals believes that the
consolidation of the MCC Group has strengthened and will further strengthen its capital position and
resources, improve its efficiencies, lower its operating costs and enhance its integrated business model
across the metals and mining value chain. Leveraging the strong research and development capability,
the synergy of the metallurgical businesses and diversified businesses brought into China Minmetals by
the MCC Group, China Minmetals’ competitiveness has been further enhanced, laying the foundation for
the formation of a world-class metals and mining conglomerate.

For the avoidance of doubt, the PRC government is not an obligor and shall not under any
circumstances bear any obligations arising out of or in connection with the Bonds, the Guarantee or the
Keepwell Deed in lieu of us or China Minmetals. The PRC Government only assumes limited liability as
a shareholder of China Minmetals, which is limited to its equity contributions in China Minmetals. The
Bonds are solely to be repaid by and the Guarantee is solely to be discharged by us as an independent
legal person.

COMPETITIVE STRENGTHS

Strong support from the PRC Government

China Minmetals fulfils a crucial, strategic role in the PRC national economy and, as a result,
receives strong support from the PRC Government through various initiatives which help advance China
Minmetals’ strategic and financial objectives. China Minmetals is one of the strategically important
state-owned enterprises supervised by the SASAC and has been selected by the SASAC to be one of the
“ten key enterprises” for creating “world-class enterprises” as part of the 13th Five-Year Plan’s
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internationalisation strategy. China Minmetals’ mission is to maintain the supply of mineral resources
for the PRC, to lead innovative industrial transformation and upgrading, and to support the “Belt and
Road Initiative” of the PRC Government (the “Belt and Road Initiative”). In addition, China
Minmetals’ chairman and president are directly appointed by the State Council and its senior
management team is directly appointed by the SASAC. Some examples of government support received
by China Minmetals to date include:

. Support for restructuring and consolidation of state-owned enterprises: The PRC
Government has actively promoted the restructuring and consolidation of state-owned
enterprises and China Minmetals has benefited from the PRC Government’s restructuring and
consolidation plans. Since 2004, China Minmetals has grown its capital base through various
capital injections and consolidated quality assets through various asset transfers and asset
restructuring exercises. On 8 December 2015, as approved by the PRC Government, the
MCC Group has become a wholly owned subsidiary of China Minmetals and the financial
results of the MCC Group have been consolidated into China Minmetals’ financial statements
since 1 January 2016. The SASAC’s support for the Strategic Restructuring demonstrated its
commitment to the reform of state-owned enterprises and its goal to develop China
Minmetals into a strategically important conglomerate. China Minmetals believes that the
consolidation of the MCC Group with China Minmetals will further strengthen its capital
position, improve operating efficiencies, lower its operating costs and enhance its integrated
business model across the metals and mining value chain.

. Financial support through financial grants and preferential tax treatment: China
Minmetals received government grants from the PRC Government to support its capital and
operational needs. In addition, China Minmetals has received tax incentives and government
funding for its research and development projects. China Minmetals has also received special
purpose funds for its projects from Chinese policy banks, including China Development Bank
and Export-Import Bank of China.

. Support for overseas expansion: The PRC Government supports China Minmetals’
international expansion plans as a means of securing strategic overseas mining resources and
ensuring a steady supply of strategic resources for the PRC. Over the years of successful
international expansion, China Minmetals has established overseas bases for copper in Peru,
Democratic Republic of The Congo and Afghanistan, for chrome in South Africa, for zinc in
Australia and for nickel in Papua New Guinea.

. Other strategic and business support: The PRC Government also provides China Minmetals
with support in its business strategy and development. For example, China Minmetals is
frequently invited to participate in policy discussions and plays an important role in
establishing multiple industry standards and specifications in the metals and mining industry.
It is one of the first enterprises in the PRC that has obtained exclusive exploration right and
prioritised mining right to certain international coastal mining areas. China Minmetals’
diversified business model is also supported by the PRC Government. For example, China
Minmetals is the only SASAC-owned central enterprise which is qualified to design and
construct theme parks. In 2016, China Minmetals was selected by the SASAC as one of the
six second-batch, state-owned capital investment pilot enterprises to carry out capital
investment activities, and was the first enterprise selected in the metals and mining industry.
In addition, China Minmetals is also one of the largest ferrous metallurgic engineering
research and design centres, and has undertaken the construction tasks for several major
national steel industry bases such as Baosteel, Anshan Iron and Steel, Wuhan Iron and Steel,
and Panzhihua Iron and Steel.
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The largest metals and mining conglomerate in the PRC with a leading position globally

China Minmetals is a leading integrated metals and mining conglomerate in the PRC, with an
established and growing portfolio of mining assets and an extensive marketing network. China
Minmetals is one of the largest producers and held the largest amount of reserves across a broad range
of metals and minerals in China, and will continue to strengthen its position globally as a leading
producer in base metals.

Within the PRC, China Minmetals is a leading producer of a number of non-ferrous and other
minerals. China Minmetals believes that nationwide it was the largest producer of mineral copper, one of
the largest suppliers of non-ferrous metals and materials and steel structures, one of the six operation
groups for rare earth and the largest independent producer for iron ore. China Minmetals believes that it
held the world’s largest amount of bismuth, tungsten and antimony reserves and is the largest antimony
products producer in the world. In addition, capitalising on its abundant mining resources with world-
class quality around the world, China Minmetals believes that it is the largest metallurgical engineering
constructor in the world and one of the largest raw material suppliers in metallurgical industry, with
world-leading metallurgical engineering design and research centres. China Minmetals ranked the 8th in
terms of overseas construction revenue in the 2019 ENR’s Top 250 Global Contractors List and is one
of the world’s largest comprehensive product construction companies.

China Minmetals plays a strategic role to the mineral resource security of the PRC. For mining
resources in scarcity in the PRC, such as copper, lead, zinc and iron ore, China Minmetals contributed a
material part to the PRC’s mining reserves. For mining resources in abundance in the PRC, such as
tungsten, bismuth and antimony, China Minmetals leverages its advantages as the largest metals and
mining conglomerate in the PRC and continues to a world-leading producer for tungsten, bismuth and
antimony.

The completion of the Strategic Restructuring has further strengthened China Minmetals’ mining
assets portfolio, as the MCC Group currently holds mining interests in six overseas mines which have
abundant mineral resources in iron ore, copper, nickel, gold, zinc and lead. In addition, the MCC Group
also engages in the production of polysilicon in Henan province. Following the completion of the
Strategic Restructuring, China Minmetals now has copper resources in Peru, Australia and Afghanistan,
chrome resources in South Africa, zinc resources in Australia, and nickel resources in Papua New
Guinea. Leveraging the MCC Group’s metallurgical engineering business, China Minmetals was one of
the largest sellers of ferrous metals in China, one of the largest suppliers of steel structures and other
raw materials for the metallurgical industry in China, one of the largest metallurgical engineering
contractor in the world and one of the largest metallurgical construction operation service enterprise
groups in the world, and operated a leading metallurgical engineering research and design centre.

Integrated business model across the metals and mining industry value chain supports operational
stability and increases synergy, competitiveness and profitability

China Minmetals believes diversity is a vital competitive advantage in achieving superior business
stability relative to its less diversified peers in the industry by delivering significant cash flow and risk
diversification through its many commodity exposures, geographic locations and operating platforms. By
offering a wide portfolio of products with varying correlations to the underlying economic and
commodity cycles, China Minmetals aims to mitigate its overall exposure to price volatility and achieve
business stability. China Minmetals’ worldwide presence and activities allow it to further diversify its
revenue and cash flow composition and reduce susceptibility to geopolitical or specific risks in a
particular jurisdiction. China Minmetals also benefits from its processing and trading operations, which
tend to be less correlated to commodity price volatility compared to its mining operations. China
Minmetals’ extensive business platform has also grown to encompass diversified industries, including
real estate, finance and infrastructure and urbanisation construction, which complements its core mining
business, increases China Minmetals’ overall profitability and provides further diversification and
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effective hedges against commodity and macroeconomic cycles for China Minmetals. China Minmetals
believes that its well-balanced and complementary assets platform establishes a strong foundation for its
long-term growth.

China Minmetals has established an integrated business model that covers each key segment of the
value chain in the metals and mining industry, including metallurgical engineering, construction,
development of mineral resources, manufacturing and processing of minerals and metals, and minerals
marketing and logistics services. This integrated business platform provides unique competitive
advantages over its peers operating in only one segment or a few segments of the metals and mining
value chain. In addition, in 2020, China Minmetals further cooperated with Rio Tinto, a global mining
conglomerate, to establish a joint venture in Hainan province to further strengthen China Minmetals’
mining exploration expertise.

The integrated business model enhances China Minmetals’ operational stability through ownership
of physical commodities traded by China Minmetals. China Minmetals’ exploration, mining, smelting
and processing operations help secure a stable, reliable supply of commodities and products for China
Minmetals’ trading activities and ensure stability in China Minmetals’ vertically integrated business
model. China Minmetals’ acquisition of one of the world’s largest copper mines, Las Bambas, has
significantly strengthened China Minmetals’ copper production capabilities. An integrated business
platform with operational stability provides the unique advantage of pursuing opportunities which
maximise returns across the entire supply chain, and enhances China Minmetals’ opportunities to further
expand other available business initiatives.

The completion of the Strategic Restructuring has further enhanced China Minmetals’ integrated
business model across the metals and mining value chain, with opportunities for synergy arising from
the addition of the MCC Group’s capability in engineering, procurement and construction management
(“EPCM”) as well as its mining, processing, smelting and trading assets and capabilities. For example,
through cross-segment referral and collaboration, the MCC Group has successfully obtained the EPC
general contract of the CNI Ferronickel Smelting Project in Indonesia and a 10-year exclusive sales
agreement for the ferronickel produced afterwards, which in turn has brought a stable supply of nickel
from Indonesia for China Minmetals’ Material Development business. The completion of the Strategic
Restructuring has also further strengthened China Minmetals’ mining assets portfolio, created a unique
business model with complementary segments, and reinforced China Minmetals’ market competitiveness,
bargaining power, operation capability and access to new opportunities. This would be achieved through
the utilisation of the MCC Group’s metallurgical EPCM capability for the design and construction of
China Minmetals’ mine sites, especially for greenfield projects. Leveraging the MCC Group’s research
and development platform, experience, management and comprehensive EPCM solutions, China
Minmetals’ mining operations could be further optimised. In addition, steel or raw materials used as
part of the MCC Group’s EPCM business could be sourced internally from China Minmetals’ mines,
which enhances the stability of supply and increases profitability. China Minmetals’ subsidiaries can
also share experiences and researches in designated areas and topics, such as environmental protection.
There has been collaborated efforts, internally within China Minmetals and externally with Wuhan
University, in the recycling of mine tailings, as part of China Minmetals’ enhanced environmental
protection contribution.

Furthermore, China Minmetals’ in-house operations allow China Minmetals to retain a high degree
of control in its marketing and trading activities. As a result, China Minmetals preserves direct
connectivity with customers, develops long-term relationships and gathers superior market intelligence,
which reinforces its market leadership and competitiveness. For instance, capitalising on its strong sales
and marketing capacities, China Minmetals has become a leading trading company of minerals and
metals in the PRC. Vertical integration also allows China Minmetals to capture profit margins along the
value chain.
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In addition, China Minmetals’ fully-licensed financial service entity provides comprehensive
financial services to the members of China Minmetals. For example, Minmetals Securities Co., Ltd.
(“Minmetals Securities”) has facilitated ABS issuance and PPP project financing for other subsidiaries
in China Minmetals, and Mianyang Bank, in which China Minmetals owns equity interest, provided
credits to China Minmetals for its PPP projects.

Significant growth potential of China Minmetals’ infrastructure and urbanisation construction
business and new materials and new resources business and opportunities arising from the Belt
and Road Initiative enhance overall profitability

China Minmetals has engaged in various businesses, including metallurgical construction business
and new energy materials segment, which have favourable industry dynamics and growth potential.
China Minmetals believes that it has various strengths in such businesses to capture significant industry
potential for growth in the future, further increasing China Minmetals’ overall profitability.

China Minmetals is a leading metallurgical and other construction solutions provider, and actively
participates in the development of smart cities and eco-friendly cities. China Minmetals conducts
metallurgical construction projects mainly through the MCC Group. The metallurgical engineering and
construction business has been the MCC Group’s core focus and strongest business area, which provides
China Minmetals with strong research and development capacity and extensive construction experience.
China Minmetals has been traditionally involved in metallurgical engineering projects, such as Hejing
Steel Base Project in Vietnam, Papua New Guinea Ramu Ni-co Project, OBI Ferronickel project in
Indonesia. China Minmetals has also expanded its business to cover various landmark construction
projects, including the Universal Studios in Singapore, Shanghai Disneyland, the subway (MRT) project
in Singapore, the airport express highway in Sri Lanka and sewage treatment project in Shanghai. China
Minmetals is also one of the pioneers in the construction of integrated subterranean piping systems and
ranked first in terms of market share and construction mileage in the integrated subterranean piping
system construction market in China in 2018 being involved in various integrated subterranean piping
system construction projects including in Zhuhai, Xi’an, Lanzhou and Shenzhen. China Minmetals is
also an expert in the field of special theme park engineering, being the only enterprise in China with
theme park design and construction capabilities and qualifications. Leveraging the MCC Group’s
expertise in engineering, China Minmetals has the required experience, technology and construction
capabilities to carry out transportation infrastructure construction and other construction involving
various industries, including mining, environmental protection, power and energy management,
chemicals and optoelectronic industries, and capture the opportunities arising from the Belt and Road
Initiative.

China Minmetals believes that the Belt and Road Initiative will bring about significant demand for
infrastructure projects in the Belt and Road regions. This is expected to increase demand for China
Minmetals’ metals and minerals business and create a broader overseas market for China Minmetals’
metallurgical engineering and infrastructure and urbanisation construction businesses. Key infrastructure
and urbanisation construction projects undertaken by China Minmetals in the Belt and Road regions
include metallurgical engineering projects, city parks and roads construction. China Minmetals is
positioned as a leading urbanisation constructor and provides comprehensive project solutions. As at the
date of this Offering Circular, it occupied the largest market share in terms of length in underground
utility tunnels network construction in the PRC. It is the only SASAC-owned central enterprise which is
qualified to design and construct theme parks. China Minmetals has gained increased presence in
overseas expansion along the Belt and Road Initiative areas, utilising these advantages, resources and
experiences previously accumulated.

In relation to its new energy materials business, China Minmetals has comprehensive exploration,
mining, research and processing capabilities across the entire industry value chain. China Minmetals
primarily produces lithium, cobalt and nickel-cobalt under its new energy material segment. In response
to the rapid increasing demands for lithium cathodes, China Minmetals has been focusing on
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manufacturing lithium cathodes in recent years. China Minmetals’ operation covers critical stages and
aspects of the value chain through the lithium industry, from mining, processing, to producing positive
and negative electrode materials.

Strong research and development capability drives business growth

China Minmetals’ strong research and development capability supports its businesses and
maximises synergy, by, for example, improving China Minmetals’ mining capabilities and its ability to
undertake high value-added engineering and construction projects, and enabling China Minmetals to
develop or adopt new technology for its development of new materials, energy resources and
construction methods.

China Minmetals continuously invest in research and development activities. China Minmetals has
a team of high-calibre talents who are on the cutting edge of the industry’s development, including
members of the China Engineering Academy and the National Million Talents Plan, national survey and
design engineers, hundreds of employees with doctorate degrees in various technological areas. China
Minmetals also has various national technology innovation platforms and national key laboratories,
including the National Steel Smelting Equipment and System Integrated Engineering Technology
Research Centre, the National Steel Production and Efficiency Optimisation Engineering Technology
Research Centre, the National Steel Industrial Environmental Protection Key Laboratory, the National
Industrial Construction Analysis and Transformation Engineering Technology Research Centre, the
National Steel Structure Technology Research Centre, the National Steel Construction Material Quality
Control and Testing Centre and the National Sintering Pellet Equipment System Engineering Technology
Research Centre.

China Minmetals has received numerous awards in recognition of its strong research and
development capability, including the National Science and Technology Advancement Award, the
National Patent Excellent Award, the Nonferrous Metals Industrial Science and Technology Award and
the Metallurgical Science Technology Award by China Metallurgical Industry Association and China
Metallurgical Society. In 2020, China Minmetals was ranked 92nd overall, and was the second in the
metals industry among the Fortune Global 500 in terms of revenue for the year ended 31 December
2020, according to the Fortune Magazine, which marked the 14th consecutive year China Minmetals was
ranked on this list. In 2017, China Minmetals was ranked fourth in the metals industry, on the list of
“World’s Most Admired Companies” ranking by Fortune Magazine. Key award-winning technologies
developed by China Minmetals include clean and effective coking technology and the application of
relevant equipment, typhoon and disaster prevention theories and application to roof and enclosure
systems, tungsten, fluoride, phosphorus and calcium strategic mineral resources flotation interface
assemble technology and application, coke ventilation control and application and an environmental
friendly bottom-filtration blast furnace slag equipment and application.

Diversified financing channels with prudent internal management to maintain a healthy debt
structure and sustainable cash flow

China Minmetals has diversified financing channels and prudent internal management and control
systems in place to ensure business sustainability and to improve cash flow and liquidity. China
Minmetals has implemented central management on capital to enhance its efficiency. Under centralized
management, China Minmetals has successfully raised capital through multiple issuances of bonds in
both domestic and offshore capital markets. It has also tapped into the capital market through equity
financing transactions, including private placement, strategic investment and employee share issuance.
With its strategic positioning in the nation’s metals and minerals sector, stable profitability and secured
and sustainable cash flow, China Minmetals maintains close relationships with major financial
institutions in China and overseas. This close relationship allows China Minmetals to maintain
diversified low-cost funding channels and ample credit facilities as well as liquidity to support its
business operations, capital investments and acquisitions requirements.
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Experienced management team and a sustainable development strategy

Through over 50 years of efforts in the PRC and overseas, along with support from its
remuneration committee which reviews, among others, its equity incentive plans, China Minmetals has
forged a dedicated management team with extensive industry experience and global vision, which can
quickly capture market opportunities. China Minmetals’ senior management team has significant
experience in the global metals and mining industry and strong technical and operational expertise in
mining operations, as well as in the processing, manufacturing and marketing of minerals and metals.
Many members of the senior management of China Minmetals have extensive experience of working
within China Minmetals for over 20 years, accumulating significant industry knowledge and skills in
managing China Minmetals’ business operations.

In addition, many members of China Minmetals’ management team have received education or on-
position training overseas and participated in many cross-border mergers and acquisitions. As a result,
China Minmetals’ management team has accumulated valuable experience in managing and operating
overseas investment or production projects. The significant experience and proven track record of China
Minmetals’ successful development provide China Minmetals’ senior management team with an in-depth
understanding of the metals and mining industry, allowing them to develop a long-term strategy to
enhance China Minmetals’ leading position and lead its future development.

To ensure sustainable development by China Minmetals: China Minmetals attaches great
importance to the development, maintenance and improvement of its risk management system and also
commits to the highest safety and environmental standards in its operations.

. Risk management system: China Minmetals has established a comprehensive, integrated risk
management system with three lines of defences across all business operations. China
Minmetals’ risk management committee oversees the risk management practices of China
Minmetals while China Minmetals’ audit committee is responsible for the supervision and
internal audit of China Minmetals’ risk management policies and practices. Both the risk
management committee and the audit committee report to the board of directors of China
Minmetals. China Minmetals believes that its risk management system is well recognised in
the PRC, as it has been highlighted by the SASAC to other state-owned enterprises as a
recommended practice.

. Workplace safety: China Minmetals aims to create a safety-oriented enterprise by establishing
a safety management platform, with a motto of “cover all, tolerate none” towards safety
concerns, in order to enhance the safety of its employees and establish a safe work
environment. China Minmetals has made substantial investment towards the production safety
initiatives, and has received several national awards in respect of its safety standards and
track records, including the Golden Bee Excellent enterprise for Social Responsibility Report
Award in 2016.

. Environmental sustainability: China Minmetals is a member of the United Nations Global
Compact and has applied environmental protection concepts in every stage of its operations.
China Minmetals has received several awards in respect of its environmental protection
practices both in the PRC and overseas. For example, China Minmetals has established an
environmental protection management platform, developed the operation of green mines and
promoted other green activities such as emission reduction and reduced energy consumption.
In addition, China Minmetals phased out four obsolete processes, significantly reducing its
consumption of standard coal, and conducted environmental protection training activities for
its personnel.
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BUSINESS STRATEGIES

China Minmetals aims to leverage its trading and resources base and become a globally
competitive and internationally influential metals and mining conglomerate and a reputable, world-class
and innovative multinational enterprise. In addition, China Minmetals aims to strengthen its role in
securing strategic and scarce mineral resources for the PRC, and play a leading role in the reform and
transformation of the metals and mining industry. It plans to achieve these objectives through the
execution of the following business strategies:

Continue expanding China Minmetals’ key business segments domestically and globally, in
particular capitalising on growth opportunities arising from the Belt and Road Initiative

China Minmetals intends to continue to secure high-quality mining assets, increasing its reserves
and resources through organic development and exploration opportunities within its existing portfolio
both domestically and overseas. For example, China Minmetals’ acquisition of Las Bambas in 2014, the
largest outbound copper asset acquisition of the PRC and one of the world’s largest copper projects
under development at the time, has significantly strengthened China Minmetals’ copper production
capabilities and overall profitability. Within the PRC, China Minmetals intends to focus on minerals
with abundant reserves domestically, such as tungsten and rare earths, to further strengthen its
leadership at home and globally. China Minmetals primarily produces lithium, cobalt and nickel-cobalt
under its new energy materials segment and expects to focus on growing this business segment to
capitalise on the rapidly growing demand for these materials. Production increases through improved
mining plans, better technology and operational efficiencies will be evaluated and pursued in order to
expand its supply of commodities.

China Minmetals will also continue to focus on technological innovation and the development of
new techniques and products in its metallurgical engineering, construction business, as well as improve
its existing key technologies in metallurgical engineering. China Minmetals will focus, in particular, on
energy saving and emission reduction technologies.

China Minmetals also plans to capitalise on the rapid urbanisation of the PRC to expand its
infrastructure and urbanisation construction business by leveraging its experience and strengths in
metallurgical construction and engineering. China Minmetals will focus primarily on public
transportation, municipal administration, clean energy, urban complex construction, integrated
subterranean piping system construction and featured theme projects. China Minmetals plans to increase
its investment in technology development for the infrastructure and urbanisation construction market, as
well as its investment in management, personnel, equipment and sales and marketing.

In respect of overseas markets, as emerging market economies continue to industrialise and
urbanise, and economic exchanges between China and its neighbouring countries continue to grow,
especially those along the Asian economic corridors, China Minmetals is poised to capitalise on
opportunities for China Minmetals to expand overseas. In particular, the Belt and Road Initiative is
expected to increase demand for China Minmetals’ metals and minerals business and create a broader
overseas market for China Minmetals’ metallurgical engineering and infrastructure and urbanisation
construction business. China Minmetals will also continue to strategically select attractive overseas
acquisitions to add to its core portfolio of long-life, low-cost, nonferrous focused mining assets. China
Minmetals aims to capitalise on its strong government support, extensive global network, local business
relationships and its strengths in branding, technology and capital to proactively implement its
international expansion plans, while maintaining strict control over overseas business risks and
improving the operations of overseas projects with strengthened local management. At the same time,
China Minmetals also aims to implement plans to increase production at existing operations using
strategies similar to those employed domestically.
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Further enhance synergies among China Minmetals’ business segments

In addition to its metals and mining businesses segments, China Minmetals has built an extensive
business platform, including real estate and financial services, to enhance China Minmetals’ overall
profitability and provide further diversification and effective hedges against commodity and
macroeconomic cycles. China Minmetals intends to capitalise on its integrated business platform and
capabilities to enhance synergies among its business segments. For example, China Minmetals’ finance
business has facilitated obtaining funding for China Minmetals’ mining business. China Minmetals’
business segments could also provide or support many complementary growth opportunities to its
emerging diversified business segments in the form of information sharing, intelligence gathering, fiscal
support and customer relationships. Within a business segment, China Minmetals also intends to
strengthen communication and collaboration to collect better market and customer knowledge, and to
generate cross-selling opportunities.

China Minmetals will focus on sharing resources and integrating the mining, processing, smelting
and trading operations, as well as the real estate development business, of China Minmetals and the
MCC Group. China Minmetals intends to develop synergies arising from the addition of the MCC
Group’s EPCM capability as well as its mining, processing, smelting and trading assets and capabilities,
by utilising the MCC Group’s metallurgical EPCM capability for the design and construction of China
Minmetals’ mining sites, especially for greenfield projects. China Minmetals will also continue to
promote its internal collaboration, by integrating the businesses of the MCC Group, in the purchases and
sales of steel, steel mill negotiations, logistics park development, agent bidding, financing, capital
operation and other areas. Leveraging the MCC Group’s research and development platform, experience,
management and comprehensive EPCM solutions, China Minmetals’ mining operations could be further
optimised. In addition, the steel or raw materials used as part of the MCC Group’s EPCM business could
be sourced internally from China Minmetals’ mines, which enhances the stability of supply and
increases profitability.

Promote the development of China Minmetals as a state-owned capital investment enterprise

In 2016, China Minmetals was selected by the SASAC as the first and one of the six second-batch,
stateowned capital investment pilot enterprises to carry out capital investment activities, and was the
first enterprise selected in the metals and mining industry. In furtherance of the goals of the pilot
programme, China Minmetals has reorganised the functional departments at its headquarters and reduced
the number of staff to increase operational efficiency. China Minmetals intends to continue to improve
the efficiency of its administrative and management processes and, in particular, processes associated
with the implementation of business strategy, determination of commercial decisions, establishment of
development objectives, risk control and performance assessment. Furthermore, China Minmetals intends
to maintain its focus on cost control and asset utilisation. For example, China Minmetals conducted the
development and construction of the Las Bambas mine on time and on budget with commercial
production having commenced in 2016, demonstrating its management team’s ability to mitigate
common risks on development and construction projects, such as cost overrun and delay in delivery.
China Minmetals also intends to enhance its capital management policies, establish a framework and
build an effective model for capital investment and improve the operation of state-owned assets.

Enhance customer loyalty by expanding business footprint and providing value-added services
globally, and pursue sustainable growth

China Minmetals believes that its global expansion across business segments and along the value
chain will improve customer loyalty by providing convenience, better responsiveness, ease of access,
and a superior, more comprehensive product and service offering. For instance, China Minmetals’
ongoing investment in, and acquisitions of, mining and processing assets will further ensure a secure,
long-term supply for its customers in its trading operations. China Minmetals will also optimise
distribution channels to improve customer reach, product availability and delivery operations. In
addition, China Minmetals plans to further enhance customer experience by providing value-added
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services such as more accessible logistics, supply chain management and financing services. China
Minmetals will continue to expand its product, geographical and service offerings to further improve
long-term customer satisfaction and loyalty.

One of China Minmetals’ key strategic visions is to ‘“develop a green enterprise”. China
Minmetals is committed to pursuing sustainable growth through promoting a corporate culture of
“building an environmentally friendly company”. China Minmetals intends to strictly follow relevant
laws and regulations and maintain open communications as well as regular engagements with regulators,
local communities and other stakeholders. China Minmetals will continue to adopt advanced energy
conservation technologies and upgrade its facilities and production process to reduce pollution and
improve its waste recovery and recycling ratios.

Continue to promote technological innovation and the development of key technologies

China Minmetals intends to continue to develop and strengthen its technology innovation platform
by optimising the allocation of technology resources, obtaining national financial support for research
and development and focusing its efforts on promoting technology innovation so as to maintain,
reinforce and develop itself as an innovative enterprise. China Minmetals has assembled a team of high-
calibre talents responsible for its research and development activities, and has built national technology
innovation platforms and national key laboratories.

China Minmetals will adapt advanced overseas technologies for the Chinese market, while
leveraging the core technological advantages of its existing businesses to focus on the research and
development of new techniques, new technology and new products, in order to reinforce its leading
positions and increase its competitiveness and market shares. China Minmetals will also intensify
applied research and speed up the application and industrialisation of technological research
achievements so as to promptly turn scientific research achievements into economic benefits.

AWARDS

. In 2020, China Minmetals was ranked 92nd overall, and was the second in the metals
industry among the Fortune Global 500 in terms of revenue for the year ended 31 December
2020, according to the Fortune Magazine, which marked the 14th consecutive year the Group
was ranked on this list.

. In 2019, China Minmetals was ranked 112th overall, and was the first in the metals industry
among the Fortune Global 500 in terms of revenue for the year ended 31 December 2018,
according to the Fortune Magazine.

. In 2018, China Minmetals was ranked 109th overall, and was the first in the metals industry
among the Fortune Global 500 in terms of revenue for the year ended 31 December 2018,
according to the Fortune Magazine, which marked the 12th consecutive year China
Minmetals was ranked on this list.

. In 2017, China Minmetals was ranked fourth in the metals industry, on the list of “World’s
Most Admired Companies” ranking by Fortune Magazine.

J In 2017, China Minmetals was ranked 120th overall, and was the first in the metals industry
among the Fortune Global 500 in terms of revenue for the year ended 31 December 2016,
according to Fortune Magazine.

. In 2017, China Minmetals was awarded “Outstanding Contribution Award 2017 by China
Foundation of Poverty Alleviation and won the 2017 National Science and Technology
Awards with four scientific and technological achievements.
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. In 2015, China Minmetals was awarded the “Outstanding Enterprise in Overseas Resources
Development Strategy” award by the China Non-ferrous Metals Magazine and China
Nonferrous Metals Industry Association.

. In 2015, China Minmetals won the “Evergreen Award of GoldenBee Excellent CSR Report
2015 and the “Innovation Award of GoldenBee Excellent CSR Report 2015” in the eighth
GoldenBee International Conference on CSR Reporting sponsored by China WTO Tribune
and China Business Council for Sustainable Development, and co-sponsored by the Embassy
of Sweden in Beijing and Deutsche Gesellschaft fiir Internationale Zusammenarbeit.

. In 2015, China Minmetals’ subsidiary, Zhuzhou Cemented Carbide, was awarded the Second-
Class Honour of the State Technological Invention Award by the State Council for its
technological achievement in high-performance, tungsten-based composite materials and their
applications.

. In 2014, China Minmetals was recognised as one of the “Most Influential Enterprises in
China” by China Enterprise Confederation.

. In 2014, China Minmetals won the “China Industrial Award”, which is the highest award in
the Chinese industrial sector approved by State Council and appraised by CFIE.

. In 2014, China Minmetals was ranked as one of the top 10 state-owned enterprises and was
ranked first in the metals industry by CSR indicators, according to the Research Report on

Corporate Social Responsibility in China (2014).

. In 2014, China Minmetals was awarded the “Best Environmental Protection Practices” award
by Global Compact Network China.

OTHER INFORMATION

In December 2017, China Minmetals completed the procedures to transform into a joint-stock
limited company with its Chinese name changed to “HE AEEB AR A AF]".
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SUMMARY OF PROVISIONS RELATING TO THE BONDS IN GLOBAL FORM

The Global Certificate contains provisions which apply to the Bonds while they are in global form,
some of which modify the effect of the Terms and Conditions of the Bonds set out in this Offering
Circular.

Terms defined in the Terms and Conditions of the Bonds set out in this Offering Circular have the
same meanings in the paragraphs below.

The Bonds will be represented by the Global Certificate which will be registered in the name of a
nominee of, and deposited with, a common depositary for Euroclear and Clearstream.

Under the Global Certificate, the Issuer, for value received, will promise to pay such principal,
Distribution (including any Arrears of Distribution and any Additional Distribution Amount) and
premium (if any) on the Bonds to the holder of the Bonds on such date or dates as the same may
become payable in accordance with the Terms and Conditions of the Bonds.

Owners of interests in the Bonds in respect of which the Global Certificate is issued will be
entitled to have title to the Bonds registered in their names and to receive individual definitive
Certificates if either Euroclear or Clearstream or any other clearing system (an ‘“Alternative Clearing
System”) is closed for business for a continuous period of 14 days (other than by reason of holidays,
statutory or otherwise) or announces an intention permanently to cease business or does in fact do so.

The individual definitive Certificates will be issued in an aggregate principal amount equal to the
principal amount of the Global Certificate. Such exchange will be effected in accordance with the
provisions of the Trust Deed, the Agency Agreement and the regulations concerning the transfer and
registration of the Bonds scheduled thereto and, in particular, shall be effected without charge to any
holder of the Bonds or the Trustee, but against such indemnity and/or security as the Registrar or the
relevant Agent may require in respect of any tax or other duty of whatsoever nature which may be
levied or imposed in connection with such exchange.

The Issuer will cause sufficient individual definitive Certificates to be executed and delivered to
the Registrar for completion, authentication and dispatch to the relevant holders of the Bonds. A person
with an interest in the Bonds in respect of which the Global Certificate is issued must provide the
Registrar not less than 30 days’ notice at its specified office of such holder’s intention to effect such
exchange and a written order containing instructions and such other information as the Issuer and the
Registrar may require to complete, execute and deliver such individual definitive Certificates.

In addition, the Global Certificate will contain provisions which modify the Terms and Conditions
of the Bonds as they apply to the Bonds evidenced by the Global Certificate. The following is a
summary of certain of those provisions:

PAYMENTS

All payments in respect of Bonds represented by a Global Certificate will be made to, or to the
order of, the person whose name is entered on the Register at the close of business on the Clearing
System Business Day immediately prior to the date for payment, where “Clearing System Business
Day” means Monday to Friday, inclusive, except 25 December and 1 January.

BONDHOLDER’S REDEMPTION

The Bondholder’s redemption option in Condition 6(c) of the Terms and Conditions of the Bonds
may be exercised by the holder of the Global Certificate giving notice to the Principal Paying Agent or
any other Paying Agent of the principal amount of Bonds in respect of which the option is exercised
within the time limits specified in the Conditions.
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ISSUER’S REDEMPTION

The options of the Issuer provided for in Condition 6 of the Terms and Conditions of the Bonds
shall be exercised by the Issuer giving notice to the Bondholders within the time limits set out in and
containing the information required by the relevant Condition.

TRANSFERS

Transfers of interests in the Bonds will be effected through the records of Euroclear and
Clearstream (or any Alternative Clearing System) and their respective participants in accordance with
the rules and procedures of Euroclear and Clearstream (or any Alternative Clearing System) and their
respective direct and indirect participants.

CANCELLATION

Cancellation of any Security by the Issuer following its redemption or purchase by the Issuer will
be effected by a reduction in the principal amount of the Bonds in the register of Bondholders and the
Global Certificate on its presentation to or to the order of the Principal Paying Agent for annotation (for
information only) in Schedule A of the Global Certificate.

MEETINGS

For the purposes of any meeting of Bondholders, the holder of the Bonds represented by the
Global Certificate shall (unless the Global Certificate represents only one Security) be treated as two
persons for the purposes of any quorum requirements of a meeting of Bondholders and as being entitled
to one vote in respect of each integral currency unit of the currency of the Bonds.

TRUSTEE’S POWERS

In considering the interests of Bondholders while the Global Certificate is registered in the name
of a nominee for a clearing system, the Trustee may, to the extent it considers it appropriate to do so in
the circumstances, but without being obligated to do so, (a) have regard to any information as may have
been available to it by or on behalf of the relevant clearing system or its operator as to the identity of its
accountholders (either individually or by way of category) with entitlements in respect of the Bonds and
(b) consider such interests on the basis that such accountholders were the holders of the Bonds in
respect of which the Global Certificate is issued.

CALCULATION OF INTEREST

So long as the Bonds are represented by a Global Certificate and such Global Certificate is held on
behalf of a clearing system, the Issuer has promised, inter alia, to pay interest in respect of such Bonds
from the Issue Date in arrear at the rates, on the dates for payment, and in accordance with the method
of calculation provided for in the Conditions, save that the calculation is made in respect of the total
aggregate amount of the Bonds represented by such Global Certificate.

NOTICES

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held
on behalf of Euroclear or Clearstream or any Alternative Clearing System, notices to holders of the
Bonds shall be given by delivery of the relevant notice to Euroclear or Clearstream or such Alternative
Clearing System, for communication by it to accountholders entitled to an interest in the Bonds in
substitution for notification as required by the Terms and Conditions of the Bonds.
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USE OF PROCEEDS

We estimate the gross proceeds from this Offering to be U.S.$300,000,000 before deducting the
commissions to be charged by the Joint Lead Managers and other expenses. We intend to use the
proceeds for refinancing of existing indebtedness in accordance with our Sustainable Finance
Framework. See “Bonds Being Issued as Sustainable Bonds” for more information.
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BONDS BEING ISSUED AS SUSTAINABLE BONDS

PURPOSE

The Sustainable Finance Framework has been developed to demonstrate how we will, among
entering into other green and social financing transactions, issue the Bonds to fund new and existing
projects and businesses with environmental and/or social benefits that aligned with:

. Green Bond Principles 2018 by International Capital Markets Association (“ICMA”);
. Social Bond Principles 2020 by ICMA;
. Sustainability Bond Guidelines 2018 by ICMA;
. Green Loan Principles 2021 by Loan Market Association (“LMA”); and
. Social Loan Principles 2021 by LMA.
BACKGROUND

Our company’s sustainability objectives

We have envisioned ourselves to be a leading innovative and sustainable real estate developer —
with sustainability being our company’s top business priority. It is an integral part of our company’s
mission to create shared value and long-term commitment to building sustainable communities and is a
core consideration for our company’s property business. Our company strives to incorporate its corporate
mission “Building the Best, Creating a Legend” into its business operation to perform its corporate and
social obligations while developing the business. Our company strives to maximize its sustainability
impact by prioritizing issues that are most material to its business and stakeholders.

5M Intelligent Health Product System

Our company strives to adhere to the focus of developing high quality products. In 2020, our
company implemented during the 5M intelligent health product system which promotes and implements
the concept of health life, smart system, delicate management, comfortable environment and green
materials into its product lines. 5SM intelligent health product system in projects concerning merit in
healthy living, mutual and intelligent system for households and community, mindful of the need to
provide caring services and protective security system, merry and comfortable lifestyle and environment
and to master green construction. Accordingly, the intelligent applications, environmental and green
elements are integrated into the design of our company’s real estate development projects. Our company
will continue to innovate designs for residential development, sales and marketing models, branding
effect and property management services to realize the “people-oriented” principle to bring about high-
quality products and services to residents.

Sustainable Procurement

To reduce the potential environmental impact, our company works closely with suppliers and other
organizations for environmentally friendly materials and equipment. Since 2017, our company joined the
first voluntary emission reduction programme formed by renowned property developers, and becomes
one of the pioneer members of the “China Real Estate Industry Green Supply Chain Initiative” (the
“Green Chain Initiative”).

Through frequent interaction with members of the “Green Chain Initiative”, our company
continuously improves the procurement management mechanism. Our company adheres to the
consideration of suppliers’ legal compliance, quality control and suppliers’ performance on
environmental protection to promote sustainable procurement practices in the industry. In 2020, our
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company had cooperation with a total of 12 whitelisted suppliers in the “Green Chain Initiative”, who
supplied our company with hardware, air conditioners, kitchen appliances, elevators, wallpaper and other
construction materials.

Sustainable Construction

To enhance environmental protection during project construction, our company has formulated the
“Minmetals Land Safe Construction Standards” in accordance with the “Green Construction
Management Regulations” (DB11/513-2008) as well as national, industry standards and local
regulations, which require employees and contractors on site to comply with the construction safety,
environmental protection and social-related regulations. Our company has carried out works in
accordance with the local regulations on environmental protection for construction projects and has
controlled emissions and pollution (such as dust, waste, noise and exhaust) at compliant levels. Our
company also strive to use renewable energy to reduce the use of electricity or large-scale equipment to
minimize the impact on the environment.

APPLICATION OF THE SUSTAINABLE FINANCE FRAMEWORK

The Green Bond Principles 2018, Social Bond Principles 2020 and Sustainability Bond Guidelines
2018 are voluntary process guidelines for best practices when issuing the Bonds.

For the purpose of issuing the Bond, we have developed the following framework, which aligns
with the four core components of the Green Bond Principles 2018, the Social Bonds Principles 2020 or
the Sustainability Bond Guidelines: (1) use of proceeds, (2) the process for evaluation and selection, (3)
management of proceeds, and (4) reporting, as set out in the Sustainable Finance Framework.

USE OF PROCEEDS

The net proceeds of the Bond will be used to fund or refinance, in whole or in part, new or
existing projects that meet one or more of the following categories as either eligible green project or
eligible social projects (“Eligible Projects”). Our company has also identified how each of the eligible
green and social category is contributing to the targets of the United Nations Sustainable Development
Goals (“SDG”).

The Eligible Projects could be within and/or outside of PRC and Hong Kong, as well as meet the
definition of more than one category. If the Eligible Projects fit into more than one category, we can
choose to attribute that Eligible Project to a specific category that is deemed to have the largest impact.

Eligible Green Projects

. Green Buildings: new development and/or redevelopment of existing buildings that have or
will receive certain certification systems;

. Renewable Energy: renewable energy system (solar and wind) of solar and wind adoption as
an alternative to fossil fuel-based sources; Renewable energy investments, including but not
limited to purchasing renewable energy certificates recognised by international standards/
organisations or procurement of offsite renewable energy through power purchase agreements
with third party energy providers and local partners in Hong Kong and PRC;

. Energy Efficiency: projects relating to adoption of smart technologies and/or systems for
optimising energy management in new and existing buildings (e.g. lighting and motion
sensors) or retrofitting projects (e.g. replacing air-conditioning chiller or lift systems). Such
projects will result in achieving a minimum 15% reduction in energy usage intensity for new
and existing buildings compared to its baseline;
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. Pollution Prevention and Control: facilities, systems and equipment that are used for the
collection, treatment, and recycling of waste (excluding landfilling);

. Sustainable Water and Wastewater Management: water saving features to reduce domestic
and commercial water consumption; or facilities, systems and equipment that are used for the
collection, treatment, and recycling of wastewater, in either case such projects will result in
achieving a minimum 15% reduction in water usage intensity for new and existing buildings
compared to its baseline;

. Climate Change Adaption: development of buildings/assets to enhance resilience towards
material physical climate risk of flood risk; and

. Clean Transportation: electric vehicles and related infrastructure that utilizes technology to
replace direct use of fossil fuels, which generate greenhouse gas emissions.

Eligible Social Projects

. Equitable Access to Essential Services: facilities for the less-privileged group in society.
GOVERNANCE STRUCTURE

The governance structure of our sustainable development structure is a three-tier working
mechanism which is comprised of supervision level, decision-making level and execution level. Our
board of directors is the highest level to set sustainability objectives and oversee all aspects of
sustainable development. The Executive Committee (“EC”) comprises of all of our executive directors
to strengthen the systematic management of sustainable development. The Sustainable Development
Working Group (“SDWG”) comprises of the senior members from various departments including
Operations, Design, Finance, Investor Relations and Company Secretary.

EC and SDWG have overall responsibility for implementing this Sustainable Finance Framework.
The main responsibilities include, but not limited to, amending the scope of financial instruments
covered by this Sustainable Finance Framework, eligibility for use of proceeds, updating the process to
align the purpose of this Sustainable Finance Framework relevant to our business activities, and
reviewing and approving nominated Eligible Projects.

PROCESS FOR EVALUATION AND SELECTION

All respective business units within our company shall consider and nominate any Eligible Project
to the EC. The shortlisted projects will be reviewed by our EC and SDWG to ensure that the nominated
Eligible Project meet the criteria under the Sustainable Finance Framework. All Eligible Projects will be
endorsed by SDWG and approved by EC. After such projects are approved and considered as an Eligible
Project in accordance with this Sustainable Finance Framework, it will be earmarked for the use of
proceeds under this Sustainable Finance Framework.

MANAGEMENT OF PROCEEDS
We will establish a register of the Bonds (“Register”) under this Sustainable Finance Framework
with Finance teams being responsible for the management of proceeds. The Register will include the
following information for the Bonds:
. Funding Transaction: key information including, issuing entity transaction date, the
principal amount of proceeds, repayment or amortisation profile, maturity date, and interest

or coupon and the ISIN code.

. Allocation of Use of Proceeds: information including:
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. name and basic details of Eligible Projects to which the Bonds’ proceeds have been allocated
in accordance with this Sustainable Finance Framework;

. amount of the Bonds’ proceeds allocated to each project;

. confirmation of EC’s endorsement that a project is considered to be an Eligible Project; and

. the remaining amount of proceeds of the Bonds’ that have not been allocated to Eligible
Projects.

Any balance of proceeds of the Bonds not earmarked to fund Eligible Projects will be held in
accordance with our normal treasury or liquidity management policy.

If any of the Eligible Projects cease to fulfil requirements of use of proceeds under the Sustainable
Finance Framework, we will identify other projects that comply with the Sustainable Finance
Framework and allocate the Bonds to those assets as soon as is practicable.

REPORTING

We will prepare a progress report on an annual basis to disclose the allocation of the borrowed
funds or the net proceeds of the Bonds on its corporate website (http://www.minmetalsland.com) or
annual report until the proceeds are fully allocated. Such information will be provided until all the net
proceeds have been allocated. Where applicable, this progress report will consist mainly information
from the Register:

Allocation Reporting

. amount of allocated proceed by eligible category (in first column of Eligible Projects);
. amount of allocated proceed for financing and refinancing;

. remaining balance of unallocated proceeds at the end of reporting period (if any);

. lookback period of refinanced projects; and

. description of green and/or social projects.

Impact Reporting

We will report the environmental and/or social impact of allocated Eligible Projects, where
relevant and application. Subject to the nature of Eligible Projects and availability of information, we
will consider the following impact indicators:

Green Buildings

. green building certification obtained; and
. total floor area of certified green buildings.

Renewable energy

. amount of power generated from renewable energy; and
. amount of greenhouse gases avoided.

Energy efficiency

. energy saved;
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. CO2 and other greenhouse gas avoided; and
. reduction in energy usage intensity for existing buildings compared to its baseline.

Pollution prevention and control

. amount of waste reduced and/or diverted from landfills.

Sustainable Water and Wastewater Management

. amount of water saved;
. efforts in providing facility for rainwater harvesting; and
. reduction in water usage intensity for existing buildings compared to its baseline.

Climate Change Adoption

. area covered by sponge city-related projects in; and

. number of people benefitted from reduced flood risk and associated benefits of sponge city-
related projects.

Clean Transportation

. amount of CO2 avoided due to electric vehicles when compared with conventional vehicles;
and
. amount of harmful emissions when compared with conventional vehicles.

Equitable Access to Essential Services

. number of facilities built and the corresponding less-privileged community served;
. number of healthcare devices/facilities deployed; and
. number of education and training devices/facilities deployed.

EXTERNAL REVIEW

Pre-Issuance Review

We have engaged independent assurance providers, Sustainalytics and S&P, to provide a second
party opinion (“SPO”) on this Sustainable Finance Framework. This SPO is performed to confirm the
alignment of this Sustainable Finance Framework with the key features of various principles described
in the “Purpose” section of this Sustainable Finance Framework. Unless there are material changes to
this Sustainable Finance Framework, the SPO will be done on a one-off basis.

We have also engaged S&P & HKQAA as independent providers to evaluate on the environmental
and social benefit from Eligible Projects. Unless there are material changes to Eligible Projects, this
evaluation will be done on a one-off basis.

Post-Issuance Review
We may engage an independent third party to conduct post issuance assurance on the allocation of

proceeds and impact reporting.

The Framework, pre-issuance review and post-issuance review will be made available on
www.minmetalsland.com.
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EXCHANGE RATES

HONG KONG

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

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be
determined by the forces of supply and demand in the foreign exchange market. However, against the
background of the fixed rate system which applies to the issuance and withdrawal of Hong Kong
currency in circulation, the market exchange rate has not deviated significantly from the level of
HK$7.80 to U.S.$1.00. In May 2005, the Hong Kong Monetary Authority broadened the 22-year-old
trading band from the original rate of HK$7.80 per U.S. dollar to a rate range of HK$7.75 to HK$7.85
per U.S. dollar. The Hong Kong government has indicated its intention to maintain the link within that
rate range. Under the Basic Law, the Hong Kong dollar will continue to circulate and remain freely
convertible. The Hong Kong government has also stated that it has no intention of imposing exchange
controls in Hong Kong and that the Hong Kong dollar will remain freely convertible into other
currencies, including the U.S. dollar.

The following table sets forth the exchange rate of the Hong Kong dollar against the U.S. dollar.
For all dates through 31 December 2008, exchange rates between the Hong Kong dollars and U.S.
dollars are presented at the noon buying rate in the City of New York for cable transfers in Hong Kong
dollars per U.S. dollar as certified for customs purposes by the Federal Reserve Bank of New York. For
1 January 2009 and all later dates and periods, the exchange rate refers to the noon buying rate as set
forth in the weekly H.10 statistical release of the U.S. Federal Reserve Board.

Noon buying rate

Period end Average! High Low
(HK$ per U.S.$1.00)
20016 ... 7.7534 7.7618 7.8270 7.7505
2017 oo 7.8128 7.7926 7.8267 7.7540
2018 . 7.8305 7.8376 7.8499 7.8043
2019 .. 7.7894 7.8333 7.8499 7.7850
2020 .. 7.7534 7.7562 7.7951 7.7498
2021
January . ... 7.7531 7.7533 7.7555 7.7517
February .. ...... .. .. ... .. .. .. .. ... ... 7.7567 7.7529 7.7567 7.7515
March ... ... . 7.7746 7.7651 7.7746 7.7562
April ... oo 7.7664 7.7691 7.7849 7.7596
May ... 7.7610 7.7654 7.7697 7.7608
June . ... 7.7658 7.7617 7.7666 7.7566
July (through 9 July 2021) . ................ 7.7676 7.7670 7.7680 7.7656
Note:

(1) Annual averages were calculated by using the average of the exchange rates on the last day of each month during the
relevant year. Monthly averages or average for a period are calculated by using the average of the daily rates during the
relevant month or period.

CHINA

PBOC, the central bank of the PRC, sets and publishes daily a base exchange rate with reference
primarily to the supply and demand of Renminbi against a basket of currencies in the market during the
prior day. PBOC also takes into account other factors, such as the general conditions existing in the
international foreign exchange markets. On 21 July 2005, the PRC government introduced a managed
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floating exchange rate system to allow the value of the Renminbi to fluctuate within a regulated band
based on market supply and demand and by reference to a basket of currencies. On the same day, the
value of Renminbi appreciated by two per cent. against the U.S. dollar. The PRC government has since
made and in the future may make further adjustments to the exchange rate system. On 18 May 2007,
PBOC enlarged, effective on 21 May 2007, the floating band for the trading prices in the inter-bank spot
exchange market of Renminbi against the U.S. dollar from 0.3 per cent. to 0.5 per cent. around the
central parity rate. This allows Renminbi to fluctuate against the U.S. dollar by up to 0.5 per cent. above
or below the central parity rate published by PBOC. The floating band was further widened to 1.0 per
cent. on 16 April 2012. These changes in currency policy resulted in Renminbi appreciating against the
U.S. dollar by approximately 26.9 per cent. from 21 July 2005 to 31 December 2013. On 14 March
2014, PBOC further widened the floating band against the U.S. dollar to 2.0 per cent. On 11 August
2015, PBOC announced to improve the central parity quotations of Renminbi against the U.S. dollar by
authorising market-makers to provide central parity quotations to the China Foreign Exchange Trading
Centre daily before the opening of the interbank foreign exchange market with reference to the interbank
foreign exchange market closing rate of the previous day, the supply and demand for foreign exchange
as well as changes in major international currency exchange rates. Following the announcement by
PBOC on 11 August 2015, Renminbi depreciated significantly against the U.S. dollar. On 11 December
2015, CFETS, a sub-institutional organisation of PBOC, published the CFETS Renminbi exchange rate
index for the first time which weighs the Renminbi based on 13 currencies, to guide the market in order
to measure the Renminbi exchange rate from a new perspective. In January and February 2016,
Renminbi experienced further fluctuations in value against the U.S. dollar. The PRC government may
adopt further reforms of its exchange rate system, including making the Renminbi freely convertible in
the future. The International Monetary Fund announced on 30 September 2016 that the Renminbi joins
its Special Drawing Rights currency basket. Such change and additional future changes may increase the
volatility in the trading value of the Renminbi against foreign currencies.

The following table sets forth the noon buying rates for U.S. dollars in New York City for cable
transfers payable in Renminbi as certified by the Federal Reserve Bank of New York for customs
purposes for and as at the periods indicated as set forth in the H.10 statistical release of the Federal
Reserve Board.

Noon Buying Rate

Period End Average(l) High Low
(Renminbi per U.S.$1.00)
20016 ..o 6.9430 6.6400 6.9580 6.4480
2017 oo 6.5063 6.7350 6.9575 6.4773
2018 . 6.8755 6.8839 6.9077 6.8343
2019 . 6.9618 6.9014 7.1786 6.6822
2020 .. 6.5250 6.8878 7.1681 6.5208
2021
January ... ... 6.4282 6.4672 6.4822 6.4282
February . ......... ... .. .. .. ... ... ... 6.4730 6.4601 6.4869 6.4344
March ... ... . 6.5518 6.5109 6.5716 6.4648
April ..o o 6.4749 6.5186 6.5649 6.4710
May . ... 6.3674 6.4321 6.4749 6.3674
June .. ... 6.4566 6.4250 6.4811 6.3796
July (through 9 July 2021) . ............. ... 6.4788 6.4765 6.4898 6.4679
Note:

(1) Annual averages were calculated by using the average of the exchange rates on the last day of each month during the
relevant year. Monthly averages or average for a period are calculated by using the average of the daily rates during the
relevant month or period.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth our consolidated capitalisation and indebtedness as at 31 December
2020 on an actual basis and on an adjusted basis to give effect to the issuance of the Bonds before
deducting the commissions and other estimated transaction expenses payable by us in connection with
this offering. You should read this information together with “Use of Proceeds”, ‘“Summary
Consolidated Financial Statements of the Group” and the financial statements and related notes
included elsewhere in this Offering Circular.

As at 31 December 2020

Actual As Adjusted
(HK$°000) (US$°000)" (HK$’000) (US$°000)

Current indebtedness

Bank borrowings. . .. ... ... 1,955,715 252,240 1,955,715 252,240

Bonds payable .. ....... ... ... ... ... .. .. 2,322,943 299,603 2,322,943 299,603

Other borrowings .. ..................... 276,588 35,673 276,588 35,673
Total current indebtedness . . . . .............. 4,555,246 587,516 4,555,246 587,516
Non-current indebtedness

Bank borrowings. . .. ... .. ... L L 14,051,532 1,812,306 14,051,532 1,812,306

Bonds payable . ........... ... ... ... ... 964,345 124,377 964,345 124,377

Bonds tobeissued . ......... ... ... . ..... - - 2,326,020 300,000
Total non-current indebtedness. . . ... ......... 15,015,877 1,936,683 17,341,897 2,236,683
Total indebtedness® . ... .................. 19,571,123 2,524,199 21,897,143 2,824,199
Total equity. . .. ......................... 22,410,007 2,890,346 22,410,007 2,890,346
Total capitalisation® . . .. ...... .. .......... 41,981,130 5,414,545 44,307,150 5,714,545
Notes:

(1) All translation from Hong Kong dollars into U.S. dollars are made for convenience purpose at the rate of HK$7.7534 to
U.S.$1.00, based on the noon buying rate as set forth in the H.10 statistical release of the Federal Reserve Bank of New
York on 31 December 2020.

(2) Total indebtedness represents the sum of “Total current indebtedness” and “Total non-current indebtedness”.

3) Total capitalisation represents the sum of “Total indebtedness™” and “Total equity”.

We incurred additional indebtedness to fund our operations in the ordinary course of business after
31 December 2020. There has been no material adverse change in the capitalisation and indebtedness of
the Group since 31 December 2020.
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HISTORY AND CORPORATE STRUCTURE

KEY CORPORATE MILESTONES

Year

The following table sets forth key milestones in our development:

Events

Under our former name Laws Property Holdings Limited, we completed our initial
public offering, and our shares became listed on Hong Kong Stock Exchange (Stock
Code: 230).

After being acquired by China Nonferrous Metals Group, we were renamed ONFEM
Holdings Limited.

China Minmetals acquired the controlling interest in us.

We acquired a parcel of land in Jiangning District, Nanjing, the PRC with a site area of
approximately 310,000 sq.m. for the development of Laguna Bay.

We were renamed Minmetals Land Limited.

With SASAC’s approval, China Minmetals was permitted to develop real estate as
one of its core businesses, and we became the sole Hong Kong-listed real estate
flagship of China Minmetals.

Cooperating with The 23rd Metallurgical Construction Group Co., Ltd. of
Minmetals (formerly known as Ershisanye Construction Group Co., Ltd.), we
acquired land in Changsha, Hunan Province with a site area of approximately
643,000 sq.m. for the development of LOHAS International Community.

We entered into a joint venture agreement with Pramerica Real Estate Investors
(Asia) Pte Ltd. to jointly acquired land in Jianye District, Nanjing, the PRC with a
site area of approximately 73,000 sq.m. for the development of Riviera Royale.

We acquired China Minmetals Tower from China Minmetals H.K. (Holdings) Ltd.
with total asset value of HK$537 million.

We completed our first rights issue exercise and raised funds of approximately
HK$524.0 million (approximately HK$356 million of which was contributed by
China Minmetals), which were fully underwritten by China Minmetals.

We completed our first share placement exercise and raised funds of
approximately HK$466.0 million.

China Minmetals injected approximately 230 million issued shares of China
Jinmao Holdings Group Limited (formerly known as Franshion Properties (China)
Limited) (Stock Code: 817) and cash in the sum of approximately HK$172.0
million into us.

We completed our second share placement exercise and raised funds of
approximately HK$956.0 million.

We acquired approximately 396,000 sq.m. of residential land in the Liaoning
(Yingkou) Coastal Industrial Base for the development of Platinum Bay.
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Year

Events

We entered into a cooperation agreement with Shenzhen Pan-China Engineering
Co., Ltd. in Huizhou for the acquisition of 918,000 sq.m. of residential land in
Huizhou, Guangdong Province, the PRC for the development of Hallstatt See.

Through the joint venture with Beijing Vanke Enterprise Co., Ltd., we acquired
two parcels of land with a site area of 139,000 sq.m. in Xibeiwang Town, Haidian
District, Beijing, the PRC for the development of Fortune Garden.

China Minmetals completed an asset injection of HK$1.4 billion into us
comprising the entire interests in the Minmetals International and Scotland Town
projects and a 49% interest in LOHAS International Community.

We acquired approximately 179,000 sq.m. of low-density residential land in
Jiangning District, Nanjing, the PRC for the development of Sello Royale.

We secured a four-year syndicated loan of approximately HK$5.0 billion.
Our contracted sales for the year reached RMBS5.0 billion.

We acquired six parcels of residential land in Hexi New Zone, Nanjing, the PRC
with a site area of approximately 136,000 sq.m. for the development of Academic
Royale.

We had our debut issuance of U.S.$225 million 5-year and U.S.$125 million 10-
year guaranteed bonds.

We acquired seven parcels of mixed-use land in Kaifu District, Changsha, the
PRC with a site area of 150,000 sq.m. for the development of Qin Royale.

We acquired two parcels of residential land in Xuanwu District, Nanjing, the PRC
with a site area of 91,000 sq.m. for the development of Yan Shan Ju.

Our five-year syndicated loan in the amount of HK$5.3 billion was renewed.
Our contracted sales for the year reached RMB&8.73 billion.

Langfang Harrow Town sold out all Phase II residential units soon after the
launch of the pre-sale programme and became the benchmark project in the
Greater Beijing region.

Our contracted sales for the year reached RMB11.7 billion.

We entered into entrusted management agreement with China Minmetals regarding
25 real estate development and management projects for potential asset injection
in the future.

We acquired residential land with a site area of approximately 10,530 sq.m. in
Yau Tong, Hong Kong, for the development of Montego Bay, marking our entry
in the real estate market in Hong Kong.

We acquired residential land with an aggregate site area of 163,000 sq.m. in

Jiangning District, Nanjing, the PRC for the development of Enchanté Oasis and
Enchanté Cove, thus strengthening the brand name in Nanjing.
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Year

Events

We adopted the Chinese name “FLAEMIZEABR/AE]”, reinforcing our position as
the sole listed real estate flagship of China Minmetals in Hong Kong.

We secured HK$6 billion term loan facility with fourteen banks in Hong Kong.
We secured HK$1.8 billion term loan facility with a bank in Hong Kong.

We acquired residential land with a site area of approximately 17,300 sq.m. in
Panyu and approximately 42,500 sq.m. in Foshan, Guangzhou, the PRC for the
development of Greenery Terrace and Foshan Academic Royale, respectively,
marking our debut in Guangzhou.

We acquired residential land with a site area of approximately 61,000 sq.m. and
62,400 sq.m. in Wuhan, the PRC, for the development of Enchanté Crest and
Wuhan Scenery Cove, respectively, marking our debut in Wuhan.

We also acquired land with a site area of approximately 83,400 sq.m. in Pukou
and approximately 43,000 sq.m. in Gulou District, Nanjing, the PRC for the
development of Jiang Shan Da Jing and Majestic Mansion, respectively.

We secured a term loan facility of approximately HK$5.5 billion.

Issued perpetual securities in May 2018 in the principal amount of US$200
million.

Issued guaranteed bond in September 2018 in the principal amount of US$300
million.

We entered into a HK$3.5 billion term loan facility agreement with a number of
local banks in Hong Kong.

We entered into two revolving loan agreements for an aggregated principal
amount of HK$2.28 billion.

We obtained an asset-backed notes (““ABN”") quota of RMBS5 billion in China and
successfully issued the first tranche of the ABN products.

We formed a joint venture company with Tongxiang City Anhao Investment
Management Co., Ltd. and three other parties in December 2018 for the
development of Langyun Garden located in Guangzhou, the PRC.

We further acquired two parcels of residential land in Guangzhou with a site area
of approximately 20,500 sq.m. and 72,000 sq.m. located in Huangpu District,
Guangzhou, the PRC for the development of Regent Heights and Parc One,
respectively.

Our contracted sales for the year reached RMB6.82 billion.

We acquired four parcels of land located in each of Nanjing, Shenzhen, Chengdu
and Changsha, the PRC with a total site area of approximately 136,000 sq.m. for
the development of Enchanté Park, The Greenville, West Begonia and Nanhu
Project, respectively.
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Year

Events

We signed cooperation agreement with the Chengdu Government for an urban
development project in Pidu District, Chengdu, the PRC.

Our contracted sales for the year reached RMB8.64 billion.

Asset injection by China Minmetals comprising real estate assets in Tianjin and
Hunan of China Minmetals where the company’s land bank and assets had
increased by 70% and 17% respectively.

We entered into a HK$6.0 billion term loan facility agreement with eighteen
banks in Hong Kong.

We entered into a revolving loan agreement with a principal amount of HK$1.8
billion.

We acquired approximately 170,000 sq.m. of land located in Dayi County,
Chengdu, the PRC for the development of Future-Eco City.

We acquired approximately 57,790 sq.m. of land located in Xiangtan city, Hunan
Province, the PRC for the development of Xiangtan Scenery Cove.

We launched the corporate online sales platform “7LHEST 5.

Our contracted sales for the year reached a record high of RMB19.36 billion,
representing a year-on-year increase of 124%.

We signed cooperation agreement with the Chengdu Government for an urban
development project in Xindu District, Chengdu, the PRC.

Formation of a joint venture with China Merchants Group and the Guangzhou
Metro Group for the development of the company’s first TOD (transport-oriented
development) project in Guangzhou, the PRC.

In December 2020, we disposed our entire equity interest in Minmetals Condo
(Shanghai) Construction Co., Ltd (“Condo Shanghai”) for approximately
RMB4.28 million.

We acquired approximately 43,000 sq.m. of land in Dayi County, Chengdu, the
PRC for the development of Dayi Shaqu subdistrict project.

In May 2021, we further acquired approximately 48,808 sq.m. of land in
Wangsiyingxing, Beijing, the PRC for residential development.
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CORPORATE STRUCTURE

The following chart illustrates the simplified corporate structure of the Group as at 31 May 2021.
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BUSINESS

OVERVIEW

We are the sole Hong Kong-listed real estate flagship company and a subsidiary of China
Minmetals, one of China’s largest SOEs under the direct supervision of the SASAC. Founded in 1950,
China Minmetals is one of the largest State-owned conglomerates that operates globally in metals and
mining businesses and emerging diversified businesses with core operation in (i) metals and minerals;
(i1) metallurgical construction; (iii) trade and logistics and (iv) finance and real estate. In 2020, China
Minmetals was ranked 92 among the Fortune Global 500 enterprises.

We are principally engaged in real estate development, specialised construction, property
investment and property management businesses. We develop quality residential properties in China and
Hong Kong. Our current real estate development projects are located in 16 cities in the Pan Bohai Rim,
Yangtze River Delta, Central China, Chengdu-Chongqing region and Pearl River Delta Regions in the
PRC and Hong Kong. As at 31 December 2020, we had 40 projects at various stages of development
located in these regions. As at 31 December 2018 and 2019, we had 22 and 27 projects at various stages
located in the PRC and Hong Kong, respectively. We are also engaged in property management business
in China and Hong Kong, which adheres to the “37°C Caring Service” principle to provide attractive,
caring and value-added services to the property residents with safe and comfortable living environment
in our completed real estate development projects.

Our specialised construction business mainly encompasses the design, production and installation
of curtain walls system, windows and associated metal works. We have provided building solutions to a
variety of building structures, including residential and office buildings, museums, sport centres,
airports, shopping centres, swimming pools and hotels. As at 31 December 2020, we provided
specialised construction services mainly in Hong Kong.

In addition, through our property investment business, we hold and lease two commercial
investment properties including office and retail space in Hong Kong, namely the China Minmetals
Tower and LKF29, which are located in Tsim Sha Tsui and Central, respectively. Since 2019, we have
been leasing the commercial and retail complexes that we developed in Changsha and Taian in the PRC,
to attract lifestyle-focused target customers.

OUR COMPETITIVE STRENGTHS
We believe we have the following competitive strengths:

We have a well-recognised brand supported by our high-quality real estate development projects
in China and property management services provided.

We believe we enjoy strong brand recognition in the real estate development sector in China. We
are the sole Hong Kong-listed real estate flagship of China Minmetals, one of China’s largest state-
owned enterprises under the direct supervision of SASAC. In 2018, we were awarded the “China Real
Estate Central Enterprises Excellence Brand” by China Real Estate News and “China Influential Real
Estate Enterprise” by Boao real Estate Forum. In 2020, we were awarded the “Responsible Property
Enterprise Award” by China Real Estate Huabiao Sub-Committee, “2020 China Real Estate Excellence
Management Team” by Guardian and “2020 China Urban Renewal Benchmark Enterprise” by China
Real Estate News. Our individual real estate development projects have also received various awards,
including the following:

. Huizhou Hallstatt See in Pearl River Delta: The project was awarded the “Top 10 China

Cultural and Tourism Project 2019” at the “China Real Estate Brand Convention 2019 and
Best of Chinese Real Estate Brand Value 2019”.
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. Parc One: The project was honoured as the “2020 China Real Estate Innovation Benchmark
Project” at the 2020 China Real Estate Master Ranking Conference.

In addition, the commercial portion of Huizhou Hallstatt See in Pearl River Delta was also
awarded the 4A tourist attraction rating by China National Tourism Administration in 2015. We have
also been recognised in the property management sector in China. For example, we were awarded the
“China Service Contribution Award” and “2019 5C Quality Alliance Award” by China Golden Key
Alliance in 2019. In 2020, we were awarded the “2020 Golden Key International Alliance 6S
Management Innovation Award” by the PRC Golden Key Alliance and “2020 Jianye District Property
Industry AAA Class Credit Enterprise” by Nanjing Shi Jianye District Property Management Industry
Association.

We believe that our “Minmetals Land” brand will continue to be of great value to us as we
expand our real estate development business in China, and that we will be able to capitalise on our
brand recognition to capture growth opportunities in the real estate development sector in China.

We enjoy strong and continuing support from China Minmetals, our controlling shareholder and a
leading state-owned conglomerate in China.

As the sole Hong Kong-listed real estate flagship of China Minmetals, we enjoy strong and
continuing support from China Minmetals. China Minmetals is the largest metals and mining
conglomerate in the PRC and holds a leading position in the global metals and mining industry. Among
the 51 structurally important state-owned enterprises supervised by the SASAC, it has been selected by
SASAC to be one of the “ten key enterprises” for creating “world-class enterprises” as part of the 13th
Five-Year Plan’s internationalisation strategy. In 2016, China Minmetals was selected by SASAC as the
only state-owned capital investment and operating pilot company in the metals and mining industry.
China Minmetals was ranked 92 overall and second in the metals industry among the US Fortune Global
500 enterprises in 2020.

In 2011, China Minmetals became one of the first centrally-administered state-owned enterprises
approved by SASAC, to develop and invest in real estate as its main business. Over the years, China
Minmetals has accumulated considerable resources for its real estate development division and has
provided us with various types of support. For example, in June 2008, China Minmetals transferred its
100% interest in China Minmetals Tower to us. In December 2010, China Minmetals injected assets into
us comprising a 100% interest in the Minmetals International project and the Scotland Town project and
a 49% interest in the LOHAS International Community project. In late 2015, we undertook a strategic
review of China Minmetals’ entire real estate development and construction division, and realigned our
corporate strategy with China Minmetals’. Since March 2016, to establish a single business operation
platform that eliminates internal competition, overlapping business operation and decentralised resource
management, China Minmetals has been entrusting us with the management of all non-listed assets
within its real estate development and construction division. In 2019, under the backdrop of
comprehensive cooperation between China Minmetals and the Chengdu Municipal Government to
implement new urban development modules, and leveraging on China Minmetals’ extensive industrial
resources and urban construction track record, we have been working together with the Dayi County
Government to build a new industrial city, a win-win cooperation which is highly synergetic in terms of
resources allocation. In addition, we signed a cooperation agreement with Chengdu Municipal
Government in 2019 for two urban development projects which include building an aviation power port
in Pidu District and developing a 5G electronic information hub in Xindu District. In 2020, our
contracted sales reached a record high which was mainly attributable to the contribution form the real
estate development projects acquired from China Minmetals during the year where the contracted sales
from these newly acquired projects have been consolidated into our contracted sales since September
2020. Through the integration of real estate projects, we have seen enhanced operational quality,
expanded operational scale and optimised internal resource allocation in our real estate business, all of
which are expected to drive for sustainable growth in the coming years.
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We believe our association with and support from China Minmetals have also helped us in
obtaining commercial bank financing at reasonable or favourable rates and in strengthening our
competitive advantages in getting high-quality and low-cost land sites in prime locations in our target
cities. China Minmetals aims at turning us into a leading and influential real estate development
company as well as urban operator in China. We believe that, with strong and continuing support from
China Minmetals, we are well-positioned to further strengthen our brand and achieve our goal as a
leading real estate developer in China.

We have land bank with high quality acquired at reasonable cost which is well suited to our real
estate development needs.

We have a successful track record of acquiring high-quality land at reasonable cost land sites that
are suited to our real estate development needs. We continue to focus on development in Tier 1 and Tier
2 cities and will pay attention to those Tier 3 cities that have structural opportunities arising from spill
over effect of Tier 1 cities. We also continue to broaden our perspectives to explore other means of
expanding the land bank and continue to increase overseas business development. As at 31 December
2020, we had a land bank developable in GFA of approximately 8.5 million sq.m. across 40 real estate
development projects in 16 cities located in the Pan Bohai Rim, Yangtze River Delta, and Central
China, Chengdu-Chongqing region and Pearl River Delta in the PRC and Hong Kong. As at 31
December 2018 and 2019, we had a land bank developable in GFA of approximately 4.56 million sq.m.
and 4.35 million sq.m. across 22 and 27 real estate projects in the PRC and Hong Kong, respectively.

We acquire our land sites for development through different channels, including participating in
public bidding processes, acquiring other real estate development project companies and through
cooperation with the local governments in the PRC, acquiring lands for urban development projects. For
example, in 2020, we successfully acquired three parcels of land in Chengdu, Xiangtan and Guangzhou
at reasonable prices. Based on the maximum plot ratio, the total developable GFA for these land parcels
amounted to approximately 910,000 sq.m. We believe these new projects will greatly enhance our
capacity for sustainable development and such acquisitions would further strengthen the Group’s leading
position in the market.

The PRC government controls new land supply, and land use rights for residential and commercial
real estate developments are granted by government agencies through public tender, auction or listing-
for-sale. The PRC government considers many factors in deciding to grant land use rights, including the
price of the land and the experience of the potential buyer. We believe that our strong brand and
association with and support from our controlling shareholder have helped us in strengthening our
competitive advantages in identifying prime land sites, and that we have established a good reputation
and strong relationships with local governments in cities we have targeted for our real estate
development projects. We believe we have been able to maintain a reasonable land cost base. For the
years ended 31 December 2018, 2019 and 2020, our land acquisition cost recognised in cost of sales in
respect of properties completed and sold accounted for 30%, 43% and 42% of our revenue from the sale
of properties, respectively. We believe that these factors, together with our track record of developing
high-quality real estate development projects, will continue to help us in our efforts to acquire high-
quality land for future projects at favourable costs.

We have a diversified and complementary portfolio of product and service offerings, including real
estate development, specialised construction, property investment and property management.

Through our real estate development business, we offer a range of mid to high-end residential
property products, including low-rise and high-rise condominium units, town houses, semi-detached
houses and villa houses. In terms of geographical presence, our residential property projects are located
in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing region and Pearl River
Delta in the PRC and Hong Kong. We also provide property management services to our completed real
estate development projects.

108



In addition, we lease office and retail space in our two investment properties in Tsim Sha Tsui and
Central, Hong Kong. In China, we own and lease two commercial and retail complexes that we built in
Changsha and Taian. In addition to real estate development, property management and property
investment, we also engage in the specialised construction business mainly in Hong Kong.

As a result of our diversified and complementary portfolio of product and service offerings, we
believe we enjoy more stable revenue, reduced operational risk and more sustainable growth, and are
therefore less susceptible to market fluctuations and downturns.

We enjoy strong liquidity with multiple sources of financing and have a prudent financial
management policy.

We have access to multiple sources of financing to fund our business operations, including
commercial banking loans, funds raised from capital markets and direct financial support from our
parent company, China Minmetals. We believe we have established good relationships with banks in
financing our developments, due both to our strong operational track record and our continuing
association with and support from our controlling shareholder, China Minmetals. As at 31 December
2020, we have the following facilities in place:

. On 9 April 2015, we accepted the offer from a bank for the grant of a general banking
facility in an aggregate amount of HK$100 million which has no fixed terms and is subject to
periodic review.

. On 20 March 2017, we entered into a 5.5-year secured loan of HK$5.5 billion.

. On 26 October 2017, we accepted the offer from a bank for the grant of a general banking
facility in an aggregate amount of HK$150 million, which is subject to periodic review.

. On 19 October 2018, we entered into a one-year loan of HK$3.5 billion, extendable for a
further three years.

. On 1 March 2019, we accepted the offer from a bank for the grant of general banking facility
in aggregate amount of HK$70 million, which is subject to annual review.

. On 22 March 2019, we accepted the offer form a bank for a revolving loan in the principal
amount of HK$1.5 billion, which is subject to periodic review.

. On 20 January 2020, we entered into a 4-year loan of HK$6.0 billion.

. On 19 June 2020, we accepted the offer from a bank for the grant of a treasury credit facility
in aggregate among of HK$140 million.

. On 24 August 2020, we accepted the offer from a bank for a revolving loan in the principal
amount of HK$1.8 billion, which is subject to periodic review.

. On 17 September 2020, we accepted the offer from a bank for a 7-year loan of
RMB796,390,000.

. On 24 September 2020, we accepted the offer from a bank for a 7-year loan of
RMB&882,570,000.

. On 31 October 2020, we accepted the offer from a bank for a 1-year revolving loan
agreement amount of HK$780 million.
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In addition, on 26 April 2013, we issued guaranteed bonds with a principal amount of
U.S.$225,000,000 and U.S.$125,000,000 bearing interest at the coupon rate of 5.50% and 6.50%, per
annum respectively, which matured on 26 April 2018 and will mature on 26 April 2023, respectively.
On 17 May 2018, we issued perpetual securities in the principal amount of U.S.$200,000,000 bearing
interest at the coupon rate of 7.0% per annum. On 18 September 2018, we issued guaranteed bonds with
a principal amount of U.S.$300,000,000 bearing interest at the coupon rate of 6.4% per annum, which
will mature on 18 September 2021.

We believe that our ability to access multiple sources of financing provides us with flexibility to
fund our operations and enhance our liquidity position. As at 31 December 2020, we had access to total
credit facilities of HK$24,141.6 million, out of which HK$8,045.5 million were unused.

We closely monitor our cash flows and financial position to achieve a balanced capital structure.
We manage and seek to improve our liquidity profile by taking advantage of capital efficient projects,
implementing proactive cost controls and adopting conservative budgeting procedures. Benefiting from
our prudent financial management policy, we have been able to maintain a strong cash position and a
healthy debt profile. As at 31 December 2020, our unrestricted cash and bank deposits balance was
HK$8,239 million and our gearing ratio, defined as net debt divided by total equity, was 49.7%. Our
unrestricted cash and bank deposits as a percentage of our total current borrowings were more than
180% at 31 December 2020.

We have a highly stable and experienced management team.

We have an experienced management team with a strong track record in the real estate
development, property investment, specialised construction and property management industries. We
believe our success is largely attributable to our experienced senior management team. Our senior
management members, including Mr. He Jianbo, Mr. Liu Bo, Mr. Chen Xingwu and Mr. Yang
Shangping, have an average of over 18 years of experience in the PRC real estate development, property
investment, specialised construction and property management industries. We believe that we will
continue to benefit from the experience and industry knowledge of our senior management in achieving
our goal as a leading real estate developer and urban operator in China (2[5 %8 5 AU YR 7 %8 2 AR %5 7% ).

OUR BUSINESS STRATEGIES

We aim to become a leading real estate development company and urban operator in the PRC. We
intend to achieve this goal through the following strategies:

Further strengthen our “Minmetals Land” brand name.

We intend to continue to promote our brand name and enhance our brand image by leveraging our
association with China Minmetals, one of the largest SOEs in China and a Fortune Global 500 company.
We believe we will benefit from China Minmetals’s well-recognised brand and its brand promotion as a
result of the shared corporate brand of “Minmetals”. In addition, we plan to promote our brand name
and enhance our brand image by focusing on providing high-quality and innovative products and
services, and enhancing our customers’ overall satisfaction. To ensure the quality of our products, we
have worked closely with reputable domestic and international architecture and design companies, such
as Pei Cobb Freed & Partners, Benoy and P&T Architects and Engineers, and plan to continue to do so
in the future. We have also engaged established construction companies, such as China Railway
Construction Corporation, China Construction Fourth Engineering Division Corp and Chun Wo
Construction and Engineering. We also aim to continue providing superior property management
services through our “37°C Caring Service” to achieve better customers satisfaction. We intend to
maintain our stringent quality control standards. We believe that our focus on the quality of our products
and services will continue to differentiate us from our competitors and provide us with a competitive
advantage over them.
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We have been promoting our new brands and product lines by advertising “Minmetals Land”
across a variety of media in the international market and by sponsoring various real estate related events
and we intend to continue to promote our brand name in the future. We also swiftly launched the online
sales platform “7FLHEHFFS” for sales and marketing activities. We believe that, through effective
marketing and our continuing focus on the quality of our products and services, we will be able to
achieve our goal of further strengthening the “Minmetals Land” brand name in the PRC and overseas.

Continue to leverage our position as the sole Hong Kong-listed real estate flagship of China
Minmetals.

We plan to continue to leverage our association with and support from China Minmetals, our
controlling shareholder. As the sole Hong Kong-listed real estate flagship of China Minmetals, one of
the largest SOEs in China, we believe that we are in an advantageous position to access and negotiate
commercial bank financings at reasonable or favourable rates for our project companies. We believe that
our association with and support from China Minmetals have helped us in selecting prime land sites as
well as developing strong relationships with local governments in cities we have targeted for our real
estate development projects. China Minmetals intends to build an extensive business platform, including
real estate and financial services, to enhance its overall profitability and provide further diversification
and effective hedges against commodity and macroeconomic cycles. China Minmetals intends to
capitalise on its integrated business platform and capabilities to enhance synergies among its business
segments to support many complementary growth opportunities to its emerging diversified business
segments in the form of information sharing, intelligence gathering, fiscal support and customer
relationships. Thus, we expect that the continued support from our controlling shareholder, which we
believe will help us maintain strong growth momentum and enhance our competitive position in the
PRC real estate development market.

Further optimise our land bank.

To grow our real estate development business, we intend to continue to seek opportunities to
acquire land at reasonable cost and further optimise our land bank through prudent project planning and
selective acquisitions in order to maintain a land bank well-structured to meet customers’ demand and
capture growth potential in the PRC real estate development sector. We intend to continue our strategic
acquisition of high-quality land sites for further development either directly through land acquisitions or
indirectly by forming joint ventures or consortiums or acquiring equity interests in other real estate
development companies that hold desired land use rights as well as through cooperation with the local
government in the PRC acquiring lands for urban development projects. Our acquisition of land will
continue to be based on thorough research and analysis of a project’s expected costs and returns, as well
as market trends in cities where the project is located. We intend to continue to focus our land
acquisition efforts primarily in the Pan Bohai Rim, Yangtze River Delta, Central China, Chendu-
Chongqing region and Pearl River Delta while seeking opportunities to expand to other regions in the
PRC. We will also seize potential investment and project cooperation opportunities in Hong Kong and
continue to carry out our overseas investment strategy. While continuing to focus on residential real
estate development, we also intend to diversify our land bank by increasing the number of our
commercial real estate development projects when opportunities arise.

Continue to maintain a diversified and complimentary portfolio of products and services.

We plan to continue to maintain a diversified and complimentary portfolio of products and
services. We intend to continue to focus on offering a range of mid- to high-end residential property
products in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing region and
Pearl River Delta in the PRC and Hong Kong while seeking opportunities to expand to other regions in
the PRC as well as abroad. We plan to diversify our real estate development projects by increasing the
number of our commercial real estate development projects when opportunities arise. We also intend to
seek opportunities to expand our investment property portfolio for securing more cashflow through mid-
to-long term leases with credible international and local tenants in the PRC as well as in Hong Kong.
Revenue from the rental and management fee income from investment properties was HK$70 million,

111



HK$68 million and HK$61 million, representing 0.7%, 0.6% and 0.8% of our total revenue, for the
years ended 31 December 2018, 2019 and 2020, respectively. In addition, we have been managing our
completed real estate development projects and intend to generally provide such services when other real
estate development projects are completed by us. We also aim to position ourselves as an urban operator
and enhance our overall competitiveness by following the ‘“one core, two wings and three supports”
principle, regarding real estate development as the core business, with asset management and industry-
city business as synergistic development, and construction, property management and property finance
service as the supporting services to such businesses. We believe that a diversified and complimentary
portfolio contributes to our revenue stability, reduces our operational risk and enhances the sustainability
of our growth.

Further improve our operational efficiency and profitability.

We intend to further improve our operational efficiency and profitability to achieve sustainable
profit growth and further enhance our competitiveness. We intend to continue to standardise product
designs and construction materials across different project sites. Moreover, we plan to continue to
launch new product lines first in more mature markets in the regions where we operate before
developing these products in other cities. We launched the “5SM Intelligent Health Project System” to
provide a safe, healthy and intelligent community for residents. It promoted the ideas and implemented
the concepts of healthy life, smart system, delicate management, comfortable environment and green
materials into its product lines. Projects under the SM Intelligent Health Product System will mainly be
focused on ‘“Merit in healthy living, Mutual and intelligent system for households and community,
Mindful of the need to provide caring services and protective security system, Merry and comfortable
lifestyle and environment and to Master green construction”. We believe these strategies will improve
our operational efficiency and profitability, accelerate project development cycles and increase our
bargaining power in procuring materials and services. We also believe that our diversified business
model which includes commercial property, industry city and property management services businesses
will continue to supplement and enhance our real estate development operation in operating quality and
profitability.

We plan to further strengthen our relationships with our business partners. We intend to continue
to leverage our relationship with major raw material suppliers to obtain favourable purchase prices for
construction materials. We also intend to strengthen our relationships with other service providers, such
as construction companies and architecture and design firms to further improve our cost efficiency.

RECENT DEVELOPMENT

The COVID-19 Outbreak

The COVID-19 pandemic that began at the end of 2019 has affected millions of individuals and
caused a significant decline in the overall global and PRC economies. The grave impact has adversely
affected the development of the PRC and Hong Kong property markets, which suffered a critical setback
during the first half of 2020, especially in the first quarter, as both construction activities and sales
activities were required to be suspended in order to contain the spread of the COVID-19 outbreak.
Following the gradual resumption of work and production in the real estate sector across the PRC,
combined with the backlog of pent up demand and new demand, sales indicators have rebounded
significantly in mid-2020.

In addition, as remedial action, we swiftly launched the online sales platform “HEEUFRE for
continuing online marketing campaign and building a customer base for our projects during the
nationwide lockdown in early 2020. With the hard work of our teams in various regions, not only did
our annual sales survive intact amidst the COVID-19 pandemic, it also hit an encouraging record high.
Our operation team accelerated the roll-out of development projects across the PRC operation soon after
the COVID-19 pandemic was eased and work resumption took place in the second quarter of 2020, and
had met the development schedule for all of its projects at the end of 2020.
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It is difficult to predict how long the adverse impact of COVID-19 will persist and the extent to
which the Group may be affected. We cannot assure you that our business, financial condition and
results of operations will not be materially and adversely affected. See “Risk Factors — Risks Relating to
Conducting Business in the PRC — The national and regional economies in the PRC and our prospects
may be adversely affected by natural disasters, acts of God, occurrence of epidemics, acts of war and
other disasters, which in turn affect our prospects.”

OUR BUSINESS SEGMENTS

Our principal business segments are real estate development, specialised construction, property
investment and property management. In our real estate development business, we develop and sell mid-
to high-end residential properties in the Pan Bohai Rim, Yangtze River Delta, Central China, Chengdu-
Chongqing region and Pearl River Delta in the PRC and Hong Kong. In our specialised construction
business, we primarily design, produce and install curtain walls and associated metal works, with
operations mainly in Hong Kong. In addition, through our property investment business, we hold and
lease office and retail space in our two investment properties in Hong Kong, the China Minmetals
Tower and LKF29, which are located in Tsim Sha Tsui and Central, respectively. We also hold and
lease two commercial and retail complexes in Changsha and Taian in the PRC. In addition, we provide
property management services to our completed real estate development projects.

The following table sets forth information on revenue contribution from our three primary business
segments for the periods indicated.

For the year ended 31 December

2018 2019 2020
HK$ % HK$ % HK$ %
(in millions, except percentages)
Real estate development /.. ... .. L L 9,918.7 90.7 10,329.1 917 7,071.6 92.3
Specialised construction @ . .. ... L. 941.7 8.6 864.6 7.7 529.4 6.9
Property investment . .. .................. 70.4 0.7 67.7 0.6 60.6 0.8
Total revenue . . ... .......... ... ... ... 10,930.8 100.0 11,261.4 100.0 7,661.6 100.0

Notes:
(1) The revenue contribution from our property management business was included.

(2)  The revenue generated by Condo Shanghai before the disposal in December 2020 was included.
REAL ESTATE DEVELOPMENT

Overview

We are engaged in the development and sale of mid- to high-end residential properties in the Pan
Bohai Rim, Yangtze River Delta, Central China, Chengdu-Chongqing region and Pearl River Delta in
the PRC and Hong Kong. As at 31 December 2020, we had 40 projects at various stages of development
located in these regions. We classify real estate development projects for which we have obtained land
use rights into the following three categories:

. Completed properties. A property is considered “completed” when a joint inspection report
is signed by the relevant project company, contractors, design firms, surveying company and
supervisory company and we have received the completion certificate from the relevant
construction authority.

. Properties under development. A property is considered “under development” following the
issuance of a construction permit but prior to the issuance of the completion certificate.
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. Properties held for future development. A property is considered ‘“held for future
development” after we have obtained the relevant land use rights certificates, but prior to the
issuance of a construction permit.

As some of our projects comprise multiple phases, a project may have phases that are completed,
under development or held for future development. As at 31 December 2020, the Group had a land bank
developable in GFA of approximately 8.5 million sq.m. across 40 real estate development projects in 16
cities located in mainland China, including Beijing, Yingkou, Langfang, Tianjin, Nanjing, Changsha,
Xiangtan, Wuhan, Chengdu, Taian, Huizhou, Foshan, Guangzhou, Shenzhen and Hong Kong.

Our Real Estate Development Projects

Our real estate development projects are located in 16 cities in the Pan Bohai rim, Yangtze River
Delta, Central China, Chengdu-Chongqing region and Pearl River Delta in the PRC and Hong Kong.
The following table sets forth the information of our 40 projects as at 31 December 2020:

Attributable GFA Held for
Interest to Estimated GFA GFA Under Future
the Group Site Area GFA Completed Development  Development
(%) (sq.m.) (sq.m.) (sq.m.) (sq.m.) (sq.m.)
Pan Bohai Rim
1. Beijing Fortune Garden. . ............... 51.0% 139,000 414,000 414,000 - -
2. Yingkou Platinum Bay . .. .............. 100.0% 396,000 377,000 327,000 50,000 -
3. Langfang Harrow Town. .. .............. 50.0% 550,000 1,285,000 284,000 108,000 893,000
4. Tianjin Minmetals International . . . .. ....... 100.0% 21,000 183,000 183,000 - -
5. Tianjin Neo-Metropolis . . . .............. 49.0% 1,115,000 2,778,000 218,000 1,015,000 1,545,000
Yangtze River Delta
6. Nanjing Sello Royale . . ................ 100.0% 179,000 270,000 270,000 - -
7. Nanjing Academic Royale . ... ........... 100.0% 136,000 482,000 482,000 - -
8. Nanjing Yan Shan Ju.................. 100.0% 91,000 203,000 203,000 - -
9. Nanjing Enchanté Oasis. . . ... ........... 100.0% 95,000 255,000 255,000 - -
10. Nanjing Enchanté Cove . ............... 100.0% 68,000 148,000 148,000 - -
11. Nanjing Jiang Shan Da Jing. ............. 39.8% 83,400 285,000 129,000 156,000 -
12. Nanjing Majestic Mansion (formerly known as
Amber Court). . . ........ ... ....... 33.9% 43,000 233,000 - 233,000 -
13. Nanjing Enchanté Park . .. .............. 100.0% 61,000 181,000 - 181,000 -
Central China
14. Changsha LOHAS International Community . . . . 100.0% 643,000 1,084,000 1,084,000 - -
15. Changsha Scotland Town. . .. ............ 100.0% 333,000 442,000 442,000 - -
16. Changsha Qin Royale . . .. .............. 100.0% 150,000 570,000 461,000 109,000 -
17. Changsha Nanhu Project . .. ............. 100.0% 22,000 179,000 - - 179,000
18. Changsha Jiasheng International Square. . ... .. 51.0% 8,800 75,000 75,000 - -
19. Changsha Jiasheng Aomei City . . ... ....... 51.0% 6,000 59,000 59,000 - -
20. Changsha Jiasheng Huating . .. ........... 51.0% 39,000 251,000 251,000 - -
21. Changsha Realm of Landscape ... ......... 25.5% 87,000 311,000 - 243,000 68,000
22. Changsha Greenland Centre . ... .......... 25.5% 23,000 259,000 259,000 - -
23. Xiangtan Scenery Cove. . ............... 51.0% 428,000 1,104,000 529,000 117,000 458,000
24, Xiangtan Minmetals Zuncheng Project. . . ... .. 51.0% 69,000 179,000 179,000 - -
25. Wuhan Enchanté Crest . .. .............. 100.0% 61,000 180,400 180,400 - -
26. Wuhan Scenery Cove . . ... ..o 100.0% 62,400 215,000 - 215,000 -
27.Taian Scenery Centre . . .. .............. 51.0% 51,000 148,000 17,000 60,000 71,000
28. Taian Scenery Cove. . ................. 51.0% 270,100 699,000 337,000 362,000 -
29. Xining Minmetals Chai Da Mu Plaza . .. ... .. 51.0% 152,000 464,000 464,000 - -
Chengdu-Chongging region
30. Chengdu West Begonia. .. .............. 100.0% 22,000 79,500 - 79,500 -
31. Chengdu Future-Eco City. . . ............. 100.0% 170,000 420,000 - 87,000 333,000
Pearl River Delta
32. Foshan Academic Royale. . .............. 100.0% 42,500 214,000 162,000 52,000 -
33. Huizhou Hallstatt See. . .. .............. 100.0% 918,000 1,549,000 370,000 562,000 617,000
34. Guangzhou Greenery Terrace . ............ 100.0% 17,300 29,000 29,000 - -
35. Guangzhou Regent Heights. . .. ........... 51.0% 20,500 72,000 - 72,000 -
36. Guangzhou Parc One . . ................ 51.0% 72,000 258,000 - 232,000 26,000
37.Guangzhou Langyun Garden. ............. 10.0% 57,000 130,000 - 130,000 -
38. Shenzhen The Greenville. . . .. ........... 51.0% 31,000 178,000 - 178,000 -
39. Guangzhou Baiyun Chatou Project. .. ....... 45.9% 77,000 340,000 - - 340,000
40. Hong Kong Montego Bay . .............. 100.0% 10,500 65,000 - 65,000 -

114



The following table sets forth the breakdown of our land bank (including land pending land use
rights certificates) by region and tier of city as at 31 December 2020:

By Region
Percentage of
Type Total GFA total GFA
(in thousand

sq.m.) (%)
Pan Bohai Delta . . . . . .. .. e 3,164 37
Yangtze River Delta . . ... ... . 580 7
Central China . . . . . . . ... e 2,483 29
Chengdu-Chongqing region. . . . .. ... ... .. 459 6
Pearl River Delta’’ . . ... 1,784 21
Total: ..o 8,470.0 100.0
Note:
(1) Peal River Delta includes Hong Kong.
By Tier of City

Percentage of
Type" Total GFA total GFA
(in thousand

sq.m.) (%)
Tier I .o 2,818 33
T 2 o o e 2,465 29
THer 3 . 3,187 38
Total: . .o 8,470.0 100.0

(1) Tier-1 cities include Beijing, Tianjin, Guangzhou, Shenzhen and Hong Kong.
Tier-2 cities include Chengdu, Changsha, Wuhan, Nanjing and Foshan.

Tier-3 cities include Yingkou, Langfang, Huizhou, Taian and Xiangtan.
The following is a brief description of our main property projects as at 31 December 2020.

Yingkou Platinum Bay

Yingkou Platinum Bay is a residential development project comprises villas and apartments.
Located at Liaoning (Yingkou) Coastal Industrial Base, Yingkou City, Liaoning Province, the project
occupies an aggregate site area of approximately 396,000 sq.m. and has an aggregate planned gross
floor area of approximately 377,000 sq.m. The project is comprised of seven phases. The first six phases
have been delivered to buyers. Phase VII is comprised of middle and high-rise units, which is currently
under construction and presale was launched in late 2019. The project is expected to be completed in the
second quarter of 2022.

Langfang Harrow Town

Harrow Town is a residential development project comprises villas and high-rise units. Located in
Jiangxintun Town, Xianghe County, Langfang City, Hebei Province, the project occupies an aggregate
site area of approximately 550,000 sq.m. and has an aggregate planned gross floor area of approximately
1,285,000 sq.m. Phase I and high-rise units of Phase II of the project have been delivered to buyers. It is
expected that the land plot No.3 of the project will be completed in the fourth quarter of 2022.
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Tianjin Neo-Metropolis

Neo-Metropolis is a residential development project located in Yixingbuzhen, Bei Chen District,
Tianjin. It occupies an aggregate site area of approximately 1,115,000 sq.m. and has an aggregate gross
floor area of approximately 2,778,000 sq. m. The project is expected to be completed in the fourth
quarter of 2030.

Nanjing Enchanté Oasis

Enchanté Oasis is a residential development project located within the core centre of Zijin
Technology Entrepreneurial Special Zone at the junction of Shuanglong Avenue and Xuelindong Road,
Jiangning District, Nanjing, Jiangsu Province and to the west of Shangqinhuai Wetland Park, the largest
wetland park in China. It occupies an aggregate site area of approximately 95,000 sq.m. and has an
aggregate planned gross floor area of approximately 255,000 sq.m. The project is comprised of two
phases. Development of Phase I has commenced in the second quarter of 2017 where the multi-floor
portion was delivered to buyers in the second quarter of 2019 and the high-rise portion was delivered to
buyers by the end of 2019. Phase II commenced in the first quarter of 2018 where the multi-floor
portion was delivered to buyers in the fourth quarter of 2019, the high-rise portion has been launched
for sale in the second quarter of 2020 and delivered to buyers by the end of 2020.

Nanjing Enchanté Cove

Enchanté Cove is a residential development project located in the south-eastern corner of
Fangshan, Jiangning District, Nanjing, Jiangsu Province within the Jiangning University Town at the
junction of Fangqgian Avenue and Wushi Road. It occupies an aggregate site area of approximately
68,000 sq.m. and has an aggregate planned gross floor area of approximately 148,000 sq.m.
Development of the project that commenced in the second quarter of 2017 was delivered to buyers in
the second quarter of 2019.

Nanjing Jiang Shan Da Jing

Jiang Shan Da Jing is a residential development project located at the junction of Guangming Road
and Lixin Road, Pukou District, Nanjing, Jiangsu Province with close proximity to Metro Line No. 10
Yushan Road Station. The district is equipped with well-established facilities. It occupies an aggregate
site area of approximately 83,400 square metres and has an aggregate planned gross floor area of
approximately 285,000 square metres. The project commenced construction in December 2017 and
started sales in the third quarter of 2019. The low-rise garden house portion was completed for delivery
in the fourth quarter of 2019, and the rest of the project is expected to be completed in the fourth
quarter of 2021.

Nanjing Majestic Mansion (formerly known as Amber Court)

Majestic Mansion, which is formerly known as Amber Court, is a residential and commercial
development project located at the junction of Yanshan Road and Shuiximen Jie, Gulou District, the
northern part of Hexi, Nanjing, Jiangsu Province where it enjoys an array of transportation, commercial
and educational resources. It occupies an aggregate site area of approximately 43,000 square metres and
has an aggregate planned gross floor area of approximately 233,000 square metres. The project
commenced in the third quarter of 2018 and is expected to be completed and launch for sale in the
fourth quarter of 2021.

Nanjing Enchante Park

Nanjing Enchante Park is a residential development project located in Nanjing Jiangning District,
to the east of the Nanjing Jiangning high-tech park Zhengfang Main Road and south of Shimeng Road,
which is in the Fangshan University zone with close proximity to the Fangshan Recreational Park. With
a superior natural scenic surrounding environment, it will be developed into a quality residential
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community for upgraders. It occupies an aggregate site area of approximately 61,000 square metres and
has a maximum developable gross floor area of approximately 181,000 square metres. The project is
expected to be completed in the fourth quarter of 2022.

Changsha LOHAS International Community

LOHAS International Community is a large-scale residential development project with ancillary
facilities such as clubhouse, shops, car-parking lots, schools and landscaped garden. Located at Gaoyun
Road, Muyun Town, Changsha County, Hunan Province, the project occupies an aggregate site area of
approximately 643,000 sq.m., including a private lake of 30,000 sq.m., and has an aggregate planned
gross floor area of approximately 1,084,000 sq.m. The project was completed in 2018.

Changsha Qin Royale

Qin Royale is a residential and commercial development project located at Fu Yuan West Road,
Kaifu District, Changsha County, Hunan Province which is within a comfortable living Eco-City zone
under planning, with close proximity to the Kaifu District Administration Centre. It occupies an
aggregate site area of approximately 150,000 sq.m. and has an aggregate planned gross floor area of
approximately 570,000 sq.m. Whilst the residential portion of the project will be developed into a
quality residential community for first home buyers and upgraders, the commercial portion will be
developed as an entertainment complex with a studio in the center of the development surrounded by
office buildings, hotel, shopping malls, and food and beverage facilities. The project is comprised of
four phases. Phase I comprises villas and selected high-rise units and it was completed and delivered to
buyers whilst Phase II was delivered to buyers in the fourth quarter of 2019. The project is expected to
be completed in the second quarter of 2022.

Changsha Nanhu Project (project not yet named)

Nachu Project is a commercial development project located within the central business unit of
Xiangjiang Riverbank area, south of Baisha Road, in between Xiangjiangzhong Road and Shuyuan road,
Tianxin District, Changsha County, Hunan Province. It occupies an aggregate site area of approximately
22,000 sq.m. and has an aggregate planned gross floor area of approximately 179,000 sq.m. The project
is expected to be completed in the fourth quarter of 2024.

Changsha Realm of Landscape

Realm of Landscape is a residential development project located at No.79, Section 2, Xiangjiang
North Road, Kaifu District, Changsha County, Hunan Province. It occupies an aggregate site area of
approximately 87,000 sq.m. and has an aggregate planned gross floor area of approximately 311,000
sq.m. The project is expected to be completed in the fourth quarter of 2022.

Changsha Greenland Centre

Greenland Centre is a residential development project located at No.319, Section 1, Furong Middle
Road, Kaifu District, Changsha County, Hunan Province. It occupies an aggregate site area of
approximately 23,000 sq.m. and has an aggregate planned gross floor area of approximately 259,000
sq.m. The project was completed in the fourth quarter of 2018.

Xiangtan Scenery Cove

Scenery Cove is a residential development project located at No.28 Xuefu Road, Economic and
Technological Development Zone, Xiangtan, Hunan Province. It occupies an aggregate site area of
approximately 428,000 sq.m. and has an aggregate planned gross floor area of approximately 1,104,000
sq.m. Development of phase V of Lot G is expected to be completed in the fourth quarter of 2021.
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Wuhan Enchanté Crest

Enchanté Crest is a residential development project located in Huangpi District, Wuhan, Hubei
Province in the Panlongcheng Economic Development Zone situated at the junction of Songjiagang East
Road and Huayun Road. It occupies an aggregate site area of approximately 61,000 sq.m. and has an
aggregate planned gross floor area of approximately 180,400 sq.m. The project is designed as a high-end
residential community comprises low-rise apartments for first home buyers and upgraders. The project
was completed in the fourth quarter of 2020.

Wuhan Scenery Cove

Wuhan Scenery Cove is a residential development project located in between the south of Third
Ring and Fourth Ring of Wuhan, Hubei Province with close proximity to Huangjiahu University Town
and the 2019 Military World Game Stadium. The site is well equipped with transportation, social and
lifestyle facilities, including the nearby Metro Line No. 8 Stadium Station. It occupies an aggregate site
area of approximately 62,400 sq.m. and has an aggregate planned gross floor area of approximately
215,000 sq.m. The project commenced in the second quarter of 2018 and was pre-sold in the second
quarter of 2019. It is expected to reach completion and delivery by the fourth quarter of 2021.

Taian Scenery Centre

Taian Scenery Centre is a commercial development project located at Changcheng Road, Angao
New District, Taian, Shandong Province. It occupies an aggregate site area of approximately 51,000
sq.m. and has an aggregate planned gross floor area of approximately 148,000 sq.m. The project is
expected to be completed in the third quarter of 2021.

Taian Scenery Cove

Taian Scenery Cove is a residential development project located at Changcheng Road, Angao New
District, Taian, Shandong Province. It occupies an aggregate site area of approximately 270,100 sq.m.
and has an aggregate planned gross floor area of approximately 699,000 sq.m. The project is expected to
be completed in the fourth quarter of 2022.

Chengdu West Begonia

West Begonia is a residential development project located at Wenjiajie Road, Qingyan District,
Chengdu, Sichuan Province. It occupies an aggregate site area of approximately 22,000 sq.m. and has an
aggregate planned gross floor area of approximately 79,500 sq.m. The project is expected to be
completed in the second quarter of 2022.

Chengdu Future-Eco City

Future-Eco City is a residential development project located at the Eastern new district of Diya
County, Chengdu City, Sichuan Province. It occupies an aggregate site area of approximately 170,000
sq.m. and has an aggregate planned gross floor area of approximately 420,000 sq.m. Development of
phase I of the project is expected to be completed in the fourth quarter of 2022.

Foshan Academic Royale

Foshan Academic Royale is a residential development project located at Lujingdong Road,
Chancheng District, Foshan. Being situated in the Guangzhou-Foshan Urban Integration Development
Region, the project is located at the junction of the Central Nanhai District and Chancheng District,
within half an hour drive to Guangzhou and the core districts of Foshan. It occupies an aggregate site
area of approximately 42,500 sq.m. and has an aggregate planned gross floor area of approximately
214,000 sq.m. The project is divided into two phases with mainly high-rise buildings. It will be
developed into a high-quality high-rise residential area for first-home buyers and upgraders. Phase I
commenced in the first quarter of 2017 and was presold in the third quarter of 2018. It is expected to be
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completed and delivered to buyers in the fourth quarter of 2020. Phase II commenced in the second
quarter of 2018 and pre-sale was launched in the fourth quarter of 2019. It is expected to be completed
and delivered to buyers in the second quarter of 2021.

Huizhou Hallstatt See

Hallstatt See is a large-scale residential development project located at Mai Tian Ling, Boluo
County, Huizhou City, Guangdong Province with close proximity to many amenities including golf
course. Surrounded by hills and a 20 acre lake, the project occupies an aggregate site area of
approximately 918,000 sq.m. and has an aggregate planned gross floor area of approximately 1,549,000
sq.m. The project received 4A tourist attraction rating by China National Tourism Administration in
2015, and was given an award for its innovative cultural and resort real estate model in the 10th Annual
Real Estate Billboard event hosted by China Commercial Real Estate Commission. The project is
comprised of seven phases. Development of Phase I and part of Phase II was completed and delivered to
buyers. Construction of the of Phase II and Phase III was completed. The villa portion of Phase IV has
launched presale in the fourth quarter of 2019. Pre-sale of the high-rise portion of Phase IV was
launched in the third quarter of 2019 and it is expected to deliver to buyers in the fourth quarter of
2021.

Guangzhou Greenery Terrace

Greenery Terrace is a residential development project located at Xingnan Avenue, Nancun County,
Panyu District, Guangzhou within the Huanan New Town Zone. Being one of the few low-density sites
located in the Huanan New Zone, the close proximity to Metro Line No. 7 and the various developments
and facilities in the Wanbo Commercial Area in the near future will add tremendous value to the project.
It occupies an aggregate site area of approximately 17,300 sq.m. and has an aggregate planned gross
floor area of approximately 29,000 sq.m. The project will be developed into a high-end low-density villa
community. Development of the project that commenced in the third quarter of 2017 and presale was
launched in the third quarter of 2018. It reached completion and commenced delivery to buyers in 2019.

Guangzhou Regent Heights

Regent Heights is a residential development project located at Maogang Road, Huangpu District,
Guangzhou, Guangdong Province. The project strategically positioned at the pivotal intersection between
Huangpu Yuzhu Port Economic Zone and Guangzhou International Financial City, the second central
business district of Guangzhou. It is conveniently located with close proximity to the planned Metro
Line No. 13 and equipped with quality educational, healthcare and transportation facilities. It occupies
an aggregate site area of approximately 20,500 square metres and has an aggregate planned gross floor
area of approximately 72,000 square metres. It will be developed into a mid-end quality high-rise
community. The project commenced construction in the first quarter of 2020 and pre-sale was launched
in the third quarter of 2020. The project is expected to be completed and delivered to buyers in the
fourth quarter of 2022.

Guangzhou Parc One

Parc One is a residential development project located at Changling Road, Huangpu District,
Guangzhou, Guangdong Province. It is 8 kilometres northeast to the Huangpu District municipal
government office and 23 kilometres from Guangzhou International Financial City, the second central
business district of Guangzhou. The project is conveniently located with close proximity to the planned
Huangpu Tram Line No. 1. The district is equipped with quality educational, healthcare and
transportation facilities. It occupies an aggregate site area of approximately 72,000 square metres and
has an aggregate planned gross floor area of approximately 258,000 square metres. The project will be
developed into a mid-end quality high-rise community. The project commenced construction in the third
quarter of 2019 whilst pre-sale was launched in the third quarter of 2020 and is expected to be
completed and delivered to buyers in the second quarter of 2023.
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Guangzhou Langyun Garden

Langyun Garden is a residential development project located at Airport Expressway, Baiyun
District, Guangzhou, Guangdong Province. The project location is 2.5 kilometres northwest to the
Baiyun New Zone and 8 kilometres from the Guangzhou Railway station. It is equipped with a wide
array of transportational network with easy access to the airport and the Guangzhou central district, and
is situated with a well-established business atmosphere. It occupies an aggregate site area of
approximately 57,000 square metres and has an aggregate planned gross floor area of approximately
130,000 square metres. It will be developed into a mid to high-end residential community that comprise
villas and high-rise blocks. The project commenced construction in the third quarter of 2018 and
launched pre-sale in the fourth quarter of 2019. It is expected to be completed and delivered to buyers in
the fourth quarter of 2021.

Shenzhen The Greenville

The Greenville is a mixed-use development project located in Maluan Subdistrict, Pingshan
District, Shenzhen, Guangdong Province, with close proximity to Pingshan Bus Station, Shenzhen
Overseas Chinese Town East, as well as the Shenzhen Metro Line No.14 Shahu Station and Metro Line
No. 16 Pingshanwei Station, which are both currently under construction. The site is surrounded by
multiple residential complexes and fully equipped with various facilities. It will be developed into a
quality high-rise community for upgraders. It occupies an aggregate site area of approximately 31,000
square metres and has a maximum developable gross floor area of approximately 178,000 square metres.
The project is expected to be completed in the fourth quarter of 2022.

Guangzhou Baiyun Chatou Project (project not yet named)

Guangzhou Baiyun Chatou project is residential and commercial project located in the Complex on
phass II of metro line no. 13, Baiyun District, Guangdong Province. It occupies an aggregate site area of
approximately 77,000 square metres and has a maximum developable gross floor area of approximately
340,000 square metres. The project is expected to be completed in the fourth quarter of 2026.

Hong Kong Montego Bay

Montego Bay is a residential development project located at the junction of Shung Shun Street and
Yan Yue Wai, Yau Tong, Kowloon, Hong Kong. With idyllic and unobstructed view of the Victoria
Harbour, the development offers stylish and relaxing living environment. It occupies an aggregate site
area of approximately 10,500 sq.m. and has an aggregate planned gross floor area of approximately
65,000 sq.m. The project is comprised of 4 high-rise blocks with 688 units which are mostly small to
medium-sized, to meet owner occupier and upgrade demand from single and expanding families. It also
provides three and four-bedroom units for self-use and upgrade demand. Development of the project has
commenced in the fourth quarter of 2017 with pre-sale scheduled to commence in 2020. The
construction of the project is expected to be completed in the first quarter of 2023.

Real Estate Development Process

We adopt a systematic approach to developing our properties, while catering to the specific
preferences of individual target markets. The diagram below summarises the major stages typically
involved in our real estate development projects.
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Land Acquisition

Land acquisition begins with the site selection process. We place a strong emphasis on the site
selection process and consider it fundamental to a project’s success. We conduct in-depth market
analysis to understand market prices and other trends in a property market before commencing or
launching a real estate development project. An experienced team is responsible for identifying sites for
prospective development.

We typically consider a number of key factors when deciding whether to pursue a site at a
particular time. Such factors include, but are not limited to:

. the size, demographic and population of the city in which the site is located;

. the degree to which the proposed development fits in with our product profile and growth
strategies;

. location, surrounding environment and amenities, and proximity and accessibility to city

centres or business districts;

. local property market conditions and industry competitors/players;
. local urban planning and specifications;

. the infrastructure available or planned by the local government;

. estimated cost, investment and financial return;

. local regulatory incentives or subsidies;

. special governmental requirements for the development; and

. applicable zoning regulations and preferential government policies.

Prior to July 2002, land use rights could be obtained through a land use grant contract executed
between a real estate developer and local government authorities. Since 1 July 2002, land use rights for
purposes of commercial use, tourism, entertainment and commodity housing development must be
granted by the government through public tender, auction or listing-for-sale. Since our real estate
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development projects are classified as commodity housing developments, land use rights for our projects
must be granted in this manner. See “PRC Regulations — Real Estate Development — Land for Real
Estate Development”. When deciding to whom the land use rights are granted, authorities consider not
only the tender price, but also the credit history, qualifications and development proposal of the
tendering party. When land use rights are granted by way of tender, an evaluation committee consisting
of no fewer than five members (including a representative of the grantor and other experts) evaluates the
tenders that have been submitted and selects the eventual grantee. When land use rights are granted by
way of auction, a public auction is held by the relevant local land bureau and the land use rights are
granted to the highest bidder. When land use rights are granted by way of listing-for-sale, the assignor
issues a listing-for-sale announcement that specifies land grant conditions and invites bidders to list their
applications at a specified land exchange within a specified period.

During the three years ended 31 December 2018, 2019 and 2020, we successfully acquired land
through public tender, auction and listing-for-sale. We intend to continue to acquire land for new real
estate developments through the above means.

Certificates, Permits and Licenses

Once we have paid the land premium and obtained the right to develop a parcel of land, we begin
applying for the various permits and licenses that we need in order to begin construction and sale of our
properties. If land use rights are acquired by way of grant, the land use rights grant contract will be a
pre-condition to applications for the following certificates, permits and licenses:

»  Land use rights certificate. The state-owned land use rights certificate (57 1= 38 F 55 )
is issued by a local real estate and land resources bureau with respect to the land use rights;

»  Construction land planning permit. The construction land planning permit (F % FH # #7 & 57
A5 ) is issued by a local urban zoning and planning bureau or equivalent authority;

. Construction works planning permit. The construction works planning permit (% T2
#H|FF A8 ) is issued by a local urban zoning and planning bureau or equivalent authority;

. Construction works commencement permit. The construction works commencement permit
(FREE TAEHME TFF A58 ) is issued by a local construction committee or equivalent authority;
and

s Commodity property pre-sale permit. The commodity property pre-sale permit (7 i /5 FH
#FAlE) is issued by a local housing and building administrative bureau or equivalent
authority.

A real estate developer is allowed to commence construction of a real estate development only
upon obtaining a construction works commencement permit which will only be issued after the land use
rights certificate, construction land planning permit and construction works planning permit (together
with the permit for commencement of construction work, collectively known as the “four certificates’)
are obtained.

Project Financing

Our financing methods vary from project to project and are subject to limitations imposed by PRC
regulations and monetary policies. Under applicable PRC regulations, commercial banks in the PRC are
prohibited from advancing loans to fund the payment of land premiums, and as a result we have
primarily used our internal funds to pay for land premiums. Our real estate development costs, including
construction costs and additional financing for existing projects, are typically financed by internal funds
and project loans from PRC banks.

The following summarises the main financing methods for our projects:
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. Internal funding from business operations. Our internal funds primarily comprise proceeds
from the sale and pre-sale of properties and rental income. We receive pre-sale proceeds
when we enter into contracts to sell properties prior to their completion, which must be used
for the construction of the projects which have been pre-sold. We typically receive an initial
payment of 30% of the purchase price at the time of the execution of the pre-sale contract
and receive the balance typically within a few months thereafter, by which time the customer
is typically required under the contract to have obtained a bank mortgage.

. Borrowings from banks and other parties. We usually obtain project specific borrowings
from commercial banks in the PRC. Such borrowings are typically secured by our properties
under development and our land use rights. As at 31 December 2020, our outstanding PRC
construction bank borrowings amounted to approximately HK$677.6 million, all of which
HK$142.9 million were secured. As at 31 December 2020, our outstanding current and non-
current borrowings amounted to HK$19,571.1 million.

. Funds raised from capital markets. In addition, on 26 April 2013, we issued the Guaranteed
bonds with a principal amount of U.S.$225,000,000 and U.S.$125,000,000 bearing interest at
the coupon rate of 5.50% and 6.50%, per annum respectively, which matured and will mature
on 26 April 2018 and 26 April 2023 respectively. On 17 May 2018, we issued perpetual
securities in the principal amount of US$200,000,000 bearing interest at the coupon rate of
7.0% per annum. On 18 September 2018, we issued senior Guaranteed bonds with a principal
amount of U.S.$300,000,000 bearing the interest rate at the coupon rate of 6.4% per annum,
which will mature on 18 September 2021.

. Fund contributions from the joint venture partners. We obtained fund contributions from
joint venture partners for our joint venture projects proportional to each party’s equity
holding. The fund contribution is usually deployed for the purpose of enlarging the share
capital of the joint venture company, and the total capital contributions to be made to the
joint venture company were usually arrived at after arm’s length negotiation between the joint
venture partner and ourselves after taking into account the costs of the project, including cost
of land acquisition and estimated operating costs.

We plan to continue to fund our projects primarily by using a combination of sources, internally
generated funds, bank borrowings and funds raised from the capital markets from time to time.

Project Planning and Design

Project planning and design is a critical step of the project development process. Our in-house
planning and design team is responsible for the research and development of our real estate development
projects. This team cooperates closely with our project managers and contracted designers and engineers
on the overall planning of each development project.

We engage reputable and professional architectural and interior design firms to plan the
architectural, landscape and interior designs of our projects in accordance with our specifications. We
use a competitive bidding process in selecting architectural and interior design firms and make our
selection based on their proposed designs, their reputation for reliability and quality as well as their
bidding price.

Our in-house planning and design team is responsible for monitoring the progress and quality of
the architectural design and interior design of our real estate developments. This team regularly monitors
the progress and work quality of the engaged design firms to ensure that such firms meet our project
quality and specification requirements. Our in-house planning and design team also works closely with
our construction management department and sales and marketing team and generally considers their
recommendations regarding product design and mix, project locations and market conditions.

123



Project Construction

We do not maintain an in-house construction team. Instead, our construction work is outsourced to
third party construction companies and affiliated entities that are subsidiaries of China Minmetals. Third
party construction companies are typically selected through a tender process. We consider various
factors including quality and safety, reputation, track record in similar-size projects, technical and
construction capabilities, proposed construction schedule and price.

The construction contracts we enter into with construction companies typically provide for the
completion date of the construction projects, quality and safety requirements mandated by relevant PRC
laws and regulations and our quality standards and other specifications. Prices for construction work are
also provided for primarily based on estimated labour and material costs and are usually computed on a
per sq.m. basis. In an effort to ensure the quality of services rendered by the contractors, our
construction contracts generally provide for progressive payment arrangements according to construction
phases throughout the construction process, and we typically withhold a portion of the contract sum for
a pre-agreed period of time after the construction is completed to secure any claim we may have due to
any potential construction defects.

Under PRC law, construction companies bear civil liability for personal injuries, accidents and
deaths arising out of their construction work if such personal injuries, accidents and death are caused by
the construction companies. The owner of the property under construction may also bear civil liability
for personal injuries, accidents and death if such injuries, accidents and death are due to the fault of the
owner. To date, we have not experienced any destruction of or damage to our real estate development;
nor has any material personal injury incident occurred on any of our project sites. We are not
responsible for any labour problems our contractors might have. As to our risk in relation to
environmental, social and safety problems due to noncompliance with PRC laws by the contractors, we
may be held responsible for such problems but our construction contracts provide that we may seek
indemnification from the contractors for any resulting damages. To help ensure construction safety on
our project sites and compliance with PRC laws and regulations, including environmental, social and
safety regulations, we have provided a set of standards and specifications in our construction contracts
for external construction companies to comply with during the construction process. While we engage
independent supervisory companies to conduct quality and safety control checks on our projects, we
maintain a team of in-house professionals to monitor various aspects of our projects, such as progress
and quality.

Procurement of Building Materials and Equipment

Equipment and construction materials needed for our construction work are generally procured by
our contractors except for specified materials, including elevators, main entrance doors, paint, roof tiles
and air conditioning systems, which we procure through our procurement team. Where the construction
materials are considered key items, we typically designate a few brands which the contractors are
required to procure. We have established a screening and bidding process to select material suppliers
based on a set of factors including product quality, production capacity, management, implementation
capability, track record and after-sales services.

Quality Control and Construction Safety

We emphasise quality control to ensure that we provide high-quality products and services to our
customers. We have adopted our quality control procedures to ensure that our properties and services
comply with relevant rules and regulations relating to quality, safety and planning criteria and meet
market standards. We adopt written selection and specification requirements for procurement of each
type of material and equipment, including brand requirements, quality, technical standards, sample
inspection and random quality inspection. We impose ingredient specifications for certain important
construction materials, such as cement. In addition, construction materials must be sampled and tested
before they are used in our projects.
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We have formulated internal control standards and procedures to regulate all major processes and
procedures in our construction works. We require contractors to adhere to our guidelines in respect of
standards and procedures, comply with relevant PRC laws and regulations in carrying out their work,
and report any deviations and instances of non-compliance. Our project engineers perform on-site
supervision during our construction process and conduct progressive inspections at each construction
phase. We assign evaluation teams to perform on-site evaluation reviews of our existing contractors
periodically with respect to construction quality, safety control and compliance with the relevant PRC
regulations and standards relating to building materials and workmanship. We also prepare detailed
quality evaluation reports for each unit of our projects after construction completion.

In addition, we engage independent third-party supervisory companies to monitor, control and
manage the construction progress of our projects, including quality, cost control, safety, quality control
of construction materials and equipment, and to conduct on-site inspection. Our contracts with
supervisory companies generally set out payment terms, fee calculation methods and dispute resolution
provisions. The supervisory fees are generally determined either at a negotiated percentage of the total
construction cost of the construction project, or according to the number of supervisory personnel
persons deployed. We generally make progressive payments to our supervisory companies according to
construction phases until they complete the relevant services.

Furthermore, we emphasize construction safety to ensure that our properties are in compliance with
the applicable laws and regulations relating to safety. We require our employees to adhere to our safety
measures and procedures as stipulated in our work and safety policy. We monitor and supervise our
employees closely in the implementation of all such safety measures and procedures during execution of
work. Responsible employees shall be penalized in accordance with the policy when accidents related to
work safety arise. We also perform safety control checks on all building materials, equipment and
construction regularly to ensure the achievement of high construction safety standard.

We believe that we have developed a strong track record of quality control and construction safety
in developing our projects.
Pre-Sales

In line with market practice, we pre-sell properties prior to completing construction. Under
applicable PRC laws and regulations, the following conditions must be met prior to commencing any
pre-sale of any particular real estate development:

. the relevant land use rights certificate has been duly issued;

. the construction works planning permit and the construction works commencement permit
have been duly issued;

. the funds contributed to the real estate development may not be less than 25% of the total
amount required to be invested in the project;

. the progress and the expected completion date and delivery date of the construction work
have been ascertained; and

. a pre-sale permit has been duly issued by the relevant construction bureau or real estate
administration authority.

In addition, the real estate developer should ensure that proceeds from pre-sales are used for the

construction of the relevant pre-sold real estate development project. Pre-sale activities are also subject
to local regulations of the cities where the real estate development projects are located.
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Sales and Marketing

We have a sales and marketing team responsible for executing our overall sales and marketing
strategy and product promotion plans. Our sales and marketing team conducts market analyses, prepares
promotional designs and project brochures, organises on-site promotions, arranges advertising
campaigns, recommends pricing, sets sales-related policies and manages our customer relationships. We
provide training programs and courses to our sales and marketing staff with different levels of
experience.

We promote our products through various media including newspapers, the Internet, television,
radio and outdoor billboards. We also conduct advertising campaigns by means of direct mail, phone
text messages and project promotional materials. In addition, in 2020, we launched the online sales
platform “7FLH&E4F 5 for sales and marketing activities which effectively overcame the loss attributed to
the freezing physical property sales activities. We occasionally participate in real estate exhibitions to
enhance our brand awareness and promote our products. As part of our sales strategy, we conduct on-
site promotion and display units to potential customers.

We occasionally work with external sales and marketing agencies. We select such agencies based
on their qualifications, reputation, past performance and market share, project proposal and
qualifications and experience of their professional staff. Once engaged, representatives of such agencies
act as our agents for sales of specific projects. Fees payable to external sales agencies are usually
negotiated on the basis of prevailing market rates and settled according to negotiated contract terms.

Customer’s Payment Arrangements

Purchasers of our residential properties, including those purchasing pre-sale properties, may
arrange for mortgage loans with banks. The mortgage payment terms for properties sold or pre-sold are
substantially the same. Purchasers typically make a down payment as required by applicable PRC
regulations on the date of execution of the formal sale and purchase agreement. Currently first-time
purchasers are required to make a down payment of at least of 30% of the purchase price; while
purchasers who purchase additional properties are required to make a down payment of at least 50% of
the purchase price. In each case, a mortgage loan with a maximum term of 30 years for the balance of
the purchase price may be available to the purchasers. Purchasers are generally required to pay the
balance of the purchase price within one month following the execution of the sale or pre-sale contract
when they purchase properties using mortgage financing. If our purchasers choose not to finance their
purchases with mortgage loan facilities, they are required to pay the purchase price in full at the time of
the execution of the pre-sale or sales contract.

In accordance with industry practice, we provide guarantees to banks for the repayment of
mortgage loans with respect to pre-sold properties. The guarantee is released upon the earlier of (i) the
satisfaction of the mortgage loan by the purchaser of the property and (ii) the issuance of the property
ownership certificate for the mortgaged property and the completion of the registration of the mortgage,
which is generally available within six months to one year after the purchaser takes possession of the
relevant property. In line with industry practice, we do not conduct independent credit checks on our
purchasers but rely on the credit checks conducted by the mortgagee banks.

As at 31 December 2020, our outstanding guarantees given to banks for mortgage facilities granted
to purchasers of our properties amounted to HK$6,805 million. In the years ended 31 December 2018,
2019 and 2020, there were no material defaults under mortgage facilities secured by our guarantees,
individually or in the aggregate. See “Risk Factors — Risks Relating to Our Business — We may become
liable if our customers default on mortgages we have guaranteed.”
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Delivery of Properties

We endeavour to deliver our products to our customers in a timely manner. We closely monitor the
progress of construction of our real estate development projects and conduct pre-delivery property
inspections to ensure the quality of our properties. The time frame for delivery is set out in sale and
purchase agreements we enter into with our customers. In pre-sales transactions, delivery of a property
generally takes place within one to three months after completion of the property, depending on the type
of property, and we are required to make penalty payments to purchasers for any delay in delivery. Once
a real estate development project or project phase has passed requisite government inspections and is
ready for delivery, we notify our customers and hand over keys and possession of the properties.

After-Sales Services

Our after-sales services are customer-oriented. Our objective is to ensure continued customer
satisfaction. We offer various types of after-sale services to our customers. For example, we generally
assist the purchasers of our properties with mortgage financing applications, title registrations and
obtaining property ownership certificates. We offer multiple communication channels for our customers
to provide feedback and complaints about our products or services, including a customer service
telephone hotline. We also study customer satisfaction through third-party research. We cooperate with
our property management companies to handle customer complaints, and we seek to make timely
adjustments to products and services to meet our customers’ needs.

PROPERTY MANAGEMENT

As at 31 December 2020, we provided property management services to our completed real estate
development projects. Our property management business in China and Hong Kong adheres to the
“37°C Caring Service” principle to provide attractive, caring and value-added services to the property
residents with safe and comfortable living environment in our completed real estate development
projects. Our property management teams are well equipped with professional qualifications and
extensive experience in safety management, equipment operation and maintenance, environmental and
building management. We have also established property management subsidiaries in China and Hong
Kong to ensure professional and caring property management services are provided to buyers. In 2020,
we further acquired a company that offers property management services from China Minmetals.

For the years ended 31 December 2018, 2019 and 2020, we received various awards in relation to
our property management business, including the following:

Name of the residential
property managed by us Award

China Minmetals Tower..  “Five-Star Managed Property” by Kowloon West Regional Crime
Prevention Office in 2018 and 2019

Hallstatt See. . . .. ... .. “Service Demonstration Enterprise Award” by the China Golden
Key Alliance in 2018

Being recognised as a “Green Community” by the Ministry of
Ecology and Environment of Huizhou in 2019

Riveria Royale ... ... .. “Property Management Excellent Community Award” by Jianye
District Housing Security and Housing Bureau in 2018

“Nanjing City Property Management Excellent Society Security
Community” by Nanjing Housing Security and Housing Bureau in

2019

Being recognised as the “Well-being Community” by China
Construction Press in 2019
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Academic Royale . ... .. “Property Management Excellent Community Award” by Jianye
District Housing Security and Housing Bureau in 2018

Platinum Bay .. ....... “Yingkou City Property Management Residential Community
Demonstration Award” by Yingkou City Property Management
Association in 2018 and 2020

Laguna Bay .......... “Nanjing City Property Management Excellent Society Security
Community” by Nanjing Housing Security and Housing Bureau in
2019

Yan Shan Ju.......... “Nanjing City Property Management Demonstration Project” by

Nanjing Housing Security and Housing Bureau in 2020

Minmetals Chai Da Mu “Green Property Service Project” by Xining Housing Security and
Plaza .. ........... Housing Administration Bureau in 2020 “Xining City Property
Management Demonstration Project” by Xining Housing Security

and Housing Administration Bureau in 2020

Scotland Town . .. ... .. “Changsha City Property Management Benchmarking Demonstration
Project” by Changsha Property Management Office in 2020

Changsha Scenery Cove. . “Advance Property Management Award” by Jingwanzi Street
Working Committee in 2020

West Begonia . . .. ... .. “2020 China Real Estate High Quality Residence Model Project” by
China Real Estate News in 2020

SPECIALISED CONSTRUCTION

As at the date of this Offering Circular, we are engaged in the business of specialised construction
via a wholly-owned subsidiary company, Minmetals Condo (Hong Kong) Engineering Company Limited
(“Condo Hong Kong™) for the Hong Kong market. Through our specialised construction business, we
provide our customers with integrated curtain wall system and metal roofing system solutions that are
customised to meet the technical specifications and performance requirements of individual projects. Our
services include design of structural systems, procurement of materials, production and assembly of
curtain wall and metal roofing products, performance testing, and installation of products at construction
sites and after-sales services. Our key products include curtain wall and roofing systems, aluminium
windows, doors and internal cladding. We have provided building solutions to a variety of building
structures, including residential and office buildings, museums, sport centres, airports, shopping centres,
swimming pools and hotels, including the north satellite concourse of the Hong Kong International
Airport and the new Tamar Hong Kong Government Headquarters.

Condo Hong Kong’s active participation in both private development and public sector over the
years has earned itself positive market recognition within the construction sector, which has led to an
increase in project bidding invitation. However, as curtain wall construction companies from other
regions entering into the Hong Kong market, competition has intensified. In view of the shortage of
skilled labour and a higher risk of increase in direct and indirect costs, Condo Hong Kong has adopted a
relatively conservative bidding strategy and implemented tight risk management measures. In 2020,
Condo Hong Kong secured new projects amounted to approximately HK$700 million and had projects
on hand amounted to approximately HK$1,100 million at the end of the year of 2020.

128



In December 2020, we disposed the entire equity interest in Condo Shanghai to The 23rd
Metallugical Construction Group Co., Ltd. (a non-wholly owned subsidiary of China Minmetals). Prior
to the disposal, Condo Shanghai was mainly responsible for our specialised construction business in the
PRC.

For the years ended 31 December 2018, 2019 and 2020, revenue from our specialised construction
including the revenue generated by Condo Shanghai prior to its disposal in December 2020, amounted to
HK$941.7 million, HK$864.6 million and HK$529.4 million, respectively, contributing to 8.6%, 7.7%
and 6.9%, respectively, of our revenue for the same periods.

PROPERTY INVESTMENT - RENTAL AND MANAGEMENT FEE INCOME FROM
INVESTMENT PROPERTIES

Our investment property portfolio mainly comprises two commercial and office buildings for
leasing in Hong Kong: (i) the 20-storey China Minmetals Tower in Tsim Sha Tsui, Hong Kong and (ii)
the 25-storey LKF29 in Central, Hong Kong and (iii) two commercial and retail complexes in Changsha
and Taian in the PRC. Our leases are generally for terms of two to three years. In selecting our tenants,
we consider various factors, such as the reputation and history of candidate tenants. Rents are typically
determined based on prevailing market rates and calculated on a per sq.m. basis.

We intend to retain these properties for long-term investment. In managing our investment property
portfolio, we take into account estimated long-term growth potential, overall market conditions and our
cash flows and financial condition.

For the years ended 31 December 2018, 2019 and 2020, respectively, our rental and management
fee income from investment properties in Hong Kong amounted to HK$70.4 million, HK$67.7 million,
and HK$60.6 million, representing 0.7%, 0.6% and 0.8% respectively, of our revenue for the same
periods.

The table below summarises certain information with respect to our commercial and office
buildings in Hong Kong as at 31 December 2020.

Total GFA GFA of
held for tenanted Occupancy Range of
Investment Properties Type investment portion rate rental period
(sq.m.) (sq.m.) (years)
China Minmetals Tower . . . . Commercial Office 10,790 8,664 80.3% 1-4 years
LKF29 Tower. .......... Commercial Office 5,036 4,003 83.6% 1-5 years
Total .. ............... 15,826 12,667

As at 31 December 2020, the fair value of China Minmetals Tower was HK$1,334 million and the
fair value of LKF29 was HK$927 million.

COMPETITION

The property market in the PRC is fragmented and competitive. Competition is primarily based on
factors such as location, types of properties offered, brand recognition, quality, facilities, government
regulation and supporting infrastructure, services and pricing. Our existing and potential competitors
include major domestic state-owned and private real estate developers in the PRC, and real estate
developers from Hong Kong and elsewhere in Asia. Some of our competitors may have greater financial
and other capital resources, marketing and other capabilities and name recognition than us. In addition,
some local companies have extensive local knowledge and business relationships or a longer operational
track record in the relevant local markets than us. Intensified competition between real estate developers
may result in increased costs for land acquisition, oversupply of properties and a slowdown in the
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approval process for new real estate developments by the relevant government authorities. See “Risk
Factors — Risks Relating to the PRC Real Estate Industry — Increasing competition in the PRC property
market may adversely affect our profitability.”

INTELLECTUAL PROPERTY RIGHTS

We rely on a combination of trademark and contractual arrangements to establish and protect our
brand name and other intellectual property rights. We did not experience any material infringement of
our intellectual property rights during the three years ended 31 December 2018, 2019 and 2020, and we
are not aware of any material unauthorised use of our brand name, logo or other forms of our brand
image. Nor are we aware of any infringement by us of any third parties’ intellectual property rights.

INSURANCE

We maintain asset insurance policies for our properties and assets. We do not insure against
potential losses or damage with respect to our properties for sale before their delivery to customers. Nor
do we maintain insurance coverage against liability from tortious acts or other personal injuries on our
project sites. The construction companies are responsible for quality and safety control during the course
of construction and are required to maintain accident insurance for their construction workers pursuant
to PRC laws and regulations. We believe our insurance practice is consistent with the customary practice
in the PRC real estate industry.

For our specialised construction projects, we generally carry contractor all risk and third-party
liability insurance coverage, but do not maintain any defective product or business disruption insurance
policies. We rely on umbrella insurance policies for the buildings in which our curtain wall products are
installed, for instance, to cover matters such as workers’ compensation claims, and we only maintain
separate workers’ compensation policies in a limited number of instances where we are legally or
contractually required to do so.

With respect to our investment properties in Hong Kong, we maintain insurance coverage against
destruction of or damage to these two properties.

ENVIRONMENTAL MATTERS

We are subject to PRC national, provincial and local environmental laws and regulations in the
PRC. These include, without limitation, the Environmental Protection Law, the Prevention and Control
of Noise Pollution Law, the Environmental Impact Assessment Law and the Administrative Regulations
on Environmental Protection for Development Projects. Pursuant to these laws and regulations, each real
estate development is required to undergo environmental assessment. A real estate developer must
prepare an environmental impact assessment report for submission to the relevant PRC environmental
authorities and obtain approval from such authorities before commencing construction.

During the construction stage, the environmental control facilities must be completed in accordance
with the design and relevant codes of practice. We also must ensure that our construction contractors
comply with applicable environmental laws and regulations during the construction stage. During the
course of construction of development projects, the environment is typically impacted by an increased
amount of dust around the site, increased construction waste and increased noise pollution. In each of
these cases, our construction contractors, as part of the responsibilities under their contracts, are
responsible for taking actions to clear waste, to keep dust levels low, to control noise pollution and to
comply with all relevant environmental laws and regulations.

Upon completion of each project, the relevant environmental authorities will inspect the site and

test the environmental control facilities to ensure compliance with all applicable environmental standards
and prepare a report to confirm such compliance. The resulting report is presented together with other
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specified documents to the relevant construction administration authorities for their approval and record.
Approval from the environmental authorities of such report is required before we can deliver the
property to our customers.

We believe that we are in compliance in all material respects with applicable national, provincial
and municipal environmental laws and regulations, and have not received any fines or penalties
associated with breaching of any of them.

HEALTH AND SAFETY MATTERS

In respect of social responsibility, in particular, labour health, safety, insurance and accidents,
relevant laws and regulations mainly include the PRC Labour Law, PRC Labour Contract Law, Interim
Regulation on Collection and Payment of Social Insurance Premiums, Regulations on Work-Related
Injury Insurance, Safety Production Law, Regulations on the Reporting, Investigation and Disposition of
Work Safety Accidents, Administrative Regulations on the Work Safety of Construction Projects and
Regulations on the Management of the Housing Provident Fund. The aforementioned laws and
regulations set forth relevant provisions on working hours, work safety, rest and vacation, wages, health
and safety, social insurance and welfare for employees. We have purchased insurance for our employees
according to PRC laws and regulations and we are planning to increase insurance coverage for our
employees to include commercial accident insurance. We believe that as at the date of this Offering
Circular, there had been no material violation of currently applicable PRC labour and safety regulations
nor had there been any material employee safety issues involving us.

EMPLOYEES

As at the date of this Offering Circular, we have 1,189 full-time employees. The following table
provides a breakdown of our employees by function as at the same date.

Number of
Division Employees
Market and Sales. . . . . ... 112
Professional Technicians. . . . . . . . . .t 432
Management Staff . . . . . 416
Investment Planning. . . . . . . . 35
Property Management . . . .. ... ... 111
Others . . . oo 83

Total . . . e 1,189

Our employees are engaged under employment contracts and do not negotiate their terms of
employment through any labour union or by way of collective bargaining agreements. We benchmark
employee remuneration packages against our peers, and each package is based on the employee’s
qualifications, position and seniority. We believe the salaries and benefits that our employees receive are
competitive in comparison with market rates. The remuneration package of our employees includes
salary, incentive bonus, share-based compensation and welfare. We conduct annual appraisals for our
employees and apply the appraisal results in our annual salary reviews, promotion assessments and
annual bonus determinations. Commissions are paid only to sales staff.

We are subject to social insurance contribution plans organised by the PRC local governments. In
accordance with the relevant national and local labour and social welfare laws and regulations, we are
required to pay on behalf of our employees a monthly social insurance premium covering pension
insurance, medical insurance, unemployment insurance, working injury insurance, maternity insurance
and a housing reserve fund. In Hong Kong, we make employer contributions in accordance with rules
related to mandatory provident funds.

We believe our relationship with our employees is good. We have not experienced significant
labour disputes which have affected or are likely to have an adverse effect on our business operations.
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LEGAL PROCEEDINGS

From time to time, we are involved in legal disputes arising in the ordinary course of business,
primarily including but not limited to disputes with suppliers. We were not, as at the date of this
Offering Circular, engaged in any litigation, arbitration or claim of material importance, and we are not
aware of any pending litigation, arbitration or claim of material importance pending or threatened by or
against us that would have a material adverse effect on our results of operations or financial condition.
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DIRECTORS AND SENIOR MANAGEMENT

BOARD OF DIRECTORS

Our board of the directors of (the “Board’) assumes the responsibility for leadership and control
of our Company and is collectively responsible for directing and supervising the Company’s affairs. The
Board consists of four executive directors, one non-executive director and three independent non-
executive directors as at the date of this Offering Circular.

Name Age Position/Title

He Jianbo. . ... ........... 51 Chairman of the Board and Executive Director
LiuBo.................. 56 Managing Director and Executive Director

Chen Xingwu . .. .......... 52 Deputy Managing Director and Executive Director
Yang Shangping . . ......... 47 Deputy Managing Director and Executive Director
He Xiaoli................ 53 Non-executive Director

SelwynMar . ............. 85 Independent Non-executive Director

Lam Chung Lun, Billy. . ..... 73 Independent Non-executive Director

Law Fan Chiu Fun, Fanny . . .. 68 Independent Non-executive Director

Mr. He Jianbo currently serves as the chairman of the Board and an executive director of our
Company. Mr. He was appointed as an executive director and the managing director of the Company in
December 2007. He was appointed as the deputy chairman of the Board in April 2013 and was re-
designated as the chairman of the Board in January 2019. Mr. He is responsible for the overall strategic
direction of the Group and organising the management for the strategic planning and business operations
of our Company. Mr. He has extensive experience in real estate development, corporate management,
strategic planning and investment. Prior to joining us, he had successively served as a director of the
general administrative office, a director of the strategic planning division and a member of the strategic
planning committee at China Minmetals since 1992. Mr. He graduated from Peking University with a
bachelor’s degree in economics. He also obtained a master’s degree in international finance from Peking
University and a master’s degree in business administration from Saint Mary’s University in Canada. Mr.
He is a senior international business engineer (=& BIFE 5T ) in the PRC, the vice president of the
China Real Estate Chamber of Commerce and a member of the Political Consultative Conference of
Dongcheng District of Beijing.

Mr. Liu Bo has been the general manager of our Company since January 2019 and also serves as
an executive director and the managing director of our Company since March 2020. Prior to joining us,
Mr. Liu had worked in China Metallurgical Group Corporation (the “MCC Group”) since 1988 and
was the chief economist of MCC Group and Metallurgical Corporation of China Ltd. He had held senior
management positions in various subsidiaries of MCC Group where his responsibility covered
engineering design, and construction and technology development. He also possesses extensive
experience in land development and urban development projects, including the Singapore Universal
Studio EPC project. Mr. Liu has participated in the research and development of technologies for which
he has obtained various patents and scientific research achievement awards in the PRC. Mr. Liu was
granted a special government allowances by the State Council in 2011. Mr. Liu obtained a master’s
degree in engineering from Xi’an University of Architecture and Technology and is a qualified
professoriate senior engineer (FIZ& =4 T#2AM) in the PRC. He is also the vice president of the
Construction Project Management Committee and the Foundation and Underground Space Construction
Committee of the China Construction Industry Association.

Mr. Chen Xingwu has served as a deputy general manager of our Company since June 2018 and
an executive director and a deputy managing director of our Company since November 2018. Mr. Chen
has extensive experience in strategic financing, investment and financial management. Mr. Chen joined
China Minmetals in 1991 and had held positions in various departments and subsidiaries of China
Minmetals where his responsibility covered international trading, financing of cross-border mergers and
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acquisitions and corporate management. Mr. Chen obtained a bachelor’s degree in economics from the
University of International Business and Economics and is a qualified accountant and an international
business engineer in the PRC.

Mr. Yang Shangping has served as an executive director and a deputy managing director of our
Company since June 2017. Mr. Yang first joined our Company as the general manager of our real estate
development operation in Nanjing in 2007. He is responsible for the strategic investment, sales and
marketing and urban development of the Group. Mr. Yang has extensive experience in project
management as well as sales and marketing and cost management. Prior to joining us, Mr. Yang worked
in China Overseas Holdings Ltd. and Shanghai Vanke Co., Ltd. for over 10 years where he was engaged
for project management. Mr. Yang obtained a bachelor’s degree in civil structural engineering from
Tongji University and a master’s degree in business administration from Fudan University.

Ms. He Xiaoli has served as a non-executive director since November 2018 and has previously
served as an executive director and a deputy managing director of our Company. Ms. He has extensive
experience in corporate financing and investment, capital market operation and financial management.
Prior to joining us, Ms. He worked at the finance department of the then China National Nonferrous
Metals Industry Corporation as the head of its business division and deputy director of the accounting
information division. Ms. He obtained a bachelor’s degree in economics (major in accounting) from
North China University of Technology and a master’s degree in business administration from the
University of South Australia. She is a qualified senior accountant in the PRC and a member of the
Chinese Institute of Certified Public Accountants.

Mr. Selwyn Mar was appointed as an independent non-executive director of our Company in
November 2002. He also holds directorship in three other listed companies in Hong Kong. In addition,
he is a consultant of Nexia Charles Mar Fan Limited and a director of Marfan & Associates Limited.
Mr. Mar has been actively involved in commercial and industrial undertakings in Hong Kong and the
PRC in the past 43 years. Mr. Mar had previously served as the president of the Hong Kong Institute
Certified Public Accountants, a member of the appeals panel of the Securities and Futures Commission
and a member of the board of governors of Chinese International School. Mr. Mar graduated from the
London School of Economics. He is a chartered accountant and an Honorary Fellow of Lingnan
University.

Mr. Lam Chung Lun, Billy was appointed as an independent non-executive director of our
Company in September 2015. He joined the Hong Kong Government as an administrative officer in
1970 and was engaged in public services covering housing, environmental protection, land
administration, procurement, financial services, infrastructure and project development. He had served
as the chief executive officer of the Airport Authority and the managing director of the Urban Renewal
Authority. Mr. Lam graduated from the University of Hong Kong and obtained a Master of Science in
Management degree from the Stanford Graduate School of Business. He is currently a member of the
Lantau Development Advisory Committee, a director of Life Education Activity Programme, and a
council member and an adjunct professor of the Hong Kong Polytechnic University. Mr. Lam, a Justice
of Peace since 2004, was awarded the Golden Bauhinia Star Medal by the Hong Kong Government in
2008.

Ms. Law Fan Chiu Fun, Fanny was appointed as an independent non-executive director of our
Company in April 2018. Prior to the retirement from her 30-year civil service in 2007, Ms. Law was the
Commissioner of the Hong Kong Independent Commission Against Corruption and had worked in many
fields, including medical and health, economic services, housing, land and planning, home affairs, social
welfare, civil service, transport and education. Ms. Law graduated from the University of Hong Kong
with a bachelor’s degree in science. She received a master’s degree in public administration from
Harvard University and was named a Littauer Fellow. She also obtained a master’s degree in education
from the Chinese University of Hong Kong. Ms. Law is currently a member of the Executive Council of
the Hong Kong Government and serves as an independent non-executive director of four other listed
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companies in Hong Kong. She is also an external director of China Resources (Holdings) Co., Ltd. Ms.
Law was awarded the Gold Bauhinia Star and the Grand Bauhinia Medal in 2003 and 2017,
respectively, by the Hong Kong Government in recognition of her distinguished service to the
community. She is also a Justice of Peace since 2008.

SENIOR MANAGEMENT

The table below sets forth certain information in respect of the senior management of our
Company as at the date of this Offering Circular:

Name Age Position/Title

Ning Heqiu . ............. 56 Deputy General Manager

Dai Pengyu . ............. 39 Deputy General Manager

Law Yiu Wing, Patrick ... ... 58 Chief Operating Officer (Hong Kong)
Tang Ying Kit, Edward . ... .. 47 Financial Controller

Mr. Ning Hegqiu has served as the deputy general manager of our Company since March 2020. Mr.
Ning has over 30 years of experience in the construction sector in the PRC since he joined The 23rd
Metallurgical Construction Group Co., Ltd. of Minmetals (the “23rd Metallurgical Group”) in 1986.
He is currently the president of the 23rd Metallurgical Group, the vice president of Hunan Construction
Industry Association and a deputy director of China National Association for Non-ferrous Metals
Industries Construction. Mr. Ning has extensive experience in construction business and corporate
management, and has gained recognitions for his professional achievement in Hunan Province. Mr. Ning
obtained a master’s degree in engineering from Wuhan University and is a qualified professoriate senior
engineer in the PRC.

Mr. Dai Pengyu has served as a deputy general manager of our Company since March 2020 and
the general manager in charge of our operation in southern China. First joining the Company in 2007,
Mr. Dai has extensive experience in marketing and management of real estate development projects and
has held senior management positions in various real estate development subsidiaries of our Company in
central, eastern and southern China. Mr. Dai obtained a bachelor’s degree in business administration
with a focus on management of real estate business from Xi’an University of Architecture and
Technology.

Mr. Law Yiu Wing, Patrick is the chief operating officer for our operation in Hong Kong. Joining
us in September 2006, Mr. Law has extensive experience in property development, strategic planning,
financial management from his previous posts with various listed companies in Hong Kong. Mr. Law is
responsible for the management of our investment properties in Hong Kong and is the general manager
of Minmetals Condo (Hong Kong) Engineering Company Limited, one of our wholly-owned subsidiaries
primarily engaged in specialised construction business in Hong Kong, and Massive Leader Limited, one
of our wholly-owned subsidiaries primarily engaged in our Montego Bay Project in Hong Kong. Mr.
Law obtained a Bachelor of Building degree from the University of New South Wales and a Master of
Business Administration degree from the Australian Graduate School of Management. He is a member
of the Australian Institute of Building, the Hong Kong Institute of Certified Public Accountants and
CPA Australia.

Mr. Tang Ying Kit, Edward has served as our financial controller since April 2013. Mr. Tang has
extensive experience in corporate finance, and financial and general management. Prior to joining us,
Mr. Tang worked at listed companies and state-owned enterprises in Hong Kong. Mr. Tang obtained a
Bachelor of Business Administration in Finance degree from Hong Kong University of Science and
Technology. He is an associate member of the Hong Kong Institute of Certified Public Accountants, the
Chartered Institute of Management Accountants, and a fellow member of the Association of Chartered
Certified Accountants.

135



BOARD COMMITTEE

We have established four board committees under the Board, namely, the audit committee, the
remuneration committee, the nomination committee and the executive committee.

Audit Committee

Our audit committee consists of three members, namely Mr. Selwyn Mar, Mr. Lam Chung Lun,
Billy and Ms. Law Fan Chiu Fun, Fanny. Mr. Selwyn Mar is the chairman of the audit committee.

The Audit Committee is principally responsible for reviewing (i) the effectiveness of the financial
reporting procedures and risk management and internal control systems of our Company; (ii) the
appointment of independent auditors and the efficiency and quality of their work; and (iii) all internal
audit reports as well as management feedback to such reports.

Remuneration Committee

Our remuneration committee consists of four members, namely Ms. Law Fan Chiu Fun, Fanny, Mr.
He Jianbo, Mr. Selwyn Mar and Mr. Lam Chung Lun, Billy. Ms. Law Fan Chiu Fun, Fanny is the
chairwoman of the remuneration committee.

The remuneration committee is principally responsible for the review of the remuneration and
incentive scheme for our directors and senior management, and the establishment and maintenance of a
reasonable and competitive remuneration packages in order to attract and retain the directors and senior
management. The remuneration committee was authorised by the Board to determine the remuneration
for the executive directors and senior management and make recommendation to the Board on the
remuneration of the non-executive directors.

Nomination Committee

Our nomination committee consists of four members, namely Mr. He Jianbo, Mr. Selwyn Mar, Mr.
Lam Chung Lun, Billy and Law Fan Chiu Fun, Fanny. Mr. He Jianbo is the chairman of the nomination
committee.

The nomination committee is principally responsible for formulating policy for nomination of our
directors and leading the process of identifying and nominating candidates suitably qualified to become
board members. It reviews the structure, size and composition of the Board and makes recommendation
to the Board on re-appointment of the directors as well as succession plan for the chairman of the Board
and the chief executive officer of our Company. The nomination committee also reviews the
independence of the independent non-executive directors.

Executive Committee

Our executive committee consists of four members, namely Mr. He Jianbo, Mr. Liu Bo, Mr. Chen
Xingwu and Mr. Yang Shangping. The chairman of the executive committee is Mr. He Jianbo. The
executive committee is responsible for our daily operations and management.
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PRINCIPAL SHAREHOLDERS

As at 31 December 2020, according to the register of interests kept by us under Section 336 of the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (the “SFO”), the following
persons had interests in the our shares as disclosed to our Company under Divisions 2 and 3 of Part XV

of the SFO.

Name of Principal Shareholder

Interest in Shares

Long Position

Short Position

Approximate Percentage of
Total Issued Shares

Long Position

Short Position

China Minmetals'” ... ... ... .. .. ... . ... .... 2,071,095,506 - 61.88% -
China Minmetals Corporation Limited (“CMCL”)™" . 2,071,095,506 - 61.88% -
China Minmetals Non-Ferrous Holding Company

Limited (“CMNH™)" ... . .. ... 2,071,095,506 - 61.88% -
China Minmetals Non-Ferrous Metals Company

Limited (“CMN>) ... 2,071,095,506 - 61.88% -
Album Enterprises Limited (“Album Enterprises”)(” 2,071,095,506 - 61.88% -
China Minmetals H.K. (Holdings) Limited

(“Minmetals HK™)" 0. 2,071,095,506 - 61.88% -
June Glory International Limited (“June Glory”)". . 2,071,095,506 - 61.88% -
Haitong Securities Co., Ltd. (“HSC™)® . ... ... ... 169,995,800 6,268,000 5.08% 0.19%
Haitong International Holdings Limited (“HIH")® . . 169,995,800 6,268,000 5.08% 0.19%
Haitong International Securities Group Limited

CHISG™® . 169,995,800 6,268,000 5.08% 0.19%
Haitong International Securities Company Limited

CHISC)® 163,727,800 - 4.89% -

Notes:

)]

(@)

June Glory is a wholly-owned subsidiary of Minmetals HK, which in turn is owned as to approximately 39.04%, 38.95%
and 22.01% by CMCL, Album Enterprises and Top Create Resources Limited, respectively. Album Enterprises and Top
Create Resources Limited are wholly owned by CMN, which in turn is owned as to approximately 99.999% and 0.001% by
CMNH and CMCL, respectively. CMNH is a wholly-owned subsidiary of CMCL. CMCL is owned as to approximately
88.4% by China Minmetals. Accordingly, each of China Minmetals, CMCL, CMNH, CMN, Album Enterprises and
Minmetals HK was deemed as interested in the 2,071,095,506 Shares held by June Glory.

HISG, through its wholly-owned subsidiary Haitong International (BVI) Limited, is deemed to be interested in the Shares
held by HISC and Haitong International Finance Solutions Limited, respectively. HISG is 64.4% owned by HIH, which in
turn is wholly owned by HSC. Accordingly, each of HSC, HIH and HISG was deemed as interested in the long position of
169,995,800 Shares and short position of 6,268,000 Shares, respectively, as at 31 December 2020. As at 29 January 2021,
HSC, HIH and HISG ceased to have a notifiable interest in the Shares.

Except as disclosed above, we are not aware of any person who, as at the date of this Offering

Circular, had an interest or short position in our Company’s shares and underlying shares representing
5% or more of our issued share capital, which would be required to be disclosed to our Company under
the provisions of Divisions 2 and 3 of part XV of the SFO or which was required to be recorded in the
register maintained by our Company under Section 336 of the SFO.
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PRC REGULATIONS

This section summarises the main PRC laws and regulations which are relevant to the Group’s
business and operations. As this is a summary, it does not contain a detailed analysis of relevant laws
and regulations.

INCORPORATION OF A REAL ESTATE DEVELOPMENT ENTERPRISE

Pursuant to the Administration Law on Urban Property of the PRC ({H#E A\ E A1 E 3 5 5 # Z
EHE)) (the “Urban Property Law”) promulgated by the Standing Committee of the National
People’s Congress on 5 July 1994 and amended on 30 August 2007, 27 August 2009 and 26 August
2019 respectively, a real estate development enterprise is defined as an enterprise which engages in the
development and sale of property for profit-making purposes. Under the Administration Regulations on
Development of Urban Property ({375 Hfl 78 B 33 £ 2 B #E{15]) ) (the “Development Regulations™)
promulgated by the State Council on 20 July 1998 and amended on 8 January 2011, 19 March 2018, 24
March 2019 and 29 November 2020 respectively, a real estate developer is required to meet the
following requirements: (i) its minimum registered capital shall be RMB1 million; and (ii) it shall
employ at least four full-time professional property/construction technicians and at least two full-time
accounting officers, each of whom shall hold relevant qualification certificates. The Development
Regulations also establish that the local government of a province, autonomous region or municipality
directly under the central government may, based on local circumstances, impose more stringent
requirements on the amount of registered capital of, and the qualifications of professionals retained by
real estate developers.

Under the Development Regulations, a real estate developer should register with the local
Administration for Industry and Commerce. The real estate developer must also file with the real estate
development authority in the location of the registration authority, within 30 days upon receipt of its
business license.

FOREIGN-INVESTED PROPERTY ENTERPRISES

On 23 June 2020, MOFCOM and NDRC jointly issued the Special Administrative Measures
(Negative List) for Foreign Investment Access (Edition 2020) (KO T A e Al B e (BT T
B)(2020%RR) )), effective from 23 July 2020, according to which, the real estate development
industry is not industries prohibited from investment by foreign investors.

Under the Foreign Investment Law of the People’s Republic of China ({HHHE A R ILFIE /M % &
%)) promulgated by the National People’s Congress on 15 March 2019 and effective as of 1 January
2020, the State implements the management system of pre-establishment national treatment plus
negative list for foreign investment, and grants national treatment to foreign investment outside the
negative list. With effect from 1 January 2020, the Law of the People’s Republic of China on Sino-
foreign Equity Joint Ventures, the Law of the People’s Republic of China on Sino-foreign Cooperative
Joint Ventures and the Law of the People’s Republic of China on Wholly Foreign-owned Enterprises
shall be repealed simultaneously.

MOFCOM and the State Administration for Market Regulation (“SAMR”) jointly promulgated the
Measures for the Reporting of Foreign Investment Information on 30 December 2019, which will take
effect on 1 January 2020 and replace the Interim Administrative Measures for the Record-filing of the
Incorporation and Change of Foreign-invested Enterprises ({4Mifi#%&E &l & #¥7%)). Foreign
investors or foreign-funded enterprises shall submit investment information to the competent commerce
departments through the Enterprise Registration System and the National Enterprise Credit Information
Publicity System.
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QUALIFICATIONS OF A REAL ESTATE DEVELOPMENT ENTERPRISE

Classifications for the Qualifications of Real Estate Development Enterprises

Under the Development Regulations, the real estate development authorities shall examine
applications for classification of a real estate development enterprise’s qualification, taking assets,
professional personnel and industrial achievements into consideration. A real estate development
enterprise shall only engage in real estate development projects within the scope of its approved
qualification.

Under the Provisions on Administration of Qualification of Real Estate Developers ({5 #flZ %%
BHEEEEHHE)) (the “Qualification Provisions”) promulgated by MOHURD, effective as at 29
March 2000, and subsequently was revised on 4 May 2015, a real estate development enterprise shall
apply for registration of its qualifications. An enterprise may not engage in the development and sale of
property without a qualification classification certificate for real estate development. In accordance with
the Qualification Provisions, qualifications of a real estate development enterprise are classified into
four classes: class 1, class 2, class 3 and class 4. Different classes of qualification shall be examined and
approved by corresponding authorities.

Class 1 qualification shall be subject to both preliminary examination by the construction authority
at provincial level and final approval of the construction authority at national level. Procedures for
approval of developers of class 2 or lower shall be formulated by the construction authority at provincial
level. A developer that passes the qualification examination will be issued a qualification certificate of
the relevant class by the qualification examination authority. For a newly established real estate
development enterprise, after it reports its establishment to the real estate development authority, such
authority shall issue a provisional qualification certificate to the eligible developer within 30 days. The
provisional qualification certificate shall be effective for one year period from the issue date and may be
extended by a period of no longer than two years depending on the actual business situation of the
enterprise. A real estate development enterprise shall apply with the real estate development authority
for qualification classification within one month prior to the expiry date of the provisional qualification
certificate.

The Business Scope of a Real Estate Development Enterprise

Under the Qualification Provisions, a developer under any qualification classification may only
engage in the development and sale of the property within its approved scope of business. A class 1 real
estate development enterprise may undertake real estate development projects throughout the country
without any limitation on the scale of the project. A real estate development enterprise of class 2 or
lower may undertake a project with a GFA of less than 250,000 sq.m. and the specific scope of business
shall be specified by the construction authority at provincial level. The Qualification Provisions require
that the qualification of a real estate development enterprise shall be inspected annually.

REAL ESTATE DEVELOPMENT

Land for Real Estate Development

Under the Provisional Regulations of the PRC on the Grant and Transfer of the Land-Use Rights
of State-owned Urban Land ({FHHE A R A1 B RS2 A L 3h 55 F 4 HH R AN SR BT 17 15%451)) ) (the “Grant
and Transfer Regulations”) promulgated by the State Council on 19 May 1990 and revised on 29
November 2020, which establish a system of grant and transfer of the right to use state-owned land. A
land user shall pay the land premium to the State as consideration for the grant of the right to use a land
site within a certain term, and the land user may transfer, lease, mortgage or otherwise commercially
exploit the land use rights within the term of use. Under the Grant and Transfer Regulations and the
Urban Property Law, the land administration authority at city or county level shall enter into a land use
rights grant contract with the land user. The land user shall pay the land premium as provided by the
grant contract. After full payment of the land premium, the land user shall register with the land

139



administration authority and obtain a land use rights certificate which evidences the acquisition of land
use rights. The Development Regulations provide that the land use right for a land parcel intended for
real estate development shall be obtained through grant except for land use rights which may be
obtained through appropriation pursuant to PRC laws or the stipulations of the State Council.

The Rules Regarding the Grant of State-owned Land Use Rights by Way of Tender, Auction and
Listing-for-sale ({TAREHH B R B A LI (E FHRER ) ) (the  “Circular 117) issued by MLR
provide that, as at 1 July 2002, land use rights for the purposes of commercial use, tourism,
entertainment and commodity residential real estate development in China may be granted by the
government only through public tender, auction or listing-for-sale.

To amend Circular 11, on 28 September 2007, MLR further promulgated the Rules Regarding the
Grant of State-owned Construction Land Use Rights by Way of Tender, Auction and Listing-for-sale
(HBfE E B R A SR A RS E)) which became effective on 1 November 2007,
requiring that land for industrial use, except land for mining, must also be granted by public tender,
auction and invitation for bidding. Only after the grantee has paid the land premium in full under the
land grant contract, can the grantee apply for the land registration and obtain the land use right
certificates. Furthermore, land use rights certificates may not be issued in proportion to the land
premium paid under the land grant contract.

In November 2009, the Ministry of Finance, MLR, PBOC, the PRC Ministry of Supervision and
the PRC National Audit Office jointly promulgated the Circular on Further Enhancing the Revenue and
Expenditure Control over Land Grants (B2 — 2 sk £ H GRS BREYZEAT)). The Circular
raises the minimum down payment proportion for land premium to 50 per cent. and requires the land
premium to be fully paid within one year after the signing of a land grant contract, subject to limited
exceptions. Any developer defaulting in such payment may not participate in any new transactions of
land grant.

On 8 March 2010, MLR promulgated the Circular on Strengthening Real Estate Land Supply and
Supervision, (B A 158 5 #2E F #L AL BRI B4 A BRI RV A1), which reiterated and reinforced
certain measures on land supply and land use, such as requiring the execution of the land grant contract
within 10 business days on the completion of the land grant, and a down payment 50 per cent. of the
total land premiums within one month after the execution of the land grant contract with the remaining
balance payable in instalments within one year.

In September 2010, MLR and MOHURD jointly issued the Circular On Further Strengthening the
Administration and Control of Real Estate Land and Construction (B #E— 25 5@ F5 4 2 A A0 i a
EHFAPEAVEFI)), which stipulates, among other things, that the planning and construction conditions
and land use standards should be specified when a parcel of land is to be granted, and the restrictions on
the area of one parcel of land granted for commodity properties should be strictly implemented. The
development and construction of large low-density residential properties should be strictly restricted, and
the floor area ratio for residential land is required to be more than one.

In December 2010, MLR further issued the Circular on Strict Implementation of Policies
Regarding Regulation and Control of Real Estate Land and Promotion of the Healthy Development of
Land Markets (B IR BRAS & B 55 b 28 FY b 428 SR (e 2 1 oth vy 855 0 B 38 F A B PR RO D)) to
tighten the examination of land bidders’ qualification. Before starting examination, the authorities
should conduct online inquiry about the credit records of real estate developers in land development and
utilisation via the on-line database of MLR and the competent departments of land and resources of all
provinces (autonomous regions and municipalities directly under the central government). Where bidders
or their controlling shareholders act in violation of relevant laws, regulations and contracts such as
obtaining land by forging official documents, illegally reselling land, illegally transferring land use
rights, leaving land idle for more than one year, and developing and utilising land in violation of land
use rights grant contracts, relevant bidders cannot pass the bidding qualification examination. The
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competent departments of land and resources of relevant cities and counties should publish such acts in
violation of relevant laws, regulations and contracts which they discovered during the examination.
Relevant enterprises and their controlling shareholders cannot participate in land bidding activities
before such acts are investigated, punished and rectified.

On 26 January 2011, the State Council issued the Circular on Further Regulating the Real Estate
Market (KBATAZE — D T 5 3t 2 T 45 a8 4% TAF A BARTERYEI)), which provides a more stringent
supervision on housing land supply and stipulates that the PRC government will confiscate land use
rights and impose an idle land fee of up to 20 per cent. of the land premium if a developer fails to
obtain the construction permit and commence development for more than two years from the
commencement date stipulated in the land grant contract.

On 26 February 2013, the General Office of the State Council issued the Circular on Continuing
the Regulation of the Real Estate Market (XI5 Fe fit /- 8 ] 77 48 48 (0 s b 72 T 5 s 725 ARV HI)),

which announces new tightening measures and sets forth several guidelines as follows:

. Property prices should be stabilised (including by requiring each major city in the PRC to
establish a well-structured accountability system (based on home price stability) and releasing
a target for price controls in relation to newly completed commodity properties);

. Speculative purchases of properties should be strictly limited. For those cities with home
purchase restrictions (HPRs), local governments should strictly execute existing HPRs. For
those cities without HPRs where prices increase too rapidly, provincial governments should
implement HPRs;

. Lending policies designed to control lending for speculative/investment purchases should
continue to be differentiated, while real estate tax pilot schemes should extend to additional
cities;

. The supply of small to ordinary medium-sized commodity properties and land should
continue;

. Construction of social housing for low-income individuals should be accelerated;

. Market regulations should be strengthened, including better management of the pre-sale

system, with prices clearly delineated during the selling/marketing process; and

. The information system relating to home ownership should be enhanced, including improved
monitoring and release of market information.

Termination of the Land Use Rights

In accordance with the Land Administrative Law of the PRC ({HF#E A R FLANE £ HHiE))
promulgated by the Standing Committee of the National People’s Congress on 25 June 1986 and as
amended on 28 August 2004 and 26 August 2019, the land administrative authorities may forfeit the
state-owned land use rights with the approval of the people’s governments that originally grants the
approvals or the relevant competent people’s governments under any of the following circumstances:

. use of land for the sake of public interests (subject to proper compensation);

. use of land for adjustment in re-building old city districts in order to implement urban
construction plans (subject to proper compensation);

. when the term for the land use rights expires, the land user has failed to apply for an
extension or failed to obtain approval for an extension;
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. cease to use the land for its intended purpose due to cancellation or removal of units; and
. roads, railways, airports and mining sites that have been approved to be abandoned.

Under the Grant and Transfer Regulations, the maximum term of the land use rights shall be
determined, based on the purposes of land: (i) 70 years for residential purposes; (ii) 40 years for
commercial, tourism and entertainment purposes; and (iii) 50 years for education, science, culture,
public health, physical education, industrial, comprehensive utilisation or other purposes.

Commencement of Development of a Real Estate Project and Idle Land

Under the Urban Property Law, those who have obtained the land use rights by assignment must
develop the land in accordance with the usage and construction commencement requirement as
prescribed by the land grant contract. According to the Measures on Disposing Idle Land ([H & L #f &
E %)) promulgated by the MLR on 28 April 1999 and as amended on 1 July 2012, a parcel of land
can be treated as idle land under any of the following circumstances:

. any state-owned construction land, of which the holder of the land use rights fails to
commence the construction and development of the land within one year after the
commencement date as prescribed in the contract for fee-based use of state-owned
construction land or the decision on allocation of state-owned land for construction; or

. any state-owned construction land of which the construction and development have
commenced but the area of land under construction and development is less than one third of
the total area of land that should have been under construction and development or the
amount invested is less than 25 per cent. of the total investment, and the construction and
development of which has been suspended for more than one year.

Unless the delay in development of the land is caused by government actions as stipulated by the
Measures on Disposing Idle Land, a parcel of land which has been deemed as idle land by competent
authority of land and resources may be disposed of in the following ways:

. where the land has remained idle for more than one year, the competent authority of land and
resources at the municipal or county level may, with the approval of the people’s government
at the same level, issue a Decision on Collecting Idle Land Fee to the holder of the land use
rights and collect the idle land fee at the rate of 20 per cent. of the land assignment or
allocation price, and such idle land fee shall not be included in the production cost by the
holder of the land use rights; and

. where the land has remained idle for more than two years, the competent authority of land
and resources at the municipal or county level may, with the approval of the people’s
government at the same level, issue a Decision on Forfeiting the Right to Use the
State-owned Construction Land to the holder of the land use rights to forfeit the state-owned
construction land use rights without compensation.

In January 2008, the Circular on Promoting the Saving and Intensification of Use of Land (EAR
R AL AV A])) issued by the State Council urges the full and effective use of existing
construction land and the preservation of farming land and emphasises the enforcement of the current
rules on idle land fee for any land left idle for over one year but less than two years, with such idle land
fee charged at 20 per cent. of the land premium.

Planning of a Real Estate Project

According to the Measures for Control and Administration of the Grant and Transfer of the Right
to Use Urban State-owned Land (YT 1l (s FH A H s i s #R B B ¥ ) ) promulgated by
MOHURD on 4 December 1992 and amended on 26 January 2011, after signing the land grant contract,
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a real estate development enterprise shall apply for a project survey and a construction land planning
permit from the city planning authority. After obtaining a construction land planning permit, a real
estate development enterprise shall organise the necessary planning and design work in accordance with
planning and design requirements and apply for a construction works planning permit from the city
planning authority.

The Urban and Rural Planning Law ({(JR45#i&17%)), promulgated by the Standing Committee of
the National People’s Congress in October 2007 effective as at January 2008 and amended on 24 April
2015 and 23 April 2019, stipulates that where any construction project is commenced without obtaining
a construction works planning permit, or where construction works planning permit has been obtained
but construction has proceeded not in accordance with such permit, the Urban and Rural Planning
Department at the county level or above may issue an order to cease construction. In the case that the
construction can be remedied to conform to the relevant planning rules, an order may be made to rectify
the construction in a prescribed period of time and a fine in the amount of 5 per cent. to 10 per cent. of
the total construction cost may be imposed. Where the construction fails to conform to relevant planning
rules, an order for its demolition will be issued or, where demolition is not possible, the property and/or
illegal income derived from the property will be confiscated and a fine up to 10 per cent. of the
construction cost will be imposed.

Construction of a Real Estate Project

According to the Measures for the Administration of Construction Permits for Construction
Projects ((EZE T2 57 7] & B¥#7%)) promulgated by MOHURD on 15 October 1999, and as
amended on 25 October 2014, 28 September 2018 and 30 March 2021, after obtaining the construction
works planning permit, a real estate development enterprise shall apply for a construction works
commencement permit from the construction authority at the county level or above. The Circular
Regarding the Strengthening and Regulation of the Management of New Projects (K[ 1158 A1 K7 &%
i LIE H & HEAYEH)), promulgated by the General Office of the State Council on 17 November 2007,
provides that before commencement of construction, all kinds of projects shall fulfil certain conditions,
including, among other things, compliance with national industrial policy, development plan, land
supply policy and market access standard, completion of all approval and filing procedures, compliance
with zoning plan in terms of site and planning, completion of proper land use procedures and obtaining
proper environmental assessment approvals and construction permit or report.

Completion of a Real Estate Project

According to the Development Regulations and the Regulation on the Quality Management of
Construction Projects ({Zw L2 HE & B HE])) promulgated by State Council on 30 January 2000
and as amended on 7 October 2017 and 23 April 2019, the Measures on Filing for Acceptance
Examination Upon Completion of Buildings and Municipal Infrastructure ({5 /& 3 51 7 BOL MR T
T8 T B 4 25 B A ) promulgated by MOHURD in April 2000 and amended in October 2009,
after the completion of construction of a project, the property must pass inspection and receive relevant
approvals from local authorities including planning bureaus, fire safety authorities and environmental
protection authorities and then shall apply with the real estate development authority at the county level
or above for a record of acceptance examination.

TRANSFER AND SALE OF PROPERTY

Transfer of Property

Pursuant to the Urban Property Law and the Provisions on Administration of Transfer of Urban
Property ({31 5 i 2 i 5% 45 B 72 ) ) promulgated by MOHURD on 7 August 1995 and as amended
on 15 August 2001, a real estate owner may sell, bequeath or otherwise legally transfer property to
another person or legal entity. When transferring the title to a building, the ownership of the building
and the land use rights to the site on which the building is situated are transferred simultaneously. The
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relevant parties shall enter into a property transfer contract in writing and register the transfer with the
property administration authority having jurisdiction over the location of the property within 90 days of
the execution of the transfer contract.

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

If the land use rights were originally obtained by allocation, transfer of the real property shall be
subject to the approval of the competent government as required by the State Council. Upon obtaining
such approval, the transferee shall complete the formalities for transfer of the land use rights, unless the
relevant regulations require otherwise, and pay the transfer price according to the relevant regulations.

Pre-sale and Sale

Pursuant to the Administrative Measures on the Sale of Commodity Buildings ({7 & /5 #H & & #
##7%)) promulgated by MOHURD on 4 April 2001 and implemented as at 1 June 2001, sale of
commodity buildings includes both pre-completion sales (pre-sale) and post-completion sales.

According to the Development Regulations and the Administrative Measures on Pre-sale of Urban
Commodity Buildings ({37 & 5 7 & S BHFIE)) (the  “Pre-sale Measures”) promulgated by
MOHURD on 15 November 1994 and as amended on 15 August 2001 and 20 July 2004, the pre-sale of
commodity buildings shall be subject to a licensing system, and a real estate development enterprise
intending to sell a commodity building before its completion shall register with the real estate
development authority at city or county level to obtain a pre-sale permit. A commodity building may be
sold before completion only if: (i) the land premium has been paid in full and a land use rights
certificate has been obtained; (ii) a construction works planning permit and construction works
commencement permit have been obtained; (iii) the funds invested in the development of the commodity
buildings shall amount to at least 25 per cent. of the total project investment and the progress of works
and the completion and delivery dates have been ascertained; and (iv) the pre-sale has been registered
and a pre-sale permit has been obtained. The Pre-sale Measures require that the income of a real estate
development enterprise from the pre-sale of commodity buildings must be used for the construction of
the relevant project.

On 13 April 2010, MOHURD issued the Circular on Further Enhancing the Supervision of the
Real Estate market and Perfecting the Pre-sale System of Commodity Properties ({224 — 2 hl5& 5 #f
EMGEETERMM T EHERIEAREENER)) to further emphasise that, without pre-sale
approval, pre-sale of commodity properties is not permitted and real estate developers are not allowed
to charge buyers any deposit, pre-payment or payment of similar nature. Within 10 days after obtaining
the relevant pre-sale permits, real estate developers are required to make a public announcement on all
information relating to the units available for pre-sale and the price of each unit. In addition, the circular
urges local governments to enact regulations on sale of completed commodity properties in light of the
local conditions, and encourages real estate developers to engage in the practice of selling completed
commodity properties.

Under the regulatory Measures on the Sale of Commodity Buildings ({7 i 588 & & L)),
commodity buildings may be sold only when the following preconditions have been satisfied: (i) the real
estate development enterprise shall have a business license and a qualification certificate of a real estate
development enterprise; (ii) the enterprise shall obtain a land use rights certificate or other approval
documents for land use; (iii) the enterprise shall have the construction works planning permit and
construction works commencement permit; (iv) the building shall have been completed, inspected and
accepted as qualified; (v) the relocation of the original residents shall have been completed; (vi) the
provision of essential facilities for supplying water, electricity, heating, gas, communication, and other
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essential utilities and public facilities shall have been made available, or a date for their construction
and delivery shall have been specified; and (vii) the property management plan shall have been
completed.

Mortgages of Property

Under the Civil Code of the People’s Republic of China ({H ¥ A\ RALATE R HL)) promulgated
on 28 May 2020 and took effect on 1 January 2021 and the Administrative Measures on the Mortgages
of Property in Urban Areas ({311 /5 2 XA BEH#7%) ) promulgated by MOHURD in May 1997 and
as amended on 15 August 2001 and 30 March 2021, when a mortgage is lawfully created on a building,
a mortgage shall be simultaneously created on the land use rights of the land on which the building is
situated. The mortgagor and the mortgagee shall sign a mortgage contract in writing. Within 30 days
after a property mortgage contract is signed, the parties to the mortgage shall register the mortgage with
the property administration authorities at the location where the property is situated. A property
mortgage contract shall become effective on the date of registration of the mortgage. If a mortgage is
created on property in respect of which a house ownership certificate has been obtained, the registration
authority shall make an entry under the ‘“third party rights” item on the original house ownership
certificate and then issue the foresaid certificate and a certificate of third party rights to the mortgagee.
If a mortgage is created on the pre-sold commodity building or building under construction, the
registration authority shall record the details on the mortgage contract. If construction of a real property
is completed during the term of a mortgage, the parties involved shall re-register the mortgage after the
issuance of certificates evidencing the ownership of the property.

Property Financing

PBOC issued the Circular on Further Strengthening the Management of Property Loans ({7
— sk E R E G EEHEHEEE)) on 5 June 2003 to specify the requirements for banks to
provide loans for the purposes of residential development, individual home mortgages and individual
commodity buildings as follows: (a) loans from commercial banks to real estate enterprises may be
granted only as real estate development loans and it is strictly prohibited to extend such loans as current
capital loans for real estate development projects or other purposes. No lending shall be granted to
enterprises which have not obtained the relevant land use right certificates, construction land permits,
construction planning permit and construction work permits; (b) that commercial banks may not grant
loans to real estate developers to finance land premium payments; and (d) that commercial banks may
not grant loans in any form for a property development project without a land use rights certificate,
construction land planning permit, construction works planning permit and construction works
commencement permit.

On 24 May 2006, the State Council issued the Opinions on Adjusting the Housing Supply
Structure and Stabilising Housing Prices (B #5835 LB A5 MR € 0B (B HYE R)). The main
provisions relating to property financing are as follows:

. commercial banks shall not provide loans to those real estate enterprises that fail to meet loan
conditions, such as having a project capital of less than 35 per cent.;

. with respect to the real estate development enterprises that have large volumes of idle land
and vacant commodity buildings, the commercial banks shall, in light of the principle of
prudent operations, be stricter in controlling the renewal of loans or any form of revolving
credit; and

. the commercial banks shall not accept any commodity building that has been idle for three or
more years as collateral for loans.

According to the Circular on Standardising the Admittance and Administration of Foreign Capital

in the Property Market (BAARIEH 5 2 i35 90 & il AFE BV E RL)) jointly promulgated by six
PRC government agencies including MOHURD, MOFCOM, NDRC and SAFE on 11 July 2006 and
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amended in 2015, foreign-invested real estate enterprises which failed to obtain a land use rights
certificate, or have less than 35 per cent. of the capital for the project, will be prohibited from obtaining
a loan in or outside China, and SAFE shall not approve their application for the conversion of foreign
loans to Renminbi.

REGULATIONS RELATING TO OFFSHORE BOND ISSUANCE

Financial Services Business

Pursuant to the Circular of the Ministry of Finance on Matters Concerning Regulating the
Investment and Financing Activities of Financial Institutions for Local Governments and State-owned
Enterprises (FA ECHRBE 7 #5786 5 Rl (0 26 3650 10 75 BURT AT A (SR IR R E AT 2 A RAR RV R > B $:(2018]
235%) promulgated on 28 March 2018 and which took effect on the same day, state-owned financial
institutions should carefully evaluate the sources and ability of repayment by issuers that are local
government financing vehicles, seeking to issue offshore bonds, before they provide financing support to
such issuers, especially when the proceeds will be used for infrastructure construction. Where the
repayment source made by an issuer involves government investment funds, the state-owned financial
institution shall carry out due-diligence investigation and carefully verify the legality, authenticity and
validity of such repayment source. In bond issuance documents such as bond offering circular, such
enterprise shall not make any statement or disclosure that implicitly or explicitly indicates government
endorsement by describing the local or national government’s creditworthiness, such as financial
information regarding revenue, expenditures and government debt, nor issue any misleading public
statement that implies such issuer having a connection or an association with the government’s
creditworthiness. Furthermore, such issuer shall specify in the relevant bond offering circulars that the
local government, as a shareholder, bears only limited liability to the extent of its equity contribution in
the issuer, and the debt owed by such issuer shall be repaid by such issuer, in the case of a local
state-owned enterprise, as an independent legal person.

Prevention of Foreign Debt Risks and Local Debt Risks

The NDRC and the MOF promulgated the Circular of the National Development and Reform
Commission and the Ministry of Finance on Improving Market Regulatory Regime and Taking Strict
Precautions Against Foreign Debt Risks and Local Government Indebtedness Risks (the “Joint
Circular”) ([0 5 3% 5 20 22 [ BT B S 52 2 17 455 40 TROBE A1 s 077 86 /M B A th 77 {5765 L B ) 28 A1)
on 11 May 2018 and the Joint Circular took effect on the same day. Pursuant to the Joint Circular, an
enterprise that intends to issue medium and long-term debt in offshore markets shall have established a
sound and stable corporate governance structure, management decision-making mechanism and financial
management system. Such enterprise shall also establish a market-based investment return mechanism
that creates sustainable, stable and feasible financial expected yield for investment projects financially
supported by the funds from the foreign debt.

An enterprise that intends to issue medium and long-term debt in offshore markets is required to
standardize its information disclosure. Such enterprise shall not make any statement or disclosure that
implicitly or explicitly indicates government endorsement by describing the local or national
government’s creditworthiness, such as financial information regarding revenue and expenditures and
government debt, nor issue any misleading public statement which implies such issuer having a
connection or an association with the government’s creditworthiness. Moreover, such enterprise shall
specify in the relevant bond offering circulars that the local government, as a shareholder, bears only
limited liability to the extent of its equity contribution in the issuer, and the debt owed by such
enterprise shall be repaid by such enterprise, in the case of a local state-owned enterprise, as an
independent legal person.

In particular, the Joint Circular provides that an enterprise (including financial institutions) that
intends to issue medium and long-term debt in offshore markets shall have existing operations,
implement market-based financing in compliance with laws and regulations, and fully demonstrate the
necessity, feasibility, economy, and financial sustainability of offering debt in offshore markets, and
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such enterprise shall form a debt and interest repayment scheme based on its own credit and
indebtedness situations and implement repayment security measures. Furthermore, an enterprise shall not
request or accept any offer by its local government or a government department to provide guarantee or
assume debt repayment obligations for its debt issued in offshore markets.

ENVIRONMENTAL PROTECTION

The Environmental Impact Assessment Law ({IRIZFZE5FE{%)), promulgated by the Standing
Committee of the National People’s Congress on 28 October 2002 and as amended on 1 September 2016
and 29 December 2018, the Administration Rules on Environmental Protection of Construction Projects
(CE R IHH BRIE RS % M), promulgated by the State Council on 29 November 1998 and as
amended on 1 October 2017, pursuant to these laws and rules, depending on the impact of the project on
the environment, a report on environmental impact or a statement on environmental impact must be
submitted by a developer before the relevant authorities grant approval for the commencement of
construction of the property development, or a registration form on environmental impact must be filed
by a developer with the relevant authorities prior to the commencement of construction of the property
development.

FOREIGN EXCHANGE CONTROLS

Under the PRC Foreign Currency Administration Rules ({H#E A B H: T[] 41 & BRG] ))
promulgated in 1996 and revised in 1997 and as amended in 2008, and various regulations issued by
SAFE and other relevant PRC government authorities, Renminbi is convertible into other currencies for
the purpose of current account items, such as trade-related receipts and payments and the payment of
interest and dividends. The conversion of Renminbi into other currencies and remittance of the
converted foreign currency outside China for the purpose of capital account items, such as direct equity
investments, loans and repatriation of investment, generally requires the prior approval from SAFE or its
local office. On 1 September 2006, MOHURD and SAFE jointly issued the Opinions on Regulating the
Foreign Exchange Administration of the Real Estate Market (KB 72 R# 55 HL7E i 55 41 M 5 32 A A ] o
HYZE 1)) which is revised on 4 May 2015, providing regulations on real estate development enterprises
mainly as follows:

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

. For a real estate FIE, the state-owned land use rights certificate is yet to be obtained, or the
capital fund of development project has not reached 35 per cent. of the total amount of the
project investment, such Real Estate FIE is not permitted to borrow foreign loans from
overseas; nor shall SAFE handle foreign debt registration or approve the foreign exchange
settlement for foreign debt.

Record Filing and Registration

On 14 September 2015, the NDRC promulgated the NDRC Notice. The NDRC Notice relates to
the matters as listed below:

. remove the quota review and approval system for the issuance of foreign debts by
enterprises, reform and innovate the ways that foreign debts are managed, and implement the
administration of record-filing and the registration system. Realise the supervision and
administration of the size of foreign debts borrowed on a macro level with the record-filing,
registration, and information reporting of the issuance of foreign debts by enterprises;
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before the issuance of foreign debts, enterprises shall first apply to NDRC for the handling of
the record-filing and registration procedures and shall report the information on the issuance
to NDRC within ten working days of completion of each issuance;

record-filing and registration materials to be submitted by an enterprise for the issuance of
foreign debts shall include: application report for the issuance of foreign debts and issuance
plan, including the currency, size, interest rate, and maturity of foreign debts, the purpose of
the funds raised, back flow of funds, etc. The applicant shall be responsible for the
authenticity, legality, and completeness of the application materials and information;

NDRC shall decide whether to accept the application for record-filing and registration within
five working days of receiving it and shall issue a Certificate for Record-filing and
Registration of the Issuance of Foreign Debts by Enterprises within seven working days of
accepting the application and within the limit of the total size of foreign debts; and

the issuer of foreign debts shall handle the procedures related to the outflow and inflow of
foreign debt funds with the Certificate for Record-filing and Registration according to the
regulations. When the limit of the total size of foreign debts is exceeded, NDRC shall make a
public announcement and no longer accept applications for record-filing and registration.

148















178

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

Notes to the Consolidated Financial Statements
AH

Uy e

=)
Az

=
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3.

BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (coNTINUED)

3.2 Significant accounting policies (Continued)

Business combinations or asset acquisitions (Continued)

Business combinations (Continued)
lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases
for which (a) the lease term ends within 12 months
of the acquisition date; or (b) the underlying asset is
of low value. Right-of-use assets are recognised and
measured at the same amount as the relevant lease
liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared
with market terms.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’'s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable
assets acquired and the liabilities assumed as at acquisition
date. If, after re-assessment, the net amount of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair
value of the acquirer's previously held interest in the
acquiree (if any), the excess is recognised immediately in
profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts of
the acquiree’s identifiable net assets or at fair value. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair values.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Business combinations or asset acquisitions (Continued)
Business combinations (Continued)

When the consideration transferred by the Group in a
business combination includes a contingent consideration
arrangement, the contingent consideration is measured at
its acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively. Measurement period adjustments
are adjustments that arise from additional information
obtained during the “measurement period” (which cannot
exceed one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.

The subsequent accounting for the contingent
consideration that do not qualify as measurement period
adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent
reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that
is classified as an asset or a liability is remeasured to fair
value at subsequent reporting dates, with the
corresponding gain or loss being recognised in profit or
loss.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquire is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in profit or loss or other
comprehensive income, as appropriate. Amounts arising
from interests in the acquiree prior to the acquisition date
that have previously been recognised in other
comprehensive income and measured under HKFRS 9
would be accounted for on the same basis as would be
required if the Group had disposed directly of the
previously held equity interest.
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3.

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
3.2 Significant accounting policies (Continued) 3.2 EEQ"I'BI% ()
Investments in associates and joint ventures RERHEE 2 A —AY=T|

GEMBEREREERE
EEHBESE@m

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing
control.

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures used
for equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like
transactions and events in similar circumstances.

Under the equity method, an investment in an associate or
a joint venture is initially recognised in the consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group's share of the profit or
loss and other comprehensive income of the associate or
joint venture. Changes in net assets of the associate/joint
venture other than profit or loss and other comprehensive
income are not accounted for unless such changes
resulted in changes in ownership interest held by the
Group. When the Group's share of losses of an associate or
a joint venture exceeds the Group’s interest in that
associate or joint venture (which includes any long-term
interests that, in substance, form part of the Group's net
investment in the associate or joint venture), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of the associate or joint
venture.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Investments in associates and joint ventures
(Continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date on
which the investee becomes an associate or a joint
venture. On acquisition of the investment in an associate
or a joint venture, any excess of the cost of the
investment over the Group's share of the net fair value of
the identifiable assets and liabilities of the investee is
recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group's share of the net fair value of the identifiable assets
and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss in
the period in which the investment is acquired.

The Group assesses whether there is an objective evidence
that the interest in an associate or a joint venture may be
impaired. When any objective evidence exists, the entire
carrying amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS 36 as a
single asset by comparing its recoverable amount (higher
of value in use and fair value less costs of disposal) with its
carrying amount. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part
of the carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the
investment subsequently increases.
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3.

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (conTINUED)
3.2 Significant accounting policies (Continued) 3.2 FESFTEE®@

GEMBEREREERE
EEHBESE@m

Investments in associates and joint ventures
(Continued)

When the Group ceases to have significant influence over
an associate or a joint venture, it is accounted for as a
disposal of the entire interest in the investee with a
resulting gain or loss being recognised in profit or loss.
When the Group retains an interest in the former associate
or joint venture and the retained interest is a financial
asset within the scope of HKFRS 9, the Group measures
the retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition. The
difference between the carrying amount of the associate
or joint venture and the fair value of any retained interest
and any proceeds from disposing of the relevant interest
in the associate or joint venture is included in the
determination of the gain or loss on disposal of the
associate or joint venture. In addition, the Group accounts
for all amounts previously recognised in other
comprehensive income in relation to that associate or joint
venture on the same basis as would be required if that
associate or joint venture had directly disposed of the
related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income by
that associate or joint venture would be reclassified to
profit or loss on the disposal of the related assets or
liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment)
upon disposal/partial disposal of the relevant associate or
joint venture.

The Group continues to use the equity method when an
investment in an associate becomes an investment in a
joint venture or an investment in a joint venture becomes
an investment in an associate. There is no remeasurement
to fair value upon such changes in ownership interests.
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3.

GEMBEREREERE
EEHBESE @

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL

STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued) 3.2

FESHEE @

Investments in associates and joint ventures
(Continued)

When the Group reduces its ownership interest in an
associate or a joint venture but the Group continues to
use the equity method, the Group reclassifies to profit or
loss the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating
to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group, profits and losses resulting from the
transactions with the associate or joint venture are
recognised in the consolidated financial statements only to
the extent of interests in the associate or joint venture that
are not related to the Group.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker, who is
responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the executive directors of the Company that
make strategic decisions.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3.

BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESHEE @)

Foreign currencies

[tems included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity
operates (“functional currency”).

Foreign currency transactions are translated into the
functional currency of respective entities of the Group
using the exchange rates prevailing at the dates of the
transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing
at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise except for:

—  Exchange differences on foreign currency borrowings
relating to assets under construction for future
productive use, which are included in the cost of
those assets when they are regarded as an
adjustment to interest costs on those foreign
currency borrowings; and

—  Exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the
foreign operation), which are recognised initially in
other comprehensive income and reclassified from
equity to profit or loss on disposal or partial disposal
of the Group's interests.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESHEE @)

Foreign currencies (Continued)

The results and financial position of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from
the presentation currency are translated into the
presentation currency as follows:

—  assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the end of the reporting period;

—  income and expenses for each statement of profit or
loss are translated at average exchange rates (unless
exchange rates fluctuate significantly during the
period, in which case income and expenses are
translated at the dates of the transactions).

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
interest in a joint venture or an associate that includes a
foreign operation of which the retained interest becomes
a financial asset), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the equity holders of the Company are
reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that does not result in the Group losing control over the
subsidiary, the proportionate share of accumulated
exchange differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all
other partial disposals (i.e. partial disposal of associates or
joint ventures that do not result in the Group losing
significant influence or joint control), the proportionate
share of the accumulated exchange differences is
reclassified to profit or loss.

F-42

B S (AR
DREEBENEREE TR ZAA
SEER(ETHERERRE
%) 2 FRE R BHIRORIE T AT
BERIIRER

—  FRISGHBRRERZE
RIS B 2 Wi E
BN

—  BERERRZBARZEE
THERSEE - RIEUER
REPAIE RS R
T BARSHERSAZ
RSP

REEBINED (BIHEAKER
BINER 2 2B K&
RREBEBIEBHBARZ
EHREXEERSE AR R E
RE(BEBINER) 280 #E
@ ETPHNREBEN ST HE
ER)E - AR BRENA AR
MZEBRER R ZBER
ZREBEHOBREESE -

s BRLEH B A F .2 &R 7
Bam AT EEHARRRLY
BB R B R B RS - REtE N
ZRL O BB T AT
REZATRIERER - Hfbz
MAOHE (AL ERERRREE
REZ B ERD AT EEHAN
REABRRKEAZENHHARZ
#) - REHEXLZRLHIE D EH

DERERR -

185

ETHEEFHET

e
s

Bhdd



186

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3.

GEMBEREREERE
EEHBESE@m

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (conTINUED)
3.2 Significant accounting policies (Continued) 3.2 FESFBEER @)

Foreign currencies (Continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
are treated as assets and liabilities of the foreign operation
and translated at the rate of exchange prevailing at the
end of each reporting period. Exchange differences arising
are recognised in other comprehensive income.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

—  the customer simultaneously receives and consumes
the benefits provided by the Group's performance
as the Group performs;

—  the Group’s performance creates or enhances an
asset that the customer controls as the Group
performs; or

—  the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for
performance completed to date.

Otherwise, revenue is recognised at a point in time when

the customer obtains control of the distinct good or
service.

F-43

SMEE S (AR)
WREBIINEBMELA B EE
ZEEBR AR ERABRBZAEIN
XBcEERBERE YES
BERKNEREXRE - FIE
HEZERZRNE M2 W T
=l
EFEH KA

2 (EZR)mEROEBE A&
BERWA - IREERNE
H AR B8 B dn =k AR 7% B0 [ 422 Il | 88
BTEFPRER -

BHEEE-—BAURAERINE
an 2k AR #5 (S —HE B fn sk IR 75 ) =k
— R B KRB R #9 B8R i & an 3R

% e

7 & AT Ep —IRAER| - Al
HIERER MERE - MKRARZR
ERBRENEENERBRM
i B FR B 2R

—  EAREEL  EEFABR
1931 7E 7 A 5 B R 40 TR 4
R3S

— AREZREDRZSERIE—
BE  ZEBEERBIZRRI(L
ZESEREFES %

— ARENROILRELLHAN
SEEERAENEE B
AEBEZ S TKERN 2
FIREB AT 2R

BRI WARTFEFTEREIR
TS 422 1) 4 ) 55 i) R AR



3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESHEE @)

Revenue from contracts with customers (Continued)
A contract asset represents the Group's right to
consideration in exchange for goods or services that the
Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group's unconditional right to consideration, i.e. only the
passage of time is required before payment of that
consideration is due.

A contract liability represents the Group's obligation to
transfer goods or services to a customer for which the
Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the
same contract are accounted for and presented on a net
basis.

Over time revenue recognition: measurement of progress
towards complete satisfaction of a performance obligation
Input method

The progress towards complete satisfaction of a
performance obligation is measured based on input
method, which is to recognise revenue on the basis of the
Group's efforts or inputs to the satisfaction of a
performance obligation relative to the total expected
inputs to the satisfaction of that performance obligation,
that best depicts the Group's performance in transferring
control of goods or services.
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Revenue from contracts with customers (Continued)
Existence of significant financing component

In determining the transaction price, the Group adjusts the
promised amount of consideration for the effects of the
time value of money if the timing of payments agreed
(either explicitly or implicitly) provides the customer or the
Group with a significant benefit of financing the transfer of
goods or services to the customer. In those circumstances,
the contract contains a significant financing component. A
significant financing component may exist regardless of
whether the promise of financing is explicitly stated in the
contract or implied by the payment terms agreed to by
the parties to the contract.

For contracts where the period between payment and
transfer of the associated goods or services is less than one
year, the Group applies the practical expedient of not
adjusting the transaction price for any significant financing
component.

For advance payments received from customers before the
transfer of the associated goods or services in which the
Group adjusts for the promised amount of consideration
for a significant financing component, the Group applies a
discount rate that would be reflected in a separate
financing transaction between the Group and the
customer at contract inception.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESHEE @)

Revenue from contracts with customers (Continued) EFELHUA ()
Principal versus agent FEAERE

When another party is involved in providing goods or
services to a customer, the Group determines whether the
nature of its promise is a performance obligation to
provide the specified goods or services itself (i.e. the Group
is a principal) or to arrange for those goods or services to
be provided by the other party (ie. the Group is an
agent).

The Group is a principal if it controls the specified good or
service before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service
by another party. In this case, the Group does not control
the specified good or service provided by another party
before that good or service is transferred to the customer.
When the Group acts as an agent, it recognises revenue in
the amount of any fee or commission to which it expects
to be entitled in exchange for arranging for the specified
goods or services to be provided by the other party.

Contract costs

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs
that the Group incurs to obtain a contract with a customer
that it would not have incurred if the contract had not
been obtained.

The Group recognises such costs (sales commissions) as an
asset if it expects to recover these costs. The asset so
recognised is subsequently amortised to profit or loss on a
systematic basis that is consistent with the transfer to the
customer of the goods or services to which the assets
relate.

The Group applies the practical expedient of expensing all
incremental costs to obtain a contract if these costs would
otherwise have been fully amortised to profit or loss
within one year.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. MEMERREREERE
CONSOLIDATED FINANCIAL E2HHEME@
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STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (coNTINUED)

3.2 Significant accounting policies (Continued)

Leases

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application or arising from business combinations, the
Group assesses whether a contract is or contains a lease
based on the definition under HKFRS 16 at inception,
modification date or acquisition date, as appropriate. Such
contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

The Group as a lessee

Allocation of consideration to components of a contract
For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
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of the lease component and the aggregate stand-alone BEEESARESEZEHE
price of the non-lease components. K5 o

As a practical expedient, leases with similar characteristics
are accounted on a portfolio basis when the Group
reasonably expects that the effects on the consolidated
financial statements would not differ materially from
individual leases within the portfolio.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases that have a lease term of 12 months
or less from the commencement date and do not contain
a purchase option. It also applies the recognition
exemption for lease of low-value assets. Lease payments
on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis or another
systematic basis over the lease term.
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BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL

STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESHEE @)

Leases (Continued)

The Group as a lessee (Continued)
Right-of-use assets

The cost of right-of-use asset includes:

the amount of the initial measurement of the lease
liability;

any lease payments made at or before the
commencement date, less any lease incentives
received; and

any initial direct costs incurred by the Group.

Except for those that are classified as investment
properties and measured under fair value model, right-of-
use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated from
commencement date to the end of the useful life.
Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.

The Group presents right-of-use assets that do not meet
the definition of investment property or inventory in
“oroperty, plant and equipment’, the same line item within
which the corresponding underlying assets would be
presented if they were owned. Right-of-use assets that
meet the definition of investment property and inventory
are presented within “investment properties” and
“inventories” respectively.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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Leases (Continued) HE (&)
The Group as a lessee (Continued) REBERAMEA (&)
Lease liabilities HEAE

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the
lease is not readily determinable.

The lease payments include:

fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

variable lease payments that depend on an index or
a rate, initially measured using the index or rate as at
the commencement date;

amounts expected to be payable by the Group under
residual value guarantees;

the exercise price of a purchase option if the Group
is reasonably certain to exercise the option; and

payments of penalties for terminating a lease, if the
lease term reflects the Group exercising an option to
terminate the lease.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) when the lease term has changed or there is a
change in the assessment of exercise of a purchase option,
in which case the related lease liability is remeasured by
discounting the revised lease payments using a revised
discount rate at the date of reassessment.

The Group presents lease liabilities as a separate line item
on the consolidated statement of financial position.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Leases (Continued)

The Group as a lessee (Continued)

Lease modiifications

Except for Covid-19-related rent concessions in which the
Group applied the practical expedient, the Group accounts
for a lease modification as a separate lease if:

the modification increases the scope of the lease by
adding the right to use one or more underlying
assets; and

the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease
liabilities and lease incentives from lessor by making
corresponding adjustments to the relevant right-of-use
asset. When the modified contract contains a lease
component and one or more additional lease or non-lease
components, the Group allocates the consideration in the
modified contract to each lease component on the basis
of the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease
components.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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Leases (Continued)

Covid-19-related rent concessions

In relation to rent concessions that occurred as a direct
consequence of the Covid-19 pandemic, the Group has
elected to apply the practical expedient not to assess
whether the change is a lease modification if all of the
following conditions are met:
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DB RREARITER S A
NI EHEHES A —HHEE
12K

the change in lease payments results in revised HENRESHERNHEED
consideration for the lease that is substantially the KISFTRBEEEE S AT

same as, or less than, the consideration for the lease
immediately preceding the change;

any reduction in lease payments affects only
payments originally due on or before 30 June 2021;
and

there is no substantive change to other terms and
conditions of the lease.

A lessee applying the practical expedient accounts for
changes in lease payments resulting from rent concessions
the same way it would account for the changes applying
HKFRS 16 if the changes are not a lease modification.
Forgiveness or waiver of lease payments are accounted for
as variable lease payments. The related lease liabilities are
adjusted to reflect the amounts forgiven or waived with a
corresponding adjustment recognised in the profit or loss
in the period in which the event occurs.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

The Group as a lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as
finance or operating leases. Whenever the terms of the
lease transfer substantially all the risks and rewards
incidental to ownership of an underlying asset to the
lessee, the contract is classified as a finance lease. All other
leases are classified as operating leases.

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset, and such costs are
recognised as an expense on a straight-line basis over the
lease term except for investment properties measured
under fair value model.

Rental income which are derived from the Group's
ordinary course of business are presented as revenue.

Allocation of consideration to components of a contract
When a contract includes both leases and non-lease
components, the Group applies HKFRS 15 Revenue from
Contracts with Customers (“HKFRS 15") to allocate
consideration in a contract to lease and non-lease
components. Non-lease components are separated from
lease component on the basis of their relative stand-alone
selling prices.

Sublease

When the Group is an intermediate lessor, it accounts for
the head lease and the sublease as two separate contracts.
The sublease is classified as a finance or operating lease by
reference to the right-of-use asset arising from the head
lease, not with reference to the underlying asset.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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The Group as a lessor (Continued)

Lease modification

Changes in considerations of lease contracts that were not
part of the original terms and conditions are accounted for
as lease modifications, including lease incentives provided
through forgiveness or reduction of rentals.

The Group accounts for a modification to an operating
lease as a new lease from the effective date of the
modification, considering any prepaid or accrued lease
payments relating to the original lease as part of the lease
payments for the new lease.

Sale and leaseback transactions

The Group applies the requirements of HKFRS 15 to assess
whether sale and leaseback transaction constitutes a sale
by the Group.

The Group as a seller-lessee

For a transfer that satisfies the requirements as a sale, the
Group as a seller-lessee measures the right-of-use asset
arising from the leaseback at the proportion of the
previous carrying amount of the asset and recognises any
gain or loss that relates to the rights transferred to the
buyer-lessor only.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are added to the
cost of those assets until such time as the assets are
substantially ready for their intended use or sale. For
properties under development for which revenue is
recognised over time, the Group ceases to capitalise
borrowing costs as soon as the properties are ready for the
Group's intended sale.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

Borrowing costs (Continued)

Any specific borrowing that remain outstanding after the
related asset is ready for its intended use or sale is
included in the general borrowing pool for calculation of
capitalisation rate on general borrowings. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred revenue in
the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

Government grants related to income that are receivable
as compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support to
the Group with no future related costs are recognised in
profit or loss in the period in which they become
receivable. Such grants are included in the “other income,
other gains and losses".
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)
Property, plant and equipment
Property, plant and equipment is stated at historical cost
less accumulated depreciation and impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repair and maintenance costs are expensed in the profit or
loss during the period in which they are incurred.

Leasehold land classified as finance lease commences
amortisation from the time when the land interest
becomes available for its intended use. Amortisation on
leasehold land classified as finance lease and depreciation
on other assets is calculated using the straight-line
method to allocate cost to the residual values over the
estimated useful lives with annual rates as follows:

Leasehold land and buildings 2%-5%
Leasehold improvements Over the remaining period

of the lease
Machinery 5%-25%
Furniture, fixtures and 15%-25%
equipment
Motor vehicles 20%-30%

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

Gain and loss on disposals are determined by comparing

the proceeds with the carrying amount and are recognised
in the profit or loss.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation (including properties under
construction for such purposes).

Investment properties also include leased properties which
are being recognised as right-of-use assets upon
application of HKFRS 16 and subleased by the Group
under operating leases.

Investment properties are measured initially at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are measured at their fair value, adjusted to exclude any
prepaid or accrued operating lease income.

Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the
period in which they arise.

Construction costs incurred for investment properties
under construction are capitalised as part of the carrying
amount of the investment properties under construction.

If a property becomes an investment property because its
use has been changed as evidenced by end of owner-
occupation, any differences between the carrying amount
and the fair value of that item (including the relevant
leasehold land classified as right-of-use assets) at the date
of transfer is recognised in other comprehensive income
and accumulated in property revaluation reserve. On the
subsequent sale or retirement of the property, the relevant
revaluation reserve will be transferred directly to retained
earnings.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

GEMBEREREERE
EEHBESE@m

3. BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued) 3.2

FESEER @)
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Investment properties (Continued)

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposal. A leased property which is recognised as
a right-of-use asset is derecognised if the Group as
intermediate lessor classifies the sublease as a finance
lease. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in profit or loss in the period in which the
property is derecognised.

Transfer from inventories to investment properties carried
at fair value

The Group transfers a property from inventories to
investment properties when there is a change in use to
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hold the property to earn rentals or/and for capital MIERN A EXZBBEFRLE (LM
appreciation rather than for sale in the ordinary course of S AREKEHERK AE
business, which is evidenced by the inception of an B AEEBEFEEEEHREDY

operating lease to another party. Any difference between
the fair value of the property at the date of transfer and its
previous carrying amount is recognised in profit or loss.

Impairment on property, plant and equipment, right-
of-use assets and contract costs

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment,
right-of-use assets and contract costs with finite useful
lives to determine whether there is any indication that
these assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the relevant
asset is estimated in order to determine the extent of the
impairment loss, if any.

The recoverable amount of property, plant and equipment
and right-of-use assets are estimated individually. When it
is not possible to estimate the recoverable amount
individually, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

Impairment on property, plant and equipment, right-
of-use assets and contract costs (Continued)

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation can
be established, or otherwise they are allocated to the
smallest group of cash generating units for which a
reasonable and consistent allocation basis can be
established. The recoverable amount is determined for the
cash-generating unit or group of cash-generating units to
which the corporate asset belongs, and is compared with
the carrying amount of the relevant cash-generating unit
or group of cash-generating units.

Before the Group recognises an impairment loss for assets
capitalised as contract costs under HKFRS 15, the Group
assesses and recognises any impairment loss on other
assets related to the relevant contracts in accordance with
applicable standards. Then, impairment loss, if any, for
assets capitalised as contract costs is recognised to the
extent the carrying amounts exceeds the remaining
amount of consideration that the Group expects to receive
in exchange for related goods or services less the costs
which relate directly to providing those goods or services
that have not been recognised as expenses. The assets
capitalised as contract costs are then included in the
carrying amount of the cash-generating unit to which they
belong for the purpose of evaluating impairment of that
cash-generating unit.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)

Impairment on property, plant and equipment, right-
of-use assets and contract costs (Continued)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. For
corporate assets or portion of corporate assets which
cannot be allocated on a reasonable and consistent basis
to a cash-generating unit, the Group compares the
carrying amount of a group of cash-generating units,
including the carrying amounts of the corporate assets or
portion of corporate assets allocated to that group of
cash-generating units, with the recoverable amount of the
group of cash-generating units. In allocating the
impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable)
and then to the other assets on a pro-rata basis based on
the carrying amount of each asset in the unit or the group
of cash-generating units. The carrying amount of an asset
is not reduced below the highest of its fair value less costs
of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the asset
is allocated pro rata to the other assets of the unit or the
group of cash-generating units. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit or a
group of cash-generating units) is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a cash-
generating unit or a group of cash-generating units) in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Inventories represent properties under
development and completed properties held for sale.

Properties under development which are intended to be
sold upon completion of development and properties for
sale are classified as current assets. Except for the
leasehold land element which is measured at cost model
in accordance with the accounting policies of right-of-use
assets upon the application of HKFRS 16, properties under
development/properties for sale are carried at the lower of
cost and net realisable value. Cost is determined on a
specific identification basis including allocation of the
related development expenditure incurred and where
appropriate, borrowing costs capitalised. Net realisable
value represents the estimated selling price for the
properties less estimated cost to completion and costs
necessary to make the sales.

Properties under development for sale are transferred to
properties for sale upon completion.

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the market place.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

GEMBEREREERE
EEHBESE@m

3. BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)
3.2 Significant accounting policies (Continued) 3.2 FESFEEX @

Financial instruments (Continued)

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss)
are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at
fair value through profit or loss are recognised
immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

the contractual terms give rise on specified dates to

cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial
assets (Continued)

Financial assets that meet the following conditions are
subsequently measured at fair value through other
comprehensive income:

the financial asset is held within a business model
whose objective is achieved by both selling and
collecting contractual cash flows; and

the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value through profit or loss, except that at initial
recognition of a financial asset the Group may irrevocably
elect to present subsequent changes in fair value of an
equity investment in other comprehensive income if that
equity investment is neither held for trading nor
contingent consideration recognised by an acquirer in a
business combination to which HKFRS 3 Business
Combinations applies.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued) 3.2 FESFEEX @
Financial instruments (Continued) BT A(E)
Financial assets (Continued) B & E ()
Classification and subsequent measurement of financial BB EERNSERBEE (&)
assets (Continued)
A financial asset is held for trading if: s & Tol Y RIS EETS
RIERFFIEEE -
it has been acquired principally for the purpose of . HEXrEZ2REENAREENAN
selling in the near term; or HE %
on initial recognition it is a part of a portfolio of . RS HERE - HRAEE
identified financial instruments that the Group HEEE 2 HANABE LA
manages together and has a recent actual pattern of HER—En - WHEBEE
short-term profit-taking; or EFMEEERER ;=
it is a derivative that is not designated and effective . HEBERIWIFRERIERER
as a hedging instrument. HHATHMITETLAR -
In addition, the Group may irrevocably designate a B AN - s 20 1 BT E BR 2K 8 R A
financial asset that are required to be measured at the SETEE A - R AN B AR A] R
amortised cost or fair value through other comprehensive HMEERERBENASERBE
income as measured at fair value through profit or loss if tEEREEARBFE T
doing so eliminates or significantly reduces an accounting BEREARBFAERIE °
mismatch.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Classification and subsequent measurement of financial
assets (Continued)

0]

(i)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset,
except for financial assets that have subsequently
become credit-impaired. For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective
interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit
risk on the credit-impaired financial instrument
improves so that the financial asset is no longer
credit-impaired, interest income is recognised by
applying the effective interest rate to the gross
carrying amount of the financial asset from the
beginning of the reporting period following the
determination that the asset is no longer credit-
impaired.

Equity instruments designated as at fair value
through other comprehensive income

Investments in equity instruments at fair value
through other comprehensive income are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised
in other comprehensive income and accumulated in
the investment revaluation reserve; and are not
subject to impairment assessment. The cumulative
gain or loss will not be reclassified to profit or loss
on disposal of the equity investments, and will be
transferred to retained earnings.

Dividends from these investments in equity
instruments are recognised in profit or loss when
the Group’s right to receive the dividends is
established, unless the dividends clearly represent a
recovery of part of the cost of the investment.
Dividends are included in the “other income, other
gains and losses” line item in profit or loss.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

GEMBEREREERE
EEHBESE@m

3. BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)
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Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9

The Group performs impairment assessment under
expected credit loss (“ECL") model on financial assets
(including trade and other receivables), and other items
(lease receivables, contract assets and financial guarantee
contracts) which are subject to impairment assessment
under HKFRS 9. The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12
months after the reporting date. Assessment are done
based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both
the current conditions at the reporting date as well as the
forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables, contract assets and lease receivables. The ECL
on these assets are assessed individually for debtors with
impaired credit or related parties and collectively for the
rest using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
in which case the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of
a default occurring since initial recognition.
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3.

BASIS OF PREPARATION OF 3. MEUBEBRREREERE

CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
3.2 Significant accounting policies (Continued) 3.2
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9 (Continued)

(i) Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with
the risk of a default occurring on the financial
instrument as at the date of initial recognition. In
making this assessment, the Group considers both
quantitative and qualitative information that is
reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

an actual or expected significant deterioration
in the financial instrument’'s external (if
available) or internal credit rating;

significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor's ability to meet its
debt obligations;

an actual or expected significant deterioration
in the operating results of the debtor;

an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor that
results in a significant decrease in the debtor’s
ability to meet its debt obligations.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

GEMBEREREERE
EEHBESE@m

3. BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9 (Continued)

@)

(i

Significant increase in credit risk (Continued)
Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt
instrument is determined to have low credit risk at
the reporting date. A debt instrument is determined
to have low credit risk if i) it has a low risk of
default, ii) the borrower has a strong capacity to
meet its contractual cash flow obligations in the
near term and iii) adverse changes in economic and
business conditions in the longer term may, but will
not necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations.

For financial guarantee contracts, the date that the
Group becomes a party to the irrevocable
commitment is considered to be the date of initial
recognition for the purposes of assessing
impairment. In assessing whether there has been a
significant increase in the credit risk since initial
recognition of financial guarantee contracts, the
Group considers the changes in the risk that the
specified debtor will default on the contract.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been
a significant increase in credit risk and revises them
as appropriate to ensure that the criteria are capable
of identifying significant increase in credit risk before
the amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9 (Continued)

(iif)

(iv)

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

(@)  significant financial difficulty of the issuer or
the borrower;

(b)  a breach of contract, such as a default or past
due event;

(c)  the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower will
enter bankruptcy or other financial
reorganisation; or

(e)  the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial
assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
profit or loss.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued) 3.2 FESFHEEX @

Financial instruments (Continued) BT A (&)

Financial assets (Continued) g EE (&)

Impairment of financial assets and other items subject to BB EERERE BN FREE

impairment assessment under HKFRS 9 (Continued) R ZE ST TE T R4 77 )6 (B 71 ey B

IE A (&)

(v)  Measurement and recognition of ECL (v) TEHIEEEENZRER
The measurement of ECL is a function of the EHEEBENGTENELY
probability of default, loss given default (ie. the BME - ZBABEBEXRGEIEY
magnitude of the loss if there is a default) and the EREENEE) REHR
exposure at default. The assessment of the B2 Y PR B o I AL R B LY
probability of default and loss given default is based E518 R B AL E R E L BUE
on historical data adjusted by forward-looking WHEAEEER AR -8
information. Estimation of ECL reflects an unbiased HEEEENTEM &R
and probability-weighted amount that is determined Tﬂﬂﬁﬁqzi']igﬁ LA B %
with the respective risks of default occurring as the FENNRRBEERETE
weights. The Group uses a practical expedient in REBKEZRBAFEEESRE
estimating ECL on trade receivables using a K5 e (50 PR B s AR P I FE R
provision matrix taking into consideration historical BERERAMTE SR
credit loss experience, adjusted for forward looking HEHREEEE  Wikg
information that is available without undue cost or FIEBTNUBEASIE A
effort. EIS B RTRE B B A% -
Generally, the ECL is the difference between all —RmE - HHEEEEAR
contractual cash flows that are due to the Group in BIBEAHENASENAA
accordance with the contract and the cash flows BRI AR E TR B
that the Group expects to receive, discounted at the BRESRE 2 MHNESE -
effective interest rate determined at initial 3 LA 55 e SR PR 72 5E A BE ER
recognition. For a lease receivable, the cash flows EBEIR o BLEEWHE EFRIBM
used for determining the ECL is consistent with the s ETHEBEEBEMB
cash flows used in measuring the lease receivable in Wi en e HREE BB
accordance with HKFRS 16. REERIFE 16505 2 B U

Eﬁﬁﬁﬁ E"]iﬁiuwg @Z
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets and other items subject to

impairment assessment under HKFRS 9 (Continued)

(v) Measurement and recognition of ECL (Continued)

For a financial guarantee contract, the Group is
required to make payments only in the event of a
default by the debtor in accordance with the terms
of the instrument that is guaranteed. Accordingly,
the ECL is the present value of the expected
payments to reimburse the holder for a credit loss
that it incurs less any amounts that the Group
expects to receive from the holder, the debtor or

any other party.

For ECL on financial guarantee contracts for which
the effective interest rate cannot be determined, the
Group will apply a discount rate that reflects the
current market assessment of the time value of
money and the risks that are specific to the cash
flows but only if, and to the extent that, the risks are
taken into account by adjusting the discount rate
instead of adjusting the cash shortfalls being

discounted.

Lifetime ECL for certain trade receivables are
considered on a collective basis taking into
consideration past due information and relevant
credit information such as forward

macroeconomic information.

looking
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Notes to the Consolidated Financial Statements

iR e SRR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9 (Continued)

(v)  Measurement and recognition of ECL (Continued)

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

Past-due status;

Nature, size and industry of debtors; and

External credit ratings where available.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue
to share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.

For financial guarantee contracts, the loss
allowances are recognised at the higher of the
amount of the loss allowance determined in
accordance with HKFRS 9; and the amount initially
recognised less, where appropriate, cumulative
amount of income recognised over the guarantee
period.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by
recognising the corresponding adjustment through
a loss allowance account, with the exception of
financial guarantee contracts where the Group
recognises an impairment gain or loss by adjusting
their carrying amount.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition/modification of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit or loss.

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition to
measure at fair value through other comprehensive
income, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not
reclassified to profit or loss, but is transferred to retained
earnings.

A modification of a financial asset occurs if the contractual
cash flows are renegotiated or otherwise modified.

When the contractual terms of a financial asset are
modified, the Group assesses whether the revised terms
result in a substantial modification from original terms
taking into account all relevant facts and circumstances
including qualitative factors. If qualitative assessment is not
conclusive, the Group considers the terms are substantially
different if the discounted present value of the cash flows
under the new terms, including any fees paid net of any
fees received, and discounted using the original effective
interest rate, is at least 10 per cent different from the
discounted present value of the remaining cash flows of
the original financial asset, after reducing gross carrying
amount that has been written off.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. MEMERREREERE
CONSOLIDATED FINANCIAL E2HHEME@
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STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (coNTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition/modification of financial assets (Continued)
For non-substantial modifications of financial assets that do
not result in derecognition, the carrying amount of the
relevant financial assets will be calculated at the present
value of the modified contractual cash flows discounted at
the financial assets’ original effective interest rate.
Transaction costs or fees incurred are adjusted to the
carrying amount of the modified financial assets and are
amortised over the remaining term. Any adjustment to the
carrying amount of the financial asset is recognised in
profit or loss at the date of modification.

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by the Group are
classified as either financial liabilities or as equity in
accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct
issue costs.

Perpetual capital instruments, which include no contractual
obligations for the Group to deliver cash or other financial
assets or the Group has the sole discretion to defer
payment of distribution and redemption of principal
amount indefinitely are classified as equity instruments.

Financial liabilities

Financial liabilities including borrowings and trade and
other payables are subsequently measured at amortised
cost using effective interest method.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails
to make payments when due in accordance with the
terms of a debt instrument. Financial guarantee contract
liabilities are measured initially at their fair values. It is
subsequently measured at the higher of:

the amount of the loss allowance determined in
accordance with HKFRS 9; and

the amount initially recognised less, where
appropriate, cumulative amortisation recognised
over the guarantee period.

Derecognition/substantial modification of financial liabilities
The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

When the contractual terms of a financial liability are
modified, the Group assess whether the revised terms
result in a substantial modification from original terms
taking into account all relevant facts and circumstances
including qualitative factors. If qualitative assessment is not
conclusive, the Group considers that the terms are
substantially different if the discounted present value of
the cash flows under the new terms, including any fees
paid net of any fees received, and discounted using the
original effective interest rate, is at least 10 per cent
different from the discounted present value of the
remaining cash flows of the original financial liability.
Accordingly, such modification of terms is accounted for as
an extinguishment, any costs or fees incurred are
recognised as part of the gain or loss on the
extinguishment. The exchange or modification is
considered as non-substantial modification when such
difference is less than 10 per cent.
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RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Derecognition/substantial modification of financial liabilities
(Continued)

For non-substantial modifications of financial liabilities that
do not result in derecognition, the carrying amount of the
relevant financial liabilities will be calculated at the present
value of the modified contractual cash flows discounted at
the financial liabilities" original effective interest rate.
Transaction costs or fees incurred are adjusted to the
carrying amount of the modified financial liabilities and are
amortised over the remaining term. Any adjustment to the
carrying amount of the financial liability is recognised in
profit or loss at the date of modification.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date
when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of
the reporting period. The resulting gain or loss is
recognised in profit or loss immediately unless the
derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition
in profit or loss depends on the nature of the hedge
relationship.

Hedge accounting
The Group designates certain derivatives as hedging
instruments for cash flow hedges.

At the inception of the hedging relationship, the Group
documents the relationship between the hedging
instrument and the hedged item, along with its risk
management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception
of the hedge and on an ongoing basis, the Group
documents whether the hedging instrument is highly
effective in offsetting changes in cash flows of the hedged
item attributable to the hedged risk.
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GEMBEREREERE
EEHBESE @

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)
3.2 Significant accounting policies (Continued) 3.2 FESFHEEX @)

Financial instruments (Continued)

Hedge accounting (Continued)

For the purpose of determining whether a forecast
transaction (or a component thereof) is highly probable,
the Group assumes that the interest rate benchmark on
which the hedged cash flows (contractually or non-
contractually specified) are based is not altered as a result
of interest rate benchmark reform.

Assessment of hedging relationship and effectiveness

For hedge effectiveness assessment, the Group considers
whether the hedging instrument is effective in offsetting
changes in cash flows of the hedged item attributable to
the hedged risk, which is when the hedging relationships
meet all of the following hedge effectiveness
requirements:

there is an economic relationship between the
hedged item and the hedging instrument;

the effect of credit risk does not dominate the value
changes that result from that economic relationship;
and

the hedge ratio of the hedging relationship is the
same as that resulting from the quantity of the
hedged item that the Group actually hedges and
the quantity of the hedging instrument that the
entity actually uses to hedge that quantity of
hedged item.

If a hedging relationship ceases to meet the hedge
effectiveness requirement relating to the hedge ratio but
the risk management objective for that designated
hedging relationship remains the same, the Group adjusts
the hedge ratio of the hedging relationship (i.e. rebalances
the hedge) so that it meets the qualifying criteria again.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Hedge accounting (Continued)

Assessment of hedging relationship and effectiveness
(Continued)

In assessing the economic relationship between the
hedged item and the hedging instrument, the Group
assumes that the interest rate benchmark on which the
hedged cash flows and/or the hedged risk (contractually
or non-contractually specified) are based, or the interest
rate benchmark on which the cash flows of the hedging
instrument are based, is not altered as a result of interest
rate benchmark reform.

Cash flow hedges

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges are recognised in other comprehensive income
and accumulated under the heading of cash flow hedging
reserve. The gain or loss relating to the ineffective portion
is recognised immediately in profit or loss.

For the purpose of reclassifying the amount of gains and
losses accumulated in the cash flow hedge reserve in
order to determine whether the hedged future cash flows
are expected to occur, the Group assumes the interest rate
benchmark on which the hedged cash flows (contractually
or non-contractually specified) are based is not altered as a
result of interest rate benchmark reform.

Amounts previously recognised in other comprehensive
income and accumulated in cash flow hedging reserve are
reclassified to profit or loss in the periods when the
hedged item affects profit or loss, in the same line as the
recognised hedged item.
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3.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Hedge accounting (Continued)

Discontinuation of hedge accounting

The Group discontinues hedge accounting prospectively
only when the hedging relationship (or a part thereof)
ceases to meet the qualifying criteria (after rebalancing, if
applicable). This includes instances when the hedging
instrument expires or is sold, terminated or exercised.
Discontinuing hedge accounting can either affect a
hedging relationship in its entirety or only a part of it (in
which case hedge accounting continues for the remainder
of the hedging relationship).

For cash flow hedge, any gain or loss recognised in other
comprehensive income and accumulated in equity at that
time remains in equity and is recognised when the
forecast transactions is ultimately recognised in profit or
loss. When a forecast transaction is no longer expected to
occur, the gain or loss accumulated in equity is recognised
immediately in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits
held at call with banks, other short-term highly liquid
investments that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of
changes in value.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3.

GEMBEREREERE
EEHBESE@m

BASIS OF PREPARATION OF 3.
CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)
3.2 Significant accounting policies (Continued) 3.2 FESFEEX @

Current and deferred tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the profit or loss, except
to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case
the tax is also recognised in other comprehensive income
or directly in equity, respectively.

Current tax

The current income tax charge is calculated on the basis of
the tax laws enacted or substantively enacted at the end
of the reporting period in the countries where the
Company’s subsidiaries, associates and joint ventures
operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid
to the tax authorities.

Deferred tax

Deferred tax is recognised on temporary differences arising
between the carrying amounts of assets and liabilities in
the Group’s consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against
which the temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

Current and deferred tax (Continued)

Deferred tax (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries,
associates and joint ventures, except where the Group is
able to control the reversal of the temporary difference
and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated
with such investments and interests are only recognised to
the extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting periods and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting periods, to recover or settle the carrying amount
of its assets and liabilities.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)

Current and deferred tax (Continued)

Deferred tax (Continued)

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model,
the carrying amounts of such properties are presumed to
be recovered through sale, unless the presumption is
rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a
business model whose objective is to consume
substantially all of the economic benefits embodied in the
investment property over time, rather than through sale,
except for freehold land, which is always presumed to be
recovered entirely through sale.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to right-of-use assets and
lease liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised
at initial recognition and over the lease terms due to
application of the initial recognition exemption.

Offsetting

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied to the same taxable entity by the
same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.
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3.

BASIS OF PREPARATION OF 3. KEMKBREREERE
CONSOLIDATED FINANCIAL ESEHESE @
STATEMENTS AND SIGNIFICANT

ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFHE @)

Employee benefits & 5 45 7
Employee leave entitlements 1 B FE =R 58

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of
services rendered by employees up to the end of the
reporting period.

Employee entitlements to sick leave and maternity or
paternity leaves are not recognised until the time of leave.

Pension obligations

Group companies participate in various defined
contribution pension schemes. The schemes are generally
funded through payments to insurance companies or
trustee-administered funds.

The Group has no further payment obligations once the
contributions have been paid. The contributions are
recognised as employee benefit expense when employees
have rendered service entitling them to the contributions
and are reduced by contributions forfeited by those
employees who leave the scheme prior to vesting fully in
the contributions. Prepaid contributions are recognised as
an asset to the extent that a cash refund or a reduction in
the future payments is available.

Termination benefits

Termination benefits are payable when employment is
terminated before the normal retirement date, or
whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises
termination benefits at the earlier when the Group can no
longer withdraw the offer of those benefits and when it
recognises any related restructuring costs. Benefits falling
due more than 12 months after the end of the reporting
period are discounted to present value.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

3. BASIS OF PREPARATION OF 3. FREVKBRFEREERE
CONSOLIDATED FINANCIAL ESEESE @
STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (cONTINUED)

3.2 Significant accounting policies (Continued)

3.2 TESFEHE @)
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Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control
of the Group. It can also be a present obligation arising
from past events that is not recognised because it is not
probable that outflow of economic resources will be
required or the amount of obligation cannot be measured
reliably.

A contingent liability is not recognised but is disclosed in
the notes to the Group’s financial statements unless the
possibility of an outflow of resources embodying
economic benefits is remote. When a change in the
probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY ESTIMATION UNCERTAINTY

Critical accounting judgement

Estimates and judgements are continually evaluated and are
based on historical experience and other factors including
expectations of future events that are believed to be reasonable
under the circumstances.

Deferred taxation on investment properties

For the purposes of measuring deferred taxation arising from
investment properties that are measured using the fair value
model, the Directors have reviewed the Group's investment
property portfolios and concluded that the Group's investment
properties located in Hong Kong are not held under a business
model whose objective is to consume substantially all of the
economic benefits embodied in the investment properties over
time. Therefore, in measuring the Group's deferred taxation on
investment properties located in Hong Kong, the Directors have
determined that the presumption that the carrying amounts of
investment properties located in Hong Kong are recovered
entirely through sale is not rebutted. As a result, the Group has
not recognised any deferred taxes on changes in fair value of
investment properties located in Hong Kong as the Group is not
subject to any income taxes on the fair value changes of the
investment properties on disposal.

With regards to the Group's investment properties located in
Mainland China, the Directors considered that they are held
under a business model whose objective is to consume
substantially all of the economic benefits embodied in these
investment properties over time. Therefore, the Directors have
determined that the presumption that the carrying amounts of
investment properties located in Mainland China are recovered
entirely through sale is rebutted. As a result, the Group
recognised deferred taxes on changes in fair value of the Group's
investment properties located in Mainland China on the basis
that the entire carrying amounts of these properties are
recovered through use.
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

4,

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY ESTIMATION UNCERTAINTY

(CONTINUED)

Key estimation uncertainty

The Group makes estimates and assumptions concerning the
future. The estimates and assumptions that have a significant risk
of causing uncertainty to the carrying amounts of assets and
liabilities are discussed below:

Fair value of investment properties

Investment properties are stated at fair value based on the
valuation performed by independent professional valuers. The
determination of the fair value involves certain assumptions of
market conditions which are set out in Note 15.

The Directors have performed internal assessment on the risks of
change in macroeconomic environment through performing
sensitivity analysis in relation to the Group’s investment
properties.

The carrying amount of investment properties as at 31
December 2020 was approximately HK$2,507,388,000 (2019:
HK$2,366,668,000). More details are set out in Note 15.

Construction contracts

The Group recognised profits and losses from construction
contracts, which were derived from the latest available budgets
of the construction contracts with reference to the overall
performance of each construction contract and the
management’s best estimates and judgements. Estimated
construction income is determined in accordance with the terms
set out in the relevant contracts. Estimated construction costs
which mainly comprise sub-contracting charges and costs of
materials are estimated by the management on the basis of
quotations from time to time provided by the major contractors/
suppliers/vendors involved and the experience of the
management. Because of the nature of the construction industry,
the management regularly reviews the progress of the contracts
and the estimated construction income and costs.

When the actual costs incurred are significantly more or less than
expected, or changes in circumstances which result in revision of
management’s estimates on the percentage of completion, the
effect of such change is recognised prospectively in the profit or
loss in the period of the change.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY ESTIMATION UNCERTAINTY

(CONTINUED)

Key estimation uncertainty (Continued)

Deferred taxes

As at 31 December 2020, deferred tax assets of HK$442,890,000
(2019: HKS$639,144,000) have been recognised in the Group's
consolidated statement of financial position as set out in Note
30. The realisability of the deferred tax assets mainly depends on
whether sufficient future profits or taxable temporary differences
will be available in the future. The Directors determine the profit
projections of the Group for coming years during which the
deferred tax assets are expected to be utilised. In cases where
the actual future profits generated are more or less than
expected, an additional recognition or a reversal of deferred tax
assets may arise, which would be recognised in profit or loss for
the period in which such a recognition or reversal takes place.

Provision of ECL for trade receivables and contract assets

Trade receivables with impaired credit or related parties are
assessed for ECL individually.

In addition, the Group uses provision matrix to estimate ECL for
the trade receivables and contract assets that are not assessed
individually. The provision rates are based on debtors’ aging as
groupings of various debtors that have similar loss patterns. The
provision matrix is based on the Group's historical default rates
taking into consideration forward-looking information that is
reasonable and supportable available without undue costs or
effort. At each reporting date, the historical observed default
rates are reassessed and changes in the forward-looking
information are considered.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group's trade receivables and
contract assets are disclosed in Notes 42 and 19 respectively.

Estimated impairment of inventories

The Group tests regularly whether inventories have suffered any
impairment based on the assessment of net realisable value.
Estimates of net realisable value are based on the most reliable
evidence available at the time the estimates are made, and the
amounts the inventories are expected to realise. Significant
management estimates are required in the estimates. Where the
actual outcome or expectation in future is different from the
original estimates, such differences will impact on the carrying
amounts of inventories and the impairment loss.
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

5. REVENUE AND SEGMENT INFORMATION 5. WA R ZZEHER
Revenue [N
Revenue (represents turnover) comprised the following: WA (BNE ) BIETIAR -
2020 2019
—E-EF —ZE-NF
HK$’000 HKS$'000
FHERT T
Sales of properties L EST R 7,071,620 10,329,101
Revenue from specialised construction BERESDHWA
contracts 529,429 864,603
Rental and management fee income from wKEMEZHE R
investment properties EEERA 60,597 67,727
7,661,646 11,261,431

For contracts entered into with customers on sales of properties,
the Group's performance does not create an asset with
alternative use to the Group. Taking into consideration of the
relevant contract terms, the legal environment and relevant legal
precedent, the Group concluded that the Group does not have
an enforceable right to payment prior to transfer of the relevant
properties to the customer. Revenue from sales of properties is
therefore recognised at a point in time when the completed
property is transferred to customers, being at the point that the
customer obtains the control of the completed property and the
Group has present right to payment and collection of the
consideration is probable. The Group provides specialised
construction services to customers. Such services are recognised
as a performance obligation satisfied over time as the Group
creates or enhances an asset that the customer controls as the
asset is created or enhanced. Revenue is recognised for these
construction services based on the stage of completion of the
contract using input method.

The transaction price allocated to the remaining performance
obligations as at 31 December 2020 was HK$17,351,696,000
(2019: HK$6,103,674,000) and is expected to be recognised as
revenue within two years.
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REVENUE AND SEGMENT INFORMATION 5.

(CONTINUED)

Operating segments
The chief operating decision maker has been identified as the
executive directors. The executive directors review the Group's

internal financial reports in order to assess performance and

allocate resources. The executive directors have determined the

operating segments based on these reports as follows:

Real estate
development:

Specialised
construction:

Property investment:

Securities investment:

Development and sales of residential
and commercial properties

Design, installation and selling of
curtain walls and aluminum
windows, doors and other
materials

Holding of properties to generate
rental income and/or to gain from
the appreciation in properties’
values in the long-term

Investment of securities

No operating segments identified by the executive directors have
been aggregated in arriving at the reportable segments of the

Group.
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For the

5.

B 7% ¥R B =

year ended 31 December 2020 HEZZT-_TF+_A=1+—BILFE

REVENUE AND SEGMENT INFORMATION 5.

(CONTINUED)

WA Ko EBE )

Operating segments (Continued) g s\
Segment revenue and results D EBRA K ¥ 55
Real estate Specialised Property Securities
development construction investment investment Total
EHERRE EEdt NERE BHRE ag
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
ZE2%F TN CBC%F TN CBC®F N CBCEE “ENF CECEE TR
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
TER TAL TER TAL TER TAL TER TAL TER TAL
Revenue 0N
Total segment revenue EHFRA 7,071,620 10,329,101 574,949 894,945 67,027 73379 - — 7,713,596 11,297425
Inter-segment revenue AHEMA - - (45,520) (30342) (6,430) (5652) - - (51,950) (35994)
Sales to extemal customers HAERFHE 7,071,620 10329101 529,429 864603 60,597 67,727 - — 7,661,646 11261431
Results $5
Segment results PEEE 825,532 2,044,622 22,830 (11,658) (28,701) 215542 52,949 50,646 872,610 2,299,152
Unallocated corporate expenses, net FORCERY 38 (219,737) (219917)
652,873 2,079,235
Finance income BBIA 222,799 2174
Finance costs SR (69.471) (26739)
Share of results of associates PMEBERREE 4,469 (3761)
Share of results of joint ventures AERERREE (2,260) (10380)
Profit before tax BB AR

The accounting policies of the reportable and operating
segments are the same as the Group's accounting policies
described in Note 3. Segment results represent the profit before
tax without allocation of unallocated corporate expenses, finance
income, finance costs and share of results of associates and joint
ventures.

Inter-segment revenue is charged at prevailing market rates.
Finance income, finance costs and share of results of associates

and joint ventures are not included in the measure of segment
results.
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REVENUE AND SEGMENT INFORMATION

(CONTINUED)
Operating segments (Continued)
Segment assets and liabilities

Real estate Specialised
development construction
ERERR EXRE
2020 2019 2020 2019
ZECEE TN ZBIEE CENF
HK$'000 HK$'000 HK$'000 HK$'000

TR TAL TRz ThL

WA K7 EBE F )

Ko IR (Em)

DHEERERE
Property Securities
investment investment Total
NERE #E5RE #5
2020 2019 2020 2019 2020 2019
ZESE¥F CTONE CESRE CTNF CRSEE CTE
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000

FAR THEL TR ThEL TRz ThL

2,064,410 2211748 822,778 1398952 64,849,533 45388815

3,538,204 3572550

68,387,737 48,961,365

13,627 24,704 - — 44,049,386 30,147,565

Assets AE

Segment assets PHEE 61,548,989 4079249 413,356 985,625
Unallocated corporate assets RARGEEE
Total assets BEEE
Liabilties Bf

Segment liabilties ABaE 43,891,388 29482240 144,371 640621
Unallocated corporate liabiliies FARLERE
Total liabilties BEEE

Segment assets consist primarily of interests in associates,
interests in joint ventures, property, plant and equipment,
investment properties, inventories, receivables, contract assets,
contract costs and operating cash but exclude items such as
bank deposits for corporate use and deferred tax assets. Segment
liabilities comprise all operating liabilities but exclude items such
as taxation.

F-90

1,928,344 2547082

45,971,730 32,694,647

DHEETEBRNEE AR 2
RAEERR ZHEHS %%‘ﬁ%&%
B REME FE RBURRE A1
BE aRAREERST - ﬁiﬂ<€9ﬁ§
FEERRZBITFRARELERBEE
FHA - N HREREMELEAR
BREREHRE -

233

ETHEEFHET

R .



Notes to the Consolidated Financial Statements

oY b e ER:
For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

5. REVENUE AND SEGMENT INFORMATION 5. WA RS PBER @)

(CONTINUED)
Operating segments (Continued) -l XE )
Other segment information Et 7 s&#
Real estate Specialised Property Securities Segment
development construction investment investment total Unallocated Total
RHERR Bxgg NERE BERE ABAR 28 E3
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019

SeseE CT-NF CESEE CT-NF SRR CT-AF SRR CT-NF SRR CT-NF SRR CI-NF SRR SETA
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HKS'000
THR AR TR TR TR TAR TR TR TR TAR TR TR TR THR

Amouns included inthe ST AS

measure of segment BRI
profit or loss or BE:
segment assets:
Interests in associates REERRZ
B 3,472,096 1,123,361 - — - — - — 3,472,096 1123361 - — 3,472,096 1,123361
Interests in joint ventures
196,074 84,701 - - - - - — 196,074 84,701 - - 196,074 84,701
(apital expenditures 42,199 7983 1,164 5094 281 4 - s 43,644 13125 189 283 43,833 13408
Depreciation recognised
in the consolidated
statement of profit or
234 loss 31,493 19,168 2,002 2603 454 456 = = 33,949 2247 5157 2517 39,106 24764
Fair value changes on
investment properties 8914 (43,850) - = (59,500) 151400 = = (50,586) 107,550 - = (50,586) 107,550
Allowance for impairment 7 &
of inventories 299,894 86472 - = - = = = 299,894 86472 - = 299,894 86472
Impairment losses EHEEEE
(reversed)/recognised BHET
under expected credit (RERE)/
loss model, net of HEEE.
reversal NBEE - - (3,265) (6,080) 17,7199 2248 - — 14,534 (3832) - — 14,534 (3832)
Geographical information Hh EE ]
The Group operates its businesses in two main geographical AEBZEBFEZEH R MEME L
areas: =
=
2 Hong Kong: Real estate development, specialised BA BEHEER  HXE
m construction, property investment BE MERER
P and securities investment BHEEE
(% . . .
- Mainland China and Real estate development, specialised TENLE RFHMERR EXREHE
> . N . ‘ p
= Macau: construction and property P PEUES - $-)
o .
e investment
<
= In presenting geographical information, sales are presented REFME BRI - HEZ 2T IRE
O . .
based on the geographical locations of the customers. Total non- P2 BUBERERE - FERBDEELE
> . L
> current assets exclude financial instruments and deferred tax TEEVETIAREERIBEE -
z
c assets.
>
—
P
m
o
O
b
_|
N
o
N
o
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REVENUE AND SEGMENT INFORMATION 5.

WAR T HE

Bl om

(CONTINUED)
Operating segments (Continued) S-Sl NE )
Geographical information (Continued) HEER (F)
Hong Kong Mainland China and Macau Total
B# B o it TR RS B
2020 2019 2020 2019 2020 2019
SBoRF ZFNF OCESRF CTONF O CRDREF TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER FAT FER FAT FERT FAT
External sales HIMHE 287,684 363683 7,373,962 10,897,748 7,661,646 11,261,431
Total non-current assets FRDEERE 2,223,907 2267291 4,210,931 1570230 6,434,838 3,837,521
Information about major customer EBEEEFZEH

No revenue from transaction with single external customer is
amounted to 10% or more of the Group’s revenue for both

AEEYEE -FFRMEFEZERA

BREA10%E A £ o

years.
PROFIT FOR THE YEAR 6. AFEimA
2020 2019
et 3 —E-NF
HK$’000 HKS$'000
FHET FAT
Cost of properties sold (note (i) BE A (HEEG) 5,934,990 7,750,378
Cost of specialised construction BEEFEKK 481,853 822,161
Depreciation e 39,106 24,764
Auditor's remuneration %AD& 4,580 4,200
Direct operating expenses incurred for BEE S IMA 2 IREME
investment properties that generated EECZHEEERY
rental income 14,349 15,532
Employee benefit expense (including EERAZH (BIEES
directors’ emoluments) (Note 8) B <) (B 5E8) 235,597 242,708
Allowance for impairment of inventories FERBERE 299,894 86,472
Net exchange gain P& 5 U8 550 R (31,606) (23,109)
Note: Bt 5
(i) Included in cost of properties sold are interest expenses of HK$342,918,000 (i) B& W) KA B 45342,918,00008 7T (=

(2019: HK$413,710,000).
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

7.

OTHER INCOME, OTHER GAINS AND 7. HttA - Hthlzm REH
LOSSES
2020 2019
—ECEF —ZE-NF
HK$’000 HKS$'000
FET FAT
Government subsidies (note (i) BT & B (B REG)) 136,062 1,300
Dividend income Az B e 53,008 50,703
Management fee income from fellow WERAMB AR Z
subsidiaries EREBERA 6,295 11,337
Bargain purchase gain on acquisition of g e A= PN 5
interest in a subsidiary (Note 38(a)) ZEEEE K=
(Pt 3E38(a)) 111,889 —
Bargain purchase gain on acquisition of WiE — KB QR s
interest in an associate (Note 16(b)) EEBENE
(M¥=E16(0)) 159,729 —
Gain on disposal of subsidiaries (Note 39) HEMNB AR e
(MF5E39) 955 —
Others EAh 28,007 40,276
495,945 103,616
Note: P 5E
(i) During the year, a government subsidy of RMB121,000,000 (equivalent to (i) FA - AEERFE A ERBNTE B

HK$136,062,000) was awarded to the Group in Mainland China. There are
no unfulfilled conditions or contingencies relating to the grant.
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EMPLOYEE BENEFIT EXPENSE

8. EE®AXH

2020 2019
—Bo®H ZE-NF
HK$’000 HKS$'000
FER FHET
Wages, salaries and bonus TE& - Frekitsd 376,553 353,390
Pension costs — defined contribution BREKA — EBHER
plans (Note 35) T80 (P 5E35) 24,985 35,978
401,538 389,368
Less: Amount capitalised as properties W AE AR T R BEA
under development BRERAYME ST (90,057) (79,209)
Less: Amount included in cost of sales W ETAHBER AR Z
T (48,521) (38,210)
Less: Amount included in selling and W ETABEEREHE
marketing expenses BRAZEHE (27,363) (29,241)
235,597 242,708
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Notes to the Consolidated Financial Statements

iR e SRR R

For the year ended 31 December 2020 BZEZT_ZTF+_A=+—HILFE

8. EMPLOYEE BENEFIT EXPENSE (conTINUED)

(a) Directors’ emoluments

The remuneration of each director for the year ended 31

December 2020 is set out below:

8. EEEANZH w
(@) EEM£
BE_T_THFE+_H=+—H
IHFE  SEFZME8E0T

Employer’s
contribution to
Salaries and  Discretionary pension
Name of directors Fees allowances bonuses scheme Total
Rikestal
EEnE BE HeREH META EEHX By
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TER TET
Non-executive directors FHTES
Ms. He Xiaoli f/NBR T - 292 651 4 947
Executive directors HTES
Mr. He Jianbo* ] 8388 5 A — 322 1,350 4 1,676
Mr. Liu Bo (note (i)) B % 4 (M=) - 302 1,276 4 1,582
Mr. Liu Zeping (note (i) 20815 5 A& (B aEai) - - - - -
Mr. Chen Xingwu B 7t & - 284 1,201 4 1,489
Mr. Yang Shangping i FEE - 1,668 995 4 2,667
Independent non-executive ~ BUFHTEE
directors
Mr. Selwyn Mar SRREE 400 - - - 400
Mr. Lam Chung Lun, Billy R EE 390 - - - 390
Ms. Law Fan Chiu Fun, Fanny BeWBTL 400 - — - 400
1,190 2,868 5,473 20 9,551
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8.

EMPLOYEE BENEFIT EXPENSE (conTINUED)

(a)

8. EER/ALZHmwm

Directors’ emoluments (Continued) (a) EEM< @
The remuneration of each director for the year ended 31 HE-_T-—NF+=-A=+—8
December 2019 is set out below: IEFE  SEEZ2MeEHIMT -
Employer's
Salaries and Discretionary  contribution to
Name of directors Fees allowances bonuses pension scheme Total
RIKEEE
EEpg e  HekER Mg EFHK BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET T THET TET T
Non-executive directors FHTES
Mr. Li Fuli (note (i) ZRA %4 (Faxi) — — — — —
Ms. He Xiaoli A/NERL = 295 652 57 1,004
Executive directors BTES
Mr. He Jianbo* EEE = 875 1,703 77 2,655
Mr. Liu Zeping S8R AE = 395 815 52 1,262
Mr. Chen Xingwu RERLE — 588 1448 46 2,082
Mr. Yang Shangping BREEE = 1,660 1256 50 2,966
Independent non-executive ~ BIUFHTEE
directors
Mr. Selwyn Mar BRREE 360 — — = 360
Mr. Lam Chung Lun, Billy MABEE 4 350 = = = 350
Ms. Law Fan Chiu Fun, Fanny ~ ZEEMZ %L 360 — — — 360
1,070 3813 5874 282 11,039

The executive directors’ emoluments shown above were
for their services in connection with the management of
the affairs of the Company and the Group.

The non-executive directors’ and independent non-
executive directors’ emoluments shown above were for
their services as directors of the Company.

Discretionary bonuses were determined by the

management with regard to the performance of the
Directors and the Group’s operating results.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

8. EMPLOYEE BENEFIT EXPENSE (conTINUED)
(a) Directors’ emoluments (Continued)
During the year, no directors of the Company waived or
agreed to waive any emoluments (2019: Nil).

During the year, no emoluments were paid by the Group
to the Directors as an inducement to join or as
compensation for loss of office (2019: Nil).

The executive director marked “*" above is also considered
as chief executive of the Group and his emoluments
disclosed above include those for services rendered by him
as the Chief Executive.

Notes:

(i) Appointed on 26 March 2020
(ii) Resigned on 26 March 2020

(iii) Resigned on 15 January 2019
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EMPLOYEE BENEFIT EXPENSE (conTinueD) 8.
(b) Five highest-paid individuals

In 2020, five highest-paid individuals in the Group include
two (2019: two) directors. These directors’ emoluments are
disclosed in (a) above. Details of the emoluments of the
remaining three (2019: three) individuals are as follows:

EEEAZH @

(b)

FEESFMAL

RZZEZZF KAEBEREES
WA LTFBEEME(ZZE—A
F MB)ES -HEEMeNE
NaQEFHEE - EH =R (=ZF
—NF: =ZF) AL 2B FBW

T
2020 2019
et 3 —E-NF
HK$’000 HK$'000
TR FHET
Salaries and allowances e KRR 5,108 4,509
Discretionary bonuses B 15 TEAL 1,600 2,530
Employer's contributions RIREETEIEEMHK
to pension schemes 189 227
6,897 7,266
The emoluments fell within the following bands: e &HELNT -
2020 2019
—E°%HF —E-NF
HK$2,000,001-HKS$2,500,000 2,000,001& T E
2,500,0007% 7T 2 2
HKS$2,500,001-HKS$3,000,000 2,500,001& TR
3,000,00078 7T 1 1
3 3

During the year, no emoluments were paid by the Group
to these individuals as an inducement to join or as
compensation for loss of office (2019: Nil).
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

9. FINANCE INCOME AND COSTS 9. MBWARKAE
2020 2019
—BCoBHF ZE-NF
HK$'000 HKS$'000
FET FAT
Finance income B T LA
Interest income from bank deposits HRITE R B WA 38,209 48,263
Interest income from loans to non- W R B 8 A B A FE4E AR
controlling shareholders of subsidiaries BERERZFE WA 129,508 132,234
Interest income from loan to an associate W —REEE R E B
Z A B A 42,147 27,284
Interest income from loans WA ERRIERZ
to joint ventures FEMA 12,935 13,963
222,799 221,744
Finance costs B 75 P AR
Bank borrowings wholly repayable ARRFANBHEEZ
within five years RITIERK 478,995 481,514
Other borrowings wholly repayable ARAFABBEERZ
within five years H b a3 276,631 314,891
Interest on lease liabilities HEABZAE 3,982 3,437
759,608 799,842
Less: Amount capitalised as properties B AE R T X EEA
under development (note (i) BEPYMEZ SR
(M3E3) (690,137) (773,103)
69,471 26,739
Note: Bt sE -
0} Borrowing costs were capitalised at rates ranging from 1.51% to 6.50% (2019: (i) BREARNRFFNERI51%E650%(=F

2.50% to 6.50%) per annum.
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10.

11.

EXPECTED CREDIT LOSSES, NET OF 10. AHIEEEE » fIREE
REVERSAL

2020 2019
—EBZEF —ZE-NF
HK$’000 HK$'000
TR FHT
Impairment losses recognised/(reversed) BIORWARENEEZ
on trade receivables and contract assets A RS, CRER &) 14,534 (3,832)
Details of impairment assessment are set out in Note 42(a)(ii). B ST 18 1 A I R 42(a) i) ©
INCOME TAX EXPENSE 1. IEHAX
Hong Kong Profits Tax has been calculated on the estimated BEABNESHIIUARERIRE BB 25
assessable profit for the year derived in Hong Kong at the rate of JERRFR E A 165% (= F — AL F -
16.5% (2019: 16.5%). 16.5%) Z TR XEHE o
The PRC enterprise income tax has been calculated on the FRGEMSHEDIUAEREREFERA
estimated assessable profit for the year derived in Mainland Hh 2 fh 5T R RR B e AR 25% (Z T — N
China at the rate of 25% (2019: 25%). F25%) 2 HERGFE -
Land appreciation tax is levied at progressive rates ranging from THIEERBELEERZER(BIH
30% to 60% on the appreciation of land value, being the EWEMSHAHR AR (21
proceeds of sales of properties less deductible expenditures THERK AN - R REES ) HRER
including costs of land and development and construction 2 30%E 60% K
expenditures.
2020 2019
—EZEF —ZE-hF
HK$7000 HKS'000
FTET FHT
Current tax BIEARR 18
PRC enterprise income tax R FE AT A 194,310 377,469
PRC enterprise income tax refund FEMEMEHRE (245,214) —
Hong Kong Profits Tax BEENEH 1,410 1323
Land appreciation tax TR AT 130,557 402,242
81,063 781,034
Deferred tax (Note 30) EIER IR (FHEE30) 290,007 126,482
371,070 907,516
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

1. INCOME TAX EXPENSE (CONTINUED)

Tax charge on the Group's profit before tax differs from the

theoretical amount that would arise using the weighted average

1. FTBHEZ @

AREBFLBR AT M 2 AR - B
ﬁﬁkﬁﬁﬁ/\\?ﬁ SEEZEMN 2 EFAR

tax rate applicable to profits of the consolidated entities as EHEMSEREBEIERENT ¢
follows:
2020 2019
—BEZEF —E-NEF
HK$’000 HK$'000
TR FHET
Profit before tax B % B A 808,410 2,260,099
Tax calculated at domestic tax rates applicable 3% 3@ Fi FA#8 B8 3 [ S5 7|
to profits in the respective regions ERETE 2 HIE 243,210 601,483
Land appreciation tax T+ I (EFR 130,557 402,242
Tax effect of land appreciation tax if@i“ BNz MG E (32,639) (100,561)
Tax effect of share of results of associates DIREEE R R ER 2T
o (1,117) 940
Tax effect of share of results of joint ventures 15/\ ERRIFEB 2B
- 565 2,595
Income not subject to tax ﬁ/,\ R Z WA (126,754) (35,340)
Expenses not deductible for tax purposes R 95,967 101,184
Utilisation of previously unrecognised AR R ARER 2T
tax losses B8 (39,562) (84,019)
Utilisation of previously unrecognised AT A AR E
temporary differences R (31,502) (26,361)
Tax effect of tax losses/deductible temporary AR HER TS E I8, AI F0FL
differences not recognised ZERREE BB E 132,345 45353
Tax charge MIEFR X 371,070 907,516
The weighted average applicable tax rate was 30.1% (2019: BAZMEFATER01%(ZE—N
26.6%). The year-on-year change is primarily caused by a change F 1 266%) © T EIZELETY EB AN

in the relative profitability of the Company’s subsidiaries in the

respective regions.
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12.

13.

EARNINGS PER SHARE — BASIC AND
DILUTED

The calculation of basic earnings per share is based on the profit
attributable to equity holders of the Company divided by the
weighted average number of ordinary shares in issue during the
year.

Since there were no dilutive potential ordinary shares, the diluted
earnings per share is equal to basic earnings per share.

DIVIDENDS

The Directors recommend the payment of a final dividend of
HK1.0 cent (2019: HK8.0 cents) and a special dividend of HK1.0
cent per ordinary share with total amount of HK$66,938,000
(2019: HK$267,753,000). These dividends are to be approved by
the shareholders at the annual general meeting of the Company
to be held on 27 May 2021. These consolidated financial
statements do not reflect this dividend payable.

Final dividends in respect of the year ended 31 December 2019
of HK8.0 cents per ordinary share totaling HK$267,753,000 (2019:
final dividends in respect of the year ended 31 December 2018
of HK8.0 cents per ordinary share totaling HK$267,753,000) was
recognised as distribution during the year.
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Notes to the Consolidated Financial Statements
fRE B SRR MY

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

14. % BERRE
n% - BEREEZEDOT

14. PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment are as follows:

Leasehold Furniture,
land and Leasehold fixtures and Motor
buildings improvements Machinery equipment vehicles Total
HEL KA %8
REF HEWEXRE B &S ) Bam
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FTHT FHT FHT FTAHT FHT
Year ended 31 December 2020 HE-_E-Z%+-A
=t+-HLEFE
At 31 December 2019 RZZE-N&+=A
== 243,851 1,821 4,234 8,807 4,078 262,791
Exchange differences ERER 3,002 1 62 645 432 4,152
Additions AE 765 30,779 1,190 5,584 5,515 43,833
Acquisition of a subsidiary (Note 38(a)) W —RHIBAA]
(Pt 7E38(a) 3,676 — 3 1,905 813 6,397
Disposals HE (163) - (91) (355) (340) (949)
Disposals of subsidiaries (Note 39) HEMB AR (FE39) (12,200) (1,434) (1,826) (1,903) (475) (17,838)
Depreciation neE (26,524) (4,520) (1,345) (4,185) (2,532) (39,106)
Closing net book amount FREEEE 212,407 26,657 2,227 10,498 7,491 259,280
At 31 December 2020 RZZEZZE+=f
o =+-A
Cost (BN 268,833 37,679 2,968 39,872 22,355 371,707
Accumulated depreciation and ZEHMERAE
impairment (56,426) (11,022) (741) (29,374) (14,864) (112,427)
Net book amount HREFE 212,407 26,657 2,227 10,498 7,491 259,280
Year ended 31 December 2019 HE-Z-NE+=A
=t+-ALFE
At 1 January 2019 R=ZZ—A&—HA—H 219,946 1951 5716 7,199 4633 239,445
Exchange differences ERER (1,408) 31 43) (207) (167) (1,856)
Additions AE 56,603 41 368 5,259 1,139 63,410
Disposals HeE — — (110) (181) (171) (462)
Depreciation neE (18,308) (140) (1,697) (3,263) (1,356) (24,764)
Transfer to investment properties BYERENE (12,982) — — — — (12,982)
Closing net book amount FREMFE 243,851 1,821 4234 8,807 4078 262,791
At 31 December 2019 RZZ-N&F+=A
=E=F
Cost B 272,306 8,774 11,793 33841 17,907 344,621
Accumulated depreciation and ZEERAE
impairment (28:455) (6,953) (7,559) (25,034) (13,829) (81,830)
Net book amount REFE 243,851 1,821 4234 8,807 4078 262,791
Note: FfsE -

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

At the end of both reporting periods, the Group’s buildings are erected on land
under medium-term and long-term lease in Hong Kong and long-term lease in

Mainland China respectively.
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14. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)

14. Y% > BERRE m

The Group as lessee AEEEREBAA
Right-of-use assets (including in the property, plant and BHREEE (FIAYFE  BMERKE)
equipment)
2020 2019
—E-EF —E-hF
HK$’000 HK$'000
TR FHET
Leasehold land and buildings HELHEEF
Carrying amount at year end FRREE 54,547 75,574
Depreciation charge for the year FAFE 24,130 16,251
Expense relating to short-term leases BGHEEEENER 16,481 18,298
Total cash outflow for leases HEZBRE ML B 35,040 24,178
Additions to right-of-use assets FRAEEEZAE 677 50,002

For both years, the Group leases various offices for its operations.
Lease contracts are entered into for fixed term of 1 to 5 years.
Lease terms are negotiated on an individual basis and contain a
wide range of different terms and conditions. In determining the
lease term and assessing the length of the non-cancellable
period, the Group applies the definition of a contract and
determines the period for which the contract is enforceable.

In addition, the Group owns several office buildings. The Group is
the registered owner of these property interests, including the
underlying leasehold lands. Lump sum payments were made
upfront to acquire these property interests. The leasehold land
components of these owned properties are presented separately
only if the payments made can be allocated reliably.
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Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

5. INVESTMENT PROPERTIES 15. |REYH

The Group leases out various properties under operating leases
with rentals payable monthly. The leases run for an initial period
of 1 to 15 years.

The Group is not exposed to foreign currency risk as a result of
the lease arrangements, as all leases are denominated in the
respective functional currencies of group entities. The lease
contracts do not contain residual value guarantee and/or lessee’s
option to purchase the property at the end of lease term.

AEBUKEERETANHEZEDEN
WHFAEMNES BREDNSAME
154 o

AREBEYERHEE LB MAZINE R

% ASMAHEREEERSA 2T
‘éﬁi@f’ﬁ%uﬂﬁ HEAHNBTEHERE
R/ HEEARERERGBEYE
BT -

2020 2019
—E-EH —E-NF
HK$’000 HK$'000
FHERT FHET
At Fair Value BARE
At beginning of the year F 1) 2,366,668 2,256,393
Acquisition of a subsidiary (Note 38(a)) W iE— KK E R A
(Bt 7E38(2)) 114,957 —
248 Transfer from property, plant and equipment %8 ¥% « HE &R — 9,094
Additions fﬁ 52,072 =
Fair value changes on investment properties A EZAERZILE W
recognised in profit or loss ANINI=R=) (50,586) 107,550
Exchange differences e =% 24,277 (6,369)
At end of the year FR 2,507,388 2,366,668

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

As at 31 December 2020, the Group did not pledge any
investment properties as collaterals for bank borrowings (2019:
Nil).

The investment properties were fair-valued at 31 December 2020
by Vigers Appraisal & Consulting Limited and Cushman &
Wakefield Limited, independent valuers. The valuation for
investment properties was arrived at by considering the income
capitalisation of the properties or, where appropriate, by
reference to market evidence of transaction prices for similar
properties in the same locations and conditions as direct
comparison.

In estimating the fair value of the properties, the highest and
best use of the properties is their current use.
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15. INVESTMENT PROPERTIES (cONTINUED)

Details of the Group’s investment properties and information

15. REYZE @)

RBERLE - AEEREVMER AR

about the fair value hierarchy as at the end of the reporting EERERDT :
period are as follows:
Fair value
as at
Level 1 Level 2 Level 3 31.12.2020
ARER
e i
+=A
E—& B £=# =+-—H
HK$’000 HK$’000 HK$'000 HK$'000
FET FET FRET FERT
In Hong Kong URES — 42,500 1,988,000 2,030,500
In Mainland China LA AR B A — 385,788 91,100 476,888
Fair value
as at
Level 1 Level 2 Level 3 31.12.2019
NAER
—E-NF
+=A
F—H E; F= =t+—8
HK$'000 HK$'000 HK$'00 HKS$'000
FHET FHT FAT AT
In Hong Kong URES — 43,000 2,047,000 2,090,000
In Mainland China LR A B A — 29,248 247,420 276,668
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Notes to the Consolidated Financial Statements
fRE B SRR MY

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

15. INVESTMENT PROPERTIES (cONTINUED)

The following table gives information about how the fair values

of these investment properties are determined (in particular, the

valuation techniques and key inputs used), as well as the fair

value hierarchy into which the fair value measurements are
categorised (Levels 2 to 3) based on the degree to which the key
inputs to the fair value measurements is observable.

Investment properties held by
the Group in the consolidated

15. BREWZE @)
TRIBRNABCRENE AL B E
KRR 2B AR ER T RS
ABIR) - LA RIS RIS A SR Y A
AEHBHABSIEERE AL ESE
ERAREBERTIHNAE(E-_BEE=
@) -

statement of financial Fair value Valuation technique(s) and
position hierarchy key input(s) Significant unobservable input(s)
REFBERRERPEEEZ
REME DNAEER fRERM R EEEAHE EXRTABEZBARE
Property 1 in Hong Kong Level 3 Income method Reversionary yield, taking into account annual unit market
BEEWE FE=/& N7 rental income and unit market value of the comparable
properties of 3% to 3.25% (2019: 3% to 3.25%)
ERRER  ZRAELBYE 2FEELTSESK
AREMTIHEBELZ3%E325%(ZF—NF : 3%%E
3.25%)
The key inputs are: Market unit rent, using direct market comparables and taking
AREASEA into account of similar character, location and sizes, from
HK$43.7/sq.ft/month to HKS$57/sq.ft/month (2019: from
1. Reversionary yield; and HK$45.1/sq.ft/month to HK$64/sq.ft/month)
ERRER R MiSBMES  RAEETSHLREEYS B Z EE S
B NERRE BEASTHIRBIBTETET
2. Market unit rent of (ZE-NF - BHBRAFFHARGIBLEAETT)
individual unit
81 51) B2 ) 717 3% B i 7 &
Property 2 in Hong Kong Level 3 Income method Reversionary yield, taking into account annual unit market
ENGLEY B I ONZS rental income and unit market value of the comparable
properties of 3.5% to 3.75% (2019: 3.5% to 3.75%)
ERRER  ERAELBYEZFEELTSHEHSK
ARBRITISEEZ35%E3.75% (ZF—LF : 35%F
3.75%)
The key inputs are: Market unit rent, using direct market comparables and taking
RREASE A : into account of similar character, location and sizes, from
HK$25/sq.ft/month to HK$36/sq.ft/month (2019: from
1. Reversionary yield; and HK$25/sq.ft/month to HK$36/sq.ft/month)
ERkER R MisBMES RAEETSLREEY B Z B0
B NERSRE REASFHRBETEICET
2. Market unit rent of (ZZ2E—NF AFASFHIRBATEGAT)
individual unit
851 B2 ) i1 3% B AL 78
Other properties in Hong Kong Level 2 Direct comparison method N/A
BERE MY F-&K based on market observable  7NiE

transactions of similar
properties and adjust to
reflect the conditions and
locations of the subject
property

HELBUEENBUMEZ
MIZABERHIL EHE
VA BR 2 1 2 2 6t B 2
&
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Investment properties held by
the Group in the consolidated
statement of financial
position
FEMBRRRPEERZ
REWHE

15. INVESTMENT PROPERTIES (cONTINUED)

Valuation technique(s) and
key input(s)

B 59T & B 28 A B8

15. REYZE @)

Significant unobservable input(s)

BEATABE 2@ AYE

Property 3 in Mainland China
REIRHE S

Property 4 in Mainland China
R A Y 3R 4

Property 5 in Mainland China
RERH S

Other properties in Mainland
China
mh B A3 E A ) 2

Direct comparison method and
income method

BERLBERBAE

The key inputs are:
BREARIER

1. Reversionary yield; and
ERAEE R

2. Market unit rate
5 BAL B

Direct comparison method and
income method

BELEERBNR

The key inputs are:

MRaARER

1. Reversionary yield; and
mBUEE R

2. Market unit rate
% BB

Direct comparison method and
income method

BRLBERBAE

The key inputs are:
BB ABIER

1. Reversionary yield; and
ERAEE R

2. Market unit rate
5 BAL B

Direct comparison method
based on market observable
transactions of similar
properties and adjust to
reflect the conditions and
locations of the subject
property

HELBUEERNBUMEZ
TS BRI MERE
VA IR R 3% ) 5 2 AG A B iz
&

F-108

Reversionary yield, taking into account annual unit market
rental income and unit market value of the comparable
properties of 8% (2019: 8%)

ERKRER  ZRAALBRYEZFEELTSESK
ARERTIHEEZ8% (=T —NF : 8%)

Market unit rate, taking into account the recent transaction
prices for similar properties adjusted for nature, location
and conditions of the property, being HK$20,765/sq.m
(2019: HK$20,994/sq.m)

TSEMEE  ZRBUMEZORRSE Utz
ME (LB RMORVEL AE - BNE T 5 2K20,765/8 7T
(ZZ2—NF : FTFHXK20994%ET)

Reversionary yield, taking into account annual unit market
rental income and unit market value of the comparable
properties of 7.5% (2019: 7.5%)

ERRER ERAELBYE2FEERTSESK
ARBNHIBEEZ75%(ZF—NF : 7.5%)

Market unit rate, taking into account the recent transaction
prices for similar properties adjusted for nature, location
and conditions of the property, being HK$39,983/sq.m
(2019: HK$42,588/sq.m)

TISEMER  EERAUNEZOIPRRHE  ItmEL
ME LB RARRELFE - BIEF 7 K399838 7T

—T—hF : §FI5K4258887T)

Reversionary yield, taking into account annual unit market
rental income and unit market value of the comparable
properties of 8% (2019: 7%)

ERKRER  ZRAALBYEZFEELTSHES K
ARERTIHEEZ8%(ZT—NF : 7%)

Market unit rate, taking into account the recent transaction
prices for similar properties adjusted for nature, location
and conditions of the property, being HK$13,070/sg.m
(2019: HK$12,280/sg.m)

TISEMEE  ZRBUMEZIRRISE U2
ME (LB RMORIEHAE - BNE T 75K13,070/8 7T
(ZZ2—NF : FFHXK1228087T)

N/A
TER
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

5. INVESTMENT PROPERTIES (cONTINUED)

16.

Increase in the reversionary yield would result in a decrease in
the fair value of the investment properties. Increase in the
market unit rent or market unit rate would result in an increase
in the fair value of the investment properties, and vice versa.

In estimating the fair value of the investment properties, the
Group uses market observable data to the extent it is available.
The management of the Group works closely with the valuers to
establish the appropriate valuation techniques and key inputs to
the model.

15.

&ﬁ%%r

BUHESE  BANEY AAEY
& - BRI SR IS SRS T inE
RIERNS ALY AAERS
R IR -

Efﬁ%ﬂxiﬁ%%ﬁ”}’&ﬁ@ﬁ% AR EFE

EERAMSAEREE - AKENE
Eﬁéﬁiﬁﬁﬁﬁii‘%w BF - HIEEE
B E R R B A SR -

INTERESTS IN ASSOCIATES 16. REEE R TR 2
(a) Investments (a KRE

2020 2019
—E-EF —T-hF
HK$’000 HK$'000
FET FAT
At beginning of the year F4) 1,123,361 1,152,277
Acquisition of interests in associates g2 NS £ 2,159,059 —
Exchange differences e =% 185,207 (25,155)
Share of results of associates DI E R RIEE 4,469 (3,761)
At end of the year Fx 3,472,096 1,123,361
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16. INTERESTS IN ASSOCIATES (CONTINUED)
Investments (Continued)
Details of the Group's associates at are as follow:

(a)

16. REE N Tl 2 = @|)
(a) BE @
A EE B A B RS I

Proportion
of voting
Place of rights held
incorporation Proportion of equity by the
Name of entity Principal activities and operation interest held by the Group Group
FEEFERE rEERE
BEEE TEXK R R AR b B Rz LB RE-L B
2020 2019
—2-%F —TNF
BhEEREEHEREERAR Real estate development  Mainland China 50% 50% 40%
(Langfang Wanheng Shengye Property Development Co,,
Ltd) ("Langfang Wanheng") (note (i)
BHBERXFEHERFERAA(HBHEE]) FiERR FE A,
(P £ )
IRABENEEERAA Real estate development Mainland China 51% 51% 40%
(Beijing Minmetals Vanke Real Estate Co., Ltd) (“Beijing
Minmetals Vanke") (note (i)
TREBEMBEEERARD ((ERABER D (M) BEHEERR FE A,
AEMEREEEXBERAA Real estate development  Mainland China 49% N/A 49%
(Tianjin Yijiahe Real Estate Company Limited) (“Tianjin
Yijiahe") (note (i)
AETREAEFARAR ((REEEA DR HBHERR B A TER
RS RBBEEARDA Real estate development  Mainland China 50% N/A 40%
(Hunan Greenland Financial City Property Development
Co,, Ltd) ("Hunan Greenland”) (note (ii))
MBS BMEEBRAR (D& D) () BHERR FE A, TEA

Notes:

@)

The companies are F4h& B % established in Mainland China
with operating periods of 30 years. The Group accounts for its
investments in these companies as associates as it only exercises
significant influence over the investees by minority representation
in the board of directors. Pursuant to shareholders’ agreements, the
Company has the right to cast 40% of the votes at shareholders’
meetings of Langfang Wanheng, and 40% of the votes at
shareholders’ meetings of Beijing Minmetals Vanke.

During 2020, the Group acquired 49% of equity interest of Tianjin
Yijiahe and 50% of equity interest of Hunan Greenland. The Group
accounts for its investments in these companies as associates as it
only exercises significant influence over the investees by minority
representation in the board of directors. Pursuant to shareholders’
agreements, the Company has the right to cast 49% of the votes at
shareholders’ meetings of Tianjin Yijiahe, and 40% of the votes at

shareholders” meetings of Hunan Greenland.
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MsE

0] ZE XA BN B AL 5
BELE EEHRNF - -ARA
SEENZWERE T EERBES
BLBRRTEERATZEN  BH
BRZEARZREARY R E
RAE e RBEBBRRGE  ARF
RESTI & BERA G R B 40%HIIR R
B UARRIERABESHRRAE
FrH40%H) IR RHE -

(i) R-ZEZTF  AEEKBERZE
524 499% HY RR e K 58 R 4% b 509 A IR
AR ANEEHNZWREHE
EEBREFSLHRRITEEAY
27 WHERZEARZEEA
BRI A B & A F) o IRIBAE R R 1
FARATRKERBEAREARE
FrH49% MRS - AR R AR
% BE K & 15 400 H) 5 ZZAHE ©
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For the year ended 31 December 2020 BZEZT_ZTF+_A=+—HILFE

16. INTERESTS IN ASSOCIATES (CONTINUED)
(b) Summarised financial information of

associates

Summarised financial information in respect of material
associates of the Group is set out below. The summarised
financial information below represents amounts shown in
the associates’ financial statements prepared in accordance
with HKFRSs.

All of these associates are accounted for using the equity

method in the consolidated financial statements.

(b)

16. RE;E N T 2 = |m)

BEQRZMBENRE

AEBEABMENTZHBKER
BESIE T o T 5875 &R
REEINBE AR BHRE
NZEBHIRBEBEWBREE
AlmE

MAZSHE QAR RAREER

REFBUBHRALR

Langfang Wanheng BBty B e
2020 2019
e —E-NF
HK$’000 HKS$'000
FER FHET
Current assets MENEE 2,569,965 2,344,867
Non-current assets ERBEE 3,323 2312
Current liabilities mEBEE 2,240,483 2,025,664
2020 2019
e i ZTNEF
HK$'000 HKS$'000
FHERT FHT
Loss for the year REEEE (8,911) (7,559)
Other comprehensive income/(expense)  AFEH L2 E
for the year WA/ (FAX) 20,201 (7,232)
Total comprehensive income/(expense) REEZ2EBA
for the year (FZ) 1% 11,290 (14,791)
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16. INTERESTS IN ASSOCIATES (CONTINUED)

16. REE N Tl 2 = @|)

(b) Summarised financial information of (b) BBEENT 2 BEREE

associates (Continued)

Reconciliation of the above summarised financial

(&)

Lt B E R B SRRy BB R

information to the carrying amount of the interest in REVBRRAMER 2 =R
Langfang Wanheng recognised in the consolidated EE 2 H AR
financial statements:
2020 2019
e —E-NF
HK$’000 HKS$'000
FER FHET
Net assets of the associate B N A2 BAEFEE 332,805 321,515
Proportion of the Group's interest AEERBHEEZ
in Langfang Wanheng T 2 b 151 50% 50%
HK$’000 HK$'000
FET FH&T
Carrying amount of the Group's interest ~ NEBR Y & 18
in Langfang Wanheng a2 lREAE 166,402 160,757
Beijing Minmetals Vanke REBRBER
2020 2019
—E-®HF —TNF
HK$’000 HK$'000
FTER FHET
Current assets MENE E 2,123,140 1,956,008
Non-current assets SEMBE E 3,579 1,003
Current liabilities mBEE 79,688 69,553

F-112

255

ETHEEFHET

R .



256

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

Notes to the Consolidated Financial Statements

iR e SRR R

For the year ended 31 December 2020 BZEZT_ZTF+_A=+—HILFE

16. INTERESTS IN ASSOCIATES (CONTINUED)

(b) Summarised financial information of

16. RELE N T 2 % @)
(b) BEQATRZHEERBRE

associates (Continued) (&)
Beijing Minmetals Vanke (Continued) IREBEER (E)
2020 2019
e i ZTNEF
HK$'000 HKS$'000
FET FHET
Revenue for the year REZHRA 22,961 —
Profit for the year NGyl 35,979 37
Other comprehensive income/(expense)  AFEEH M2
for the year WA/ (FX%) 123,594 (42,235)
Total comprehensive income/(expense) REEZEBA
for the year (Fx%) %% 159,573 (42,198)

Reconciliation of the above summarised financial
information to the carrying amount of the interest in

EXHMBENRZRILRAREE
RRERE M B mER A PTRER &

Beijing Minmetals Vanke recognised in the consolidated = AREE 2 ¥R
financial statements:
2020 2019
e —E-NF
HK$’000 HKS$'000
FER FHET
Net assets of the associate BN A2 BEFRE 2,047,031 1,887,458
Proportion of the Group's interest REBRIERATE
in Beijing Minmetals Vanke SRz =L 51% 51%
HK$’000 HKS$'000
FER FHET
Carrying amount of the Group's interest ~ ANEBE R R AT
in Beijing Minmetals Vanke ERER 2
FREE 1,043,986 962,604
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16. INTERESTS IN ASSOCIATES (CONTINUED)

(b) Summarised financial information of

associates (Continued)
Tianjin Yijiahe

16. REEE N T 2 &= ()
(b) BEQATRZHEERBRE

(&)

XREEE

As at

31 December

2020

R=F=%FF

+=HA=
HK$’000

+-8

FHET

As at

2 September
2020

(Date of
acquisition)
R_ZB_ZTF
NAAZH
¢ 1=D)
HK$'000
FHT

Current assets

Non-current assets

Current liabilities

Non-current liabilities

MENEE

FRBEE

mENA

o

g
/

FRBAME

24,504,639

22,206,104

5,177

113

15,179,132

13,066,543

<257

5,451,521

5,412,031

From

2 September 2020

(Date of
acquisition) to

31 December 2020

BE-E-%F
A=A
(kggR)=

—E-TF

+—RA=+—8H

HK$'000
TET

Loss for the period

Other comprehensive income for the period

Total comprehensive income for the period

AN EAFE &R

7 A E At 2 TE U A

ANEAFE 2 E A KRR

F-114

(40,831)

192,351

151,520
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year ended 31 December 2020 HEZZT-_TF+_A=1+—BILFE

INTERESTS IN ASSOCIATES (CONTINUED)

(b) Summarised financial information of
associates (Continued)
Tianjin Yijiahe
Reconciliation of the above summarised financial
information to the carrying amount of the interest in

16. RELE N T 2 % @)
(b) BEQATRZHEERBRE
(&)
XEEEL
EXHEANEERREEEA
WA BRI N TR s

T u

/1N

Tianjin Yijiahe recognised in the consolidated financial REEHE:
statements:
As at
As at 2 September 2020
31 December (Date of
2020 acquisition)
P
R-ZZB-EF AAZ=H
+=-BA=+-—H ¢ 4=D)
HK$’000 HKS$'000
FER FHET
Net assets of the associate Bt N A2 AEFEE 3,879,163 3,727,643
Proportion of the Group's interest AEBRRREERA
in Tianjin Yijiahe e Eodndlll 49% 49%
HK$’000 HK$'000
FERT FH&T
Carrying amount of the Group's interest ~ KEBRKZERS
in Tianjin Yijiahe a2 REE 1,900,790 1,826,545
Bargain purchase gain arose in the acquisition of WEXERESELCEEREE
Tianjin Yijiahe Yaz
HK$'000
FHT
Consideration transferred EEBERE 1,666,816
Less: fair value of 49% equity interest acquired B FTUE40% IR AN 2 R E (1,826,545)
Bargain purchase gain HEBE RS (159,729)
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16. INTERESTS IN ASSOCIATES (CONTINUED) 16. REE N Tl 2 = @|)

(c) Information of associates that is not () BERMSEFRERZEERQ
individually material AER
2020
—E-EfF
HK$’000
FHET
The Group's share of profit for the year NEE AR FEE WS 10,582
The Group's share of other comprehensive income 7N 52 [ & {5 £ 4 % 1 g 25 17,822
The Group's share of total comprehensive income 7% B fE{h & m Uk 25 4258 28,404
17. INTERESTS IN JOINT VENTURES 17. REE ARz
(a) Investments (@) RE
2020 2019
—E-®HF —TNF
HK$’000 HK$'000
FET FHT
At beginning of the year F4 84,701 97,028
Additions ¥ 107,421 —
Exchange differences b H =58 6,212 (1,947)
Share of results of joint ventures DiHEERAIEE (2,260) (10,380)
At end of the year Fx 196,074 84,701

F-116
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For the year ended 31 December 2020 BZEZT_ZTF+_A=+—HILFE

17. INTERESTS IN JOINT VENTURES
(CONTINUED)

Details of the Group'’s joint ventures are as follow:

Name of entity

BEEEE

Principal activities

ETREHK

(a) RE @
AEEZABAFAREOT

Place of incorporation

and operation

B AR 3t B

Proportion of equity
interest held
by the Group

FEEBERE
RS LB
2020 2019

—g-%F —T-NF

BEMNEREHEMREERAR
(Gekuangli Nanjing Property
Development Co. Ltd.) (“Gekuangli”)
(note (i)

BEMNEREHEMREERAAR
(TEmA 1) (F3E@)

EAREMNeFEEREFR AR
(Nanjing Kuanglijin Property
Development Co. Ltd.) (“Kuanglijin”)
(note (i)

EAREMNeFEEREAFR AR
(TEAM & 1) (H3EW)

BMNZEEHERERRA R
(Guangzhou Anhe Real Estate
Development Co. Ltd.)
("Guangzhou Anhe”) (note (i)

BMNZEEMmERERRA R
(TEMZE 1) (FFE®D)

MEBEEEXRERERAA
(Hunan Kuangmeng Property
Development Co., Ltd.)
("Hunan Kuangmeng”) (note (i))

MEEEEXREERAA
(DAmmE 1) (HE0)

REERAREXRRERBR A A
(Chengdu Xiangcheng Minmetals

Urban Development Co., Ltd.) (note (i)

Real estate development

FHEER

Real estate development

FHEER

Real estate development

B EER

Real estate development

B EER

Real estate development

REERABEEXRERBRAA FibEE R
(B aE )
Note:
(0] The companies are joint ventures established by the Group and

other investors in Mainland China with operating periods of 30

years. The Group accounts for its investments in these companies

as joint ventures as it exercises joint control over the investees

through its voting rights, as unanimous consent is required for the

relevant activities.
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Mainland China

A

Mainland China

B A

Mainland China

R E R

Mainland China

RE R

Mainland China

B R

GEE

33.9% 33.9%
39.8% 39.8%
10% 10%
50% N/A
NEM

90% N/A
E M

FZERRRAEE L BEAME M
REERIZAERR  BEHRA
30%F - IR AKEEBREE LR
BREDTEARZEH (AREREEE
BE—BRAE)  REBRZERF
ZREANRIABEERT -



17. INTERESTS IN JOINT VENTURES

(CONTINUED)

(b) Information of joint venture that is not

individually material

As at 31 December 2020, none of Group's joint venture is

individually material.

17. K&

ENT 2R E

(b) BERMSEYFRERZEER

Al ZEH

A\ZE=FTF+=—A=+—8"
AEBETEMERNMSEANEE

YNGIIE
2020 2019
e —TNEF
HK$’000 HKS$'000
FHET FHT
The Group's share of loss for the year REERGEARFE
B8 (2,260) (10,380)
The Group's share of other comprehensive N2 @ fE(E H it 2 HE
income/(loss) WA/ (E18) 6,212 (1,947)
The Group's share of total comprehensive  Z~%< B B (G 2 H
income/(loss) WA/ (Ei8) 45 3,952 (12,327)
18. INVENTORIES 18. #&
2020 2019
—E-%F —T-NF
HK$’000 HKS$'000
FER T
Properties under development ERPYE
— located in Mainland China (a) — R A (a) 22,093,933 14,314,530
— located in Hong Kong (a) — LR B ) 5,264,423 4,781,647
27,358,356 19,096,177
Properties held for sale — FIEREME —
located in Mainland China iz 7 R B 7 3 6,935,433 5,627,173
34,293,789 24,723,350

F-118
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18. INVENTORIES (CONTINUED) 18. & @)

(a) Properties under development (a) BEAHPYWE
2020 2019
—E-%F —T-NF
HK$’000 HK$'000
FERT FAT
Land use rights T AR 20,639,030 14,759,772
Construction costs B A 6,719,326 4,336,405
27,358,356 19,096,177

The carrying amount of leasehold lands is measured at
cost less any accumulated depreciation and any
impairment losses. The residual values are determined as
the estimated disposal value of the leasehold land
component. No depreciation charge is made on the
leasehold lands taking into account the estimated residual
values as at 31 December 2020.

As at 31 December 2020, properties under development
with carrying amount of HK$7,148,541,000 (2019:
HK$4,946,825,000) have been pledged as collaterals for
bank borrowings (Note 29 (a)).
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T E £ 3 i T (B 32 A AR (] R
AHITE REMREEBRGE - &R
BEEEA/EE LSO
EEE - -KARR_ZFT_FF
TZA=+—HHMHGRE B
EHHE T AHRTER ©

RZEZZTF+=ZA=+—H"

BR T {8 /57,148,541,00078 7T (= &
—JLEE © 4,946,825,00078 7T ) KIS E
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19. PREPAYMENTS, TRADE AND OTHER 19. ARRIE - EZRHEMEWR
RECEIVABLES IE
2020 2019
—EBZEF —ZE-NF
HK$’000 HKS$'000
FET AT
Trade receivables, net (b) B SR GRIE - F (D) 148,085 414,923
Deposits e 108,798 55,501
Prepayments (c) TE AT FRIE (o) 1,386,652 880,309
Prepayments for land cost (d) FEAT T HBAK AR (d) 7,574,521 4,608,941
Loans to non-controlling shareholders ERXTHWEBRAAZ
of subsidiaries (Note 43(b)) FEFE R AR R (WT43 b)) 2,530,870 2,787,988
Amounts due from associates J"iqﬁlﬂﬁﬁ%ﬁﬁ KA
(Note 43(b)) (MFEE43(b 981,496 58,010
Amounts due from joint ventures fﬂﬂlAMﬂ* KIE
(Note 43(b)) (Bt 3E43(0) 4,453,634 4,122,198
Loan to an associate (Note 43(b)) ERT—REE QA
(B 3E43(0) 106,939 781,425
Loans to joint ventures (Note 43(b)) ERTEERA
iEZES 186,077 116,770
Amounts due from fellow subsidiaries FE UL A %l‘ﬁ%@ Al
(Note 43(b)) I (B FE43(b)) — 9,489
Others Hh 188,882 98,597
17,665,954 13,934,151
(@  The carrying amounts of prepayments, trade and other @ WBENZE-ESH &,EHMEH&
receivables are denominated in the following currencies: ZE\E@TQT&MTW B3| BR
2020 2019
—E-EHF —ZE-NEF
HK$’000 HKS$'000
FET FAT
HKS BT 149,736 143,365
Renminbi ("RMB") ARB(TAR®]D 17,516,203 13,790,706
Macao pataca (“MOP") SRPTEE ([RFI%E ) 15 80
17,665,954 13,934,151
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19. PREPAYMENTS, TRADE AND OTHER

RECEIVABLES (CONTINUED)
The aging analysis of trade receivables based on due date
for rental receivables, date of properties delivered to
purchasers and billing date of construction services

(b)

FRIE (@)

19. ANRE - ESZREMER

by REKEESIHE HEINT
EXMEHMERBRERBH
REAHE D B REIAL

certified is as follows: BRER DT -
2020 2019
—B-%F —E-NF
HK$’000 HKS$'000
FHERT T T
0 to 90 days 0£90H 98,032 128,645
91 to 180 days 91£2180H 6,052 110,378
181 days to 1 year 18BHE—F 20,647 22,961
1 year to 2 years —FEMF 8,690 75,072
Over 2 years M LA 46,506 124,816
179,927 461,872
Less: Allowance for impairment W BERE (31,842) (46,949)
148,085 414,923

Movements in the allowance for impairment of trade

FLE 5 RUGRIRIE H 2 BUE R R

receivables are as follows: ZEEBIT
2020 2019
—E-EF —ZE-hF
HK$’000 HKS$'000
FER FHET
At beginning of the year F4) 46,949 51,576
Exchange differences b H =58 1,044 (916)

Allowance for impairment/(reversal of WERECRE

impairment), net O #) - FE 9,992 (3,711)
Written off i 54 (2,248) —
Disposal of subsidiaries HEMB AR (23,895) —
At end of the year FIR 31,842 46,949

Details of impairment assessment of trade and other

receivables are set out in Note 42(a)(ii).
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19.

20.

PREPAYMENTS, TRADE AND OTHER 19. FENFIE - EZREMEWK

RECEIVABLES (CONTINUED) IE (@)

() As at 31 December 2020, prepayments include prepaid © RZEZZEF+=ZA=1+—8"
taxes and other charges of approximately HK$1,291,725,000 FENFIERERMANTIEREME
(2019: HK$826,753,000). F8 491,291,725,0008 L (ZZE — A,

F 1 826,753,000/ 7C) °

(d As at 31 December 2020, prepayments for land cost d RZZEZZEF+=—HA=1+—8"
represent payments to the PRC Bureau of Land and TET = Hb AR S 38 BE 5 A B A b ik
Resources for the acquisition of lands in Mainland China BN THEETERD
and the amount will be reclassified to inventory upon ZRIE Mk SBEBRERE T
issuance of land use rights certificates. HERAEEEERATE -

(e)  The other items within trade and other receivables do not ) EBSAHMEWFIEANZEMIF
contain past due or impaired assets. BT BEEAMHKEREEE -

The maximum exposure to credit risk at the end of the reporting RBEHKRB 2 &aEERR ) i fE

period is the carrying amount of receivables mentioned above. WRIE 2 BRTE M o Z’»‘E@Iﬂ%ﬁﬁﬁ

The Group does not hold any collateral as security. B EEA -

CONTRACT ASSETS 20. ENEE

2020 2019
—E-EF —E-NEF
HK$’000 HKS$'000
FHER FHET

Construction services R 146,587 358,918

Retention receivables e U R E & 56,559 141,521

At end of the year FK 203,146 500,439

As at 1 January 2019, contract assets amounted to approximately
HK$453,833,000.

The contract assets from construction services primarily relate to
the Group's right to consideration for work completed and not
billed because the rights are conditioned on the Group's future
performance. The contract assets are transferred to trade
receivables when the rights become unconditional, typically
upon the issuance of certifications.
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20.

21.

CONTRACT ASSETS (CONTINUED)

Retention receivables are included in contract assets until the
end of the retention period as the Group’s entitlement to this
final payment is conditional on the Group's fulfillment of its
quality warranty obligation. As at 31 December 2020, retention
receivables with carrying amount of HK$22,369,000 (2019:
HK$69,766,000) are expected to be recovered after twelve
months from the end of the reporting period.

The Group classifies these contract assets as current because the
Group expects to realise them in its normal operating cycle.

BRNEE@®
ERREESHAGHNEE  EERIED
HERIE - B ARE B EGZ & & T 5
BANAEEENEEERBTETAIK
H-BE_ZE_ZTF+_A=+—8"
R T (822,369,000 7T (ZF — L& -
69,766,000/ 7T ) & & UL (R [El & T8 Hi 18 A
MEHE+ —@ABUKD -

20.

AEERBZERNEENERRDE
E RRASASEANBERNELEEE

BHABZEEERR -
CONTRACT COSTS 21. XK
2020 2019
—ECEF —E-NF
HK$’000 HKS$'000
FET FET
Sales commissions HEME 91,741 15,237

Contract costs relate to the incremental sales commissions paid/
payable to property agents whose selling activities resulted in
customers entering into sale and purchase agreements for the
Group's properties. Contract costs are recognised as part of
selling and marketing expenses in the consolidated statement of
profit or loss in the period in which revenue from the related
property sales is recognised.
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22. FINANCIAL ASSETS AT FAIR VALUE 22. EFRHEMEEKFZRAAE

THROUGH OTHER COMPREHENSIVE AR CHBERE
INCOME
2020 2019
—B-%F —E-NF
HK$’000 HKS$'000
FHER T
Listed equity securities in Hong Kong REB LT ZRAFS
At beginning of the year F1) 1,398,952 811,254
Fair value (loss)/gain recognised in REMEEKEERZ
other comprehensive income ARE(BR), W (576,174) 587,698
At end of the year FIR 822,778 1,398,952
The Group's equity securities investment is measured at fair value REERFEPRBAOBRAZTHRER
at the end of the reporting period: N EEHE -
Fair value as at
31 December 31 December Fair value Valuation technique(s)
Financial assets 2020 2019 hierarchy and key input(s)
—EC-EF —T—NF B BT R
MBEE +=HA=+—-8 +=ZA=+—8 2AR/RELH TEBRABE
HK$'000 HK$'000
FHET FHET
Financial assets at fair value through other comprehensive 822,778 1,398,952 Level 1 Quoted prices in
income — Listed equity securities an active market
FREMEHABSEEAREFAECHBEE — £ RERT ISR EEE AE
ETRAES
The equity securities investment has been designated at fair BAZBHFKRECEEREBEMEEK
value through other comprehensive income, which, in the HIEAREHE MESERAEEHAR
opinion of the Directors, resulting more relevant information for SERBEEERATAENT - HE
the Group's financial instruments based on how the Group FHENTBIABBRER - FAER
manages its equity instruments. Dividend income recognised BLF KT BN ZSRE SRR B
during the year related to those investments held at end of the A 553,008,000 T (ZF — L& !
year is HK$53,008,000 (2019: HK$50,703,000). There is no disposal 50,703,000/ 7T ) © P A & F [ fE A 2 P
or transfer of the cumulative gain or loss within equity during B NS % Rt s s iE -
both years.
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23. OTHER FINANCIAL ASSETS/LIABILITIES 23. HhBIBEE &&

2020 2019
—E-EF —ZE-hF
HK$’000 HKS$'000
FER FHET
Other financial assets HEtyBEE
Derivatives under hedge accounting 5 Diaak =1 ol N 7 = =
Cash flow hedges — Interest rate swap (a) RemEBEHP — Fj=
= H () — 19,771
Other financial liabilities Hty et
Derivatives under hedge accounting HWhEst T2iTET A
Cash flow hedges — Interest rate swap (a) BeRash — FX
= 8 (a) 59,846 25,713
(a) Cash flow hedges: (a) REREHH
At the end of the reporting period, the Group had the RMERR XEBEEES T3
following interest rate swap contracts designated as highly EAE R = E A B R T AR H =
effective hedging instruments in order to manage the RHEH  EUHEEAREERIZ
Group’s interest rate exposure in relation to the bank FEF R B 2 RITERATE S
borrowings on a floating interest rate basis. B ) 2 [ ez
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23. OTHER FINANCIAL ASSETS/LIABILITIES
(CONTINUED)

(a)

Cash flow hedges: (Continued)
The terms of the interest rate swap contracts have been
negotiated to match the terms of the respective

designated hedged items. The major terms of these

contracts are as follows:

31 December 2020

Notional amount

ERTHE

Maturity
EIps

23. Hittpi B EE BfFE@w

(a) BEREBEH : (@)

M A NIRRT R IERE
E RS SHEEEELE AR
B - ZF AN EHRRM
T~

—F-FF+=-HA=+—H

Swaps

=14

Other financial assets
HK$3,600,000,000

Hi s EE
3,600,000,0007% 7T

Other financial liabilities
HK$1,000,000,000

HEiBBaE
1,000,000,0007 7T

HK$1,000,000,000

1,000,000,0007 7T

Already matured in June 2020

ER—FT_FF AR

October 2022

—F-—%+H

January 2024

—E_|mFE—H

During the year, fair value loss of HK$53,904,000 (2019:

HK$36,033,000) have been

recognised in other

comprehensive income and accumulated in equity.
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24. CASH AND BANK DEPOSITS,

24. IRHFBRESRBITEX

RESTRICTED
2020 2019
—ECEF —E-NF
HK$'000 HK$'000
FET FET
Restricted cash SR HI3R & 194,085 42,702

The carrying amounts of restricted cash are denominated in the
following currencies:

HRHR e 2 REETIATINERDIE -

2020 2019

—E_EHF —E-NF

HK$’000 HK$'000

FTHT T T

HKS BT 176,892 —
RMB AR 17,193 42,702
194,085 42,702

As at 31 December 2020, the weighted average effective interest
rate was 0.19% (2019: 0.30%) per annum.

The maximum exposure to credit risk at the end of the reporting
period is the carrying amount of cash and bank deposits.

The restricted cash represents (i) performance deposits for
construction projects; and (i) guarantee deposits for the benefit
of mortgage loan facilities granted by banks to the purchasers of
the Group's properties.
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25. CASH AND BANK DEPOSITS,

25. FERFRERBITER

UNRESTRICTED
2020 2019
—EBZEF —ZE-NF
HK$'000 HK$'000
FET AT
Cash at banks RITHES 7,854,934 2,856,340
Short-term deposits RHER 383,559 993,666
Cash on hand FHEIBE 23 92
Cash and bank deposits e MRITIFR 8,238,516 3,850,098

As at 31 December 2020, the weighted average effective interest
rate of short-term deposits was 0.88% (2019: 2.59%) per annum.

The carrying amounts of cash and bank deposits are
denominated in the following currencies:

R-E-_TF+_A=+—H8 EH7F
K MEFERFFEF088% (=T
— L 1 259%) °

R RBIFRZEEETATIIEE
518k

2020 2019

—ECEF —E-NF

HK$'000 HK$'000

FET FAT

HKS BT 346,159 779,242
RMB AR 7,872,978 2,981,146
uss$ ETT 10,622 89,195
MOP pilikis 8,757 515
8,238,516 3,850,098

The maximum exposure to credit risk at the end of the reporting
period is the carrying amount of cash and bank deposits.
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26. SHARE CAPITAL

26. IR A

2020 2019
—s-2xF e
Number of Number of
shares Amount shares Amount
R &1 &8 % & k-t
‘000 HK$'000 ‘000 HK$'000
TR FAT TR FaR
Authorised: JETE
Ordinary shares of HK$0.1 each BREEIATT
Tk 10,000,000 1,000,000 10,000,000 1,000,000
Issued and fully paid: BEETRES:
Ordinary shares of HK$0.1 each SFREBEIBT
TR
Balance at beginning and FORFHRER
end of the year 3,346,908 334,691 3,346,908 334,691
27. RESERVES 27. f#&
Capital Investments  Cash flow
Share  Contributed ~ redemption revaluation hedging  Revaluation Other  Exchange  Retained
pvemium surplus reserve reserve reserve reserve reserve reserve eamings Total
&% RE ReH
REEE REEH® WEEE ERRE  BREE  EREE  HB8H  EXER  REEA 2%
G000 HKSOD  HKSO0D  HKSOOD  HKSO00  HKS00 SO0 HKSOOD  HKSO00  HKSO00O
FiEn Fin Tn Tin TEn FiEn FiEn FiEn Tn Tin
(note (a)) (note (b)) (note (c))
(Hita) (R ) (Bit)
Balance as at 1 January 2019 RZE-NE-A-BkH 4751 515336 769 13517 30091 4359 (UG (05005 43036 8033017
Fair value gain of finandial assets at far value through BRAMRENRRO BHEZHBEE
other comprehensive income MELZ DR ERE - - - 587,698 - - - - - 587698
Fair value loss on hedging instruments in cash flow hedges ERUMRNERIAZ DA ERE - - - - (36033) - - - = (36033)
Currency translation adjustments ERAZE = = - - - - - (402,048) - (402,048)
Gain on partial disposal of equity interest in a subsidiary HER-FHBAR B R ha = - - - - - 1584 - - 1584
2018 final dividend paid KHZF-NERERS = = = = = = = = 67753 (67753)
Profit for the year FEEA - - - = = = = = 942689 942689
Balance as at 31 December 2019 RZE-NETZA=T-BES 421511 515336 769 841215 (5942) 4359 (09864 (14715 4975060 889154
Fair value loss of financial assets a far value through FRAMR AR BHEZHBLE
other comprehensive income FEL AL EER - - - (576174 - - - - - (576,174)
Fair value loss on hedging instruments in cash flow hedges B IHRIA DA EER - - - - (53904) - - - - (53904
Currency translation adjustments ERHE = = - - - - = 1,177,689 = 1,177,689
Gein on partial disposal of equity interests in subsidiares HERKBARY ey - - - - - - 12,878 - - 12878
2019 final dividend paid TH-Z-NERERE - - - - - - - - (67,753)  (267,753)
Proft for the year FEEH - - - - - - - - N30 1370
Balance as at 31 December 2020 RZE-RETZAZT-BES 4275172 515336 769 265041 (59,846) 4359 (296986)  (259,464) 4819879 9,264,260
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27. RESERVES (CONTINUED)

Notes:

(@)

(b)

Contributed surplus mainly represents the excess of the fair value of shares
in Minmetals Land Investments Limited acquired by the Company over the
nominal value of the new shares of the Company issued pursuant to the

share exchange agreement.

Under the Companies Act of Bermuda, contributed surplus is distributable
to shareholders, subject to the condition that the Company cannot declare
or pay a dividend, or make a distribution out of contributed surplus if (i) it
is, or would after the payment be, unable to pay its liabilities as they
become due, or (i) the realisable value of its assets would thereby be less
than the aggregate of its liabilities, issued share capital and share premium

account.

Other reserve represents the differences between the amount by which non-
controlling interests are adjusted and the fair value of consideration paid or
received when the Group acquired or disposed of partial interests in
existing subsidiaries.

As stipulated by regulations in Mainland China, the Company’s subsidiaries
established and operated in Mainland China are required to appropriate
a portion of their after-tax profit (after offsetting prior year losses) to the
statutory reserves at the rate of 10%. The appropriation as at 31 December
2020, amounting to approximately HK$1,016,711,000 (2019: HK$999,927,000),
was included in retained earnings at 31 December 2020.

28. PERPETUAL CAPITAL INSTRUMENTS

27. & @

MEE

(@)

(@)

BEHABHBEEZEARR AR EMINmetals
Land Investments Limited B% 17 < 2 £ BB
ARABIBRD ZRBBEBITHRGD Z K
NEEZZE -

REBFREQRL  BEHAKAHIIK TR
R BETIIERTARA TS KRS
BB IREMER : () AR RHREHR
ER D IRER REE S EIHEE - AR
AEEZAZREEKEAMEREAE B
BT R Bt i (B BR 2 48D o

HisfEIF R RSB ESRER
SEWBERHEREHEBE RS EiE
BENKERNRENAABEZRNER -

AR AR BIARE - AR R B R L
kBB RARARBIBRBE®F (T
HETFBRBE)BAZERE LER
0% R-Z_FTF+-_A=1+—H FH
B 51,016711,0008 T (ZF—NF -
999,927,000 7T) ' EBFEE T =T F
+ZA=+—BHRBEFNZA -

28. KAEAXTH

2020 2019

—E2-FF —TNEF

HK$’000 HK$'000

FET FiET

Perpetual loan (note (a)) KXABF Wi (K@) 2,378,366 2,234,464
Perpetual securities (note (b)) XA FEH (D)) 1,569,173 1,569,183
3,947,539 3,803,647
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28. PERPETUAL CAPITAL INSTRUMENTS
(CONTINUED)

Notes:

(@)

On 28 December 2017, a wholly-owned subsidiary of the Company (the
"Borrower”), a fellow subsidiary and a bank (the “Bank”) have entered into
an entrustment loan agreement (the “Perpetual Loan Agreement’),
pursuant to which the fellow subsidiary shall entrust the Bank to lend
RMB2,000 million (the “Perpetual Loan”) to the Borrower. The Perpetual
Loan bears interest at the benchmark interest rate for loans over five years
as quoted by the People’s Bank of China per annum. Interest payments on
the Perpetual Loan are paid annually in arrears from 28 December 2017
and can be deferred at the discretion of the Borrower. Neither the fellow
subsidiary nor the Bank could request for repayment of the principal and
accrued interest save and except for when the Borrower elects to repay the
principal and accrued interest at its sole discretion, or in the event of
liquidation. Under the Perpetual Loan Agreement, no guarantee of any kind
is required to be given by any member of the Group to either the fellow
subsidiary or the Bank for the Perpetual Loan. As the Group has the right to
defer the repayment of the principal and accrued interest at its sole
discretion, it has no direct or indirect contractual financial obligation to pay
cash or other financial asset in respect of the Perpetual Loan, thus, the
instrument is therefore classified as equity in the consolidated statement of
financial position.

On 17 May 2018 (“Issue Date"), a wholly-owned subsidiary of the Company
(the “Issuer”) issued US$ denominated senior perpetual capital securities
(the "Perpetual Securities”) with an aggregate principal amount of
US$200,000,000. The Perpetual Securities were issued at par value with
initial distribution rate of 7.00% per annum. The Perpetual Securities were
recorded as equity, after netting off related issuance costs of approximately
US$1,800,000.

The Perpetual Securities confer to the holders a right to receive distribution
at the applicable distribution rate from the Issue Date semi-annually in
arrears in equal instalments on 17 May and 17 November of each year,
commencing on 17 November 2018, and may be deferred at the discretion
of the Issuer unless compulsory distribution payment events (including
distributions to shareholders of the Company) have occurred. The
distribution rate shall be (i) in respect of the period from, and including, the
Issue Date to, but excluding 17 May 2021 (the “First Call Date”), at 7.00%
per annum and (i) in respect of the periods (A) from and including the
First Call Date to, but excluding the immediately following reset date and
(B) from, and including, each reset date falling after the First Call Date to,
but excluding, the immediately following reset date, the sum of (a) the
initial spread of 4.338%, (b) the treasury rate and (c) 5% per annum. A reset
date is defined as each of the First Call Date and each day falling on the
expiry of every three calendar years after the First Call Date.

As the Group has the right to defer the repayment of the principal and
accrued interest at its sole discretion, it has no direct or indirect contractual
financial obligation to pay cash or other financial asset in respect of the
Perpetual Securities, thus, the Perpetual Securities are therefore classified as
equity in the consolidated statement of financial position.
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29. BORROWINGS

29. &K

2020 2019
—E-EF —E-NF
HK$’000 HKS$'000
FER FAT
Non-current EME
Bank borrowings, secured (a) WITIE - BB Q) 2,966,733 2,730,917
Bank borrowings, unsecured (a) RITER - EEF@Q) 11,084,799 3,464,076
Guaranteed bonds, unsecured (b) ERES  BEE D) 964,345 3,296,288
15,015,877 9,491,281
Current meh
Bank borrowings, secured (a) RITIER - BEHR Q) - 6,788,084
Bank borrowings, unsecured (a) |ITER - BER ) 1,955,715 293,542
Guaranteed bonds, unsecured (b) BRES  BEF D) 2,322,943 —
Loan from a non-controlling shareholder of ~ —KKIB A A —%
a subsidiary, unsecured (Note 43 (b)) IR 2 B
B (FRE43(b)) 276,588 114,995
Loan from a fellow subsidiary, unsecured —XRARMBRAFZ
(Note 43 (b)) B \EA
(Ft3E43(0) - 39,071
Other borrowing, unsecured H S EIEA — 26,931
4,555,246 7,262,623
19,571,123 16,753,904
(a) Banking facilities (a) HITELE

The Group's aggregate banking facilities, including bank
borrowings, as at 31 December 2020 amounted to
approximately HK$24,141,578,000 (2019: HK$19,460,138,000),
of which approximately HK$8,045,481,000 (2019:
HKS$6,126,702,000) was unutilised. As at 31 December 2020, the
collaterals for the banking facilities are as follows:

it

) Properties under development with carrying amounts
of approximately HK$7,148,541,000 (2019:
HKS$4,946,825,000);
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RZETF+=-—H=+—8"
AEBZIRITRVE 58 (BIEIRTT
f& 2 49 &24,141,578,00078 7T (=
T — L4 : 19,460,138,00058 7T)
H AR R B) A B & 49 48,045,481,000
BT (ZZ— 15 1 6,126,702,00075
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29. BORROWINGS (CONTINUED) 29. 18K (@)
(a) Banking facilities (Continued) (a) S|ITRLE (&)
(i)~ 100% equity interest in a subsidiary; and iy —REIMBAEZ100%[% A
=R
(i) Corporate guarantees given by the Company. (i)  AABPEZ A RIER -
(b) Guaranteed bonds (b) ERE2

(i)  On 26 April 2013, the Group issued the guaranteed i) RZE—=FWEA=Z+~
bonds (“2013 Guaranteed Bonds") with a principal B AXEEZETERES
amount of US$225,000,000 and US$125,000,000 (IZT—=F#RFREF])
bearing interest at the coupon rate of 5.50% and & 2 %85 Al £225,000,000
6.50%, per annum respectively, the 2013 Guaranteed 3£ 7T }.125,000,000%€ 7T © &
Bonds of US$125,000,000 will be matured on 26 H F M X5 5l /A5.50%M
April 2023. The 2013 Guaranteed Bonds with a 6.50% * 125,000,000 TR =
principal amount of US$225,000,000 were matured T —=FRREFHER=Z
on 26 April 2018 and repaid accordingly. The 2013 —=FMA—+/NBEIE-
Guaranteed Bonds were guaranteed by the 7N & % ¥8225,000,0003 JT &)
Company and have the benefit of a keep well deed T —FEREFERZ
from China Minmetals, the ultimate controlling Z—N\FMHA=Z+7~HE
shareholder of the Company. Upon the occurrence REE - ZT—=FERE
of a change of control triggering event, the FIBHEARBER  WXE
bondholders will have the right, at the bondholders’ AR R R AR IZER AR R
option, to require the Group to redeem all, but not hIERHA BT HE - R
some only, of the outstanding 2013 Guaranteed NEVEEZEIEZERE
Bonds at 101% of their principal amounts, together =& BEHERBEABRER
with accrued interest. If the Group would be obliged HEZZSZRRAEEHED S
to pay additional tax amounts in respect of the B (MmIEHD) REEH=-F
2013 Guaranteed Bonds as a result of any change in, —=FEREFZ101% 8 E®
or amendment to, specified tax laws or regulations, EREFTAE o M EEED
all outstanding 2013 Guaranteed Bonds may be EERSEREE ST -
redeemed at the Group's option, in whole but not in BEYAREEAR T —=4F
part, at their principal amounts together with ERESFZSREINGIE - 2
interest accrued up to but excluding the B (ERMIE D) REED
redemption date. ZE——FEREHFUER

SEZEEWERD B
BRATEREERNERE
BE A RANE -

The Group may at its option redeem the 2013 RNEE T BITEEEE AR
Guaranteed Bonds at any time, in whole but not in FAREMIEEHD » AE
part, at a Make Whole Price as of, and accrued and BEREBEL - —=F#RK
unpaid interest, if any, to (but excluding), the &% © kA (BETEIE) EL
redemption date. B EAR 8 5T H BT R AR T HY

B (nAH) -
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29. BORROWINGS (CONTINUED)

(b) Guaranteed bonds (Continued)

0]

(Continued)

“Make Whole Price” means with respect to the 2013
Guaranteed Bonds at any redemption date, the
greater of (1) the present value of the principal
amount of the 2013 Guaranteed Bonds, plus all
required remaining scheduled interest payments due
on the 2013 Guaranteed Bonds from the optional
redemption date to the maturity date (but
excluding accrued and unpaid interest to the option
redemption date), computed using a discount rate,
which the rate per annum equal to the semi-annual
equivalent vyield in maturity of the comparable
and (2) the
principal amount of the 2013 Guaranteed Bonds.

treasury issue, plus 0.50 per cent,

Early redemption options are regarded as embedded
derivatives not closely related to the host debt
instrument. The Directors consider that the fair value
of the above early redemption options is
insignificant on initial recognition and as at 31
December 2020 and 2019.

The effective interest rates of the 2013 Guaranteed
Bonds at the end of the reporting period were
6.73% for US$125,000,000 as at 31 December 2020
and 2019.
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(b) 11*1%1*% ()

(i)

()

[ R E=E =4
PR 535 (TR B 4980
UTBRSE ()= B— =4

%L%mﬁﬁﬁﬁ Bt
T ZFEREFETR
WER BSERHAMEH
TR E (BB IEEREE R
B H 89 FE 5T R AR A F B
ﬁ%%ﬁﬁwﬁﬁﬂmaﬁ
TEBREESFEFESERDY
iﬂf mEBD2050%
QZE—=FEREFHA

S
7

REELEEGAREIEER
TEWEZIEZHRAR
PTETAR -EERA LR
P B R TIX R R
—EEFR-F-NF
+—A=+t—HWAREL
REK -

RZE_EFR-_ZT—NF
‘f‘_ﬁ:‘f‘—
125,000,000 L2 =& —=
FHEREFNEREFNE A
6.73% °
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iR e SRR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

29. BORROWINGS (CONTINUED)

(b) Guaranteed bonds (Continued)

(ii)

On 18 September 2018, the Group issued the
guaranteed bonds (“2018 Guaranteed Bonds") with a
principal amount of US$300,000,000 bearing interest
at the coupon rate of 6.40% per annum, the 2018
Guaranteed Bonds will be matured on 18
September 2021. The 2018 Guaranteed Bonds were
guaranteed by the Company and have the benefit of
a keep well deed from China Minmetals, the
ultimate controlling shareholder of the Company.
Upon the occurrence of a change of control
triggering event, the bondholders will have the
right, at the bondholders’ option, to require the
Group to redeem all, but not some only, of the
outstanding 2018 Guaranteed Bonds at 101% of
their principal amounts, together with accrued
interest. If the Group would be obliged to pay
additional tax amounts in respect of the 2018
Guaranteed Bonds as a result of any change in, or
amendment to, specified tax laws or regulations, all
outstanding 2018 Guaranteed Bonds may be
redeemed at the Group's option, in whole but not in
part, at their principal amounts together with
interest accrued up to but excluding the
redemption date.

The effective interest rates of the 2018 Guaranteed
Bonds were 6.53% as at 31 December 2020 and
2019.
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(b) }1*1%15# ()
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R WRBRAR DA REIE
A% A 3R AP B A R 0 4 4
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29. BORROWINGS (CONTINUED)

(c) The maturity of the Group's borrowings is as follows:

29. & & @)

() AEEERZFHBFROT

2020 2019
—BCo2HF —E-NF
HK$'000 HKS$'000
FTHERT FHET
Bank borrowings RITIE K
Within one year —FR 1,955,715 7,081,626
In more than one year but no more —FEMF
than two years 6,307,136 286,894
In more than two years but no more ~ WFEZE RF
than five years 7,038,895 5,908,099
More than five years AFMNE 705,501 —
16,007,247 13,276,619
Guaranteed bonds ERES
Within one year —FR 2,322,943 —
In more than one year but no more —FEEMEF
than two years — 2,329,477
In more than two years but no more ~ WFEZE R F
than five years 964,345 966,811
3,287,288 3,296,288
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For the year ended 31 December 2020 BZEZT_ZTF+_A=+—HILFE

29. BORROWINGS (CONTINUED)

29. & & @)

(d) Bank borrowings totaling HK$16,007,247,000 (2019: (d) 16,007,247,000 L (ZF — N4 :
HK$13,220,803,000) are on floating interest rate basis. The 13,220,803,0007 70 ) 2 $R 77 (& %
effective interest rates at the end of the reporting period FERERGFE cRNBMEHRAZ
were as follows: BEREMELT -

2020 2019
—g-%F —E-nF
HK$ RMB HKS RMB
BT ARY BT ARE
Non-current FERE
Bank borrowings RITIER 2.02% 4.78% 446% 5.19%
Current E
Bank borrowings RITIER 1.67% - 4.76% 6.80%
Loan from a non-controlling —RMTE R A — R IEER
shareholder of a subsidiary BRE2ER - 6.18% — 6.00%
Loan from a fellow subsidiary —RAZRMBRARIZER — — = 6.00%
Other borrowing H fto 55K — — = 6.00%

(e) The fair values of borrowings approximate their carrying (e) ERzARBEHHEKRAMBMES °
amounts. The fair values are determined based on ARBENEEHBRBSREET °
discounted cash flows.

(f) The carrying amounts of the Group’s borrowings are (f) AEEERZEEEDUTIE

denominated in the following currencies:

IR -

2020 2019
=B —TNF

HK$’000 HK$'000

FTHT T T

HKS BT 14,200,829 12,816,183
RMB AR 2,083,006 641,433
uss S 3,287,288 3,296,288
19,571,123 16,753,904
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30. DEFERRED TAX 30. FEERIE
2020 2019
—EC-EE —E-AF
HK$’000 HK$'000
FET FHET
Deferred tax assets REFIBEE 442,890 639,144
Deferred tax liabilities REFHIEEE (366,366) (134,818)
76,524 504,326

The movements in deferred tax assets and liabilities during the

year are as follows:

FRECHEEERABENESHNT

Deferred tax assets BEEMEBEEE
2020 2019
—E-EF —T-hEF
HK$’000 HKS$'000
FET FHET
Tax losses MIEE R
At beginning of the year F4 30,131 38,002
Exchange differences e X ZE%8 1,317 (624)
Recognised in the profit or loss RERER 2,618 (7,247)
At end of the year FHR 34,066 30,131
Temporary difference on accruals and EBitERAREHNEEZ
contract liabilities By 2= 28
At beginning of the year F19 609,013 740,608
Acquisition of a subsidiary (Note 38(a)) Wi — KM B A A
(Bt 3E38(a)) 57,847 —
Disposal of subsidiaries (Note 39) HEMBAE (MFE39) (1,302) —
Exchange differences N E5 24,400 (14,205)
Recognised in the profit or loss e R (315,073) (117,390)
At end of the year FHR 374,885 609,013
Others Hth
At beginning of the year F7) — =
Exchange differences E N E% 1,822 —
Recognised in the profit or loss RIBz R 32,117 —
At end of the year Fr 33,939 —
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

30. DEFERRED TAX (CONTINUED)

30. iE ZE B I8 (@)

Deferred tax liabilities BEEHEEE
2020 2019
—E-%F —T-NF
HK$’000 HKS$'000
FER FHET
Fair value gain A ERE
At beginning of the year F 3,244 1,043
Acquisition of a subsidiary (Note 38(a)) Wi — KM B A A
(Kt3E38(a)) 192,792 —
Disposal of subsidiaries (Note 39) HEH B AF) (MIEE39) 14,802 —
Exchange differences E 5 ZE %8 12,232 (315)
Recognised in the profit or loss NIz R 39 2,516
At end of the year Fax 223,109 3,244
Accelerated tax depreciation IRBIBITE
At beginning of the year F1 25,432 18,353
Recognised in the profit or loss RigmER 1,524 7,079
At end of the year Fx 26,956 25,432
Undistributed retained earnings RO IR E & A
At beginning of the year F1 106,142 113,892
Recognised in the profit or loss M8 R (28,122) (7,750)
At end of the year FIR 78,020 106,142
Others Hh
At beginning of the year F4 — —
Exchange differences e X ZE5E 2,053 —
Recognised in the profit or loss RERER 36,228 —
At end of the year Fr 38,281 —
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30. DEFERRED TAX (CONTINUED)

Deferred tax liabilities (Continued)

Deferred tax liabilities of HK$140,763,000 (2019: HK$124,252,000)
have not been recognised in respect of temporary difference
associated with undistributed retained earnings of certain
subsidiaries, as the Directors currently intend not to distribute the
retained earnings outside Mainland China in the foreseeable
future.

Deferred tax assets are recognised for tax losses carried forward
to the extent that realisation of the related tax benefits through
future taxable profits is probable. Due to the unpredictability of
future profit streams, as at 31 December 2020, the Group had
unrecognised tax losses in Hong Kong of approximately
HKS$1,076,081,000 (2019: HK$919,542,000), which can be carried
forward against future taxable income and have no expiry date,
and unrecognised tax losses in Mainland China of approximately
HK$314,745,000 (2019: HK$274,975,000) which will expire at
various dates up to and including 2025.

At the end of the reporting period, the Group has deductible
temporary differences of HK$288,504,000 (2019: HK$186,464,000)
that have not been recognised as deferred tax assets as it is not
probable that taxable profit will be available against which the
deductible temporary differences can be utilised.
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iE FE B = (|
EEHEE S @)
JEFEFETE B &140,763,0008 7 (ZZE— 1
F 1 124,252,000/ 70) WELE TH B A
Al ZRDIRIRE BT B BEOERRE2E
HHER TRESERETESNA R X
TG REE B F) 5K B A IR S o

MEEHEEEERCEERBEE
THA BT =RAE 1S B ARK
JERBRMNER ZBERABR - ER K
RRF BT AN R T =
TE+-A=+—H AEEREE
A 45 88 DU 35 R PR B SR B UL 2 R T
AT E 1B 4951,076,081,00058 7T (=&
— JLEF £ 919,542,000/87T) + B #EEIHA
B MEFRBERNMESEZ RERREE
B 49 5314,7450008 L (Z & — N F ¢
2749750008 L) REE T _AF
(BIEZF) L2 TR BHAEIHE -

RIFERR - AEERAERBELER
TH & 7= /Y A] 18 B Iy 2 58 /5 288,504,000
BT (ZZ— L4 : 186,464,000/ 7T)
B &K A] B FE AR Bl m F T (L B A ]
FRR R B 2= B AR S o
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31. LEASE LIABILITIES 31. HE A&
2020 2019
—E-EF —E-NF
HK$'000 HKS$'000
FER FAT
Lease liabilities payable ERHERE
Within one year —FR 30,069 16,598
Within a period of more than one year but —FEMF
no more than two years 33,005 28,093
Within a period of more than two years but ~ FIF £ F
no more than five years 14,669 43,649
77,743 88,340
Less: Amount due for settlement after B ERBAGEETZ
12 months shown under non-current EAEERZ
liabilities G| (47,674) (71,742)
Amount due for settlement within 12 months RENAEE 21218 AR
shown under current liabilities Bz &% 30,069 16,598
The weighted average incremental borrowing rates applied to HARBEEBEMINETSIEEE KT
lease liabilities range from 4.3% to 6.0% (2019: from 4.3% to KEHEN T43%=60% (=T — NF:
6.0%). 43%ZE6.0%) °
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32. TRADE AND OTHER PAYABLES

32. EZ R HMENRKE

2020 2019
—ECEF ZE-NF
HK$’000 HKS$'000
FET FHET
Trade, bills and contract payables (b) B REREAEN
FRIE (b) 1,562,595 1,234,045
Retention payables T RE 2 23,329 44,635
Accrued construction costs, other accruals FEETEZEE R - HibfEST
and other payables B & FER IR 5,290,427 6,904,027
Rental deposits received Bk eize 9,078 17,288
Amounts due to fellow subsidiaries ARIEE I EINGIECE
(Note 43(b)) (B 3E43(0)) 1,543,209 1,372,132
Amounts due to non-controlling shareholders  FEA BT & X 7] JEI2 A IR
of subsidiaries (Note 43(b)) I (i EE43(b)) 1,792,178 394,732
Amounts due to associates (Note 43(b)) FEASTES & N B FRIE
(Bt 3E43(b)) 2,283,256 940,026
12,504,072 10,906,385
Less: Amounts due to a fellow subsidiary, B IERBARETZ
for settlement after 12 months shown 1218 A& B —=
under non-current liabilities REWBARZ
TR (438,287) —
Amount due for settlement within 12 months REIBBE N Z 1218 A8 K
shown under current liabilities et 2 &% 12,065,785 10,906,885
@  The carrying amounts of trade and other payables are @ EBHREMENKIEZREETD
denominated in the following currencies: T E A
2020 2019
—E-EF —E-NF
HK$’000 HKS$'000
FHET T
HK$ B TT 334,156 284,082
RMB AR 12,100,296 10,554,586
uss$ ETT 55,568 54,110
MOP e 14,052 14,107
12,504,072 10,906,885
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For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

32. TRADE AND OTHER PAYABLES (CONTINUED)

(b)  The aging analysis of trade, bills and contract payables of

the Group based on invoice date is as follows:

32. ES REMENFIE
b)) AEBEZSH - T%F&:.“W&“Hm
HEREZHHZRESTAT

2020 2019
—E-EF —E-NEF
HK$’000 HK$'000
FET FET
0 to 90 days 0%90H 1,048,965 721,419
91 to 180 days 91£2180H 65,538 120,425
181 days to 1 year 181BE—F 177,154 148,018
1 year to 2 years —FEMF 199,606 170,998
Over 2 years A 71,332 73,185
1,562,595 1,234,045
33. CONTRACT LIABILITIES 3. BHEE
2020 2019
—EC-EF —E-NEF
HK$’000 HK$'000
FET FBT
Sales of properties SHEY % 12,787,885 4,553,520

As at 1 January 2019, contract liabilities amounted to

approximately HKS$6,119,742,000.

The Group receives the considerations in advance from sales of
properties to customers. The advance receipts result in contract
liabilities being recognised until the customer obtains control of

the completed property.

During the year, HK$3,715,013,000 (2019: HK$5,078,766,000) of
revenue recognised relates to brought-forward contract liabilities.
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34.

35.

DEFERRED REVENUE

As at 31 December 2020, the Group had government subsidy of
HK$303,588,000 towards the cost of construction of its assets. The
amount has been treated as deferred revenue, and will be
transferred to income when the related assets are delivered to
the buyers. As at 31 December 2020, HK$303,588,000 remains to
be amortised.

PENSION OBLIGATIONS

The Group participates in a defined contribution pension scheme
and a Mandatory Provident Fund (“MPF") scheme for the eligible
employees in Hong Kong. Before 1 December 2000, a defined
contribution pension scheme was provided to certain eligible
employees employed by the Group. The Group ceased the
contributions since 1 December 2000, upon introduction of the
MPF scheme.

Under the MPF scheme, the Company and each of the Hong
Kong subsidiaries of the Company make monthly contributions
to the MPF at 5% of the employees’ cash income as defined
under the MPF legislation. Contributions by both the Company/
Hong Kong subsidiaries and their employees are subject to a
maximum of HK$1,500 per month per employee and thereafter
contributions are voluntary. The Group’s contributions to the
pension scheme and MPF scheme are expensed as incurred.

As stipulated by rules and regulations in Mainland China, the
Group contributes to a state-sponsored retirement plan for its
employees in Mainland China as determined by the local
government. The Group is required to contribute to the plan at a
rate ranging from 7% to 12% of the basic salary of Mainland
China employees in addition to contributions by employees at a
rate ranging from 7% to 12% of the basic salary as specified by
the local government, and the Group has no further obligations
for the actual payment of the pensions or post-retirement
benefits beyond the annual contributions made.
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DRREARFERAZAERR - REZES
FHZ > REEL EEMAN BERE
REHERBHZEE -

287

BT HEEWHT

e
s

Bhdd



288

0¢0¢ 1d0d3d TVNNNY  A3LINIT ANV STVLIWNIW

Notes to the Consolidated Financial Statements
RE IR R

For the year ended 31 December 2020 BE-ZT-_ZHF+_A=+—HILFE

36. NOTE TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS

(a)

36. MEBEHRERMTE

Reconciliation of profit before tax to cash (a) PFRPARFIEE L& 5 (Fr
(used in)/generated from operations: B)/ FEERE YR :
2020 2019
—BEZEF —E-NF
HK$’000 HKS$'000
FHERT FAT
Profit before tax B 35 A g A 808,410 2,260,099
Finance income ELTON (222,799) (221,744)
Finance costs IR I N 69,471 26,739
Depreciation e 39,106 24,764
Fair value changes on investment REMENREED
properties 50,586 (107,550)
Bargain purchase gain on acquisition of Wi — R E B A R
interest in a subsidiary m 2 HEEE s (111,889) —
Bargain purchase gain on acquisition of  UXB& — KB & A &)
interest in an associate a2 (B I B W (159,729) —
Gain on disposal of subsidiaries HEMNRB AR W (955) —
Loss on revaluation of property, plant and ¥ % - E &R
equipment upon transferred to EREREYERE
investment properties 2 EhEE — 3,888
Impairment losses recognised/(reversed) ~ TEERZ EEEEA T
under expected credit loss model WEEE CRE
o] #) 14,534 (3.832)
Allowance for impairment of inventories FERERE 299,894 86,472
Share of results of associates DALEEE QR LA (4,469) 3,761
Share of results of joint ventures DhEEQRHEE 2,260 10,380
Operating profit before working capital EEZSEBHA 2
changes =il 784,420 2,082,977
Increase in inventories FEEm (532,590) (703,554)
Increase in prepayments, trade and other FENZIE - B 5 &
receivables LA JE UG SR TR 38 0 (3,846,169) (549,359)
Increase in contract assets A KB EE N (21,473) (56,536)
Increase in contract costs B #IRK A3 0 (76,504) (2,962)
(Decrease)/increase in trade and other B 5 &k H fth fE S IR
payables Rt 4>) /1 hn (3,859,111) 800,245
Increase/(decrease) in contract liabilities EHaBERELERZE
and deferred revenue a0, i) 6,078,341 (1,433,600)
Decrease in other liabilities Hib & &R — (223)
(Increase)/decrease in cash and bank ZRHIIRE MIETT
deposits, restricted TR (g m),m (148,633) 154,245
Exchange adjustments PE 5 386,702 (119,058)
Cash (used in)/generated from e (R
operations FEABRS® (1,235,017) 172,175
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36. NOTE TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS (CONTINUED)

(b) Reconciliation of liabilities arising from
financing activities

36. M RERERMH T @
(b) METHFEEEEZHIR

Non-cash changes

FRLEH
Acquisitions
of a
1 January Financing  Exchanges  subsidiary  Disposal of Other Interest 31 December
2020 cash flows (i) adjustments  and assets subsidiaries  changes (ii) expense 2020
Wi - % - e 2:3
“ECEF RERS WEARR HE t=A
-A-8 hEG  EREE 8  WEAR Ht236 2 MSEX =t+-B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
ThR THR THR THn FERL ThR THR THR
Guaranteed bonds ERES 3,206,288 - (9,000) - - - — 3,287,288
Bank and other loans RITREMER 13,457,616 2,020,410 141,972 1,689,297 (993,430) (32,030) — 16,283,835
Amounts due to fellow subsidiaries  FE1 [ 2 Hi BB 2 ] 508 1,372,132 82,710 88,367 - - - — 1,543,209
Amounts due to associates TH*“*”MIE 940,026 1,282,690 60,540 - - - — 2,283,256
Amounts due to non-controlling  FEfT B A RIFER KR
shareholders of subsidiaries RREFE 394,732 1,355,306 25,421 - - - 16,719 1,792,178
Lease liabilities HERE 88,340 (18,559) 3,980 - - 3,982 - 77,743
19,549,134 4,722,557 311,280 1,689,207  (993,430) (28,048) 16719 25,267,509 289
Non-cash changes
FERLET
1 January  Financing cash Exchanges Other 31 December
2019 flows (i) adjustments New leases changes (ii) 2019
-hE
—E-nE HERS T=A
a d= ME0) LS FEHE  HtZ2H) =+-H
HKS'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
THIL FET THIL FET THIL FET
Guaranteed bonds ERES 3,309,986 = (13,698) = — 396,288
Bank and other loans RITREMEBER 11,744,651 1,733,020 (16,785) — (3,270) 13457616
Amounts due to fellow subsidiaries  FEf R ZHTB A 7l
SE 1,977,945 (561,955) (43,858) — — 1,372,132
Amounts due to associates HH?#%’R W\IE 965979 (4818) (21,135) = — 940,026
Amount due to non-controlling WHWE
shareholders of subsidiaries 3HZ-EH>%H&%%KIE 184,721 214052 (4041) — — 394732
Lease liabilities HEAR 42933 (5,880) (2152 50,002 3437 88,340
18,226,215 1374419 (101,669) 50,002 167 19,549,134 B
=
q a a ﬁ:t), [+ £ =
()  The cash flows from bank loans and other borrowings () REBITEREREMERZ T
make up the net amount of proceeds from iﬁfﬁumi%ﬁim/‘\fﬁ EIME %
borrowings and repayments to borrowings in the KPEFRMERBEREESE >
g +4 Nrg el
consolidated statement of cash flows. 2 EEE o
[
x4 AH
(i) Other changes include amortisation of front-end fee () HibEEBEGTRRITER I
of interest-bearing bank borrowings and interest on AmERZBIEREEAE ﬁ
lease liabilities. ZHB e +r
iy
5d
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