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INTRODUCTION

Unless otherwise indicated and except where the context otherwise requires, references in this annual report on Form
20-F to:

113 LR T3 29 ¢ 9 ¢ LT3

we,” “us,” “our company,” “our,
its subsidiaries;

the Group” or “Xinyuan” refers to Xinyuan Real Estate Co., Ltd., its predecessor entities ¢

“shares” or “common shares” refers to our common shares, par value US$0.0001 per share;

“ADSs” refers to our American depositary shares, each of which represents two common shares, and “ADRs” refers to the
American depositary receipts that evidence our ADSs;

“China” or “PRC” refers to the People’s Republic of China, excluding, for the purposes of this Form 20-F only, Taiwan,
Hong Kong and Macau;

“U.S.” or “United States” refers to the United States of America;

“GFA” refers to gross floor area. The amounts for “total GFA” in this annual report are the amounts of total saleable
residential and commercial GFA and are derived on the following basis:

for properties that are sold, the stated GFA is based on the sales contracts relating to such property; GFA may be
adjusted based on final examination upon delivery of the property;

for unsold properties that are completed or under construction, the stated GFA is calculated based on the detailed
construction blueprint and the calculation method approved by the PRC government for saleable GFA, after necessary
adjustments; and

for properties that are under planning, the stated GFA is based on the land grant contract and our internal projection;

“RMB” or “Renminbi” refers to the legal currency of China and “US$” or “U.S. dollars” refers to the legal currency of the
United States; and
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“sq.m” refers to square meters used as unit of area.

At present, there is no uniform standard to categorize the different types and sizes of cities in China. In this annual
report, we refer to certain larger and more developed cities as tier I, tier II and tier III cities based on the categorization
developed by China Business Network Co., Ltd., a financial media group. Their ranking system relies on commercial
data from over 170 brands, customer behavior data from 19 internet companies, as well as big data from relevant
statistics institutions.

Facts and statistics in this annual report relating to China, the Chinese economy and the China property development
industry are sourced from various publicly available government and official sources, as indicated herein and may
include projections based on a number of assumptions. We believe that the sources of this information are appropriate
sources for such information. However, we cannot independently verify such information. Further, if one or more of
the assumptions underlying the market data turn out to be incorrect, the actual results may differ from the projections
based on these assumptions.

This annual report includes our audited consolidated financial statements for the years ended December 31, 2016,
2017 and 2018 and as of December 31, 2017 and 2018. Our financial statements and other financial data included in
this annual report are presented in U.S. dollars. Our business and operations are primarily conducted in China through
our PRC subsidiaries. The functional currency of our PRC subsidiaries is RMB. The functional currency of our U.S.
subsidiaries is the U.S. dollar. The financial statements of our PRC subsidiaries are translated into U.S. dollars, using
published exchange rates in China, based on (i) year-end exchange rates for assets and liabilities and (ii) average
yearly exchange rates for revenues and expenses. Capital accounts are translated at historical exchange rates when the
transactions occurred. The effects of foreign currency translation adjustments are included as a component of
accumulated other comprehensive income in our shareholders’ equity. We make no representation that any RMB or
U.S. dollar amounts could have been, or could be, converted into U.S. dollar or RMB, as the case may be, at any
particular rate or at all.

10
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The RMB is not freely convertible into foreign currency. The PRC government imposes control over its foreign
currency reserves in part through direct regulation of the conversion of the RMB into foreign exchange and through
restrictions on foreign trade. Since 2005, the People’s Bank of China (the “PBOC”), has allowed the RMB to fluctuate
within a narrow and managed band against a basket of foreign currencies, according to market demand and supply
conditions.

Our common shares are traded on the New York Stock Exchange (the “NYSE”), in the form of ADSs under the symbol
“XIN.” Each ADS represents two common shares. The closing price of our ADSs on the NYSE as of April 26, 2019 was
US$4.51 per ADS.

FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements that involve risks and uncertainties. All statements other than
statements of historical facts are forward-looking statements. These statements involve known and unknown risks,
uncertainties and other factors that may cause our actual results, performance or achievements to be materially
different from those expressed or implied by the forward-looking statements.

LR T3

You can identify these forward-looking statements by words or phrases such as “may,” “will,” “expect,” “is expected to,”
“anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,” “potential,” “continue,” “is/are likely to” or other similar expressic

negatives of such expressions. These forward-looking statements include, among others, statements about:

LR INT3 29 ¢ LT3

our anticipated growth strategies;

our future business development, results of operations and financial condition;

our expectations with respect to our ability to acquire adequate suitable land use rights for future development; and

our belief with respect to market opportunities in, and growth prospects of, our target markets.

We have based these forward-looking statements largely on our current expectations and projections about future
events and financial trends that we believe may affect our financial condition, results of operations, business strategy
and financial needs. However, a number of known and unknown risks, uncertainties and other factors could affect the
accuracy of these statements. Among the important factors to consider in evaluating our forward-looking statements

11
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are:
our ability to continue to implement our business model successfully;
our ability to secure adequate financing for our project developments;
our ability to successfully sell or complete our property projects under construction and planning;
our ability to enter into new geographic markets or new lines of business and expand our operations;
the marketing and sales ability of our third-party sales agents;
2

12
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the performance of our third party contractors;

laws, regulations and policies relating to real estate developers and the real estate industry in the markets in which we
operate;

our ability to obtain permits and licenses to carry on our business in compliance with applicable laws and regulations;

competition from other real estate developers;

the growth of the real estate industry in the markets in which we operate; and

fluctuations in general economic and business conditions in the markets in which we operate.

You should read thoroughly this annual report and the documents that we refer to herein with the understanding that

our actual future results may be materially different from and/or worse than what we expect. We qualify all of our
forward-looking statements by these cautionary statements. Other sections of this annual report include additional

factors which could adversely impact our business and financial performance, including the risks outlined under “Item

3. Key Information — D. Risk Factors.” Moreover, we operate in an evolving environment. New risk factors emerge from
time to time and it is not possible for our management to predict all risk factors, nor can we assess the impact of all
factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those contained in any forward-looking statement.

You should not rely upon forward-looking statements as predictions of future events. The forward-looking statements
made in this annual report relate only to events or information as of the date on which the statements are made in this
annual report. We undertake no obligation to update or revise any forward-looking statements, whether as a result of

new information, future events or otherwise, except as otherwise required by applicable securities laws.

PART 1

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not Applicable.

13
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ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

ITEM 3. KEY INFORMATION

A.Selected financial data

Our Selected Consolidated Financial Data

The following selected consolidated statements of comprehensive income and other financial data for the years ended
December 31, 2016, 2017 and 2018, other than earnings per ADS data, and the consolidated balance sheet data as of
December 31, 2017 and 2018 have been derived from our audited consolidated financial statements which are
included elsewhere in this annual report. Our audited consolidated financial statements have been prepared and
presented in accordance with United States generally accepted accounting principles, or U.S. GAAP. Except for
changes in operating subsidiaries, our consolidated financial statements have been prepared as if our current corporate
structure had been in existence throughout the relevant periods.

14
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Our selected consolidated statements of comprehensive income data for the years ended December 31, 2014 and 2015
and our selected consolidated balance sheet data as of December 31, 2014, 2015 and 2016 have been derived from our
audited consolidated financial statements included in prior years’ annual reports.

The selected consolidated financial data should be read in conjunction with, and are qualified in their entirety by
reference to, our audited consolidated financial statements and related notes and “Item 5. Operating and Financial
Review and Prospects” included elsewhere in this annual report

Years ended December 31,
2014 2015 2016 2017 2018
US$ US$ US$ US$ US$
(in thousands except share, per share and per ADS data)
Consolidated Statements of
Comprehensive Income

Total revenue 919,748 1,164,324 1,561,625 1,976,907 2,217,551
Total costs of revenue (677,582 ) (891,334 ) (1,203,636 ) (1,517,279 ) (1,602,073 )
Selling and distribution expenses (39,494 ) (52,126 ) (58,214 ) (75,724 ) (83,592 )
General and administrative expenses (105,622 ) (115,329 ) (120,416 ) (136,845 ) (156,456 )
Operating income 97,050 105,535 179,359 247,059 375,430

Net income 48,496 66,481 79,463 80,111 105,952

Net loss/(income) attributable to

non-controlling interest 19 ! (6,485 ) (16,483 ) (32917 )
Net income attributable to Xinyuan Real

Estate Co., Ltd. shareholders 48,515 66,482 72,978 63,628 73,035
Earnings per share

-Basic 0.32 0.47 0.55 0.49 0.57
-Diluted 0.29 0.45 0.53 0.48 0.57

Shares used in computation

-Basic 151,935,765 142,625,427 133,261,510 128,704,610 127,129,478
-Diluted 177,118,235 146,487,949 137,653,029 131,605,868 129,140,830
Earnings per ADS ()

-Basic 0.64 0.93 1.10 0.99 1.14
-Diluted 0.58 0.91 1.06 0.97 1.14

(1)Earnings per ADS are calculated based on each ADS representing two common shares.

Years ended December 31,

15
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2014 2015 2016 2017 2018
US$ US$ US$ US$ US$
Cash dividends declared per ADS 0.20 0.20 0.30 0.40 0.40

Years ended December 31,

2014 2015 2016 2017 2018
Other Operating Data
Number of projects launched 9 6 4 5 17
Aggregate GFA delivered D (m2) 374,615 560,232 1,278,492 1,200,222 644,378

Delivery occurs when we have obtained all the completion acceptance certificates required by the PRC government
in respect of the apartment and deliver full access to the apartment, such as the keys, to the buyer.

ey

16
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The following table presents a summary of our consolidated balance sheet data as of December 31, 2014, 2015, 2016,

2017 and 2018:

As of December 31,

2014 2015 2016 2017

US$ US$ US$ US$

(in thousands except share, per share and per

ADS data)
Consolidated Balance Sheet Data
Cash and cash equivalents 140,495 387,528 578,244 894,551
Restricted cash 368,874 363,137 328,499 566,676
Deposits for land use rights 299,739 46,199 153,252 103,716
Real estate property under development ) 1,714,575 1,887,322 1,719,135 1,996,001
Total current assets 3,070,459 3,262,964 3,931,445 5,070,212
Total assets 3,231,526 3,561,387 4,236,445 6,384,434
Total current liabilities 1,592,633 1,650,883 2,060,609 3,674,819
Long-term bank loans 52,296 13,860 235,885 11,019
Other long-term debt 576,204 910,008 974,791 1,404,814
Common shares 15,831 15,835 16,051 16,314
'ef(;)li?tlyXlnyuan Real Estate Co., Ltd. shareholders 960,631 935.970 900,260 992.572

2018
US$

674,142
511,875
42,254
4,068,716
6,691,222
8,033,713
5,069,869
720,039
1,040,455
16,399

680,370

Financial information for PRC subsidiaries is first prepared in RMB and then translated into U.S. dollars for assets

ey

when the transactions occurred.

As of and for the Year Ended December 31,

2014 2015 2016 2017 2018
Period-end US$: RMB exchange rate 6.1190 6.4936 6.9370 6.5342 6.8632
Period average US$: RMB exchange rate  6.1424  6.2272 6.6401 6.7547 6.6118

As of April 26, 2019, the US$: RMB exchange rate was 6.7307.

(2)Includes real estate property under development recorded under current assets and non-current assets.

and liabilities at the year-end exchange rate and, for revenues and expenses at the yearly average exchange rate.
The rates used are set forth in the table below. Capital accounts are translated at their historical exchange rates

17
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B. Capitalization and Indebtedness

Not Applicable.

C.Reasons for the Offer and Use of Proceeds

Not Applicable.

D.Risk Factors

Risks Related to Our Business

We are a holding company that depends on dividend payments from our subsidiaries for funding.

We are a holding company established in the Cayman Islands and operate most of our business and operations through
our subsidiaries in China. Our ability to pay dividends to our shareholders and to service our indebtedness outside of
China depends significantly upon dividends that we receive from our subsidiaries in China. To the extent our U.S.,
Malaysia and UK operations continue to grow, we may in the future also depend on dividends from our U.S.,
Malaysia and UK subsidiaries. If our subsidiaries incur indebtedness or losses, such indebtedness or losses may impair
their ability to pay dividends or other distributions to us. As a result, our ability to pay dividends and to service our
indebtedness will be restricted. Regulations in China currently permit payment of dividends only out of accumulated
profits as determined in accordance with accounting standards and regulations in China. Each of our PRC subsidiaries,
including wholly foreign-owned enterprises and domestic companies, is required to set aside at least 10.0% of its
after-tax profit based on PRC accounting standards each year to its statutory capital reserve fund until the cumulative
amount of such reserves reaches 50.0% of its respective registered capital and, with the approval of a shareholder
meeting or general shareholder meeting, a PRC subsidiary may set aside a certain amount of after-tax profit to its
general reserves. As of December 31, 2018, our statutory reserves amounted to US$166.5 million. Our statutory
reserves are not distributable as cash dividends. Dividends paid by the PRC subsidiaries may also be subject to PRC
withholding tax. In addition, restrictive covenants in bank credit facilities, bonds, other long-term debt agreements,
joint venture agreements or other agreements that we or our subsidiaries currently have or may enter into in the future
may also restrict the ability of our subsidiaries to make contributions to us and our ability to receive distributions.
Therefore, these restrictions on the availability and usage of our major source of funding may impact our ability to pay
dividends to our shareholders and to service our indebtedness.

19
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Our business requires access to substantial financing. Our failure to obtain adequate financing in a timely manner
could severely adversely restrict our ability to complete existing projects, expand our business, or repay our
obligations and affect our financial performance and condition.

Our property development business is capital intensive. To date, we have funded our operations primarily through
bank borrowings, proceeds from sales and pre-sales of our properties and proceeds from issuance of equity and debt
securities. We obtain commercial bank financing for our projects through credit lines extended on a case-by-case
basis. Our ability to secure sufficient financing for land use rights acquisition and property development and
repayment of our existing onshore and offshore debt obligations depends on a number of factors that are beyond our
control, including lenders’ perceptions of our creditworthiness, sufficiency of collateral, if any, market conditions in
the capital markets, investors’ perception of our securities, the PRC economy and PRC government regulations that
affect the availability and cost of financing for real estate companies or property purchasers.

Since 2003, PRC commercial banks have been prohibited, under the guidelines of the PBOC, from advancing loans to
fund the payment of land use rights. We generate significant cash flow through pre-sales, which are subject to
government restrictions. In particular, PRC regulations on the pre-sales of properties generally provide that the
proceeds from the pre-sales of a real estate project may only be used for the construction of such project. Any
additional potential government restrictions on pre-sales could significantly increase our financing needs. Moreover,
our ability to move cash through inter-company transfers or transfer funds from onshore subsidiaries to our offshore
parent company is limited by PRC government regulations, which limits our ability to use excess cash resources in
one subsidiary to fund the obligations of another subsidiary or our offshore parent company. In addition, reserve
requirement applicable to PRC commercial banks generally limit, and any increases in such reserve requirements
could further limit, the amount of commercial bank credit available to businesses in China, including us.

20
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Furthermore, various other PRC regulations restrict our ability to raise capital through external financing and other
methods, including, without limitation, the following:

we cannot borrow from a PRC bank for a particular project if we do not have the land use rights certificate for that
project;

we cannot pre-sell uncompleted residential units in a project prior to achieving certain development milestones
specified in related regulations;

we cannot borrow from a PRC bank for a particular project unless we fund at least 35% of the total investment
amount of that project from our own capital;

property developers are strictly restricted from using the proceeds from a loan obtained from a local bank to fund
property developments outside the region where that bank is located; and

PRC banks are prohibited from accepting properties that have been vacant for more than three years as collateral for
loans.

On February 13, 2017, the Asset Management Association of China issued the Administrative Rules for the Filing of
Private Equity and Asset Management Plans by Securities and Futures Institutions No. 4 — Investment in Real Estate
Developers and Projects by Private Equity and Asset Management Plans (“Rule 4”). Rule 4 provides that the Asset
Management Association of China will temporarily suspend accepting any private equity and asset management plan
which makes a direct or indirect investment in any ordinary residential property project located in specified cities
where the property prices are considered to have risen too fast, including Beijing, Shanghai, Guangzhou, Suzhou,
Tianjin, Wuhan, Zhengzhou, Jinan and Chengdu, where the Company operates. In addition, a private equity and asset
management plan may not be used to finance any real estate developer, whether in the form of bank entrusted loans,
trust plans or transfers of beneficial interests in assets, for the purpose of acquiring land use rights or supplementing
working capital.

In the United States, we currently have three development projects in the Brooklyn, Manhattan and Queens boroughs
of New York City. Pre-sale proceeds (i.e., deposits and other sales proceeds received before the conveyance of title to
the buyer) cannot be used to finance project construction under local laws and regulations applicable to the New York
projects, so we are financing their development through internal funds and bank loans, causing us to utilize more of
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our own funds to undertake larger construction debt obligations and to bear higher borrowing costs.

As of December 31, 2018, our contractual obligations amounted to US$5,283.8 million, primarily arising from
contracted construction costs or other capital commitments for future property developments and debt obligations. Of
this amount, US$2,615.1 million was due within one year.

There can be no assurance that our internally generated cash flow and external financing will be sufficient for us to
meet our contractual and financing obligations in a timely manner. Due to the current measures imposed by the PRC
government (as well as other measures that may be imposed in the future) which limit our access to additional capital,
as well as restrictions imposed on our conduct under existing debt arrangements, we cannot assure you that we will be
able to obtain sufficient funding to finance intended purchases of land and land use rights, develop future projects or
meet other capital needs as and when required at a commercially reasonable cost or at all. Our failure to obtain
adequate financing in a timely manner and on reasonable terms could severely adversely (1) restrict our ability to
complete existing projects, expand our business, or repay our obligations and (2) affect our cash flow, liquidity,
financial performance and condition.
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If we are unable to manage successfully our expansion into other cities in China, we will not be able to execute our
business plan.

A key aspect of our historical business plan has been to expand our residential property development operations into
high growth cities in China, from our initial focus on Zhengzhou. We plan to expand into new cities as suitable
opportunities arise. The development of real estate projects in other cities will impose significant demands on our
management and other operational resources. Moreover, we will face additional competition and will need to establish
brand recognition and market acceptance for our developments in these new markets. Each city has its unique market
conditions, customer requirements and local regulations related to the local real estate industry. If we are unable to
successfully develop and sell projects outside of our existing markets, our future growth may be limited and we may
not generate adequate returns to cover our investments in these new markets. In addition, if we expand our operations
to other cities with higher land prices, our costs may increase, which may lead to a decrease in our profit margin, or
impairments resulting from land value decreases.

We are in the early stages of expanding into markets outside of China in which we have limited or no development
experience and which may require us to spend significant resources, and there can be no assurance that we will be
able to succeed in any such market.

While our primary focus continues to be residential real estate markets in high-growth cities in China, we have begun
expanding into other markets on an opportunistic basis. In the US, we currently have a completed project in the
Williamsburg neighborhood of Brooklyn, New York (“New York Oosten Project”), an ongoing residential ground-up
development project in Manhattan, New York, and an early stage project in the Flushing neighborhood of Queens,
New York. Any change in federal income tax laws that increase the effective costs of owning a home would have an
adverse effect on the demand for homes in the United States which could negatively affect any properties we may
develop in the United States.

In 2014, we acquired 100% of the shares of a Malaysian company, which owns offshore landfill development rights
for a total area of 170 acres (approximately 687,966 square meters). As of the end of 2018, around 30 acres of the land
has been reclaimed size up the schedule of contract. We anticipate that the entirety of the reclamation work will be
completed in the first half of 2020. We have no development experience in Malaysia, nor have we ever engaged in
landfill reclamation projects. All of our prior operations have involved real estate development undertaken on raw
land, and we cannot assure you that we will be able to complete successfully the required landfill reclamation.

In 2018, we acquired a 50% equity stake in MDL, the developer of the Madison Project, a 0.38 hectare (approximately
0.94 acre) development located adjacent to Canary Wharf, in London, United Kingdom. Given the uncertainties
relating to Britain leaving the European Union, the London real estate market is unstable and it is difficult to estimate
the impact to real estate business.
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Given our limited experience in markets outside of China market, it may be difficult for us to forecast accurately our
future revenues and expenses related to existing and future projects in the United States, the UK, or Malaysia. Further,
locating appropriate future projects in those and other non-China markets and generating future revenues from such
projects may require us to expend significant capital and management resources.

In addition, we may not be able to develop a successful property development business in any given market. Our
ability to develop a successful property developments business in any given market will depend on a number of
factors including many outside of our control, such as the status of the country's/region's economy in general and in
our target markets, consumer confidence levels, unemployment levels, interest rates and the ability of potential
purchasers to obtain mortgage financing.
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Our business is sensitive to the general economic conditions in the countries, city and specific target markets in which
we operate. A severe or prolonged downturn in the global economy generally and particularly in the countries or
regions in which we have development projects could materially and adversely affect our revenues and results of
operations.

The real estate market is sensitive to general economic conditions, financial conditions, including interest rates,
availability of capital, employment rates, and other economic and financial conditions in the local market and the
broader region or country as well as global economic conditions. Significant downturns and instability in the global
economy or in the country and local markets in which we operate or the perception that they could occur, could
depress economic activity and restrict our access to capital. In addition, any such events could negatively affect our
customers in one or more markets, including their access to financing or willingness to engage in a major financial
transaction, such as purchasing a home. As a result, our business, financial condition and results of operations could
be negatively affected and affect our operations.

In our China markets, any slowdown in China’s economic development could lead to tighter credit markets, increased
market volatility, sudden drops in business and consumer confidence and dramatic changes in business and consumer
behaviors. In response to their perceived uncertainty in economic conditions, consumers might delay, reduce or cancel
purchases of homes, and our homebuyers may also defer, reduce or cancel purchases of our units. We have
experienced volatilities in demand from time to time in the recent years due to the strict mortgage policy and other
measures taken by the PRC government to slow down the rapid increase in housing prices. To the extent any
fluctuations in the Chinese economy significantly affect homebuyers’ demand for our units or change their spending
habits, our results of operations may be materially and adversely affected.

The PRC economy also faces challenges in the short to medium term. Continued turbulence in the international
markets and prolonged declines in consumer spending, including home purchases, as well as any slowdown of
economic growth in China, may adversely affect our liquidity and financial condition.

Our US property developments are sensitive to the general economic conditions in the United States and the condition
of the U.S. housing market in particular. The U.S. housing industry is highly cyclical and is significantly affected by
changes in industry conditions, as well as in global and local economic conditions, such as changes in employment
and income levels, availability of financing for buyers, interest rates, levels of new and existing homes for sale
demographic, trends and housing demand. Deterioration in industry conditions in the United States or in broader
economic conditions could have additional material adverse effects on our business expansion in the United States and
financial results.

There have been significant changes and proposed changes to U.S. trade policies, treaties, tariffs and taxes, including
trade policies and tariffs regarding China, which have created significant uncertainty about the future relationship
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between the United States and China, as well as other countries, including with respect to the trade policies, treaties,
government regulations and tariffs that could apply to trade with those countries.

We may be unable to acquire desired development sites at commercially reasonable costs.

Our revenue depends on the completion and sale of our projects, which in turn depends on our ability to acquire
development sites. Our land costs are a major component of our cost of real estate sales and increases in such costs
could diminish our gross margin. In China, the PRC government controls the supply of land and regulates land sales
and transfers in the secondary market. As a result, the policies of the PRC government, including those related to land
supply and urban planning, affect our ability to acquire, and our costs of acquiring, land use rights for our projects. In
recent years, the PRC government has introduced various measures attempting to moderate investment in the property
market in China. Although we believe that these measures are generally targeted at the luxury property market and
speculative purchases of land and properties, we cannot assure you that the PRC government will not introduce other
measures in the future that would adversely affect our ability to obtain land for development. We currently acquire our
development sites primarily by bidding for government land, supplemented in some instances by direct negotiations
with local governments prior to land auctions or by acquisition of local developers or by investment in an entity that
holds land use rights. Under current regulations, land use rights acquired from government authorities for commercial
and residential development purposes must be purchased through a public tender, auction or listing-for-sale.
Competition in these bidding processes has resulted in higher land use rights costs for us over the past few years, and
we may not successfully obtain desired development sites due to the increasingly intense competition in the bidding
processes. Moreover, the supply of potential development sites in any given city will diminish overtime, and we may
find it increasingly difficult to identify and acquire attractive development sites at commercially reasonable costs in
the future.
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We rely on third-party contractors who may not perform at acceptable quality levels or in a timely manner.

Substantially all of our project construction and related work are outsourced to third-party contractors their
performance may not meet our level of standards or specifications. Negligence, delay or poor work quality by
contractors may result in defects in our buildings or residential units, which could in turn cause us to suffer financial
losses, harm our reputation or expose us to third-party claims. If the performance of any third party contractor is not
satisfactory or is delayed, we may need to replace such contractor or take other actions to remedy the situation, which
could adversely affect the cost and construction progress of our projects, and which could cause the completion of our
property developments to be delayed. We work with multiple contractors on different projects and cannot guarantee
that we can effectively monitor their work at all times. Although our construction and other contracts contain
provisions designed to protect us, we may be unable to successfully enforce these rights and, even if we are able to
successfully enforce these rights, the third-party contractors may not have sufficient financial resources to compensate
us. Moreover, the contractors may undertake projects from other property developers, engage in risky undertakings or
encounter financial or other difficulties, such as supply shortages, labor disputes or work accidents, which may cause
delays in the completion of our property projects or increases in our costs. In addition, consistent with what we believe
is the customary industry practice in China, our contractors typically do not maintain insurance coverage on our
properties under construction.

We may be unable to complete our property developments on time or at all.

The progress and costs for a development project can be adversely affected by many factors, including, without
limitation:

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

shortages of materials, equipment, contractors and skilled labor or increased labor or raw material
costs;

disputes with our third-party contractors;

failure by our third-party contractors to comply with our designs, specifications or standards;

difficult geological situations or other geotechnical issues;
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onsite labor disputes or work accidents; and

natural catastrophes or adverse weather conditions, including strong winds, storms, floods, and earthquakes.

Any construction delays, or failure to complete a project according to our planned specifications or budget, may delay
our property sales, which could adversely affect our revenues, cash flows and our reputation.

Under PRC laws and regulations and our pre-sale contracts, we are required to compensate purchasers for late delivery
of or failure to complete our pre-sold units. If the delay extends beyond the contractually specified period, the
purchasers may become entitled to terminate the pre-sale contracts and claim damages.

Proceeds from pre-sale of our properties are an important source of financing for our property developments. Under
PRC laws, we are not permitted to commence pre-sales until we have completed certain stages of the construction
process for a project. Consequently, a significant delay in the construction of a project could restrict our ability to
pre-sell our properties, which could extend the recovery period for our capital outlay. This, in turn, could have an
adverse effect on our cash flow, business and financial position.

10
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Changes of laws and regulations with respect to pre-sales may adversely affect our cash flow position and
performance.

We depend on cash flows from pre-sale of properties as an important source of funding for our property development
projects. Under current PRC laws and regulations, property developers must fulfill certain conditions before they can
commence pre-sale of the relevant properties and may only use pre-sale proceeds to finance the construction of the
specific developments. In addition, a number of cities in which we are operating business, such as Tianjin, Sichuan
and Shandong, have established local rules and conditions for the pre-sale permits application, especially for the
custody of pre-sale funds. Such local regulatory measures have not materially affected or restricted our operation or
our use of pre-sale funds yet. However, we cannot assure you that the PRC national government or the local
governmental authorities will not implement further restrictions on the pre-sale of properties, which may affect our
cash flow position and force us to seek alternative sources of funding for much of our property development business.

The results of our operations may fluctuate from period to period as we derive our revenue principally from the sale
of properties and we rely on our unsold inventory of units.

We derive the majority of our revenue from the sale of properties that we have developed. Our results of operations
tend to fluctuate from period to period due to a combination of factors, including the overall schedule of our property
development projects, the timing of the sale of properties that we have developed, the size of our land bank, our
revenue recognition policies and changes in costs and expenses, such as land acquisition and construction costs. The
number of properties that we can develop or complete during any particular period is limited due to the size of our
land bank, the substantial capital required for land acquisition and construction, as well as the development periods
required before positive cash flows may be generated. For real estate sales contracts for which we have an enforceable
right to payment for performance completed to date, revenue is recognized over time by measuring the progress
towards complete satisfaction of that performance obligation. Otherwise, revenue is recognized at a point in time
when the customer obtains control of the asset. In addition, several properties that we have developed or that are under
development are large scale and developed in multiple phases over the course of one to several years. The selling
prices of the residential units in larger scale property developments tend to change over time, which may impact our
sales proceeds and, accordingly, our revenues for any given period.

The recognition of our real estate revenue and costs is dependent upon our estimation of our total project revenue and
costs.

For real estate sales contracts for which we have an enforceable right to payment for performance completed to date,
revenue is recognized over time by measuring the progress towards complete satisfaction of that performance

obligation. Otherwise, revenue is recognized at a point in time when the customer obtains control of the asset. See

“Item 5. Operating and Financial Review and Prospects — A. Operating Results — Critical Accounting Policies.” Under
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both methods, revenue and costs are calculated based on an estimation of total project costs and total project revenues,
which are revised on a regular basis as the work progresses. Any material deviation between actual and estimated total
project revenues and costs may result in an increase, a reduction or an elimination of reported revenues or costs from
period to period, which will affect our gross profit and net income.

We face risks related to our back-to-back loans.

With our operations in the U.S. markets and now other non-PRC jurisdictions, we have seen and expect to continue to
experience an increasing need of non-RMB financings with respect to project developments and future expansions.
We currently satisfy our non-RMB denominated financing requirements through four ways: dividends distributions
from our PRC subsidiaries, which are subject to 10% withholding tax payment, back-to-back loan arrangements, high
yield bond issuances and construction loan financing from local banks. Under back-to-back loan arrangements, our
PRC subsidiaries make deposits denominated in RMB into banks in China as collateral to request the banks in China
to issue standby letters denominated in U.S. dollars or other currencies in the same amount as the RMB collateral to
their outbound branches, and our project companies outside the PRC enter into loans denominated in U.S. dollars or
other currencies with such outbound branches in the same amount specified in such standby letters in accordance with
to the Provisions on the Administration of Foreign Exchange for Cross-border Guarantee issued by the State
Administration of Foreign Exchange of the People’s Republic of China (the “SAFE”), effective June 1, 2014. SAFE
registration requirements apply to overseas back-to-back loan arrangements and the use of proceeds of such loans
must comply with certain requirements. Any change in laws or regulations to restrict or forbid back-to-back loan
transactions in the future may adversely affect our non-PRC companies’ financing. In addition, we are exposed to
exchange rate fluctuation and foreign exchange control risks under the current back-to-back loan model, which may
adversely affect our business condition and results of operation.

11
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We are subject to certain restrictive covenants and risks normally associated with debt financing which may limit our
ability to take certain corporate actions, including incurring additional debt, which could materially and adversely
affect our business and financial condition.

We are subject to certain restrictive covenants in our loan agreements with certain commercial banks. Certain loan
agreements contain covenants providing that, among other matters, we or our relevant PRC operating subsidiaries may
not enter into mergers, joint ventures or restructurings, decrease our registered share capital, transfer material assets,
including shares of subsidiaries, engage in material investments, liquidate, change our shareholding, or distribute
dividends without the relevant lenders’ prior written consent or unless we fully settle the outstanding amounts under
the relevant loan agreements. In addition, certain of our loan agreements contain cross- default clauses. If any cross
default occurs, these banks are entitled to accelerate payment of all or any part of the loan under their relevant loan
agreements and to enforce all or any of the security for such loans. Further, the onshore corporate bonds issued by
Xinyuan (China) Real Estate, Ltd. (“Xinyuan China”), our wholly-owned PRC subsidiary, contain restrictions on certain
business activities of Xinyuan China when in default on payment of interest or principal, including, among others,
limitations on distributions of net income, limitations on certain expenditures, or business combination transactions.
Our future bank and other borrowings may contain similar restrictions or cross-default provisions.

Our outstanding debt securities also contain certain covenants that restrict our ability to take other corporate actions.
The indentures governing our Senior Secured Not