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OVERVIEW

We were the largest private education group in South China operating premium primary and
secondary schools, as measured by student enrolment as of 1 September 2015, according to the Frost
& Sullivan Report. Premium private schools offer higher quality education, more advanced
educational facilities and a more satisfying environment to students through higher tuition fees than
non-premium or mass market private schools, according to the Frost & Sullivan Report. As of 1
September 2016, we operated six premium private schools with a total student enrolment of 31,788
students.

We initially selected Dongguan, Guangdong province, to begin the development of our school
network in 2003 based on its high population density, strategic location within the Pearl River Delta
economic zone and rapidly expanding middle class population. In 2013, we expanded our school
network to Huizhou, Guangdong province, another densely populated city with robust economic
growth. After successfully establishing our presence and reputation in Guangdong province, we
began to expand to other cities located in China’s major economic zones. In September 2014, our
school in Panjin, Liaoning province in the Northeast Three Provinces economic zone commenced
operations. Our new school in Weifang, Shandong province in the Bohai Economic Rim economic
zone commenced operations in September 2016 and recruited approximately 718 students as of 1
September 2016. We have entered into cooperation agreements with the local government of
Guang’an, Sichuan province and the local government of Yunfu, Guangdong province, respectively,
to establish a new school in each of these cities, and have entered into a framework agreement with
the local government of Dinghu District, Zhaoqing, Guangdong province for the potential
cooperation between the parties for the establishment of a new school in Zhaoqing.

Our educational objectives are “to serve the society with honesty and integrity through our
services” and “to cultivate talents with a warm and loving heart” (LA RIEAL &, DLE LB E AA).
As an educational service provider, we believe we are entrusted to nurture the future of our society,
and we therefore seek to provide our educational services in a manner consistent with the values and
attitudes in which we believe. Our schools have received various awards in Guangdong province and
in China, such as “Outstanding Private School in Dongguan” awarded by Dongguan Private
Education Association in 2014, “Top 100 Education and Research Institution for Primary and
Secondary Education in China” awarded by National Association of Primary and Secondary
Education in 2013 and “Featured School for Traditional Sports in Guangdong (track and field)”
awarded by the Sports Bureau and Department of Education of Guangdong Province in 2013.

We believe that we have a reputation for providing quality private education and that our brand
name is well-known in and beyond the regions where our schools are located. For each of the
2013/2014, 2014/2015 and 2015/2016 school years, at least 94.8% of our high school graduates were
admitted to universities in China, and for the 2013/2014, 2014/2015 and 2015/2016 school years,
approximately 18.4%, 21.4% and 23.2% of our high school graduates were admitted to First Class
Universities in China, respectively. In addition to PRC educational programmes, we provide
international programmes for our high school students. Graduates from our international programmes
were admitted to reputable universities and colleges overseas. We offer a wide-range of school-based
elective courses, including courses for sports, art, music and Chinese culture, in order to facilitate the
well-rounded development of our students.

We experienced stable growth during the Track Record Period in terms of student enrolment,
teachers employed and revenue. From the year ended 31 August 2014 to the year ended 31 August
2016, our total revenue increased at a CAGR of approximately 15.8%. The table below sets forth
certain information with respect to our growth.

- 131 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
As of 1 September
2013 2014 2015 2016
Student enrolment 19,354 22,837 27,644 31,788
Number of teachers 1,162 1,359 1,666 1,960

For the years ended 31 August
2014 2015 2016
(RMB million) (RMB million) (RMB million)

Total revenue 450.9 568.7 700.7

OUR STRENGTHS

We believe that the following are our key competitive strengths that have contributed
significantly to our success and differentiate us from our competitors:

Largest private educational group in South China operating premium primary and secondary
schools

We were the largest private education group in South China operating premium primary and
secondary schools, as measured by student enrolment as of 1 September 2015, according to the Frost
& Sullivan Report. As of 1 September 2016, we operated six premium private schools with a total
student enrolment of 31,788 students, of which four are in Guangdong province, one is in Liaoning
province and one is in Shandong province. As of 1 September 2016, 29,480 of our 31,788 students
enrolled in our schools located in South China.

We established our first school in Dongguan, Guangdong province in 2003; our second and third
schools commenced operations in Dongguan in 2004 and 2013, respectively; and we established our
fourth school in Huizhou, Guangdong province in 2014. We have since become a leading private
educational group in Guangdong province, a densely populated and economically developed province
in South China. According to the National Bureau of Statistics of China, as of 31 December 2015,
Guangdong province had a population of 108.5 million and contributed the largest GDP among all
provinces and municipalities in China, accounting for 10.8% of the national total. After having
successfully established our reputation and presence in Guangdong province, we expanded into the
Northeast Three Provinces economic zone by establishing a school in Panjin, Liaoning province in
2014. Our new school in Weifang, Shandong province commenced operations in September 2016 and
recruited approximately 718 students as of 1 September 2016. We experienced a rapid growth in
terms of student enrolment, as presented in the table below:

Year of Student Enrolment as of 1 September

School Establishment 2013 2014 2015 2016
South China

Dongguan Guangming School 2003 10,580 10,416 10,417 10,510
Dongguan Guangming Primary School 2004 4,367 5,130 5,959 5,973
Dongguan Guangzheng Preparatory School 2013 4,151 5,820 7,768 9,094
Huizhou Guangzheng Preparatory School 2014 256 1,189 2,500 3,903
Other regions

Panjin Guangzheng Preparatory School 2014 - 282 1,000 1,590
Weifang Guangzheng Preparatory School 2016 - - - 718
Total 19,354 22,837 27,644 31,788
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According to the Frost & Sullivan Report, the fast-growing middle class and their increasing
awareness of well-rounded education, as well as government support have been and will continue to
be the driving forces for the development of premium private education in China. According to the
Frost & Sullivan Report, from 2012 to 2015, the total revenue of private fundamental education
expenditure increased from RMB124.1 billion to RMB184.2 billion, representing a CAGR of
approximately 14.1% and is expected to continue to increase at a CAGR of approximately 12.1% to
RMB325.5 billion from 2015 to 2020. We believe that the private education industry has strong
growth potential and that we are able to capitalize on the business opportunities in the private
education market based on our established reputation and school network.

All of our schools have received government support, which we believe give us access to
resources that may not be available to other private schools, including high quality teachers,
government administered teacher and school principal training programmes, government support in
student recruitment activities, government assistance with regulatory filings and applications and
preferential policies on land allocation or assignment. We believe that the relevant government
authorities take a prudent approach in choosing cooperation partners and have selected our schools
based on our reputation, efficient management and the quality of our educational programmes. In
particular, the local government of Panjin granted us free land use rights, provided government grants
and assigned experienced teachers to support the establishment of our Panjin Guangzheng
Preparatory School. We believe that we are well positioned to continue to receive support from the
relevant government authorities in our existing markets and in the markets into which we seek to
penetrate. We have entered into cooperation agreements with the local government of Guang’an,
Sichuan province and the local government of Yunfu, Guangdong province, respectively, to establish
a new school in each of these cities. Pursuant to the cooperation agreements, the local government
authorities have agreed to provide various types or support to our new schools, including granting
land use rights for free or at a designated price, providing preferential policies and offering assistance
to help facilitate campus construction and school operations.

Strong reputation for student performance and high quality PRC curriculum programmes

We focus on providing high quality PRC curriculum programmes for primary and secondary
school students and emphasize the well-rounded development of our students. We believe that our
brand name is well-known in and beyond the regions where our schools are located. For each of the
2013/2014, 2014/2015 and 2015/2016 school years, 94.8% of our high school graduates were
admitted to universities in China. According to the Frost & Sullivan Report, the national average
admission rate to universities was 38.7% and 38.9% for the 2014/2015 and 2015/2016 school years,
respectively. In addition, for the 2013/2014, 2014/2015 and 2015/2016 school years, approximately
18.4%, 21.4% and 23.2% of our high school graduates were admitted to First Class Universities in
China, respectively. According to the Frost & Sullivan Report, the provincial admission rate to First
Class Universities in Guangdong was 8.6% and 10.0% for 2014/2015 and 2015/2016 school years,
respectively. In the 2016 PRC national higher education entrance examination, one of our high school
graduates was ranked in the top 10 and one was ranked in the top 20 in Guangdong province in terms
of the total exam scores achieved, and 10 of our high school graduates were admitted to Peking
University and Tsinghua University. We provide various resources to help our students prepare for
standardised examinations for higher education, including exam preparation lectures by experienced
teachers, practice tests, mock exams and review courses.

In order to emphasize the well-rounded development of our students, we offer a wide range of
school-based elective courses, including courses for sports, art, music, Chinese culture, as well as
activities for the development of the moral character of our students. As a private education group
operating premium primary and secondary schools, we are able to encourage our students to pursue
their interests from an early age and to continuously provide them with different levels of courses to
enhance such interests.
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Our students have made significant achievements in areas such as basketball, track & field,
martial arts, music, dance and Chinese calligraphy. Our Dongguan Guangming School high school
male basketball team has won various national, provincial and municipal championships and our
students have obtained various national, provincial and city prizes in Chinese calligraphy, choral and
dancing competitions. Our Dongguan Guangming School was designated as the Sports-Specialty
Students Training Base for Tsinghua University in 2009 and the Youth Basketball Training Base for
Guangdong Province in 2011. In September 2015, our Dongguan Guangming School high school
male basketball team was invited to attend the prestigious Iolani Classic Basketball Tournament held
in Honolulu, Hawaii.

We consistently seek to facilitate our students’ moral development and organise annual
“Inspirational Students Award” events to reward students who have demonstrated outstanding moral
character and personalities. We also participate, and encourage our students to participate, in a variety
of social service activities, including elderly service programmes, local community volunteering and
donating to Sichuan earthquake relief initiatives. In order to produce worthy and capable, sincere and
upright graduates, we have sought to uphold our educational objective, namely, “serving the society
with honesty and integrity through our services and cultivating talents with a warm and loving heart”.
We established a Love & Care Foundation to offer financial assistance to students whose families
face financial difficulties and provide annual scholarships to students from low-income families.
Please refer to “— Our Educational Philosophy” below for further details.

We have a team of qualified and committed teachers as we believe the quality of teachers is
critical to the success of our schools. As of 1 September 2016, we employed 1,960 teachers and over
79% of our PRC-qualified teachers held bachelors or higher degrees. We provide competitive
compensation to attract and retain good teachers, offer training and personalised support to our
teachers and continuously monitor the teaching quality at our schools.

High business visibility through offering a full range of primary and secondary curriculum
programmes

We offer both primary and secondary school curriculum programmes, which allows us to attract
students at an early age and create a stable student pipeline for our schools. For the 2013/2014,
2014/2015 and 2015/2016 school years, approximately 86.9%, 82.4% and 83.3% of our primary
school graduates enrolled in our middle schools, and approximately 51.9%, 54.9% and 58.7% of our
middle school graduates enrolled in our high schools. As a substantial percentage of our primary and
middle school students chose to continue to enroll in our schools upon graduation during the Track
Record Period, our schools were able to maintain stable student enrolment without having to incur
significant marketing costs and thus were able to achieve solid track record of stable revenue growth
and high profit margins, leading to high business visibility of our schools. We believe that the
continuity of the curriculum offered by our primary and secondary schools and the offering of art,
music and sports classes from an early age at our schools have also contributed to the attractiveness
of our schools and thus our business visibility. In addition, we believe that our offering of a full range
of primary and secondary curriculum programmes provides us with certain advantages of economies
of scale, including the ability to attract and retain qualified teachers, the ability to offer various
extra-curricular courses, leverage in negotiations with suppliers for lower costs and reduced fixed
costs per student.

We believe our reputation, market leadership, advanced educational facilities and our school
capacities enable us to attract and retain large student bodies, which allows us to increase revenue
without incurring significant additional costs. We believe our profitability largely reflects the
economies of scale present at our schools. For the years ended 31 August 2014, 2015 and 2016, our
adjusted net profit margin was 26.3%, 30.4% and 26.5%, respectively.
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Successful track record in replicating our profitable business model

We believe we are able to successfully and efficiently replicate our business model of operating
reputable schools with high profit margins. We established our first and second schools in Dongguan
and have successfully expanded our school network in Guangdong province in the Pearl River Delta
economic zone and into other economic zones. Our new school in Weifang, Shandong province in the
Bohai Economic Rim economic zone commenced operations in September 2016 and we have entered
into cooperation agreements with the local government of Guang’an, Sichuan province and the local
government of Yunfu, Guangdong province, respectively, to establish a new school in each of these
cities, and have entered into a framework agreement with the local government of Dinghu District,
Zhaoqing, Guangdong province for the potential cooperation between the parties for the
establishment of a new school in Zhaoqing.

In order to leverage on the success of our Dongguan Guangming School and Dongguan
Guangming Primary School, we apply consistent principles in all of our schools in terms of school
objective, educational philosophy and management approaches, and utilise consistent systems and
guidelines in all of our schools in terms of student recruitment, curriculum, teaching methods, student
discipline, parent communication and daily operations. In 2014, we successfully replicated our
business model in Huizhou, Guangdong province by establishing Huizhou Guangzheng Preparatory
School. We assigned principals, teachers and staff who are well-trained school managers to our
school in Huizhou to help implement our principles, systems and guidelines and to provide training
and on-going support. We believe the success of our business model is demonstrated by our ability
to quickly commence operations at our Huizhou school and the significant interest the school
attracted at its early stage of operations. As of 1 September 2015 and 2016, we had 2,500 and 3,903
students enrolled in our Huizhou Guangzheng Preparatory School, representing a year-on-year
growth of 110.3% and 56.1%, respectively. We believe our school in Huizhou continues to hold
significant potential for further scalability, and therefore increased profitability. Adopting a similar
approach, student enrolment in our Panjin Guangzheng Preparatory School increased to 1,000
students within one year from its commencement of operations and to 1,590 as of 1 September 2016.

In addition, we are able to operate our schools efficiently through a centralized core
management team, comprehensive and detailed guidelines, collective procurement and internal
control measures, which we believe have substantially contributed to cost savings and increasing our
profit margins.

Committed and stable management team

We have an experienced and stable management team with extensive knowledge in business
management and the PRC private education industry. Our management team consists of our executive
Directors and senior management, including principals of our schools.

Mr. Liu Xuebin (chairman of the Board and an executive Director) and Ms. Li Suwen (our chief
executive officer and an executive Director) co-founded our first school in Dongguan in 2003 and
have since led us to become a leading provider of private primary, middle and high school education
in China. Mr. Liu has over 20 years of experience in business management and over 10 years of
experience in the PRC private education industry. Mr. Liu completed a graduate programme on
project management from the Economics Department of Peking University in March 2004. In
recognition of his accomplishments and contribution to the society, Mr. Liu received the World
Outstanding Chinese Award granted by the World Chinese Business Investment Foundation in 2007.
Ms. Li has over 10 years of experience in the PRC private education industry and is responsible for
the overall business strategy and development of our schools and our Group. Mr. Li Jiuchang, our
vice president and executive Director, has been with our Group since its establishment in 2003. Mr.
Li has over 12 years of experience in the PRC private education industry and is responsible for the
overall management of our schools. Mr. Ng Cheuk Him, our chief financial officer and an executive
Director, is a member of the Hong Kong Institute of Certified Public Accountants and Hong Kong
Institute of Chartered Secretaries. Mr. Ng has over 15 years of experience in financial management,
investment and mergers and acquisitions, and is responsible for the overall financial management and
corporate governance of our Group.
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Each of our schools is managed on a day-to-day basis by its principals, who are assisted by
several vice principals. All principals and vice principals of our schools are seasoned educators with
extensive experience in the education industry. Mr. Wang Yongchun, the high school principal of our
Dongguan Guangming School, and Mr. He Shan, the executive vice principal of our Panjin
Guangzheng Preparatory School, have been with our Group since its establishment in 2003. Mr. Wang
and Mr. He each has over 10 years of experience as teachers and school administrators and have
worked various positions within our Group. Mr. Du Shuangxi, the vice principal of our Dongguan
Guangming Primary School, and Mr. Zhang Jingfeng, the principal of our Huizhou Guangzheng
Preparatory School, joined our Group in 2006. Mr. Du has more than 14 years of experience as a
teacher and school administrator and was awarded “National Top 100 Academic Leaders for Primary
and Middle School Education” in 2010. Mr. Zhang has over 14 years of experience as a teacher and
school administrator and worked as the vice principal of our Dongguan Guangming School before
becoming the principal of our Huizhou Guangzheng Preparatory School. Ms. Chen Xi, the middle
school principal of our Dongguan Guangming School and Dongguan Guangzheng Preparatory
School, joined our Group in 2007. Ms. Chen has over 29 years of experience as a teacher and school
administrator and has published several articles on education and school management.

We manage our schools through a centralized managing system, including a core management
team and centralized finance, human resources and information technology systems. Many members
of our management team, school principals and mid-level managers of our schools have worked as
teachers at our schools and therefore have in-depth understanding of our culture and the operations
of our schools.

OUR STRATEGIES
We intend to pursue the following business strategies:

Continue to enhance our reputation as a leading provider of premium private primary and
secondary school education

Academic performance is one of the key factors that prospective parents and students consider
when selecting schools. In order to maintain and improve the quality of education in our schools, we
plan to continue to monitor the academic performance of our students, provide tailored guidance to
our students, grant scholarships and subsidies to encourage academic achievements and maintain
active contact with parents to seek their feedback on our schools. We will continue to emphasize the
well-rounded development of our students. We intend to review, adjust and expand from time to time
our school-based elective courses in order to provide a happy learning environment that stimulates
interests and helps build the confidence of our students. We believe good teachers and appropriate
teaching methods are critical to the success of our schools. We will continue our efforts to recruit and
retain high-quality teachers. We plan to further enhance discussion and experience-sharing among our
teachers by holding regular group meetings and subject-specific seminars. We also plan to organise
campus visits to, and exchange programmes with, other schools and educational institutions from
time to time, with a view to provide our teachers with insights on the latest teaching methods and
approaches. In addition, we intend to further promote our brand name through various marketing
channels, including increasing media coverage of our schools and our Group, conducting promotional
events, donating to good causes, organizing campaigns to help the underprivileged groups and
participating in community services.
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Increase the utilisation rate of our existing schools

We intend to increase the utilisation rate of our schools, especially our relatively recently
established schools in Huizhou and Panjin. We believe a further increase of student enrolment at our
existing schools can help us further improve our financial results. For our schools in Dongguan,
which we believe are more established and influential amongst parents and students, we intend to
attract more students primarily through public recognition of our brand name and word-of-mouth
referrals. For our schools in Huizhou and Panjin, which were established relatively recently, we
intend to further promote our brand name and strengthen our student recruitment efforts, including
advertising through newspapers and other media, visiting potential feeder schools to introduce our
educational programmes, inviting prospective parents and students for campus tours, distributing
information booklets, providing free trial classes and providing scholarships and tuition discounts.
We plan to continue to encourage our primary and middle school students to enrol in our middle and
high schools, respectively, by offering priority to our students in the admission process. In addition,
we intend to upgrade and expand our facilities, further improve the curriculum and course contents
we offer and employ additional high quality teachers in our schools, which we believe will help
attract more high quality students to enrol in our schools.

Continue to focus on the Pearl River Delta economic zone and strategically expand in or into
other economic zones to enlarge our school network

As of the Latest Practicable Date, we had established four schools in Guangdong province in the
Pearl River Delta economic zone. We intend to continue to strengthen our leading position in the
Pearl River Delta economic zone with a focus on Guangdong province. We have entered into a
cooperation agreement with the local government of Yunfu, Guangdong province to establish a new
school in the city, and have entered into a framework agreement with the local government of Dinghu
District, Zhaoqing, Guangdong province for the potential cooperation between the parties for the
establishment of a new school in Zhaoqing. We also intend to engage in discussions with the local
government authorities of various other cities in Guangdong province to explore the possibility of
establishing a new school in each city.

In addition, we have expanded into the Northeast Three Provinces economic zone by
establishing a school in Panjin, Liaoning province, which commenced operations in September 2014,
and into the Bohai Economic Rim economic zone by establishing a school in Weifang, Shandong
province, which commenced operations in September 2016 and recruited 718 students as of 1
September 2016. The school offers primary and middle school education for the 2016/2017 school
year. We intend to further expand into the West Delta economic zone and have entered into a
cooperation agreement with the local government of Guang’an, Sichuan province to establish a new
school in the city. We also intend to engage in discussions with the local government authorities of
various cities in Shandong and Sichuan provinces to explore the possibility of establishing a new
school in each city.

We consider various factors when selecting the location for our new schools, including
geographic location, economic development, social and cultural environment, population, number of
school-aged children, birth rate, average household income, government support and competition.
Moreover, we generally choose to establish new schools in regions that we believe have high growth
potential and relatively less competition in the premium private education market.

We plan to establish new schools primarily through constructing our own schools with
government support or partnering with local schools that are reputable and have stable student
enrolment. We may also expand our school network through acquisition of high-quality local schools.
To identify suitable acquisition targets, we plan to use various methods including providing
management services to a potential target school to gain a better understanding of the school’s
business and operations, conducting due diligence on potential target schools and seeking references
from third parties.
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Enhance profitability by optimizing pricing strategies and increasing revenue sources

We expect tuition and boarding fees to continue to be the primary source of our revenue. We
intend to upgrade and expand our facilities, further improve the contents of the courses we offer and
employ additional high quality teachers in our schools, which we believe will help us remain
attractive to prospective parents and students even at higher tuition levels. Subject to regulatory
approval and market conditions, we plan to increase tuition and boarding fees in schools where we
believe there is high demand for our educational programmes and where we have built sufficient
parent and student loyalty. We believe that our economies of scale enable us to improve our facilities
and educational programmes in the manner necessary to attract new students at lower costs than
schools with a smaller student body.

Continually adapt to changing educational preferences in target markets

We believe that education plays an important role in the development of modern society. We
have successfully serviced and capitalised on the educational demands for premium private primary,
middle and high school education in the past and intend to continue to contribute to China’s
development by providing high quality educational services to our students. We believe globalization
and economic development has created an increasing demand for international schools and
international programmes. We intend to continually monitor the educational preferences of our target
consumer group and adapt to such preferences by making changes to our services accordingly, which
may include adjusting the contents of courses offered at our schools, offering additional school-based
elective courses and gearing our facilities towards attractive features. To foster the quality of our
services, we intend to cooperate with renowned institutions that have extensive experience in
operating educational programmes overseas. In February 2016, we entered into a memorandum of
understanding with Dewey College, an independent high school subject to inspection by the Ontario
Ministry of Education, Canada, with respect to the parties’ proposed cooperation in establishing a
private school in Canada, offering secondary and pre-university education, as well as other proposed
cooperation in international education. As at the Latest Practicable Date, we had established a
subsidiary in Canada, which is a joint venture company with Dewey International Holdings Limited
for our potential investment and development of a new school in Canada.

OUR EDUCATIONAL PHILOSOPHY

Our educational objectives are “to serve the society with honesty and integrity through our
services” and “to cultivate talents with a warm and loving heart” (DAFlCIRESHE &, DLEOREE A
A)”. To achieve our objectives, we have established the following educational philosophy: enhance
morality and foster talents; nurture worthy and capable, sincere and upright graduates (& R J71E, 57
7845t N\). As an educational service provider, we seek to provide our educational services in a manner
consistent with the values and attitudes in which we believe. We established a Love & Care
Foundation to offer financial assistance to students whose families are in difficulties, provide annual
scholarships to students from low-income families and organized a successful fundraising event to
help one of our teachers fight cancer.
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With the aim of facilitating the well-rounded development of our students, we offer a
wide-range of school-based elective courses, including courses for sports, art, music and Chinese
culture. In order to emphasize the moral aspects of our education, we encourage our students to
participate in a variety of social services, including serving the elderly, volunteering in local
communities and donating to Sichuan earthquake relief initiatives. We also organize free summer
camps for children from under-privileged regions in China. We consistently seek to reward positive
behavior and foster our students’ capability for moral reasoning. In our annual “Inspirational Students
Award” event, we reward students who have demonstrated outstanding moral character and
personalities. In addition, we believe our teachers have acted as positive role models to our students.
For instance, one of our teachers donated his entire annual salary to under-privileged children in
Western China to support their educational programmes.

OUR SCHOOLS

As of the Latest Practicable Date, we operated six premium private schools on five campuses.
Four of our schools are located in Guangdong province in the Pearl River Delta economic zone:
Dongguan Guangming School, Dongguan Guangming Primary School (located at the same campus
site as Dongguan Guangming School), Dongguan Guangzheng Preparatory School and Huizhou
Guangzheng Preparatory School. Our fifth school, Panjin Guangzheng Preparatory School, is located
in Liaoning province in the Northeast Three Provinces economic zone. Panjin Guangzheng
Preparatory School commenced operations in September 2014 and is our first school outside of
Guangdong province as part of our expansion strategy. In addition, our new school in Weifang,
Shandong province in the Bohai Economic Rim economic zone commenced operations in September
2016 and recruited approximately 718 students as of 1 September 2016.

The following table sets forth the type of education that we provide in each of our schools:

Primary Middle
School School High School
PRC PRC PRC
Curriculum  Curriculum  Curriculum  International
School Programme Programme Programme  Programme
Dongguan Guangming N J J
School
Dongguan Guangming J
Primary School
Dongguan Guangzheng J J J J
Preparatory School
Huizhou Guangzheng N N J
Preparatory School
Panjin Guangzheng N J
Preparatory School
Weifang Guangzheng N N

Preparatory School

As of the Latest Practicable Date, we entered into cooperation agreements with the local
government of Guang’an, Sichuan province and the local government of Yunfu, Guangdong province,
respectively, to establish a new school in each of these cities, and entered into a framework agreement
with the local government of Dinghu District, Zhaoqing, Guangdong province for the potential
cooperation between the parties for the establishment of a new school in Zhaoqing. We also intend
to engage in discussions with the local government authorities of various cities in Guangdong,
Shandong and Sichuan provinces to explore the possibility of establishing a new school in each city.
In addition, in February 2016, we entered into a memorandum of understanding with Dewey College,
an independent high school subject to inspection by the Ontario Ministry of Education, Canada, with
respect to the parties’ proposed cooperation in establishing a private school in Canada, offering
secondary and pre-university education, as well as other proposed cooperation in other areas of
international education. Please refer to “— Development of New Schools” below for further details of
our plans for the development of new schools.
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The following map sets forth the geographical location of our schools as of the Latest
Practicable Date, as well as our school under construction and the proposed location for our schools
in the PRC to be built in the future:
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Each of our schools offers a PRC curriculum programme that is tailored to, among other things,
the learning patterns and interests of the student body of the respective school, as well as the cultural
and social characteristics of the city in which the school operates. We also offer international
programmes at two of our schools. All of our schools are boarding schools with on-campus
dormitories.

As of 31 December 2016, the total site area of the parcels of land on which our schools are
developed ranged from 24,192.0 sq.m. to 206,340.7 sq.m.. As of 1 September 2016, our schools’
existing capacity for students ranged from 752 to 10,744 students. We equip our schools with
advanced education facilities, which enables us to offer a variety of courses. Our school facilities
generally include classrooms, multi-media rooms, a gymnasium, outdoor fields, sports courts (such
as basketball, badminton or soccer courts), table tennis centres, laboratories, library, art rooms (such
as dancing and drawing rooms), administrative offices, canteen, laundry rooms and student
dormitories, as well as staff apartments. We also offer school supplies, daily necessities and other
items at our schools for the convenience of our students.
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Number of Students

As of 1 September 2016, we had a total student enrolment of approximately 31,788 students,
including 7,733 high school students, 12,509 middle school students, 11,199 primary school students
and 347 students in the international programmes. The following table sets forth information with
respect to the approximate student enrolment, capacity and utilization rate of each of our schools as
of the dates indicated:

Student Enrolment Capacity for Students'” School Utilisation Rate (%)
as of 1 September as of 1 September as of 1 September
School 2013% 2014% 20159 2016° 2013% 2014® 20159 2016® 2013% 20147 2015¢ 2016
Dongguan Guangming
School®
High school 3362 2908 2,744 2656 3394 2954 2760 2852 991 984 994 931
Middle school 7,160 7421 7588 7780 7,068 7424 7680 7,792 999 1000 988 998
International programme 58 87 85 74 68 88 92 100 8.3 989 924 740
Subtotal 10,580 10,416 10417 10,510 10,630 10466 10,532 10,744 995 995 989 978
Dongguan Guangming
Primary School 4367 5,130 5959 5973 4858 5496 6,002 6000 899 933 983 986
Dongguan Guangzheng
Preparatory School
High school 1,576 2,260 3,187 3,684 3856 3416 4040 4024 409 662 789 916
Middle school LI 1523 1942 2319 1296 1592 1952 2416 859 957 995 960
Primary school 1314 1885 2421 2818 1336 1926 2822 2986 984 979 8§58 944
International programme 148 152 218 273 208 208 224 20 T2 71 913 915
Subtotal 4151 5820 7,768 9,094 6,696 7142 9,038 9706 620 815 859 937

Huizhou Guangzheng
Preparatory School

High school -3 903 1,393 - 624 1312 1418 - 96 688 982
Middle school 166 459 914 1423 576 624 1208 1456 288 736 15T 977
Primary school 9 338 683 1,087 368 679 945 LISO 245 527 723 945
Subtotal 256 1,189 2,500 3,903 944 1927 3465 4024 2711 6L7T 722 970

Panjin Guangzheng
Preparatory School

Middle school - 81 304 601 - 448 M8 868 - 181 679 692
Primary school - 201 696 989 - 240 1,007 998 - 83.8 09.1 99.1
Subtotal - 282 1,000 1,590 - 688 1455 1866 - 410 687 852
Weifang Guangzheng

Preparatory School
Middle school - - - 386 - - -39 - - - 985
Primary School - - - 33 - - - 360 - - - 92
Subtotal - - - 18 - - - 1% - - - 955
Total 19,354 22837 27,644 31,788 23,128 25719 30,552 33,152 837 890 905 959
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Notes:

(1) Asall of our schools are boarding schools, capacity for students is calculated based on the approximate number of beds
available in student dormitories according to the respective school’s internal records and calculations. School
utilisation rate is calculated by dividing the number of students enrolled at a school by the capacity for students of
the school. Although we have calculated our schools’ respective capacity based on the number of beds available, we
believe the facilities at our Huizhou Guangzheng Preparatory School and Panjin Guangzheng Preparatory School may
accommodate additional beds without material capital expenditure (subject to the receipt of necessary approvals).

(2)  Represents the beginning of the 2013/2014 school year.
(3)  Represents the beginning of the 2014/2015 school year.
(4)  Represents the beginning of the 2015/2016 school year.
(5)  Represents the beginning of the 2016/2017 school year.

(6)  Capacity for students for the high school section of Dongguan Guangming School decreased as we reallocated certain
student dormitories to the middle school section based on student enrolment.

Educational Programmes and Curriculum

Each of our schools offers a PRC curriculum programme at the primary school, middle school
or high school level, as applicable. We also offer international programmes at Dongguan Guangming
School and Dongguan Guangzheng Preparatory School. Our programmes emphasize four key aspects:
enjoyable learning, student-centred teaching, skills-based training and talent fostering.

PRC Curriculum Programmes

Our PRC curriculum programmes comprise the curriculum mandated by the PRC regulatory
authorities, together with individualized school-based elective courses. We offer courses such as
Chinese, Mathematics, English and Moral Education under the curriculum mandated by the PRC
regulatory authorities. As a private educational group, we have flexibility in designing additional
elective courses in order to develop an individualized school-based curriculum for each of our
schools based on, among other things, the learning patterns and interests of the respective student
body as well as the cultural and social characteristics of the city in which the respective school
operates. The elective courses we have developed generally fall within one or more of five categories:
(1) extended learning in core subjects; (ii) learning habits and everyday life skills; (iii) personal
development and moral character; (iv) music, sports and art; and (v) creative thinking and
technological innovation. We believe our individualized school-based courses are well received by
our students.

All courses under the PRC government mandated curriculum are taught by PRC-certified
teachers using textbooks and materials designated by relevant PRC authorities. Students who have
passed all courses under the PRC government mandated curriculum are eligible for PRC primary or
secondary school diplomas, as applicable. All courses under the school-based curriculum are taught
by PRC-certified or foreign teachers. Students are encouraged but not required to enroll in
school-based courses.

International Programmes

We offer international programmes at two of our schools: Dongguan Guangming School and
Dongguan Guangzheng Preparatory School. We offer two types of international programmes, (i) a
one-year programme that admits high school graduates or third year high school students, preparing
them for their studies overseas and (ii) a three-year programme that admits first year high school
students and certain second year high school students, offering ACT, A Level or IGCSE courses.
Please refer to “— Dongguan Guangming School” and “— Dongguan Guangzheng Preparatory School”
below for further details of our international programmes.

~ 142 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Extra-Curricular Programmes

Our extra-curricular programmes enable us to further refine our individualized school-based
educational programmes. We offer a wide range of extra-curricular programmes designed to enable
the well-rounded development of our students into lifelong learners. Our extra-curricular programmes
are designed to stimulate scientific interests, enhance social understanding, promote cross-cultural
communication and develop self-care abilities. Extra-curriculum activities are optional, some of
which are offered by our schools in cooperation with parties, which are to the best knowledge of the
Directors, Independent Third Parties.

Student Placement

For each of the 2013/2014, 2014/2015 and 2015/2016 school years, at least 94.8% of our high
school graduates were admitted to universities in China, and for the 2013/2014, 2014/2015 and
2015/2016 school years, approximately 18.4%, 21.4% and 23.2% of our high school graduates were
admitted to First Class Universities in China. In the 2016 PRC national higher education entrance
examination, one of our high school graduates was ranked in the top 10 and one was ranked in the
top 20 in Guangdong province in terms of the total exam scores achieved, and 10 of our high school
graduates were admitted to Peking University and Tsinghua University. We offer various resources
to help our students prepare for the PRC national higher education entrance examination, including
exam preparation lectures by experienced teachers, practice tests, mock exams and review courses.
Graduates from our international programmes were admitted to reputable universities and colleges
overseas.

For the 2013/2014, 2014/2015 and 2015/2016 school years, approximately 51.9%, 54.9% and
58.7% of our middle school graduates enrolled in our high schools, and approximately 86.9%, 82.4%
and 83.3% of our primary school graduates enrolled in our middle schools.

We provide scholarships to students who achieve academic excellence and provide cash awards
of up to RMB100,000 to high school graduates who are admitted to top-tier universities in China.

Counsellors

For each of our schools, we have a team of counsellors to provide care, support and guidance
to our students. Our counsellors work with our students outside of the classrooms, overseeing their
safety and wellbeing while they stay on campus. Our counsellors are available to provide 24-hour
services to students. For grade 1-3 primary school students, our counsellors assist students with their
daily routines and teach students independent living skills. For grade 4-6 primary school students, our
counsellors teach them social skills and help build their independence from a very young age. For
middle and high school students, our counsellors supervise their dormitories to provide orderly, safe,
clean and healthy living conditions for our students. We also provide on-campus medical staff and
mental-health counsellors to create a healthy and safe campus environment for our students. Please
refer to “— Health and Safety Matters” below for further details.

Management of Schools

Major decisions and policies concerning our schools such as school principal nominations,
tuition levels, the construction of material new facilities and the use of significant funds are
determined by Guangdong Guangzheng, our PRC subsidiary. Guangdong Guangzheng oversees
day-to-day school management affairs through a review and reporting system, which requires each
school to report material activities such as significant procurement and significant personnel changes
to Guangdong Guangzheng for its review. Guangdong Guangzheng monitors the financial activities
of each school through biannual and periodic audits from time to time. Guangdong Guangzheng also
oversees school management through periodic joint principal meetings, at which school principals
report to Guangdong Guangzheng on school developments and major issues. Each of our schools is
managed on a day-to-day basis by its principals, who are assisted by several vice principals. Each
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vice principal is responsible for one or more specific aspects of each school’s operations, such as
educational curriculum, student admissions, moral education, security and logistics, student affairs
and human resources. All of our school principals and vice principals have extensive experience in
education and school administration. We believe this management system allows us to maximize the
capabilities of our educators and administrative personnel to enhance the quality of education we
provide and promote students’ well-being.

To facilitate parent-school communication and to timely obtain feedback from our students’
parents, we set up parents committee at each of our schools comprising of parent-representatives from
each grade. The parents committees act as a liaison between the school and parents and allows parent
to voice their opinions about our schools. We also organize a variety of events and activities for our
students’ parents, such as teacher-parent meetings, mom chorus, dad basketball teams, parent-in-the-
classroom day and parent inspection groups during exam periods. We believe these events and
activities strengthened the relationship between our schools and our students’ parents and contributed
to creating a harmonious learning environment.

Government Support and Grants

All of our new schools or schools in planning, such as Panjin Guangzheng Preparatory School,
Weifang Guangzheng Preparatory School and Guang’an Guangzheng Preparatory School, have
received government support, which we believe gives us access to resources that may not be available
to other private schools, including high quality teachers, government administered teacher and school
principal training programmes, government support in student recruitment activities, government
assistance with regulatory filings and applications and preferential policies on land allocation or
assignment. We believe that the relevant government authorities take a prudent approach in choosing
cooperation partners and have selected our schools based on our reputation, efficient management
and the quality of our educational programmes. As part of our growth strategies, we will seek to
obtain equivalent level of government support for our new schools.

Three of our schools, Dongguan Guangming School, Dongguan Guangming Primary School and
Dongguan Guangzheng Preparatory School have received discretionary government grants for the
school activities we organized or the academic achievements of our students. For the 2013/2014,
2014/2015 and 2015/2016 school years, the total amount of government grants our schools received
amounted to RMBO0.6 million, RMB1.5 million and RMB2.0 million, respectively.

Tuition and Boarding Fees

We charge our students tuition and boarding fees and for the ancillary services provided at our
schools. To attract students with academic excellence or specialties in sports, music or art to enroll
in our schools, we offer partial tuition fee waiver to a certain percentage of our middle and high
school students who have achieved relatively high test scores in the standardized middle or high
school entrance exams or who have specialties in sports, music or art each school year. For the
2013/2014, 2014/2015 and 2015/2016 school years, approximately 12.4%, 11.1% and 9.9% of our
students were offered partial tuition fee waiver in recognition of their academic excellence or
specialties in sports, music or art and paid tuition fees that were lower than our normal tuition fees.
In addition, we charge higher tuition fees to a small number of high school students who were
admitted to our high schools from the waiting list administered by the relevant education bureau. For
the 2013/2014, 2014/2015 and 2015/2016 school years, approximately 3.6%, 3.9% and 4.0% of our
students in our high schools paid higher tuition fees. We also offer discounted tuition fee rates to
children of our teachers and staff who enrol in our schools. The staff tuition fee rates are half of the
normal tuition fee.
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The following table sets forth the tuition and boarding fee rates applicable to the majority of our
students for the 2013/2014, 2014/2015 and 2015/2016 school years. Tuition and boarding fee rates
applicable to a small percentage of our students who receive partial tuition fee waiver, receive
discounted tuition fee rates as a result of one or more of the aforementioned circumstances are not
included.

Tuition and Boarding Fees”
2013/2014 2014/2015 2015/2016 2016/2017

school school school school
year year year year
(RMB) (RMB) (RMB) (RMB)
Dongguan Guangming School
High school 18,700- 23,000- 23,000- 25,600-
21,200 25,200 25,200 38,600
Middle school 17,100- 21,000- 21,000- 23,600-
19,800 23,200 23,200 27,600
International programmes 92,600 92,600 92,600 92,600
Dongguan Guangming Primary 14,200- 15,040- 15,040- 18,180-
School 18,600 21,000 21,000 24,400
Dongguan Guangzheng
Preparatory School
High school 20,000 20,400- 20,400- 22,800-
22,400 22,400 33,800
Middle school 18,000 18,000- 18,000- 19,800-
19,400 19,400 23,000
Primary school 16,000 16,400- 16,400- 16,600-
18,000 18,000 21,200
International programmes 36,200- 50,600- 50,600- 50,600-
52,000 88,600 88,600 88,600
Huizhou Guangzheng Preparatory
School
High school - 23,000 23,000 23,000-
25,600
Middle school 18,000 18,000 18,000 18,000-
20,600
Primary school 18,200 18,200 18,200 18,200-
20,800
Panjin Guangzheng Preparatory
School
Middle school - 18,000 18,000 18,000
Primary school - 13,000- 13,000- 13,000-
14,200 14,200 14,200
Weifang Guangzheng Preparatory
School
Middle school - - - 13,000
Primary school - - - 11,000

Notes:

(1)  We increased tuition and boarding fees prior to and during the Track Record Period for certain of our schools. Our
increased tuition and boarding fees may only apply to newly admitted students for the respective school year, while
our existing students may continue to pay the tuition and boarding fees prior to the increase. As a result, tuition and
boarding fees for certain of our schools are presented as a range, which include the tuition and boarding fees paid by
students who are admitted to our schools at different school years. Tuition fees for certain of our schools include
miscellaneous fees such as medical examination fee and course material fee.

(2)  High school section of the school did not admit any students for the school year.
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(3)  We did not obtain the fee permit for the high school section of the school for the 2014/2015 and 2015/2016 school
years, respectively. On 15 July 2016, the Development and Reform Commission of Huizhou, being the competent
government authority for price regulation, issued written confirmation confirming that the school had passed all
inspections conducted by the authority since its establishment and had not been subject to penalties for violating the
relevant laws and regulations on price regulation.

(4)  The school did not commence operations for the school year.

There are two school terms in each school year. Tuition fees and boarding fees are generally
paid in advance prior to the beginning of each school term and are recognised as revenue
proportionately each month over the period of the relevant educational programmes. We typically
refund 90% of the tuition fees paid if a student withdraws before the school term starts, 70% if the
student withdraws after the school term starts but before the end of the first calendar month of the
school term, 50% if the student withdraws after the first calendar month and prior to the end of the
second calendar month of the school term, and 30% if the student withdraws after the end of the
second calendar month and prior to the end of the third calendar month of the school term. We do
not offer refund of tuition fees paid if the student withdraws after the end of the third calendar month
of the school term. According to our PRC Legal Adviser, our school refund policies are in compliance
with the applicable PRC laws and regulations.

The following table sets forth the number of students withdrawn from our schools and the
amount of tuition fee refunds paid by us in the respective school year indicated below:

School year
2013/2014 2014/2015 2015/2016

Total number of students withdrawn from our 111 (0.6%) 141 (0.6%) 209 (0.8%)
schools
(percentage of the total student enrolment)

Amount of tuition fee refunds paid by us RMBO0.7 RMBO0.9 RMB1.3
million million million

Ancillary Services

All our schools are boarding schools and we provide dormitories for boarding students who live
on-campus Monday through Friday during school terms. To promote the health and welfare of our
students, we provide ancillary services at our schools, including on-campus canteens and medical
rooms, for which we charge separately in addition to tuition and boarding fees.

Canteens

Each of our schools has an on-campus canteen that offers meals for our students and staff.
Middle and high school students choose their meals from the canteen menus and primary school
students are offered set meals at the canteens. Middle and high school students use their prepaid
on-campus identity cards to make payments when the meals of their choice are delivered. Primary
school students pay for their set meals in advance of each school term. The canteens at our Dongguan
Guangming School, Dongguan Guangming Primary School, Dongguan Guangzheng Preparatory
School and Huizhou Guangzheng Preparatory School also offer pre-packaged food to students. Our
PRC Legal Adviser has advised us that a school must obtain the requisite food operation licences to
offer pre-packaged food on campus and failure to do so may subject the school to fines ranging from
five to twenty times of the value of the food offered or other penalties. The relevant government
authorities may also require a school to temporarily discontinue the relevant services of offering
pre-packaged food until it obtains the requisite licences. As of the Latest Practicable Date, our Panjin
Guangzheng Preparatory School and Weifang Guangzheng Preparatory School had not received the
requisite licence for offering pre-packaged food. We therefore do not offer pre-packaged food in the
on-campus canteen of our Panjin Guangzheng Preparatory School and Weifang Guangzheng
Preparatory School. The on-campus canteen at our Weifang Guangzheng Preparatory School
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commenced operations in September 2016, but we only obtained the requisite food operation licence
for such canteen in December 2016. Our PRC Legal Adviser has advised us that for operating an
on-campus canteen without the requisite food operation licence, we may be subject to confiscation
of the income derived from and the relevant food and other facilities used for the operations of the
canteen, as well as being subject to monetary penalties. However, we have received a written
confirmation in October 2016 from the local government of Weicheng District, being the competent
government authority for the supervision of the overall operations of Weifang Guangzheng
Preparatory School, which confirms that the local government acknowledges the current operations
of Weifang Guangzheng Preparatory School and supports its continuous operations.

Under the relevant PRC laws and regulations, on-campus canteens in principle must be operated
on a “not-for-profit” basis. However, such “not-for-profit” principle is not defined in any PRC laws
and regulations. We consulted with the relevant educational authorities and price authorities with
respect to the understanding of the “not-for-profit” principle, from which we understand that the
principle of “not-for-profit” is met if our schools do not seek to distribute to our school sponsors the
retained earnings, if any, from our on-campus canteens, which may be applied for the continuous
operation and improvement of the relevant on-campus canteens. Our PRC Legal Adviser is of the
view that, the principle of “not-for-profit” is met if the school sponsors and operators of a school do
not derive a profit from the operations of the on-campus canteens. During the Track Record Period,
none of our schools had distributed any retained earnings (including any retained earnings from the
on-campus canteens) to our school sponsors, none of the retained earnings from our on-campus
canteens had been provided to our school sponsors as returns and the school sponsors and operators
of our schools did not receive or intend to receive a profit from the operations of our on-campus
canteens. Accordingly, our PRC Legal Adviser is of the view that, our operation of the on-campus
canteens does not violate the aforesaid “not-for-profit” principle and is consistent with the legal
principle stated in the General Principles of the Civil Law of the People’s Republic of China (Draft),
promulgated by the Standing Committee of the National People’s Congress of the People’s Republic
of China on 5 July 2016, which provides that “not-for-profit legal entities shall not distribute profits
to its members or sponsors” and the principle stated in the third Draft of the General Principles of
the Civil Law published on 27 December 2016, which provides that “an entity established for the
purpose of public interest or for other not-for-profit purposes and not distributing profits to its
investor or establisher shall be a not-for-profit entity”.

To better manage the retained earnings from our on-campus canteens, our Directors have
decided to voluntarily establish a non-distributable reserve and transfer all the retained earnings of
our on-campus canteens since the operation thereof into such reserve. As of 31 August 2016, all such
retained earnings in the amount of RMBI182.5 million had been transferred to the aforesaid
non-distributable reserve. Our PRC Legal Adviser is of the view that, the establishment of the
non-distributable reserve and the transfer of such retained earnings to the reserve for the continuous
operation and improvement of the relevant on-campus canteens and other purposes permitted by PRC
laws and regulations are not in breach of the aforesaid “not-for-profit” principle. During the Track
Record Period, capital expenditure on certain improvement work of our on-campus canteens was
funded by such retained earnings. Subsequent to 31 August 2016, we have entered into a number of
construction contracts under which we will incur approximately RMB7.3 million on the renovation
of the canteens of our schools. Furthermore, we plan to incur an additional RMB4.0 million to
purchase equipment for our canteens. Such capital expenditures subsequent to 31 August 2016 have
been and/or will be funded by the aforesaid non-distributable reserve.

The non-distributable reserve will be administered by a committee comprising two Directors
and a school principal (the “Committee”), which will be chaired by a Director member and meet at
least once per year. Funds in the non-distributable reserve will be used for purposes related to the
on-campus canteens, including providing a better dining environment, improving the quality and
safety of the food offered, covering the operational, routine maintenance and non-recurring costs
incurred by the on-campus canteens for improving the canteen facilities or any other purposes
permitted by PRC laws and regulations. Any use of the funds in the non-distributable reserve must
be agreed by at least a simple majority of the Committee. The funds in the non-distributable reserve
will not be distributed to the school sponsors. For further details on risks and uncertainties relating
to our non-distributable reserve, please refer to “Risk Factors — The non-distributable reserve we
established may not be a sufficient or appropriate measure for the operation of on-campus canteens’.
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The operating profit contribution from the on-campus canteens was approximately RMB33.5
million, RMB46.6 million and RMB48.6 million for the years ended 31 August 2014, 2015 and 2016,
respectively. In arriving at the above figures, we have taken into account certain cost allocation,
based on our management’s judgment and to the extent practicable, with respect to the operation of
our on-campus canteens and before tax. We manage the accounts of our on-campus canteens
separately from the accounts for our tuition and boarding fees. Our PRC Legal Adviser is of the view
that, if any services provided by Dongguan Ruixing or its designated third party relate to or are used
by the on-campus canteens, the relevant service fees can be settled by using the non-distributable
reserve and the aforesaid regulatory requirements do not restrict the settlement of such service fees
to Dongguan Ruixing or its designated third party, as and when the service fees are incurred as
consideration for the services that relate to or are used by the on-campus canteens.

Medical Rooms

Each of our schools has a on-campus medical room that offers healthcare services to our
students. The medical rooms at our Dongguan Guangming School, Dongguan Guangming Primary
School and Huizhou Guangzheng Preparatory School are licenced on-site infirmaries and offer
medical diagnosis and the prescription of medication and treatments, as well as basic healthcare
services to our students. The medical rooms at our Dongguan Guangzheng Preparatory School, Panjin
Guangzheng Preparatory School and Weifang Guangzheng Preparatory School, however, are not
infirmaries and only provide basic healthcare services. In situations of emergency or when necessary
and appropriate, we promptly send our students to nearby hospitals for medication and treatments.

Our PRC Legal Adviser has advised us that, under the relevant PRC laws and regulations, a
boarding school must have a licenced on-site infirmary to provide medical services to students. Our
PRC Legal Adviser has also advised that there is no penalty provision under the relevant PRC laws
and regulations if a boarding school fails to have in place such licenced on-site infirmary. As of the
Latest Practicable Date, no administrative action, fine or penalty had been imposed by the relevant
PRC government authorities with respect to the lack of licenced on-site infirmaries at our Dongguan
Guangzheng Preparatory School, Panjin Guangzheng Preparatory School and Weifang Guangzheng
Preparatory School, nor had any of these schools been required to rectify this matter. Our PRC Legal
Adviser has advised us that, based on the fact that no medical services that require an on-site
infirmary licence are provided at these schools, the possibility of our Dongguan Guangzheng
Preparatory School, Panjin Guangzheng Preparatory School and Weifang Guangzheng Preparatory
School being subject to fines or other penalties due to the lack of licenced on-site infirmaries is
relatively remote. However, any competent PRC government authority may require us to rectify this
matter within a prescribed period. We are in the process of applying for the requisite licences for
operating on-site infirmaries at our Dongguan Guangzheng Preparatory School, Panjin Guangzheng
Preparatory School and Weifang Guangzheng Preparatory School. Taking into account the above and
based on the advice of our PRC Legal Adviser, our Directors believe that this is not a material
non-compliance matter and will not have a material adverse effect on our business operations or
financial condition as a whole.

Other Services

All of our schools are boarding schools and most of our students live on-campus. We arrange
third-party suppliers to provide transportation services to our students to facilitate their commute
between home and school. In addition, as we generally require our students to wear school uniforms
during school year, we arrange third-party suppliers to provide school uniform purchasing service for
the convenience of parents. For our school bus and school uniform purchasing services, we charge
our students the amount charged by the third-party suppliers on behalf of the suppliers plus any
additional costs we incur. We have engaged our PRC Legal Adviser to conduct interviews with the
competent PRC government authorities, which confirmed that our aforementioned charging practices
with respect to the transportation and school uniform purchasing services are not in violation of the
relevant PRC laws and regulations.
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Dongguan Guangming School

Dongguan Guangming School was established in 2003 in Dongguan, Guangdong province and
is one of the earliest schools operated by us. The educational philosophy of the school is to “form
a foundation for lifelong learning and to educate for the advancement of society”. The school offers
both PRC curriculum programmes and international programmes. As of 1 September 2016, the school
had a total student enrolment of 10,510 students, comprising of 2,656 high school students, 7,780
middle school students and 74 students in the international programmes and employed 602 teachers.

For the 2013/2014 and 2014/2015 school years, 268 and 279 high school graduates from
Dongguan Guangming School, respectively, were admitted to First Class Universities in China,
including Peking University and Tsinghua University.

We believe Dongguan Guangming School is well recognised for its school-based elective
courses on sports, art, music and Chinese culture. For each school year during the Track Record
Period, high school graduates from Dongguan Guangming School were admitted to first-tier
specialized PRC universities, including Beijing Sport University and the Central Academy of Fine
Art, in recognition of their sports or art specialties.

The school is located on the same campus site as Dongguan Guangming Primary School. As of
31 December 2016, the total site area of the parcels of land on which the school is developed was
approximately 135,247.2 sq.m.. As of 1 September 2016, the school had a capacity of 10,744
students. The school campus offers a variety of facilities, some of which are shared with Dongguan
Guangming Primary School.

International Programmes

Dongguan Guangming School established its international programmes in 2012, offering
international courses to students who wish to pursue higher education overseas. The international
programmes are co-operated by the school with an Independent Third Party, which is a wholly owned
subsidiary of an educational institution listed on the Stock Exchange. Dongguan Guangming School
entered into cooperation agreements with this Independent Third Party in May 2012. The major terms
of the cooperation agreements include: a term of five years commencing May 2012; the Independent
Third Party is responsible providing the educational services for the international programmes and
the school is responsible for administrative matters; the Independent Third Party is responsible for
student and teacher recruitment; and each party receives 50% of the tuition fees collected and shares
50% of the marketing costs.

Dongguan Guangming School offers two types of international programmes: a three-year
programme which admits first year high school students and certain second year high school students;
and a one-year programme which admits high school graduates and third year high school students.
Students enrolled in the three-year programme take international foundation courses such as English,
culture studies and communication skills in the first year, and A Level or ACT courses in the second
and third years. Students enrolled in the one-year international programme take a variety of
preparation courses for their studies overseas, including IELTS courses, culture studies, mathematics
techniques, information and technology skills, communication skills and introduction to business
courses.

As of 1 September 2016, the international programmes had 74 students. Graduates from the
international programmes are eligible for certificates of completion for completing A Level or ACT
courses. During the Track Record Period, graduates from the international programmes were admitted
to reputable overseas universities and colleges.

Dongguan Guangming Primary School
Dongguan Guangming Primary School was established in 2004 in Dongguan, Guangdong
province and is one of the earliest schools operated by us. The school offers primary school

education. As of 1 September 2016, the school had a total student enrolment of 5,973 students and
employed 311 teachers.
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We believe Dongguan Guangming Primary School is well recognised for its school-based
elective courses on English, sports, music, art and Chinese culture. The school provides English
courses, including spoken English courses to all students, which we believe has substantially
stimulated students’ interests for studying English and encouraged their confidence in communicating
in English. Students from Dongguan Guangming Primary School have won various awards in martial
arts, drawing, singing and dancing contests, and we have organized various events promoting
students’ understanding of Chinese culture, such as Traditional Culture Festival and Recital Contest
of Famous Chinese Literature.

The school is located on the same campus site as Dongguan Guangming School. As of 31
December 2016, the total site area of the parcels of land on which the school is developed was
approximately 24,192.0 sq.m.. As of 1 September 2016, the school had a capacity of 6,060 students.
The school campus offers a variety of campus facilities, some of which are shared with Dongguan
Guangming School.

Dongguan Guangzheng Preparatory School

We acquired H.S. Kama International School (H5E % # Fili K 55 B5224%) in August 2013 and
changed its name to Dongguan Guangzheng Preparatory School. The school is located in Dongguan,
Guangdong province and offers both PRC curriculum programmes and international programmes. As
of 1 September 2016, the school had a total student enrolment of 9,094 students, comprising of 3,684
high school students, 2,319 middle school students, 2,818 primary school students and 273 students
in the international programmes and employed 550 teachers.

For the 2013/2014 and 2014/2015 school years, 26 and 29 high school graduates from Dongguan
Guangzheng Preparatory School were admitted to First Class Universities in China. We believe
Dongguan Guangzheng Preparatory School is well recognised for its English, sports, art and music
courses.

As of 31 December 2016, the total site area of the parcels of land on which the school is
developed was approximately 193,265.3 sq.m.. As of 1 September 2016, the school had a capacity of
9,706 students.

International Programme

Dongguan Guangzheng Preparatory School offers a three-year international programme which
admits first year high school students. The international programme of the school was authorized by
the London Examination Board in 2005, offering IGCSE courses and A Level courses to high school
students who wish to pursue higher education overseas. In 2006, the London Examination Board
designated the school as its sole test centre in south China.

As of 1 September 2016, the international programmes had 280 students and employed 38
teachers. Graduates from the international programmes are eligible for certificates of completion for
completing A Level or ACT courses. During the Track Record Period, graduates from the
international programme were admitted to reputable universities and colleges overseas.

Huizhou Guangzheng Preparatory School

Huizhou Guangzheng Preparatory School was established in 2014 in Huizhou (Huicheng
District), Guangdong province and is the first school we operated outside of Dongguan. The school
offers primary and secondary school education. As of 1 September 2016, the school had total student
enrolment of 3,903 students, comprising of 1,393 high school students, 1,423 middle school students
and 1,087 primary school students and employed 299 teachers. The school produced its first batch of
middle and high school graduates at the end of the 2015/2016 school year.
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We believe Huizhou Guangzheng Preparatory School is well recognised for its sports, music and
art courses. As of 31 December 2016, the total site area of the parcel of land on which the school is
developed was approximately 64,321.1 sq.m.. As of 1 September 2016, the school had a capacity of
4,024 students.

Panjin Guangzheng Preparatory School

Panjin Guangzheng Preparatory School commenced schooling in 2014 in the city centre of
Panjin, Liaoning province, representing the first school operated by us outside of Guangdong
province. We selected Panjin to establish our fifth school because Panjin is a resource-rich city with
growth potential, a substantial portion of whose population we believe are middle class families that
value high quality private education. According to the Statistics Bureau of Panjin, the annual per
capita disposable income of Panjin increased at a CAGR of approximately 12.1% from 2012 to 2014.
We believe that our Panjin Guangzheng Preparatory School will be able to attract students from
middle class families in the city, as well as students from nearby cities such as Shenyang and Dalian.
In addition, the local government of Panjin provided substantial support to the establishment of our
school by offering us free land use rights, providing government grants and assigning experienced
teachers to our school, which allowed us to commence operations within a short period of time and
at relatively low costs.

Panjin Guangzheng Preparatory School offers primary and middle school education. As of 1
September 2016, the school had a total student enrolment of 1,590 students, comprising of 601
middle school students and 989 primary school students and employed 136 teachers.

Since the school commenced operations in September 2014, there were no middle school
graduates as at the end of the 2014/2015 school year. We expect the school to produce its first batch
of middle school graduates by the end of the 2016/2017 school year.

Panjin Guangzheng Preparatory School offers a variety of school-based elective courses,
including dancing, martial arts and sport. The school has a spacious football court on campus and
offers football classes to students as football is a popular sport in Liaoning province.

As of 31 December 2016, the total site area of the parcels of land on which the school is
developed was approximately 206,340.7 sq.m.. As of 1 September 2016, the school had a capacity of
1,866 students.

Weifang Guangzheng Preparatory School

Weifang Guangzheng Preparatory School commenced operations in September 2016 in Weifang,
Shandong province, representing the second school operated by us outside of Guangdong province.
We selected Weifang to establish our sixth school because Weifang has a number of factors that we
believe are important to driving the demand for high quality private education. For instance, Weifang
is located in Shandong province in the Bohai Economic Rim economic zone, one of the five major
economic zones in China; its neighboring cities, Qingdao and Yantai, are two of the leading
economies in Shandong province and have a rapidly growing middle-class; it has a long-lasting
tradition of promoting education as it is close to the hometown of Confucius, a well-known teacher
and philosopher in the history of China. As of 31 December 2015, Weifang had a population of 9.3
million and a GDP of RMBS517.1 billion, according to the Statistics Bureau of Weifang.

Weifang Guangzheng Preparatory School offers primary and middle school education. As of 1
September 2016, the school had a total student enrolment of 718 students, comprising 386 middle
school students and 989 primary school students and employed 62 teachers. As of 31 December 2016,
the total site area of the parcel of land on which the school is developed was approximately 104,758.0
sq.m.. As of 1 September 2016, the school had a capacity of 752 students.
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Development of New Schools

As of the Latest Practicable Date, we had established schools in three of the five major
economic zones, namely, the Pearl River Delta economic zone, the Northeast Three Provinces
economic zone and the Bohai Economic Rim economic zone. As one of our development strategies,
we intend to continue to strengthen our leading position in the Pearl River Delta economic zone with
a focus on Guangdong province and intend to expand into the West Delta economic zone. We have
entered into cooperation agreements with the local government of Guang’an, Sichuan province and
the local government of Yunfu, Guangdong province, respectively, to establish a new school in each
of these cities, and have entered into a framework agreement with the local government of Dinghu
District, Zhaoqing, Guangdong province for the potential cooperation between the parties for the
establishment of a new school in Zhaoqing. We also intend to engage in discussions with the local
government authorities of various cities in Guangdong, Shandong and Sichuan provinces, to explore
the possibility of establishing a new school in each city. In addition, we entered into a memorandum
of understanding with Dewey College in Canada with respect to the potential cooperation on the
development of a new school overseas.

We will use our best efforts to facilitate the establishment and the commencement of operations
of the new schools, as well as the discussions with the relevant government authorities, subject to
receiving the requisite approvals, licences and permits. The following tables set forth our
expectations, as of the Latest Practicable Date, with respect to certain of our new schools:

New Schools in the PRC

Intended Estimated
school maximum  Estimated Intended
commencement capacity for total capital Costs Intended allocation of
School Status date students” expenditure incurred® source of funds [REDACTED]
(RMB’000)  (RMB’000) (HK$°000)
Guang’an Entered into a | September 9,280 439,800 170,000 Self-owned [REDACTED]
Guangzheng cooperation 2017 capital and/or
Preparatory agreement with the [REDACTED]
School local government
in May 2016
Yunfu Guangzheng  Entered into a | September 10,680 522,000 Nil Self-owned [REDACTED]
Preparatory cooperation 2017 capital and/or
School agreement with the [REDACTED]
local government
in July 2016
Notes:

(1)  Relates to the target maximum capacity for primary, middle and high school education, as well as international
programmes. The estimated maximum capacity for students is based on the target maximum capacity for students as
set forth in the cooperation agreements with the relevant local government authorities. Please refer to “— Guang’an
Guangzheng Preparatory School” and “— Yunfu Guangzheng Preparatory School” below for further details.

(2)  Represents capital expenditure incurred up to the Latest Practicable Date.

(3) In addition to the cooperation agreements with the relevant local governmental authorities for the proposed
establishment of Guang’an Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School, we have also
entered into a framework agreement with the local government for the potential establishment of a new school in
Zhaoqing. The above table does not include information of this proposed new school as the details thereof will be
subject to the parties’ further discussion if we proceed with the establishment of this school.
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New School in Canada
Intended
school Target  Estimated Intended
commencement student total capital Costs Intended source allocation of
School Status date enrolment”’ expenditure  incurred® of funds [REDACTED]
(CAD’000) (USD) (HK$’000)
Dewey College Business proposal 1 September 500-600 2,000 Approximately Self-owned [REDACTED]
(secondary submitted 2017 55,000  capital and/or
school) [REDACTED]

Notes:

(1)  The target student enrolment is based on the business proposal we have made to Dewey College with respect to the
work schedule, financial projections and implementation of the proposed business development plans for the potential
investment and development of a new school in Canada. Please refer to “— Dewey College (secondary school)” below
for further details.

(2)  Represents capital expenditure incurred up to the Latest Practicable Date.

Please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — We may not
be able to successfully execute our growth strategies” of this document for further details about risks
and uncertainties involved in developing new schools.

In order to implement our school development strategy, we have established a development
centre, which is responsible for project evaluation, liaison with local government authorities, and the
construction, establishment and promotion our new schools. The development centre reports directly
to our vice president and had 15 staff as of 31 August 2016. We generally intend to model our new
school campuses based on the campus site of our Dongguan Guangming School and Dongguan
Guangming Primary School, and may also make adjustments based on local conditions.

Guang’an Guangzheng Preparatory School

On 4 May 2016, Guang’an Guangzheng, a wholly owned subsidiary of Guangdong Guangzheng
and Cinese Group, a company controlled by Mr. Liu, entered into a cooperation agreement with the
local government of Guang’an, Sichuan province and the management committee of Guang’an
Zaoshan Logistics and Trade Park. In July 2016, Guang’an Guangzheng and Cinese Group entered
into a supplemental agreement in accordance with the principles of the cooperation agreement. Under
these agreements, we are assigned to establish a new school in Guang’an, offering, among other
things, primary, middle and high school education, as well as international programmes. The major
terms of the cooperation agreement are set forth below:

Land use right The local government allocates the land use right to us for free
provided that the land is used for primary, middle and high
school education and allocates the land use right to us at a
designated price if the land is used for kindergarten and
international programmes‘".

School construction We are responsible for completing the construction of the
campus site and the school buildings by the end of August 2017.
The school is expected to commence operations in September
2017.
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Preferential policies The local government offers certain preferential policies and
provides assistance to the school to facilitate its construction.

Target maximum 9,280 students.
capacity®

Notes:

(1) As of the Latest Practicable Date, the local government of Guang’an had yet to allocate the relevant land use
right to us.

(2)  Refers to the target maximum capacity for primary, middle and high school education, as well as international
programmes.

We have strategically selected Guang’an to establish a new school because Guang’an has a
number of factors that we believe are important to driving the demand for high quality private
education. For instance, Guang’an is located in Sichuan province in the West Delta economic zone,
one of the five major economic zones in China and a geographic region into which we intend to
expand our school network. As of 31 December 2015, Guang’an had a GDP of RMB100.6 billion,
according to the Statistics Bureau of Guang’an.

We expect Guang’an Guangzheng Preparatory School to commence operations in or around
September 2017. The school will be a boarding school with on-campus dormitories and will primarily
target to recruit PRC students. The school will offer the curriculum mandated by the PRC regulatory
authorities and school-based elective courses for its PRC curriculum programmes.

Yunfu Guangzheng Preparatory School

On 19 July 2016, we entered into a cooperation agreement with the local government of Yunfu,
Guangdong province to establish a school in Yunfu, offering, among other things, primary, middle
and high school education. The major terms of the cooperation agreement are set forth below:

Land use right The local government allocates the land use right to us at a
designated price. The land must be used for educational
purposes‘".

School construction We are responsible for the construction of the campus site and

all the real estate properties of the school.

Preferential policies The local government offers certain preferential policies and
provides assistance to the school to facilitate its construction
and operations.

Target maximum 10,680 students.
capacity®
Notes:

(1) As of the Latest Practicable Date, the local government of Yunfu had yet to allocate the relevant land use right
to us.

(2)  Refers to the target maximum capacity for primary, middle and high school education, as well as international
programmes.
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We have strategically selected Yunfu to establish a new school because Yunfu has a number of
factors that we believe are important to driving the demand for high quality private education. For
instance, Yunfu is located in Guangdong province in the Pearl River Delta economic zone, a
geographic region in which we intend to strengthen our leading position. As of 31 December 2015,
Yunfu had a population of 2.5 million and a GDP of RMB7.1 billion, according to the Statistics
Bureau of Yunfu.

Yunfu Guangzheng Preparatory School will be a boarding school with on-campus dormitories
and will primarily target to recruit PRC students. We expect a majority of the students to be from
Yunfu, with the remainder being primarily from Yunfu’s neighbouring cities and other parts of
Guangdong province. The school will offer the curriculum mandated by the PRC regulatory
authorities and school-based elective courses for its PRC curriculum programmes.

Zhaogqing Guangming Preparatory School

On 15 December 2016, we entered into a framework agreement with the local government of
Dinghu District, Zhaoqing, Guangdong province for the potential cooperation between the parties for
the establishment of Zhaoqing Guangming Preparatory School, which will offer, among other things,
primary and middle school education. Under the framework agreement, we will obtain the land use
right for the construction of the proposed school pursuant to the relevant laws and regulations, and
the local government will provide us with certain preferential policies and assistance to facilitate the
construction and operations of the proposed school. We expect that if we proceed with the
establishment of this school, we will negotiate further with the counterparty and enter into further
definitive agreement(s) as and when appropriate.

Dewey College (secondary school)

On 10 February 2016, we entered into a memorandum of understanding (“MOU”) with Dewey
College, an independent high school subject to inspection by the Ontario Ministry of Education,
Canada, with respect to the parties’ potential cooperation in setting up a private school in Ontario,
Canada, providing secondary and pre-university education. According to the MOU, we will provide
funding for the new school, the amount of which will be determined at a later date; while Dewey
College will provide school management services and utilize its partnership relations with certain
Canadian universities to provide assistance to our graduates who wish to pursue further studies in
Canada. In addition, according to the MOU, the parties agree to jointly organize holiday study
programmes such as English summer camps, explore further business opportunities in the education
sector in Canada, explore and develop joint training and research projects, arrange seminars,
workshops and academic exchange activities, and exchange information on education and training.
As at the Latest Practicable Date, we had established a subsidiary in Canada, which is a joint venture
company with Dewey International Holdings Limited for the potential investment and development
of a new school in Canada. Further, we have made a business proposal with respect to the work
schedule, financial projections and implementation of the proposed business development plans
including (i) expanding the campus of Dewey College (including acquiring a new campus) in order
to increase the student enrolment number and improving the current school facilities to accommodate
the future inflow of student graduates from our schools; and (ii) developing online education
programmes and teaching resources for Ontario Secondary School credits towards achievement of an
Ontario Secondary School Diploma which can be introduced to the students of our schools in the PRC
on a fee basis. The potential cooperation with Dewey College under the MOU and the proposed
business development plans outlined above are subject to uncertainties, and therefore may or may not
materialise as contemplated or at all. For details of the risks associated therewith, please refer to
“Risk Factors — Risks relating to our business and our industry — We may not be able to successfully
execute our growth strategies” of this document.

As of the Latest Practicable Date, we intended to allocate up to CAD2.0 million for the purpose
of establishing the new school. The execution of the MOU, the establishment of a joint venture
company in Canada, the budget allocation and the other steps we have taken for the potential
development of new schools overseas are also part of our efforts towards meeting the Qualification
Requirement, with a view to unwinding the Contractual Arrangements wholly or partially as and
when permissible and practicable under the prevailing PRC laws and regulations in the future. Please
refer to “Contractual Arrangements” of this document for further details.
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THE DECISION ON AMENDING THE LAW FOR PROMOTING PRIVATE EDUCATION
OF THE PRC

On 7 November 2016, the Decision on Amending the Law for Promoting Private Education of
the PRC ( (BHME < 3E N RILFNE R F MR HELSPE) ) was approved by the Standing
Committee of the National People’s Congress (the “Decision”), which will become effective on 1
September 2017. The Decision has made certain amendments to the Law for Promoting Private
Education. According to the Decision, school sponsors of private schools can choose to establish
schools as not-for-profit or for-profit entities, with the exception of schools providing compulsory
education, which can only be established as not-for-profit entities.

For details of the amendments pursuant to the Decision, including the major differences between
not-for-profit schools and for-profit schools, please refer to “Regulations — Regulations on Private
Education in the PRC — The Decision on Amending the Law for Promoting Private Education of the
PRC” of this document.

Potential implications of the Decision on us
Certain potential implications of the Decision on us include:
. Classification of our schools as not-for-profit schools under the Decision

All of our existing schools which provide compulsory education, namely our primary and
middle schools, as well as our high schools are currently not-for-profit schools under the
classification of the Decision, for the reasons that: (i) the Education Law of the PRC (before the
amendments on 27 December 2015) requires that all private schools must not be established for
profit-making purposes (although such schools may be operated for reasonable return pursuant
to the Law for Promoting Private Education in the PRC then effective); (ii) all of our existing
schools were established as not-for-profit schools before the promulgation of the Decision and,
since their establishment, have never changed their status to for-profit schools under the
applicable PRC Laws and regulations; and (iii) neither the amendments to the Education Law
of the PRC nor the Decision have affected the not-for-profit status of our existing schools.

J Change of status to for-profit school

We have not yet had any definitive plan to change the status of any of our high schools to
for-profit schools as at the Latest Practicable Date, based on the reasons that (i) the Decision
does not specify that our schools have to notify any authority of their status as not-for-profit
entities or for-profit entities within a prescribed time period upon the Decision becomes
effective; (ii) the Decision is silent on the specific measures with respect to how existing
schools can choose to become for-profit schools, which, according to the Decision, shall be
regulated by the corresponding laws and regulations promulgated by local government
authorities; and (iii) the implementation regulations have not been promulgated. We also have
no plans to change the status of any of our primary and middle schools to for-profit schools as,
according to the Decision, our primary and middle schools can only be established as
not-for-profit schools.

In the event that the status of any of our high schools is changed into a for-profit school,
according to the Decision, the school sponsor of such school will be able to obtain operating
profit. However, on the basis that the foreign ownership restriction and foreign control
restrictions as described in “Regulations — Foreign Investment in Education in the PRC” and
“Contractual Arrangements — PRC Laws and Regulations Relating to Foreign Ownership in the
Education Industry” remain in effect, we will still be required to maintain our Contractual
Arrangements pursuant to which we will control such school and will provide corporate
management and education management consultancy services, intellectual property licensing
services as well as technical and business support service in return for service fees. According
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to the Decision, as a for-profit school, there will be more flexibility in determining the types and
amounts of fees charged by such school as this will be determined by the school at its discretion.
Moreover, upon liquidation of a for-profit school, the school sponsor(s) of which can obtain the
school’s remaining assets after the settlement of such school’s indebtedness (unlike the
requirements and restrictions under the Decision which apply to the liquidation of a
not-for-profit school). However, if any of our high schools is changed into a for-profit school,
a potential impact on us will be that the supporting measures that a for-profit school may enjoy
will be less than a not-for-profit school. For instance, for-profit schools will not be expected to
enjoy the same preferential tax treatment as public schools or not-for-profit schools. It is also
unclear whether, when and how existing schools that choose to become for-profit schools will
be required to pay additional taxes or undergo re-registration or financial settlement during the
transition process.

With respect to our new schools in operation or proposed new schools, namely Panjin
Guangzheng Preparatory School, Weifang Guangzheng Preparatory School, Guang’an
Guangzheng Preparatory School, Yunfu Guangzheng Preparatory School and Zhaoqing
Guangming Preparatory School, we have not made any definitive decision as to whether to
commence offering high school education in such schools. In the event that we decide in doing
so, we will adopt the same approach in deciding whether any such new high schools will be
operated as for-profit schools or not.

As advised by our PRC Legal Adviser, the above mentioned arrangement relating to our
high schools does not violate the applicable PRC laws, since the Decision does not require
existing private high schools to decide whether to become for-profit or not-for-profit schools
within a time limit.

. Operating profits or reasonable return

According to the Decision, private schools are either for-profit or not-for-profit schools
and the Decision no longer makes a distinction between schools the school sponsors of which
require reasonable return and which do not require reasonable returns. School sponsors of
for-profit schools may obtain operating profits, while schools sponsors of not-for-profit schools
cannot obtain operating profits.

Notwithstanding that the school sponsors of all of our schools require reasonable returns,
as the school sponsors of all of our schools have never obtained any reasonable return from our
schools (that is, none of the operating profits of our schools have been passed to the school
sponsors) and do not intend in doing so, we consider that the above amendment does not affect
our schools.

. Contractual Arrangements

Our PRC Legal Adviser has advised us that, the Decision has no material impact on the
Contractual Arrangements and that the Contractual Arrangements will remain legal and
effective (including the payment of fees pursuant thereunder) after the Decision becomes
effective, if the Regulation on Operating Sino-foreign Schools of the PRC ( {13 A R[]
HAMGAEHFERGI) ) (the “Sino-foreign Schools Regulation™), the Foreign Investment
Industries Guidance Catalog (Amended in 2015) ( (A& E 5 E H 8k (20154F157])) (the
“Guidance Catalog”) and other relevant PRC laws remain unchanged by then, because (i) the
Sino-foreign Schools Regulation and the Guidance Catalog still prohibit foreign ownership of
primary and middle schools in the PRC and restrict the operation of high schools to sino-foreign
cooperation; and (ii) the Decision does not prohibit the Contractual Arrangements in relation to
schools operating in the PRC, and does not prohibit the payment of service fees by private
schools operating in the PRC to their service providers, including the payment of fees pursuant
to the Contractual Arrangements.
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Potential risks and impact of the Decision on us

We have been advised by our PRC Legal Adviser that there are substantial uncertainties
regarding the interpretation and application of the Decision which affect or may affect our industry
as a whole or any of our schools, especially given that the relevant implementation regulations had
not been promulgated as at the Latest Practicable Date. Please refer to the risk factors associated with
the Decision including, among other things, “Risk Factors — Risks related to the Decision on
Amending the Law for Promoting Private Education in the PRC — There are substantial uncertainties
regarding the interpretation and application of the Decision”.

Since the implementation regulations had not been promulgated as at the Latest Practicable
Date, we will closely monitor any such promulgation or amendment and the development thereof. In
particular, we will obtain advice from our PRC legal advisers from time to time prior to making any
decisions in response to the amendments in connection with the Decision (including any proposed
change of status of any of our high schools to for-profit schools) and will provide the relevant updates
to our Shareholders and investors by way of disclosure in announcement and/or annual/interim
reports, as and when appropriate.

OUR STUDENTS AND STUDENT RECRUITMENT

As of 1 September 2016, we had a total student enrolment of approximately 31,788 students,
including 7,733 high school students, 12,509 middle school students, 11,199 primary school students
and 347 students in the international programmes.

We believe our reputation for providing high quality private primary, middle and high school
education and our dedication in achieving the well-rounded development in students are key
attractions for our prospective students. For student recruitment in our high schools, we participate
in the unified admission procedure administered by the relevant Educational Bureau and generally
admit middle school graduates who have applied to our schools through the unified admission system
and have reached or exceeded the standardized test scores required by us. We also recruit a limited
number of specialty students who have sports, music or art talents for our high schools each school
year and administer additional tests to evaluate applicants’ skills in the respective specialty area. For
student recruitment in our middle schools, we generally admit primary school graduates who have
achieved the requisite scores in admission tests administered by us. For student recruitment in our
primary schools, we require applicants to participate in on-campus interviews and generally admit
kindergarten graduates who are enthusiastic about learning and have performed well in our
interviews. We accept applications for our international programmes throughout the year and
applicants who pass the tests administered by us will be admitted. We also accept a limited number
of transfer students each school year who meet our admission requirements.

We encourage our primary and middle school graduates to apply for our middle and high
schools, as applicable, either within the same school or with another school in our school network
that provides the desired higher level of education. Graduates from our schools enjoy priority in the
admission process and will generally be admitted to their desired higher-level schools within our
school network. For the 2013/2014, 2014/2015 and 2015/2016 school years, approximately 86.9%,
82.4% and 83.3% of our primary school graduates enrolled in our middle schools. For the same
school years, approximately 51.9%, 54.9% and 58.7% of our middle school graduates enrolled in our
high schools.

To attract high-quality students to apply for our schools, we engage in a variety of marketing
and recruitment methods, including advertising our relatively recently established schools through
newspapers and other media, visiting potential feeder schools to introduce our educational
programmes, inviting prospective parents and students for campus tours, distributing information
booklets, providing free trial classes and providing scholarships and tuition discounts. We believe
that our brand name also plays an essential role in student recruitment and engage in a variety of
marketing methods to promote our brand name, including increasing media coverage of our Group,
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organizing promotion events, donating to good causes and participating in community services. For
the years ended 31 August 2014, 2015 and 2016, our selling expenses in relation to marketing and
student recruitment were RMB6.3 million, RMB7.5 million and RMB13.3 million, respectively.

OUR TEACHERS AND TEACHER RECRUITMENT

We employ a team of qualified and committed teachers, which enables us to offer a variety of
mandatory and elective courses and provide moral guidance to our students. As of 1 September 2016,
we employed 1,960 teachers, including 486 high school teachers, 765 middle school teachers, 671
primary school teachers and 38 teachers for the international programmes. The following table sets
forth the number of teachers for each of our schools as of the dates specified:

1 September

School 2013 2014 2015 2016
Dongguan Guangming School 622 605 606 602
Dongguan Guangming Primary

School 239 268 321 311
Dongguan Guangzheng Preparatory

School 280 366 464 550
Huizhou Guangzheng Preparatory

School 21 84 190 299
Panjin Guangzheng Preparatory

School - 36 85 136
Weifang Guangzheng Preparatory

School - - - 62
Total 1,162 1,359 1,666 1,960

As of 1 September 2016, one of our teachers had Exceptional Teacher qualifications, 97 had
Advanced Teacher qualifications, eight were provincial level academic leaders and 47 were city-level
academic leaders. Exceptional Teacher qualification is an honorable qualification awarded to teachers
who have made exceptional contributions to the education industry. The city-level educational
authorities select the awardees from potential candidates nominated by the schools. The selected
awardees are to be approved by provincial governments and registered with the administrative
department of education under the State Council. Advanced Teacher qualification is a professional
qualification awarded to teachers who meet certain requirements and have made certain achievements
as teachers. Potential candidates submit applications to their respective schools, which review and
select the qualified awardees according to the relevant rules, regulations and local policies. Each
school receives a quota from the relevant government authorities with respect to number or
percentage of Advanced Teacher qualification it is able to award. As of 1 September 2016, over 79%
of our PRC-qualified teachers held bachelors or higher degrees.

We employ our teachers through different channels and methods, including campus recruitment,
general public recruitment, candidate self-nominations and the use of online recruiting websites. We
generally follow the following procedures in recruiting our new teachers: determine our recruiting
demands; recruitment advertising; collect resumes; select appropriate candidates; assess candidates’
professional qualifications; asses candidates’ moral qualities; professional skills tests; trial lectures;
interview by school principals; group discussion by teachers and administrative personnel; obtain
approval for hiring; notify results to candidates; verify identities and professional certificates of new
hires; verify prior work experiences of new hires and physical check-up of new hires; new teacher
report to work.
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To attract and retain high-quality teachers, we believe we offer a relatively competitive salary
and benefits package and generally offer free or low cost accommodation on campus or close to our
schools. As of 1 September 2016, approximately 13.7% of our 1,960 teachers had been with us for
over five years and 10.5% had been with us for more than ten years. We believe we have experienced
a relatively low turnover ratio involving our teachers during the Track Record Period. For the
2013/2014, 2014/2015 and 2015/2016 school years, approximately 14.5%, 9.7% and 12.5% of our
teachers voluntarily resigned from our schools.

Our newly hired teachers undergo training programmes in which they familiarize themselves
with the requirements and expectations of their respective school and our Group, and get to know
their work environment and colleagues. We also provide on-going training programmes for our
teachers such as discussion groups, cross-school teacher seminars and outdoor training camps, where
our teachers share experiences, enhance teaching skills and improve teamwork.

We monitor teaching quality through a teaching evaluation system based on various factors,
including student questionnaires, achievement of teaching targets and student test scores. We reward
teachers with high performance evaluations and require teachers who do not meet out expectations
to improve within a prescribed period of time. We implement strict rules prohibiting our teachers
from accepting gifts of monetary value from parents and students. As of the Latest Practicable Date,
we were not aware of any negative news about our teachers receiving gifts from parents or students.

COMPETITION

The education sector in China is rapidly evolving, highly fragmented and competitive. We face
competition for students in each geographic market in which we operate. In particular, we compete
with public schools and private schools that offer PRC curriculum programmes at primary, middle
and high school levels and, to a lesser degree, with private schools that offer international
programmes and international schools. We believe that the principal competitive factors in our
relevant markets include brand and reputation, operating experience, quality of educational
programmes, types of educational programmes, tuition fees, academic performance of students,
students and parents satisfaction rate, student placement and ability to attract and retain high quality
teachers and staff.

We believe our principal competitive advantages include:

. the reputation of our educational group and our schools;

. our extensive operating experience and replicable business model;

. the scope and quality of our education programmes, services and offerings;

. the academic performance of our students;

. educational programmes that offer primary, middle and high school education;

. our emphasis on the well-rounded development of students and student achievements in
sports, music and art;

. the ability to rapidly evolve and expand;

. students’ and parents’ satisfaction; and

. the quality of our teachers.

We expect competition to persist and intensify. Our existing and potential competitors may have
access to resources that we do not have, may be able to devote greater resources to student

recruitment, campus development and brand promotion than we can and may respond more quickly
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to changes in the market than we do. Please refer to “Industry Overview” and “Risk Factors — Risks
Relating to Our Business and Industry — We may be subject to pricing pressures, reduced operating
margins, loss of market share, departure of key employees and increased capital expenditures due to
competition in the education sector” of this document for further details about the competition we
face and the impacts on our business.

EMPLOYEES
We had 2,046, 2,348, 2,763, 3,355 employees as of 1 September 2013, 2014, 2015 and 2016,
respectively. The following table sets forth the approximate numbers of our employees by function

as of the dates indicated:

As of 1 September

Types of Employees 2013 2014 2015 2016
Executive Directors and senior

management 9 9 9 10
Teachers 1,162 1,359 1,666 1,960
Counsellors 291 342 418 487
Administrative and supporting staff 374 386 396 533
Campus security 66 74 73 95
Accounting and finance staff 28 32 29 39
Ancillary service supporting staff 116 146 172 231
Total 2,046 2,348 2,763 3,355

As of the Latest Practicable Date, our employees were primarily located in the PRC. As required
by the regulations in the PRC, we participate in various employee social security plans for our PRC
employees that are administered by municipal and provincial governments, including housing,
pension, medical insurance and unemployment insurance. Please refer to “— Legal Proceedings and
Compliance” below for further details about our compliance with the relevant social insurance and
housing provident fund regulations. During the Track Record Period, there was no labour union
within our Group and we generally did not rely on employment agents for the recruitment of our
employees.

CUSTOMERS AND SUPPLIERS

Our customers primarily consist of our students and their parents. We did not have any single
customer who accounted for more than 5% of our revenue for each of the years ended 31 August
2014, 2015 and 2016.

Our suppliers primarily comprise of food, educational services and educational material
suppliers. For the years ended 31 August 2014, 2015 and 2016, purchases from our five largest
suppliers amounted to RMB22.3 million, RMB29.9 and RMB30.5 million, respectively, representing
9.3%, 10.3% and 8.2% of the cost of revenue, respectively. During the same periods, purchases from
our largest supplier, HRFEM &AM AAF (Dongguan Yingwei Foods Company Limited),
amounted to RMB10.9 million, RMB12.0 million and RMB113.2 million, respectively. Three of our
five largest suppliers during the Track Record Period are related parties of our Group for accounting
purposes, namely H 5 M & B E A FL% H0 (Dongguan Yingwei Foods Co. Ltd.) and T EH =
B EMAE]E (Dongguan Houjie Chang Ying Food Store) which are controlled by Mr. SP Liu (being
the father of Mr. Liu) and & 244 % Rl &5 (Dongguan Houjie Yingfa Grocery Store) which is
controlled by a close family member of Mr. Liu. For the years ended 31 August 2014, 2015 and 2016,
purchases from these three suppliers in aggregate amounted to RMB13.9 million, RMB16.9 million
and RMB22.7 million, respectively. As of the Latest Practicable Date, we intended to discontinue the
aforesaid related party transactions prior to [REDACTED]. Please refer to “Financial Information —
Related Party Transactions” and note 36 to the Accountants’ Report in Appendix I to this document
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for further details. None of our Directors, their respective close associates, or any Shareholder who,
to the knowledge of our Directors, owns more than 5% of our issued capital, had any interest in any
of our five largest suppliers during the Track Record Period and up to the Latest Practicable Date.

INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we had five trademarks in the PRC relating to Dongguan
Guangzheng. We are also the registered owner of four domain names, including “gmps.cn”, which
was registered by Dongguan Guangming Primary School, “gmhs.cn” and “gmhs.com.cn”, which were
registered by Dongguan Guangming School, and “wisdomeducationintl.com”, which was registered
by our Company. Please refer to “B. Further Information About Our Business — 2. Intellectual
property rights” in Appendix V of this document for further details.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject
to any intellectual property infringement claims which had any material impact on our Group. Please
also refer to “Risk Factors — Risks relating to Our Business and Our Industry — Our brand and
reputation may be negatively affected if we fail to adequately protect our intellectual property rights”
of this document for further details.

AWARDS AND RECOGNITIONS

We pride ourselves on the achievements of our students. Our Dongguan Guangming School high
school male basketball team won two consecutive Dongguan city championships in 2009 and 2010,
won provincial championship of Guangdong province in 2010 and became national runner-up among
all Chinese high school basketball teams in 2011. Our schools’ badminton, table tennis and athletic
teams have won multiple championships in various tournaments in Dongguan. Our students have won
various gold, silver and bronze prices in singing and dancing competitions and numerous first prizes
in national, provincial and municipal Chinese calligraphy contests. We believe the accomplishments
of our students reflect their well-rounded development at our schools.

In addition, our schools have received various awards recognizing our achievements in various
aspects of private primary, middle and high school education. The following tables set forth some of
the awards and accolades we have received:

Comprehensive Awards

Year Award/Accreditation Awarding Organization Awarded Entity

2014 Outstanding Private School in Dongguan Private Education Dongguan Guangming School
Dongguan (F5E 87 RIFEAL) Association (F5ET RHHEE &)

2014 Leading Private School in Dongguan Dongguan Private Education Dongguan Guangming School
CREE T e it R LA ) Association (RZE T RIFAE e

2006 First-tier School in Dongguan Dongguan Education Bureau (R5£i%  Dongguan Guangming

CREETT — R ELL)

Academic Awards

B)

Primary School

Year Award/Accreditation Awarding Organization Awarded Entity

2014 Model School for Standardized Department of Education of Guangdong  Dongguan Guangming
Compulsory Education in Province (A HHIE) Primary School
Guangdong Province (B RH Dongguan Guangming School
BIHEILELR) (middle school section)

2014 Model School for Language and Language Commission, Dongguan Dongguan Guangming School

Writing Standardization in Dongguan

CREE T3 & X AL 73R

Education Bureau CRZEMT A& X7 L
KZBE - WENTHER)
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Year

2013

2013

2010

2008

2006

2006

Award/Accreditation

Top 100 Education and Research
Institution for Primary and
Secondary Education in China

(BB NELBCR LT 7 R B

Model School for Language and
Writing Standardization in
Guangdong Province

(B 5 3B R 88D

Leading Research Institution for
Research Projects by the Ministry of
Education

(HLE AR T S AL

Top 100 School in Education and
Research in China (ZEABF R E
HBEL)

Experimental School for China’s
Fundamental Education Network

(MR B A A )

Experimental School for Advanced
Education Technology (BfCEFE il
HRER)

Awarding Organization

National Association of Primary and
Secondary Education (25 H/NE%
HEE)

Language Commission, Department of
Education of Guangdong Province

g%%%ﬁﬁﬁﬁ E%é nnmj(?‘]:ﬂz
=Ry

Chinese Education Expert Association,
National Secondary School Education
and Research Consortium (ZH#F
;%%ifﬁ‘@ » B PEEE RS
12

)

Chinese Education Expert Association,
National Primary and Secondary
School Consortium of Education and

Research
CRAFTEZXZEEE - 2B P/NER
BRI A )

China Fundamental Education Website

(TR EH)

Department of Education of Guangdong
Province

(ERALFR)

Sports, Art and Chinese Culture Education Awards

Year

2015

2013

2011

2009

Award/Accreditation

Dongguan Guangming School high
school male basketball team was
invited to attend the prestigious
Iolani Classic Basketball Tournament
held in Honolulu, Hawaii as China’s
representative team

Featured School for Traditional Sports
in Guangdong (track and field) (5
HEEESUE A 2K ()

Youth Basketball Training Base for
Guangdong

([i%é i’“@%ﬂwllﬁiﬁﬂﬁ)

Sports-specialty Students Training Base
for Tsinghua University (7 #EAELHE
BHRA L)

Awarding Organization

China School Sports Federation,
Basketball Branch ("FBHEEHEE
i & BBk )

Sports Bureau of Guangdong Province

(EREMFR)

Department of Education
of Guangdong Province

(ERALFH)

Sports Bureau of Guangdong Province

(EREMFR)

Sports Department, Tsinghua University

(HHEREE T )
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Year Award/Accreditation

2008 Training Base for Arts-Specialty
Students in China (Bl = A (5
75 Bl )

2008 Leading School for Calligraphy

Education in Guangdong (#3514
BEIDERR)

Moral Education Awards

Year Award/Accreditation

2013 Dongguan Model School for Moral
Education (5% M & /R #ER L)

2012 Dongguan Model School for Moral
Education (5 & H R HE )

2006 National Moral Education Base for

Primary and Middle School Students
(RN AR B S
fir)

Campus Related Awards

Year Award/Accreditation

2016 Most Beautiful Campus in Dongguan
CREE T e LA )

PROPERTIES

Awarding Organization

Ministry of Education — Committee for
the Promotion of Art Education in
China; Ministry of Culture —
Development Foundation of Chinese
Society and Culture; Election Office
for Outstanding Specialty Students in
China; Dongguan Office for Star
Kids ((BCA ) HEREM AT g
SOULR) hHEAL & SO B AR 4 g
BB 5 R AR AR 0 B O % RE T
HHZBEBHMAE)

Guangdong Teenage Calligraphy
Competition Organizing Committee

(BAH /0 A KAL)

Awarding Organization

Dongguan Education Bureau (5% M4
&)

K

Dongguan Education Bureau (35& i %L
BR)

The Chinese Society of Education (!
BHEEE)

Awarding Organization

China News Service, Dongguan Branch

(BT B SRS S

Awarded Entity

Dongguan Guangzheng
Preparatory School

Dongguan Guangming School

Awarded Entity

Dongguan Guangzheng
Preparatory School

Dongguan Guangming School

Dongguan Guangzheng
Preparatory School

Awarded Entity

Dongguan Guangming
School

Dongguan Guangming
Primary School

Dongguan Guangzheng
Preparatory School

As of 31 December 2016, we owned the land use rights for 17 parcels of land in the PRC with
a total site area of approximately 728,124.2 sq.m. and 49 buildings and eight units with a total gross
floor area of approximately 535,914.7 sq.m. All of the above properties are used for non-property
activities as defined under Rule 5.01(2) of the Listing Rules. As of 31 December 2016, we also leased
the land use rights for one parcel of land with a total site area of approximately 2,398 sq.m. and 17
buildings and units with a total gross floor area of 74,334.4 sq.m. from Independent Third Parties for
the operations of our schools.
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Owned Properties
Land
As of 31 December 2016, we owned the land use rights for 17 parcels of land with a total gross

site area of approximately 728,124.2 sq.m.. The following table sets forth a summary of the land use
rights we owned:

No. of
Parcels
of  Gross Site Existing
Land Used by Land Area Location Use Expiry Date
(sq.m.)
Dongguan Guangming School 3 1352472 Dongguan, Guangdong Province ~Education 19 February 2053
Dongguan Guangming Primary School 1 24,192 Dongguan, Guangdong Province ~ Education ~ N/A
Dongguan Guangzheng Preparatory School 3 193,265.3 Dongguan, Guangdong Province  Education 27 March 2055 -
19 March 2056
Huizhou Guangzheng Preparatory School 1 64,321.1 Huizhou, Guangdong Province ~ Education = N/A
Panjin Guangzheng Preparatory School 2 206,340.7 Panjin, Liaoning Province Education ~ N/A
Weifang Guangzheng Preparatory School | 104,758  Weifang, Shandong Province Education ~ N/A
Total 17 728,124.2

As of the Latest Practicable Date, we had not obtained the land use right certificates for the
seven parcels of land used by Dongguan Guangming Primary School with a gross site area of
approximately 24,192 sq.m.. For further details on the legal consequences, potential penalties and
risks and uncertainties associated with the lack of land use right certificates, please refer to “— Legal
Proceedings and Compliance” below, “Risk Factors — Risks Relating to Our Business and Our
Industry — We are subject to extensive governmental approvals and compliance requirements for the
construction and development of our schools and in relation to the land and buildings that we own”
of this document.

The parcels of land held by Huizhou Guangzheng Preparatory School, Panjin Guangzheng
Preparatory School and Weifang Guangzheng Preparatory School are government-allocated land. As
advised by our PRC Legal Adviser, under the applicable PRC laws and regulations, all such parcels
of land, being government-allocated land, and the buildings attached thereto cannot be transferred,
leased or pledged without prior approval of the relevant government authorities.
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Buildings

As of 31 December 2016, we owned 49 buildings and eight units in the PRC with an aggregate
gross floor area of approximately 535,914.7 sq.m.. The following table sets forth a summary of the
buildings we owned:

No. of
Buildings/  Gross Floor Existing
Building Used by Units Area  Location Use
(sq.m.)

Guangdong Guangzheng 8 units 1,476.0  Dongguan, Guangdong Province  Office
Dongguan Guangming School 14 buildings 138,429.3  Dongguan, Guangdong Province ~ Education
Dongguan Guangming Primary School 6 buildings 69,471.9  Dongguan, Guangdong Province  Education
Dongguan Guangzheng Preparatory School 12 buildings 138,525.3  Dongguan, Guangdong Province  Education
Huizhou Guangzheng Preparatory School 3 buildings 63,988.8  Huizhou, Guangdong Province Education
Panjin Guangzheng Preparatory School 11 buildings 76,588.2  Panjin, Liaoning Province Education
Weifang Guangzheng Preparatory School 3 buildings 47,435.2  Weifang, Shandong Province Education
Total 49 buildings

and § units 535,914.7

As of 31 December 2016, we leased, as the landlord, the eight units owned by Guangdong
Guangzheng with a total gross floor area of approximately 1,476 s.q.m to a single tenant for a term
due to expire on 31 December 2020. For the years ended 31 August 2014, 2015 and 2016, our
property rental income was RMB1.0 million, RMBO0.9 million and RMB1.0 million, respectively. As
advised by our PRC Legal Adviser, all educational facilities in a school cannot be pledged under the
applicable PRC laws and regulations.

Building ownership certificates

As of the Latest Practicable Date, we had not obtained the building ownership certificates for
a total of 32 of our owned buildings: (i) eight of the 14 buildings used by Dongguan Guangming
School with a gross floor area of approximately 67,070 sq.m., (ii) six buildings used by Dongguan
Guangming Primary School with a gross floor area of approximately 69,471.9 sq.m., (iii) four of the
12 buildings used by Dongguan Guangzheng Preparatory School with a gross floor area of
approximately 70,229.2 sq.m., (iv) 11 buildings occupied by Panjin Guangzheng Preparatory School
with a gross floor area of approximately 76,588.2 sq.m., including four buildings that had not been
put to use as of the Latest Practicable Date with a gross floor area of 24,600.4 sq.m., and (v) three
buildings occupied by Weifang Guangzheng Preparatory School with a gross floor area of
approximately 47,435.2 sq.m..
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Other certificates

In addition, as of the Latest Practicable Date, we had not obtained certain other requisite
certificates or permits for certain buildings under construction and certain buildings in use for which
we had not obtained the building ownership certificates, primarily caused by administrative oversight
and the relevant school management being unfamiliar with the relevant regulatory requirements. A
summary of the material outstanding certificates and permits as of the Latest Practicable Date is set
forth below:

Affected total gross floor area (sq.m.)

Certificate

for passing

Planning Construction environmental

certificate permit assessments

Dongguan Guangming School 48,030.0 21,836.0 -
Dongguan Guangming Primary School 69,471.9 69,471.9 69,471.9
Dongguan Guangzheng Preparatory School 62,145.5 62,145.5 70,229.2
Weifang Guangzheng Preparatory School - 84,764.6 47,435.2

For further details on the legal consequences, potential penalties and risks and uncertainties
associated with the legal defects to certain of our owned buildings, please refer to “— Legal
Proceedings and Compliance” below, “Risk Factors — Risks Relating to Our Business and Our
Industry — We are subject to extensive governmental approvals and compliance requirements for the
construction and development of our schools and in relation to the land and buildings that we own”
of this document. As of the Latest Practicable Date, we had obtained the relevant certificates which
indicate that all the buildings in use and owned by us can be used safely, including the certificate of
passing construction completion inspections, the completion report or the safety assessment report for
building structures, as applicable, and the certificate for passing fire control assessments.

As of the Latest Practicable Date, except as otherwise disclosed in this document, we were not
aware of any actual or contemplated actions, claims or investigations by any government authorities
or third parties against us with respect to the lack of land ownership certificates, building ownership
certificates and other relevant certificates or permits for certain of our owned properties. We are in
the process of applying for the requisite outstanding certificates and permits for all of our owned
properties. We also intend to apply for all requisite certificates and permits for our owned properties
before they will be put into use in the future.

Leased Properties

As of 31 December 2016, we leased one parcel of land with a total gross site area of
approximately 2,398 sq.m. in Dongguan, Guangdong Province from an Independent Third Party. The
land lease has a term of nine years and expires in 2024. The leased land is used by Dongguan
Guangming School for leisure and recreational activities.

As of 31 December 2016, we leased 17 buildings and units with a total gross floor area of
approximately 74,334.4 sq.m. from Independent Third Parties, including 12 buildings in Dongguan,
Guangdong Province with a gross floor area of approximately 63,008.2 sq.m., which were used as
student dormitories and staff apartments for Dongguan Guangming School, two buildings in
Dongguan, Guangdong Province with a gross floor area of approximately 10,902 sq.m., which were
used as staff apartments for Dongguan Guangzheng Preparatory School, one unit in Weifang,
Shandong Province (the lease of which is currently under renewal) with a gross floor area of
approximately 197.1 sq.m., which was used as staff apartments for Weifang Guangzheng Preparatory
School, one unit in Panjin, Liaoning Province with a gross floor area of approximately 122.5 sq.m.,
which was used as staff office and apartments, and one unit in Yunfu, Guangdong Province with a
gross floor area of approximately 104.5 sq.m., which was used as Yunfu Guangzheng Preparatory
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School’s registered address. The 14 leased buildings in Dongguan, Guangdong Province have lease
terms ranging from one to 20 years. The leased unit in Weifang, Shandong Province had a lease term
of one year till November 2016, which is currently under renewal. The leased unit in Panjin, Liaoning
Province has a lease term of one year and the lease expires on 31 July 2017. The leased unit in Yunfu
has a lease term of one year and the lease expires on 23 August 2017. For the years ended 31 August
2014, 2015 and 2016, our property rental expenses were RMB3.5 million, RMB4.8 million and
RMB5.8 million, respectively.

As of the Latest Practicable Date, the lessors of the one parcel of land and the 14 buildings we
leased in Dongguan, Guangdong Province and the lessor of the one unit we leased in Yunfu,
Guangdong Province had not provided us with valid building ownership certificates. According to our
PRC Legal Adviser, in the event that landlords do not have valid building ownership certificates, the
relevant lease agreements may be deemed invalid or other third parties may claim lessors’ rights
against us. Please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — Our
right to certain leased properties could be challenged by property owners or other third parties and
we may be unable to find suitable alternative premises if our leases are terminated” of this document
for further details. As of the Latest Practicable Date, we were not aware of any actual or contemplated
actions, claims or investigations by any government authorities or third parties against us with respect
to the lack of building ownership certificates for certain of our leased buildings.

In addition, as of the Latest Practicable Date, all of our lease agreements were not registered
with relevant PRC government authorities. Our PRC Legal Adviser has advised us that we may be
required by the relevant PRC authorities to register the relevant lease agreements within a prescribed
time period. If we fail to do so, we may be subject to fines ranging from RMB1,000 to RMB10,000
for each non-registered lease, although the lack of registration will not affect the validity and
enforceability of the lease agreements. However, as of the Latest Practicable Date, we had not been
fined by the relevant PRC authorities with respect to the unregistered leases. For further details on
the risks associated with our leased properties, please refer to “Risk Factors — Risks Relating to Our
Business and Our Industry — Our right to certain leased properties could be challenged by property
owners or other third parties and we may be unable to find suitable alternative premises if our leases
are terminated” in this document.

Our leased properties are primarily used as student dormitories and staff apartments. Our
Directors believe that in the event that we need to vacate the relevant leased land or buildings, we
would be able to locate comparable alternative accommodation without incurring significant
expenses and within reasonable time and that our educational activities, business operations and
financial condition as a whole would not be materially and adversely affected by such relocation.
Based on the advice from our PRC Legal Adviser, our Directors are of the view that the defects in
our leased land and buildings do not have a material adverse effect on our business operations or
financial condition as a whole.

Indemnity from our Controlling Shareholders

Each of our Controlling Shareholders has agreed to indemnify our Group pursuant to the Deed
of Indemnity, on a joint and several basis, against any costs, expenses, claims, liabilities, penalties,
losses or damages incurred or suffered by our Group arising from any title or other defects with
respect to our properties including to procure suitable alternative premises for our use where
appropriate.

INSURANCE

We maintain various insurance policies against certain risks and unexpected events, such as
school liability insurance, student personal accident insurance and property insurance for vehicles.
We also provide social security insurance including pension insurance, unemployment insurance,
work related injury insurance and medical insurance for our PRC employees. We do not maintain
business interruption insurance, product liability insurance or key-man life insurance. We consider
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our insurance coverage to be generally in line with companies of similar size in the same industry in
China. Please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — We have
limited insurance coverage” of this document for further details of risks associated with our insurance
coverage.

Licences and Permits

Our PRC Legal Adviser has advised that, as of the Latest Practicable Date, except as otherwise
disclosed in this document, we had obtained the licences, permits, approvals and certificates and
made the registrations and filings necessary to conduct our operations in all material respects from
the relevant government authorities in the PRC and that such licences, permits, approvals,

certificates, registrations and filings remained in full effect in all material respects.

The table below sets forth details of our material licences and permits:

Holder

Dongguan Guangming
School

Dongguan Guangming
Primary School

Dongguan Guangzheng
Preparatory School

Huizhou Guangzheng
Preparatory School

Panjin Guangzheng
Preparatory School

Weifang Guangzheng
Preparatory School

Licence/Permit

Private school
operating licence'"

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence'"

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Granting authority Grant date

Dongguan Education
Bureau

1 January 2014

Dongguan Civil 1 December 2016

Affairs Bureau

Dongguan Education
Bureau

1 January 2014

Dongguan Civil 1 December 2016

Affairs Bureau

Dongguan Education
Bureau

1 January 2017

Dongguan Civil 1 December 2016

Affairs Bureau

Huizhou Education
Bureau

6 May 2015

Huizhou Civil
Affairs Bureau

17 December 2015

Panjin Education 27 November 2014

Bureau

Panjin Xinglongtai 14 October 2016
Civil Affairs

Bureau

Weifang Weicheng 15 June 2016
District Education

Bureau

Weifang Civil Affairs 28 July 2015
Bureau
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Expiry date
31 December 2019

30 November 2020

31 December 2019

30 November 2020

31 December 2022

30 November 2020

5 May 2019

6 May 2019

November 2017

14 October 2018

14 June 2019

27 July 2020
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Notes:

(1) Our PRC Legal Adviser has advised us that, under the relevant PRC laws and regulations, private schools are
required to pass annual inspections conducted by the relevant government authorities. For the 2014/2015 school
year, our Dongguan Guangming School and Dongguan Guangzheng Preparatory School did not pass their
annual inspections primarily due to school management oversight. We promptly improved the internal control
of the two schools. On 29 April 2016, Dongguan Education Bureau, being the competent government authority
responsible for the annual inspection of schools in Dongguan, issued a letter confirming that our Dongguan
Guangming School and Dongguan Guangzheng Preparatory School had complied with all the relevant laws,
regulations and rules in relation to education and had met the standards of all on-site and other inspections
conducted by the relevant governing authorities during the year of 2016 up to the date of the letter. We also
engaged our PRC Legal Adviser to conduct an interview with Dongguan Education Bureau on 17 May 2016,
which confirmed that after conducting a preliminary inspection of Dongguan Guangming School and Dongguan
Guangzheng Preparatory School, they did not find any incident that would prevent the schools from passing
their 2015/2016 annual inspections. Both our Dongguan Guangming School and Dongguan Guangzheng
Preparatory School passed the latest annual inspection, namely, the 2015/2016 annual inspection, conducted by
the relevant government authority. Based on the above, our Directors are of the view that failure to pass the
2014/2015 annual inspection does not constitute a material non-compliance incident and in any event does not
have a material adverse impact on our Dongguan Guangming School or Dongguan Guangzheng Preparatory
School or our Group as a whole.

HEALTH AND SAFETY MATTERS

We are dedicated to protecting the health and safety of our students. Our student dormitories
implement comprehensive boarding rules and are under the dual supervision of teachers and
counsellors. We maintain security guards and camera surveillance equipment on each of our
campuses. We arrange third-party suppliers to provide school bus services to pick-up/drop-off
students at our schools. We also have on-campus medical staff and mental-health counsellors to
handle routine medical treatments and psychological counselling for our students, who will promptly
send our students to hospitals when necessary.

In 2014, a student in Dongguan Guangming School fell from his dormitory building and his
parents initiated court proceedings against us in relation to the student’s death. In November 2015,
the court ruled that our school was not at fault in the management, education and security protection
of students and that the school should pay the plaintiffs RMB100,000 in compensation and dismissed
all other claims of the plaintiffs and the plaintiffs appealed. In the appeal, the court upheld the ruling
in November 2015, which constitutes the final and binding decision on the legal proceedings, and
ruled that our school was not at fault in the incident and was under no liability to compensate the
plaintiffs save for the aforesaid compensation. Please refer to “— Legal Proceedings and Compliance”
below for further details. We have put in place enhanced health and safety measures with a view to
preventing the recurrence of similar incidents on our school premises, including (i) increasing the
patrols by our staff in student dormitories, (ii) enhancing the communication with parents and
students to better understand the physical and psychological status of our students, (iii) holding
educational talks to increase student awareness of health and safety matters, (iv) further promoting
the on-campus counselling services provided by our teachers and counselors, and (v) conducting
additional training to the relevant staff to ensure appropriate and prompt responses in circumstances
of emergency.
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LEGAL PROCEEDINGS AND COMPLIANCE

From time to time, we are subject to legal proceedings, investigations and claims incidental to
the conduct of our business.

. in March 2015, an individual who is an Independent Third Party, initiated court
proceedings in Dongguan against us in relation to, according to his allegations, the
advances he made on behalf of our Dongguan Guangzheng Preparatory School during its
establishment for a total amount of RMB5.0 million and related interests. As of the Latest
Practicable Date, the outcome of this legal proceeding had yet to be finalized; and

. In April 2015, parents of a student initiated court proceedings against us seeking over
RMB780,000 in damages in relation to the death of the student who fell from his dormitory
building in Dongguan Guangming School in 2014. The court held that, (i) our teacher acted
appropriately by speaking to the student, with prior consent from his parents, when the
teacher found out about the large amount of cash carried by the student, duly performed
his duty of management and safety protection by stopping the student from engaging in a
dangerous act, and (ii) an ordinary person could not have predicted the incident as there
was no unusual behavior by the student on the day of the incident. Accordingly, in
November 2015, the court ruled that the student should take full responsibility for the
consequences of the incident, that our school was not at fault in the management,
education and security protection of students and that the school should pay the plaintiffs
RMB100,000 in compensation as (i) the student was enrolled at our school and the incident
took place at an on-campus student dormitory and (ii) the school is an educational
institution and benefited from its educational activities. The court dismissed all other
claims of the plaintiffs and the plaintiffs appealed. In the appeal, the court upheld the
ruling in November 2015, which constitutes the final and binding decision on the legal
proceedings, and ruled that our school was not at fault in the incident and was under no
liability to compensate the plaintiffs save for the aforesaid compensation.

Except as described above, during the Track Record Period and up to the Latest Practicable
Date, we had not been and were not a party to any material legal, arbitral or administrative
proceedings and we were not aware of any material pending or threatened legal, arbitral or
administrative proceedings against us or any of our Directors which, in the opinion of our Directors,
could have a material adverse effect on our business operations or financial condition as a whole.

During the Track Record Period and up to the Latest Practicable Date, other than as disclosed
in the paragraph headed “(i) Material Non-compliance” and “(ii) Systemic Non-compliance” below,
we did not experience any material or systemic non-compliance of the laws or regulations which
taken as a whole, in the opinion of our Directors, is likely to have a material adverse effect on our
business operations or financial condition as a whole. During the same periods, we also did not
experience any material non-compliance of the laws or regulations which taken as a whole, in the
opinion of our Directors, reflects negatively on the ability or tendency of us, our Directors or our
senior management, to operate in a compliant manner in all material aspects. Our PRC Legal Adviser
is of the opinion that, other than as disclosed in the sections headed “Risk factors”, “Business” and
“Financial Information” of this document, we have complied with all relevant PRC laws and
regulations in all material respects during the Track Record Period and up to the Latest Practicable
Date.
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(b) Settlement through Personal Bank Accounts
(A) Background

During the Track Record Period, we used a total of nine personal bank accounts opened with
different branches of four PRC banks (the “Personal Bank Accounts”) under the names of Mr. Liu
(the chairman of the Board, an executive Director and a Controlling Shareholder), Ms. Li (our chief
executive officer, an executive Director and a Controlling Shareholder) and Mr. He Shan (our senior
management and executive vice principal of Panjin Guangzheng Preparatory School), for the
settlement of corporate funds (the “Arrangements”) for Guangdong Guangzheng and four of our
schools, namely, Dongguan Guangming School, Dongguan Guangming Primary School, Dongguan
Guangzheng Preparatory School and Panjin Guangzheng Preparatory School.

The following table sets forth a summary of the Personal Bank Accounts:

Corresponding Opening Cessation
Corporate Account Name of Bank Date Date Primary Use
1.  Mr. Liu Industrial and 5 May 2008 4 March Making intercompany transfers
Guangdong Commercial Bank 2014
Guangzheng of China, Dongguan
branch, Hou Street
sub-branch
2. Ms. Li Bank of China, 16 November 23 August Deposits of cash generated from
Dongguan Guangming Guang Da branch 2009 2014 students’ pre-payments for the
School on-campus canteen; Making
payments for operating
expenses of the on-campus
canteen
3. Ms. Li Industrial and Prior to 31 August Making payments for operating
Dongguan Guangming Commercial Bank August 2015 expenses of the school
School of China, Jing Hu 2012
branch
4. Ms. Li Dongguan Rural 29 June 2013 1 June 2016  Deposits of cash generated from
Dongguan Guangming Commercial Bank, students’ pre-payments for the
School Dongcheng District on-campus canteen; Making
Guangming office payments for operating
expenses of the on-campus
canteen
5. Ms. Li Dongguan Rural 29 June 2013 1 June 2016 ~ Making small payments for the
Dongguan Guangming Commercial Bank, on-campus canteen
School Dongcheng District
Guangming office
6. Ms. Li Bank of China, 2 August 31 January  Deposits of cash generated from
Dongguan Guangzheng  Guang Da branch 2013 2015 students’ pre-payments for the

Preparatory School
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Corresponding Opening Cessation
Corporate Account Name of Bank Date Date Primary Use
7. Ms. Li Dongguan Rural 2 December 1 June 2016  Deposits of cash generated from
Dongguan Guangzheng ~ Commercial Bank, 2013 students’ pre-payments for the
Preparatory School ChaShan ZengBu on-campus canteen; Making
branch payments for operating
expenses of the on-campus
canteen
8. Ms. Li Dongguan Rural 19 August 31 August Deposits of cash generated from
Dongguan Guangzheng  Commercial Bank, 2014 2015 students’ pre-payments for the
Preparatory School ChaShan ZengBu on-campus canteen; Making
branch payments for operating
expenses of the on-campus
canteen
9. Mr. He Shan China Guangfa Bank, 11 July 2014 31 August ~ Making payments for the
Panjin Guangzheng Panjin branch 2015 operating expenses of the
Preparatory School school and to suppliers

We opened one Personal Bank Account under the name of Mr. Liu in 2008 for making tax
payments. The Personal Bank Account was used for the settlement of corporate funds mostly prior
to the Track Record Period. On 4 March 2014, we completely ceased the use of this Personal Bank
Account for the settlement of corporate funds. During the financial year ended 31 August 2014, we
transferred the remaining balance in this Personal Bank Account to our corporate account.

We used Personal Bank Accounts registered under the name of Ms. Li to more efficiently
manage the various aspects of the business operations of our Dongguan Guangming School and
Dongguan Guangzheng Preparatory School. Banks in the PRC are generally open seven days a week
(Monday to Sunday) for individual clients, but are only open five days a week (Monday to Friday)
for corporate clients. Through the use of the Personal Bank Accounts, we were able to deposit and
withdraw cash with more flexibility to meet the needs of our daily operations, including making
payments for operating expenses and tuition refunds. Ms. Li is the co-founder, executive Director and
chief executive officer of our Group, and is familiar with the general operations of our Dongguan
Guangming School and Dongguan Guangzheng Preparatory School.

We used one Personal Bank Account registered under the name of Mr. He because we did not
receive the registration certificate for private non-enterprise entities for Panjin Guangzheng
Preparatory School, without which, as advised by our PRC Legal Adviser, we were unable to open
a corporate bank account registered under the name of the school. We received the registration
certificate for private non-enterprise entities for Panjin Guangzheng Preparatory School in October
2016. In addition, as Panjin Guangzheng Preparatory School is geographically far from Guangdong
province, where our corporate bank accounts were located when we first started business in Panjin,
we considered it inefficient and costly to deposit and withdraw cash from our corporate bank accounts
for the use of Panjin Guangzheng Preparatory School. As a result of the foregoing, we used a Personal
Bank Account registered under the name of Mr. He, who is based in Panjin. Mr. He is a senior
management of our Group and executive vice principal of Panjin Guangzheng Preparatory School.
Through the use of the Personal Bank Account registered under the name of Mr. He, we were able
to make payments more efficiently to the relevant suppliers to enable the timely commencement of
operations of our Panjin Guangzheng Preparatory School. When Panjin Guangzheng Preparatory
School commenced operations in September 2014, we were also able to make payments for the
operating expenses of the school more efficiently through the Personal Bank Account registered
under the name of Mr. He.
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(B) Internal control measures for the Personal Bank Accounts and personnel involved

We applied the same internal control measures to the Personal Bank Accounts as our corporate
bank accounts to (i) ensure that all funds deposited in the Personal Bank Accounts were used solely
for our operations in accordance with the relevant PRC laws and regulations and were not
misappropriated by any entity or individual; (ii) to segregate the duties of authorising, executing,
monitoring and book keeping of fund transfer from and to the Personal Bank Accounts; and (iii)
prevent incident of fraud and misappropriation of funds. The internal control measures we applied to
the Personal Bank Accounts include:

o all bank books, debit cards, security devices and passwords of the Personal Bank Accounts,
as applicable, were kept and safeguarded by designated personnel of the respective school
other than Mr. Liu, Ms. Li or Mr. He:

. for Dongguan Guangming School, designated accounting and administrative
personnel jointly controlled the access to the Personal Bank Accounts used for the
school;

. for Dongguan Guangzheng Preparatory School, designated accounting personnel had
possession of the bank books and debit cards for the Personal Bank Accounts used for
the school; and

. for Panjin Guangzheng Preparatory School, designated accounting personnel had
possession of the bank books and debit cards for the Personal Bank Accounts used for
the school;

. a senior accounting staff member of the finance department of the respective school was
responsible for monitoring the operation of the Personal Bank Accounts, keeping records
of the Personal Bank Accounts and making corresponding accounting entries in the
accounting system of the school for the movements of the Personal Bank Accounts;

o at the end of each month, another senior accounting staff member of the finance
department would perform monthly bank reconciliation or checking of the bank statements
of the Personal Bank Accounts against the respective school’s accounting ledger; and

. the aforesaid accounting entries and month-end bank reconciliation or checking would be
reviewed and approved by the accounting manager of the finance department of the
respective school. Such accounting and record keeping procedures in respect of the
Personal Bank Accounts were operated in the same way as that of the corporate accounts
of the Group.

As of 1 June 2016, we had ceased the use of all Personal Bank Accounts. As of the Latest
Practicable Date, we had transferred all material bank balances in the Personal Bank Accounts to our
corporate bank accounts. The independent internal control consultant of the Group (the “Internal
Control Consultant”) reviewed the design of our internal control policies and procedures on the use
of Personal Bank Accounts during the Track Record Period and is of the view that they were adequate
and had been effectively implemented.

(C) Number of transactions, amount involved and the nature of fund-flows

As of 31 August 2014 and 2015 and 31 May 2016, the total balance in the Personal Bank
Accounts was RMB4.9 million, RMB2.1 million and RMBO0.03 million, respectively.
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For the years ended 31 August 2014, 2015 and 2016, the payments made from the Personal Bank
Accounts was RMB114.0 million, RMB151.3 million and RMB87.3 million, accounting for 3.4%,
6.3% and 2.1%, respectively, of the total payment amounts made from all of our bank accounts,
including both corporate bank accounts and the Personal Bank Accounts. During the same periods,
the total number of payment transactions through the Personal Bank Accounts was 10,279, 9,166 and
914, respectively. The purposes of payments made from the Personal Bank Accounts and the
corporate bank accounts are substantially the same, which primarily included payments to suppliers,
intercompany transfers within the Group, staff payroll and bonuses, advances to related parties,
repayment of bank borrowings and other operating expenses payments. For the years ended 31 August
2014, 2015 and 2016, payments to suppliers represented 37.0%, 35.6% and 53.8% of the total
payment amounts from the Personal Bank Accounts, respectively. For the same periods,
intercompany transfers within the Group represented 42.4%, 50.9% and 39.0% of the total payment
amounts from the Personal Bank Accounts, respectively.

For the years ended 31 August 2014, 2015 and 2016, the total cash received through the Personal
Bank Accounts was RMB114.6 million, RMB148.6 million and RMB85.3 million, accounting for
3.5%, 6.2% and 2.1%, respectively, of the total cash received through all of our bank accounts,
including both corporate bank accounts and the Personal Bank Accounts. During the same periods,
the total number of cash receipt transactions through the Personal Bank Accounts was 646, 1,029 and
511, respectively. The purposes of the cash received through the Personal Bank Accounts and the
corporate bank accounts are substantially the same, which primarily included cash received in
advance for ancillary services and tuition and boarding fees, intercompany transfers within the
Group, repayment from related parties and proceeds from bank borrowings. For the years ended 31
August 2014, 2015 and 2016, cash deposits represented 83.8%, 78.5% and 82.8% of the total cash
received through the Personal Bank Accounts, respectively. For the same periods, intercompany
transfers within the Group represented 14.4%, 11.3% and 7.2% of the total cash received through the
Personal Bank Accounts, respectively.

Our Directors consider that the cessation of the usage of the Personal Bank Accounts has no
material adverse effect on our business operations and financial results, taking into account that (i)
the operations of all our schools remain normal after such cessation; (ii) the total amount of payments
made from and the total deposits into the Personal Bank Accounts accounted for a relatively small
percentage of the total payment amounts from and the total deposit amounts into all of our bank
accounts for the years ended 31 August 2014, 2015 and 2016, respectively; and (iii) our audited
financial statements for the year ended 31 August 2016, which covers the period after the cessation
of the usage of the Personal Bank Accounts from 1 June 2016 to 31 August 2016, shows no
irregularities.

(D) Ownership of the funds deposited into the Personal Bank Accounts

Our PRC Legal Adviser advised that we, as the beneficial owner of the funds, have the right to
own and use the funds in the Personal Bank Accounts according to the Property Law of the PRC ('
Bl ¥ HEVL). Further, based on the facts that the funds received by us during our course of business and
are owned by us, our PRC Legal Adviser is of the view that we shall include the bank balances of
the Personal Bank Accounts in our bank balances and cash according to the Accounting Law of the
PRC (" &7H%), which requires an enterprise to adopt accounting procedures and to record the
financial aspects of its business transactions.

(E) Transactions under the Arrangements

As confirmed by the executive Directors, all receipts of payments from students under the
Arrangements were fully supported by transaction documents. The executive Directors have also
confirmed the accuracy and completeness of our accounting books and records in all material
respects.
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(F) No tax evasion or violation of PRC laws and regulations in relation to tax

We have conducted interviews with the local tax authorities in Dongguan and Panjin, being the
competent government authorities for their respective cities, which confirmed, among others, that
they were aware of the Arrangements, the Arrangements do not violate the relevant PRC tax laws and
regulations and they will not impose penalties for on our prior use of the Arrangements. As of the
Latest Practicable Date, we had transferred all material bank balances in the Personal Bank Accounts
to our corporate bank accounts.

Our PRC Legal Adviser is of the view that, based on the facts and the interviews with the
relevant tax authorities, it is unlikely that the Arrangements would be regarded as involving any tax
evasion by our Group.

(G) Legal consequence of the Arrangements

As advised by our PRC Legal Adviser, the use of the Personal Bank Accounts for the settlement
of corporate funds was not in compliance with relevant PRC laws and regulations as described below:

e according to the Company Law of the PRC (/A F]i£), companies cannot establish any
account book in addition to those required by law and no account can be opened in the
name of any individual for keeping company’s assets. However, no legal consequence of
such breach was provided by the Company Law of the PRC; and

. according to the Law on Commercial Banks of the PRC (Fi2£4#R171%), if a personal bank
account is opened for the funds of an entity, the People’s Bank of China may impose
penalties on the user of the personal bank account, including confiscation of any illegal
income, a fine of one to five times of the illegal income if the illegal income amounts to
RMB50,000 or more, or a fine ranging between RMB50,000 to RMB500,000 if the illegal
income is less than RMB50,000.

Our Directors confirmed that our prior use of the Arrangements and the parties concerned did
not involve any illegal income. As of the Latest Practicable Date, no fine or other penalties had been
imposed by the relevant government authorities with respect to our prior use of the Arrangements.
Our PRC Legal Adviser has advised us that for the prior use of the Arrangements, we may be subject
to the aforementioned penalties according to the Law on Commercial Banks of the PRC (P 3£4R1T
%), however, the relevant penalties, if any, will not have a material impact on our business and
financial condition as a whole. For further details about risks associated with the Arrangements,
please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — We used personal
bank accounts for the settlement of corporate funds, which may subject us to penalties”. Based on the
fact that we have ceased the use of all Personal Bank Accounts as of 1 June 2016 and taking into
account of our PRC Legal Adviser’s advice, our Directors are of the view that the prior use of the
Arrangements did not have and will not have a material adverse effect on our business operations or
financial conditions as a whole.

(H) Enhanced internal control measures to prevent future re-occurrence

To prevent future re-occurrence of the use of personal bank accounts for settlement of corporate
funds, we have enhanced our internal control measures:

. we have enhanced our internal control manual to require all the receipts and payments
must be made through corporate accounts and no personal bank account could be opened
and used. As of the Latest Practicable Date, such manual had become effective and the
relevant staff of our Group had been notified; and
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. the managers of the finance department of our Group shall, under the supervision of Mr.
Ng Cheuk Him, our chief financial officer and executive Director, closely monitor all
members of our Group to ensure that no personal bank account is opened and used by any
member of our Group by (i) checking all accounting records to detect whether any personal
bank account is involved in the receipt or payment of funds and (ii) reviewing all bank
statements of the corporate accounts of our Group to detect any abnormal or unauthorised
transfer of funds. In case of any indication of use of personal bank accounts for the receipt
or payment of funds by any member of our Group, they should report to Mr. Ng Cheuk Him
immediately.

The independent internal control consultant of the Group (the “Internal Control Consultant”)
performed (i) initial internal control reviews during the period from December 2015 to February 2016
and (ii) performed follow-up reviews in during the period from April to June 2016. The Internal
Control Consultant confirmed that as of June 2016, we had fully rectified the incident with respect
to the use of personal bank accounts.

Our Internal Control Consultant is not aware of any material issues and irregularities with
respect to our internal control policies and procedures regarding the making and receiving of
payments through both the Personal Bank Accounts and corporate accounts. Moreover, our Internal
Control Consultant is of the view that, despite the short implementation period, our enhanced internal
control measures are adequate and have been effectively implemented, for the following reasons:

. all usage of the Personal Bank Accounts has ceased since 1 June 2016;

. we have enhanced our internal control manual to require all the making and receiving of
payments be made through corporate accounts and no personal bank accounts shall be
opened and used; and

. in its follow-up reviews, the Internal Control Consultant was not aware of any making or
receiving of payments through the Personal Bank Accounts.

Each of our Controlling Shareholders has agreed to indemnify our Group pursuant to the Deed
of Indemnity on a joint and several basis, against any costs, expenses, claims, liabilities, penalties,
losses or damages incurred or suffered by our Group arising from the non-compliance incidents
disclosed above.

INTERNAL CONTROL AND RISK MANAGEMENT

We have engaged an independent business consulting and internal audit firm (the “Internal
Control Consultant”) to conduct an evaluation of our internal control system in connection with the
[REDACTED]. As part of the engagement, we have consulted with our Internal Control Consultant
to identify the factors relevant to enhancing our internal control system and the steps to be taken and
the Internal Control Consultant made a number of recommendations. The Internal Control Consultant
conducted its work during the period from December 2015 to February 2016 and provided a number
of findings and recommendations in its report. We have subsequently taken remedial actions in
response to such findings and recommendations. The Internal Control Consultant performed
follow-up procedures on our system of internal control with regard to those actions taken by us and
reported further commentary during the period from April to June 2016. In its follow-up reviews, the
Internal Control Consultant noted that, except for the findings and recommendations in relation to
certain corporate governance matters, which we expect to complete the relevant remedial actions in
all material respects prior to [REDACTED], we had followed all of the Internal Control Consultant’s
recommendations and accordingly have taken corrective actions to address our internal control
deficiencies and weaknesses.

Set out below is a summary of the key recommendations from the Internal Control Consultant
and the corrective actions adopted by us to prevent future occurrence of the non-compliance

incidents:
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Compliance with social insurance and housing provident fund contributions
requirements in the PRC

The manager of the human resources departments of our Group would review the reporting and
contributions of social insurance and housing provident fund for the employees of our Group
regularly. Our human resources department will also consult our PRC legal adviser on the
requirements under the relevant PRC laws and regulations in relation to social insurance and housing
provident fund. We would provide training to the relevant personnel from time to time to keep them
abreast of these areas.

The manager of the human resources department would report to chief financial officer and
deputy finance officer of our Group on the legal and regulatory compliance and provide improvement
recommendations when required.

Compliance with the licencing, permits and other regulatory requirements in the PRC

We have established compliance guidelines and a compliance checklist, which set forth our
policies and procedures with respect to compliance issues. The compliance guidelines and checklist
will be implemented by the relevant functional departments in each of our schools. The relevant
functional departments will monitor our on-going compliance with the relevant PRC laws and
regulations that govern our business operations and oversee the implementation of any necessary
measures. In addition, we plan to provide our Directors, senior management (including the principals
and vice principals of our schools) and employees involved with continuing training programmes and
updates regarding the relevant PRC laws and regulations regularly with a view to proactively identify
any concerns and issues relating to potential non-compliance. Our executive Directors, Mr. Ng Cheuk
Him and Mr. Li Jiuchang, are responsible for ensuring our overall on-going compliance.

We have ceased the use of all Personal Bank Accounts since 1 June 2016. Please refer to “—
Settlement through Personal Bank Accounts” above for further details. In addition to the above
measures, to enhance the effectiveness of our corporate governance measures and to strengthen the
monitoring of our internal control system, we have put in place, among others, the following
measures to ensure on-going compliance with all applicable laws and regulations:

. we have established internal audit policies and an independent internal audit department.
Our internal audit policies cover, among other things, the supervision of financial
operations, business operations, compliance matters and risk management matters. The
internal audit department will perform internal audits on, among other things, the
financial, operational, compliance and risk management aspects of our Group and reports
to the audit committee of our Board from time to time. Members of the internal audit
department will not participate in the ordinary business operations of our Group;

. we have established a risk assessment system, which covers, among other things, the
management of strategic risks, market risks, legal risks, operational risks, financial risks
and information and technology risks of our Group. Senior management of the Company
has also assessed our risks and established corresponding measures to control identified
risks;

. we have established a legal department, which reports directly to our Board. The legal
department is responsible for providing legal advice on the operations of our Group,
drafting and reviewing contracts, communicating with external legal advisers and
coordinating legal training and counseling (to be provided in-house or by external legal
advisers) to our management and staff. Moreover, in addition to our Compliance Adviser
appointed pursuant to the Listing Rules, our Group will engage external professional
advisers (including Hong Kong and PRC legal advisers) of appropriate qualifications and
experience to provide advice and guidance on the legal and compliance matters from time
to time;
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. we have adopted policies, systems and procedures relating to human resources
management, information system management, financial reporting and disclosure, cash
flow and investment management; and

. we have adopted policies, systems and procedures relating to sales, procurement,
suppliers, fixed assets management and the management of construction in progress.

Taking into account the internal control measures implemented by us in connection with the
non-compliance incidents disclosed under “— Legal Proceedings and Compliance” above, the
on-going monitoring and supervision by our Board and the principals of our schools with the
assistance from professional external advisers where required and the fact that, as confirmed by the
Directors, the non-compliance incidents did not involve fraud or dishonesty, the Directors are of the
view that our enhanced internal control measures are adequate and effective; the suitability of our
Directors is compliant with Rules 3.08 and 3.09 of the Listing Rules; and our Company is suitable
for [REDACTED] under Rule 8.04 of the Listing Rules. Based on their review of the internal control
report and other due diligence documents, discussions with the Directors, the Internal Control
Consultant and our PRC Legal Adviser and the Directors’ confirmation, nothing has come to the
attention of the Sole Sponsor that would cast doubts on the views of the Directors.

Risk Management

We are exposed to various risks in the operations of our business and we believe that risk
management is important to our success. Key operational risks faced by us include, among others,
changes in general market conditions and perceptions of private education, changes in the regulatory
environment in the PRC education industry, our ability to offer quality education to our students, our
ability to increase student enrolment and/or raising tuitions, our potential expansion into other
regions in China, availability of financing to fund our expansion and business operations and
competition from other school operators that offer similar quality of education and have similar scale.
Please refer to “Risk Factors” of this document for further details of disclosures on various risks we
face. In addition, we also face various market risks, such as foreign exchange, interest rate, credit and
liquidity risks that arise in the normal course of our business. Please refer to “Financial Information
— Quantitative and Qualitative Disclosures about Market Risk” of this document for further details
of a discussion on these market risks.

To properly manage these risks, we have established the following risk management structures
and measures:

. our Board is responsible and has the general power to manage the operations of our
schools, and is in charge of the overall risk control of our Group. Any significant business
decision involving material risks, such as decisions to expand into new geographic regions,
raise tuitions or construct material new school facilities are reviewed, analysed and
approved by our Board of Directors to ensure a thorough examination of the associated
risks at our highest corporate governance body;

. we maintain insurance coverage which we believe is in line with the customary practice
in the PRC education industry. We also adopt health and safety measures on our campuses
to safeguard our students’ well-being; and

. we have made arrangements with banks to ensure that we are able to obtain credits to
support our business operation and expansion.

— 184 -




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


